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Statutory Information

The registered number of Azure Ol Services Limited ( " the Company / Azure ” ) 1s 02856486

The trading address of the Company was Unit 9 Kernick Industral Estate, Parkengue Kernick,
Penryn, Cornwall, TR10 9EP (“the freehold Premises”). 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 ¢/o Harrnisons Business Recovery &
Insolvency ( London )} Limited ( * Harnisons “ ), 4™ Floor, 25 Shaftesbury Avenue, London,
WI1D 7EQ This 1s currently being changed to 3rd Floor, Office 305, 31 Southampton Row,

London, WC1B SHJ, due to a recent office move.

Details of the Company's director and secretary are as follows

- P —

_ Li Date :t;_)poi_nted ” ‘ Da_te resigneq E. Shares held
Director
Chnstopher John Walters | 13 October 1993 N/A NIl
Company Secretary
David Kenneth Hines- | 15 October 1994 16 April 2016 Ml
Randle

Background to the Administration

History of the Business

Azure was Incorporated in 1993, Historically, the Company’s main business was that of a
marine fuel bunkerage business. This business was sold in 2010 The last filed statutory

financial accounts for the 12 months ended 31 December 2014 show that the Company made
a loss of some £248,000

After the sale of the fuel bunkerage business, the Company’s main business stream was that

of a metal fabricator, trading under the name “Metal Surgery”.
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The Company traded from the freehold Premises, which 1s owned by its parent company,
Garraf Limited (“Garraf”), a company that s ultimately owned by the director of Azure, Mr
Chnstopher Walters Azure occupied the premises on an informal basis, with the agreement
of Garraf and Mr Walters. Since the appointment of the Administrator to Azure, Garraf has
been placed into voluntary hquidation and Anthony Murphy of Harnsons was appointed
Liquidator on 3 October 2016.

Historically, Metal Surgery had approximately 13 employees, although at the date of

administration only five or six employees remained

Management accounts for the six months to 30 June 2016 show that Metal Surgery made a
net profit in the penod of some £60,000 These accounts are draft only and have not been

verified

Business Funding

Azure’s main source of cashflow funding was provided by an invotce factoring facility provided
by Factor 21 Plc ("Factor 21"). The factonng agreement is supported by a full debenture
centaining full fixed and floating charges over all assets of the Company

The Company also operated a number of bank accounts with NatWest Bank Plc (“"Natwest™)
and had the benefit of a £20,000 overdraft faciity The overdraft was fully utiised at the date
of appointment Azure also utiised a credit card facility provided by NatWest.

As a source of additional working capital, the majority of the Company’s chattel assets, such
as plant, machinery, vehicles and office equipment was also held subject to hire purchase and

lease finance agreements with a number of finance houses.
Trading Difficulties

In the middle of August 2016, Harrisons was first approached by the director to discuss certain
trading difficulties currently being experienced. The first meeting was on 31 August 2016.

The main 1ssue centred around the recovery of sums due to Azure from the largest customer
for work that had been completed, and totalled approximately £165,000.

The customer had advised the Company that there was an 1ssue with the quality of the work
that # had undertaken, and as such, the customer was refusing to pay Azure a significant
portion of the outstanding debt. The Company was also advised that the customer was raising

a counter claim ansing from the alleged defects.
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This dispute was notified directly to Factor 21 by the customer, and, as a consequence, the
invoice factoring facility had been suspended The Company was therefore unable to draw
down any further funds and this had a detrimental impact on Azure’s ability to support day to
day trading.

For the purpose of this report, the identity of the custorner has not been disclosed so as not

to prejudice ongoing negotiations to recover sums due to Azure

In more general terms, the Company’s day to day running costs were considered to be too
high To alleviate this, the Company had already made a number of redundancies to reduce

overhead costs, and was planning further cuts.

The Company also had the overhead burden of several hire purchase/lease finance and rental
agreements Whilst the business of Metal Surgery may have been able to generate a profit
from its core activites by making stringent cuts, the business could not sustain these

overheads

Due to cashflow difficulties, Azure had also entered into a Time to Pay agreement with
HMRC for arrears of VAT (£14,000 being repatd over three months ).

Appointment of Administrator

At the request of Factor 21, Harrisons attended the business premises on 2 September 2016
and met with the director, Mr Chnistopher Walters.

The salient points to come out of that review and meeting were as follows:

2171 The Company had lost a number of key employees cver the last six months, including
the financial controller and bookkeeper/payroll manager

2.17.2 The books and records of the Company were not well kept, and the director
appeared to have hmited understanding of the day to day affairs of the business. It
was readily apparent that the core business was being run by the general manager.

2.173 The Company’s commitment to the various leasing companies was significant. The
combined monthly lease/hire commitments ftotalled some £13,500, equating to
approximately £162,000 per annum

2174 The business was trading on a much reduced capacity, and there was limited value
in the forward order book A brief review of current work in progress indentified that
the value of customer orders in the pipeline was I1n the order of £130,000.

2175 The Company had combined liabiliies in excess of £400,000.
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2176 Azure had very little working capital to fund continued trading The business had a
number of small customer sales invoices totalling no more than £15,000 which it
could ratse in the short term, but longer term further investment was required.

Having discussed these findings with the director and Factor 21 the decision was made that
the business of Azure could not continue to trade in its present format, and that an

Administrator should be appointed to the Company.

Anthony Murphy of Harnsons, 3rd Floor, Office 305, 31 Southampton Row, London, WC1B
SHJ, a hcensed insolvency practitioner, was appointed Administrator of the Company by Factor
21 PLC on 13 September 2016.

The admuiistration 1s registered in the High Court, Chancery Division, Companies Court, under
reference number 5638 of 2016

The EC Regulation on Insolvency Proceedings 2000 applies to the administration The
proceedings are main proceedings as defined by Article 3 of the Regulation Azure 1s based
in the United Kingdom

Administration Strategy and Objective

The Administrator must perform his functions with the purpose of achieving one of the

following objectives:
a) rescuing the Company as a going concern, or

b) achieving a better result for the Company's creditors as a whole than would be likely

if the Company were wound up { without first being in administration }, or

c) realising property in order to make a distnbubtion to one or more secured or

preferential creditors,
Further information on the pursuance of the above objectives 1s detalled below

Objective a) was not achievable, the profitability of the core business was doubtful, the
existing business had been reduced to a skeleton staff; the value of the existing forward order

book was uncertain, and the director had no appetite to continue with the business.

Objectives b) and ¢} are being achieved, and I set out below further explanation.
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Strategy on Appointment

Immediately on appointment, the Administrator took control of the freehold Premises, and set

about securing the tangible assets and books and records of the Company.

From a review of the current trading activities, a decision was taken not to trade on the
business and actively market the business for a going concern sale. The main reasens for ths

were are follows

3 5.1 The Administrator had no readily available funds to meet the costs of continued trading.
Azure had no cash at bank, and the facllity with Factor 21 had been suspended.

3.5.2 The Company had a number of unfimnished orders { work in progress ) at vanous stages
of completion. The Administrator considered what orders could be completed in the
proposed short penod of trading ( a maximum of four weeks ) and what level of

invoicing could be achieved n that peried.

3.5.3 On appointment, Azure had no completed orders that could readily be invaiced to
customers to generate iImmediate cash for trading. Every order had an associated cost

element in order to complete the work, including materials and labour.

3 54 There was also uncertainty regarding payment from customers in the event that orders
were completed. The Administrator was aware of a number of existing disputes with
customers regarding the qualty of completed work by the Company prior to
administration Given these known disputes, there was no guarantee or certainty that

customers would not raise further disputes on work done by the Administrator

3 5.5 Having considered the most likely outcome for a hmited penod of trading, the
Admunistrator prudently estimated that Azure would at best break even, If not incur a

small loss. There would also have been the costs of supervision of trading to consider,

3.5 6 These findings were discussed with Factor 21. On balance, the anticipated outcome
from trading was too uncertain, The Administrator could not recommend to Factor 21
that additional funds be advanced and a decision was therefore made not to make funds

avatlable to support continued trading.

Once the decision was made to cease trading, the Admunistrator dismissed all of Azure’s
employees; wutially by way of verbal communication, followed by written confirmation.
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Lambert Smith Hampton ("LSH") were instructed by the Adminestrator to take an inventory of

the Company’s chattel assets and prepare a formal valuation

The combined value for the Company’s chattel assets, for both unencumbered assets and
assets subject to finance, 1s some £72,150 on an 1 sity basis and £32,650 on a break up
basis. These values include certain assumptions made n respect of the amounts owed on

finance.

The estimated value of the unencumbered assets, including plant and machinery, motor
vehicles, stock and office furniture and equipment 1s £36,300 on an /1 situ basis and £20,600

on a break up basis.
Disposal of the Chattel Assets and Work in progress

The former manager of Metal Surgery expressed an interest Iin acquining certain
unencumbered assets of Azure, and the unfinished work In progress lying on site at the time

of appointment.

An offer of £14,000 was receved from Fancy Dress Superstore Limited (“FDS”) for certain
items of plant, machinery and office furniture and equipment, In addition, a separate offer of
£1,000 was also received from FDS for the work in progress and freely owned stock Please
note that FDS 1s an unconnected party.

Whilst the offer made was below LSH's ex sifw valuation, the following considerations were

given

3121 Associated sales costs and commission 1n pursuing an alternative disposal strategy

could equate to 20-30% of overall realisations

3.12,2 FDS was seeking to continue to occupy the freehold Premises under licence from the
Adminustrator. The offer made took account of the continued benefit to be received
by the administration from a tenant in occupation under licence. I comment it more
detail below

3.12.3  The work in progress on the current order book had no readily attainable value, save
for the base value of the raw materials, and would require further fabnication work

in order for it to have any quantifiable value
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Based on these considerations, and in the absence of any other increased offer, LSH
recommended that the Administrator accepted the offer from FDS. A sale was concluded

shortly after the Administrator's appointment.

On LSH’s recommendations, the Administrator intends to dispose of the balance of the
Company‘s unencumbered assets by way of an on-line auction, which 1s set to occur during

the second week of December 2016
The Freehold Premises

As commented upon above, the freehold Premises 1s owned by the parent company, Garraf,
The property 1s subject to a mortgage in favour of Bath Investment & Building Society
(\\BIBSH)

Azure occupied the premises on an informal basis, with the agreement of Garraf (and indirectly
with Mr Walters), and in return maintained the monthly mortgage due to BIBS under the
mortgage

With the agreement of Garraf and Mr Walters, the Administrator has granted FDS a short term
hicence to occupy the freehold Premises in erder for him to continue with his business activities.
Under the terms of the licence, FDS i1s paying the Administrator a licence fee of £1,500 per

month.
Disposal of Residential Flat — “the Flat”

The Company owns a residential property in Plymouth, which 1s currently occupied by the
director, Mr Walters The Flat is also subject to a mortgage in favour of BIBS, and at the date
of appointment the mortgage outstanding was approximately £305,000,

Factor 21 also has a secondary interest in the Flat behund BIBS under its fixed charge security
Any surplus arising from the disposal of the Flat, and after the repayment of the BIBS’
mortgage and the associated costs of disposal, would be available to satisfy the Company’s
indebtedness to Factor 21, in the event Factor 21 1s not repaid from debtor realisations.

The Administrator has instructed Best Gapp, independent property agents, to assist him in the
disposal of the Flat The recommendation from Best Gapp 15 that the Flat 1s marketed for
£425,000. For the purposes of the director’s Statement of Affairs only, the Flat 1s prudently
estimated to realise £415,000
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Based on these considerations, and in the absence of any other increased offer, LSH
recommended that the Admunistrator accepted the offer from FDS. A sale was concluded

shortly after the Administrator's appointment.

On LSH's recommendations, the Administrator intends to dispose of the balance of the
Company’s unencumbered assets by way of an on-lne auction, which 1s set to occur durng

the second week of December 2016.
The Freehold Premises

As commented upon above, the freehold Premises 1s owned by the parent company, Garraf
The property s subject to a mortgage in favour of Bath Investment & Building Soclety
("BIBS")

Azure cccupled the premises o an informal basis, with the agreement of Garraf (and indirectly
with Mr Walters), and in return maintained the monthly mortgage due to BIBS under the

mortgage

With the agreement of Garraf and Mr Walters, the Administrator has granted FDS a short term
licence to occupy the freehold Premuses in order for him to continue with his business activibes
Under the terms of the licence, FDS 1s paying the Administrator a licence fee of £1,500 per

month.
Disposal of Residential Flat —- “the Flat”

The Company owns a residential property in Plymouth, which 1s currently occupied by the
director, Mr Walters. The Flat 1s also subject to a mortgage in favour of BIBS, and at the date
of appointment the mortgage outstanding was approximately £305,000

Factor 21 also has a secondary interest in the Flat behind BIBS under its fixed charge security.
Any surplus ansing from the disposal of the Flat, and after the repayment of the BIBS
mortgage and the associated costs of disposal, would be avalable to satisfy the Company’s
indebtedness to Factor 21, in the event Factor 21 1s not repaid from debtor realisations

The Administrator has instructed Best Gapp, independent property agents, to assist hum in the
disposal of the Flat The recommendation from Best Gapp 1s that the Flat is marketed for
£425,000, For the purposes of the director’s Statement of Affairs only, the Flat 1s prudently
estimated to realise £415,000
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Presently, BIBS i1s not seeking to take its own recovery action as long as the Company
maintains the monthly mortgage payments, There is a clear value in the Flat for the benefit
of Factor 21 and the Administrator is continuing to service the BIBS' mortgage to preserve this

value
Book Debt Collection

As reported above, the Company’s book debts are subject to a factoring agreement with Factor
21, and as such any recoveries made are not generally available for the benefit of creditors.
At the date of appointment, the book debts were some £216,000, against which £170,435

was due to Factor 21

On appointment, approximately £165,000 was owed to Azure by its largest customer. The
amount due 15 disputed, and the Company has received a cross claim in respect of the work

that has been completed.

The Adminustrator has nstructed an independent Quantity Surveyor, Robert Pearce

Associates ("RPA™), to assist in the recovery of this disputed debt.

Since appointment, Factor 21 has continued to collect in the remainder of the debts due to
Azure At the time of this report, the remaining book debts are approximately £180,966. Factor
2115 owed approximately £118,120.

Administrator's Receipts and Payments

A summary of receipts and payments for the administration period from the date of the
Administrator’s appointment on 13 September 2016 to 7 November 2016 is attached at
Appendix A

Financial Position

Attached at Appendix B I1s a summary of the Director’s Estimated Statement of Affairs of the
Company as at the date of the Administrator’s appointment  This was verified by a statement
of truth by the Director on 7 November 2016.

The Admunistrator has the following observations to make 1n relation to the Director’s

Estimated Statement of Affairs.
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Freehold Property

There 1s sufficient value in the Flat in Plymouth to repay the BIBS' mortgage n full, and
generate a surplus It I1s estimated that there 1s approximately £105,000 of equity in the Flat,
subject to the final redemption figure and the associated costs of disposal.

In the first instance, any equity generated from the disposal of the Flat would be avallable to
satisfy the Company’s indebtedness to Factor 21, should it experience a shortfall on recovery

from debtor realsations.
Book Debts

For the sake of this report only, the director has applied a 25% provision against the disputed
debt with the Company’s largest debtor. A general provision of between 10-15% has been
appled against the other debts

Assuming total book debt cotlections of some £166,000, the director anticipates that Factor
21 will suffer a loss on recovery of approximately £4,000 from debtor recoveries. This 1s

predicated on the provisions set out above,

NB: Please note that the collection of the debtors remains within the controf and under the

security of Factor 21. As such, the director’s views are not binding on any debtor recoveries.
Leasehold Premises

The Company does not occupy the business premises under any formal tenure, and as such

there 1s no lease or licence that may crdinarnly have had a value
Parcels of Land

The Company owned two parcels of land which were sold several years ago, subject to

obtaining satisfactory planning consent.

The Administrator understands that the planning consent 1s imminent. However, the buyer
has raised significant counter claims against Azure for misrepresentation. For the purposes of

this report, no recoveries are anticipated
Underlease

The Company holds the underlease to a car park located mn Falmouth, Cornwall. The
underfease i1s not shown as an asset in the balance sheet of the Company, and holds no value
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according to the diector The Admurustrator will seek to ascertamn whether or not the

underlease has any realisable value.
Chattel Assets

There 15 no book value for the Company’s chattel assets The value 1s per LSH's formal
valuation, and includes assets subject to hire purchase / finance agreements The estimated

to realise value I1s taken from the sale of the unencumbered assets to FDS.
Director’s loan

The director advises that he personally owes meney to the Company in respect of his director’s
loan. From the books and records of Azure, it I1s unclear what monies may be owed to the

Company.

The Administrator 1s aware that Mr Walters 1s seeking to propose a Voluntary Arrangement
with his creditors (*IVA™) If an IVA 1s proposed and approved, it 1s uncertain what recovery

may be made in the administration
Inter Company Balance

According to the books and records of Garraf, the Company 1s owed approximately £1.2 Million
by way of an inter-company balance. The exact make-up of the loan is uncertain. Garraf has
entered voluntary liquidation since the Administrator’s appointment { see above) and the

expected recovery is nil

Proposals

It 1s proposed that the Administrator will continue to manage the affairs of Azure, in order to

achieve the objective of the administration. In the circumstances, it is proposed that.

If, having realised the assets of the Company, the Administrator thinks that a distribution will
be available to the unsecured creditors from the fund created out of Azure’s net floating charge
property { known as the ‘Prescrnibed Part’ ) by virtue of Section 176A(2)(a) of the Ensolvency
Act 1986 { " the Act * ), this will be distributed by the Administrator in the administration and

the Company will thereafter proceed to dissoluticn.

If, having realised the assets of Azure, the Administrator thinks that a distribution will be made
to the unsecured creditors other than by virtue of Section 176A{2)(a) of the Act as noted

above, the Administrator proposes filing a notice with the Registrar of Compantes, which will
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have the effect of bringing the appointment of the Administrator to an end and will move the
Company automatically into Creditors’ Voluntary liquidation { ™ CVL ” ), in order that the
distnbution can be made In these arcumstances, It 1s proposed that the Administrator will
become the Liquidator of the CVL

Court approval 1s not required to enable the Administrator to make a distribution to the
unsecured creditors of the Prescribed Part. If, however, a distribution to unsecured creditors
not limited to the Prescribed Part 1s anticipated, the Administrator may consider making an
application to court to seek permission to distribute this in the administration  If permission
Is granted, Azure will exit into dissolution once the distnbution has been made and the

administration concluded

If the Administrator thinks that the Company has no property which might permit a distribution
to its creditors, the Administrator will file a notice with the Court and the Registrar of

Companies for the dissolution of Azure

It should be noted that the Admimistrator expects Factor 21 to achieve a full recovery under
its fixed charge This 1s predicated on current estimated to realise values, as per the director’s
Statement of Affairs. It 1s therefore anticipated that the provisions of Section 176A(2)(a) of
the Act (“the Prescribed Part”) will not apply in this case

See Section 7 below on Exit Routes for further information on the exit routes available from

administration

The Administrator shall do all such other things and generally exerase all of his powers as
contained in Schedule 1 of the Act, as he considers desirable or expedient to achieve the

statutory purpose of the admunistration

If the Administrator considers it necessary to extend the penod of the administration, the
Administrator will seek the consent of creditors or the approval of the Court to the extension,
Creditors may consent to an extension for a penod of up to one year and the Court can order
that the Administrator's term of office be extended for a specified pencd determined by it

If the creditors consider establishing a Creditors' Committee and that f any such Commitiee
15 formed, they be authonsed to sanction the basis of the Administrator's remuneration and
dishursements and any proposed act on the part of the Admurustrator without the need to
report back to a further meeting of creditors generally, to include any decision regarding the

most appropriate exit route from the administration
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The basis of the Admunistrator's remuneration may be fixed as one or more of the following
bases and different bases may be fixed in respect of different things done by the

Administrator
= as a percentage of the value of the assets the Administrator has to deal with, or

* by reference to time properly spent by the Administrator and his staff managing the

admirustration, or
* asasetamount

In accordance with Statement of Insolvency Practice 9, 1ssued by the Assocration of Business
Recovery Professionals, the Administrator be authonsed to draw Category 2 disbursements as
and when funds are available, in accordance with Harrisons’ publshed tanff. Details of
Category 2 disbursements charged by Harrisons can be found in Appendix D.

Where no Creditors' Committee 1s appointed, the remuneration and disbursements of the
Administrator shall be fixed by resolution of a meeting of creditors, or, where the Adminstrator
thinks that the Company has insufficient property to enable a distribution to be made to the
unsecured creditors ( other than via the prescribed part ), approval will be sought from the
secured and ( If necessary ) the preferential creditors in accordance with R2 106 of the
Insolvency Rules 1986 The Admunistrator will also seek approval for any unpaid pre-
administration costs detailed in this report and his discharge from liability in the same manner

In this case, the Administrator is seeking to approve the basis of his remuneration as follows:

* By reference to the time properly spent by the Administrator and his staff in attending

to matters arising in the administration.

The Administrator will be discharged from liability under Paragraph 98 of Schedule B1 to the
Act immediately upon his appointment as Administrator ceasing to have effect.

Exit Routes

Creditors’ Voluntary Liquidation — "CVL"

Based on present information, the Administrator does not think a dividend will be paid to the
unsecured crediors, other than by virtue of the Prescribed Part in the event that Factor 21

does not enjoy a full recovery under its fixed charge.
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In the event that a dividend will be paid to the unsecured creditors by virtue of the Prescribed
Part, the Administrator will either make an application to Court to enable him to make a
distribution to unsecured creditors in the administration or the Administrator will file a notice
with the Registrar of Companies in order that the administration will cease and the Company
will move automatically into CVL to faclitate this distnbution It 1s proposed that the

Adminustrator will also become the Liguidator of the CVL

Creditors have the nght to nominate an alternative Liquidator of theirr choice, To do this,
creditors must make their nomination in writing to the Admimistrator prior to these proposals
being approved Where this occurs, the Administrator will advise creditors and provide the
opportunity to vote. In the absence of a nomination, the Administrator will automatically

become the Liguidator of the subsequent CVL.
Dissolution of the Company

If the Administrator makes a distribution to the unsecured creditors from the Prescribed Part
within the administration a notice will thereafter be filed at Court and with the Registrar of

Companies with the Administrator’s final report, for the dissolution of Azure.

The same notice will be filed and the Company moved to dissolution iIf the Administrator thinks
that Azure has no property which might permit a distribution to its unsecured creditors. A

copy of these documents will be sent to the Company and its creditors.

The Administrator’s appointment will end foillowing the registration of the notice by the

Registrar of Companies.
Compulsory Liquidation

If a move to CVL 1s not possible because a dividend to the unsecured creditors { other than
by virtue of the Prescnbed Part ) i1s not anticipated, but the Administrator concludes that an
exit into hquidation i1s appropriate so that further investigations into the Company’s affairs may
be carried out, an application to Court may be made to exit into Compulsory Liquidation
instead. If this 1s appropriate, at this stage it 1s anticipated, but not mandatory, that the

Administrator will become the Liquidater 1n the subsequent liquidation,
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Pre-administration Costs

Prior to the date of the Administrator’s appointment, Harrisons incurred total pre-appointment
time costs totalling £13,246, which represents 60 hours at an average rate of £220 77 per
hour. Attached at Appendix C i1s a pre-appaointment Time Analysis

Harrisons was Instructed by the Company on 6 September 2016 to assist in the administration
process It was agreed that Harrisons shall be paid £10,000 plus VAT by the Company acting
by its directors in respect of the costs associated with assessing that administration 1s the
appropriate nsolvency procedure and seeking the appointment of Anthony Murphy as

Admimistrator,

In the event that pre-administration costs were not for any reason paid in accordance with
the terms of the engagement letter by the Company, Harrisons reserved the night to seek
approval for these costs as an expense of the Administration under the provisions of R2 67A

of the Insolvency Rules 1986.

Harrisons’ pre-appointment time costs include the following matters:

. Setting up files and case set up on IPS.
. Completing checklists and conflict checks to accept appointment
. Strategy meetings to discuss the case and internal strategy e-mails regarding

appointment

. Undertaking a review of the sclvency of Azure, Including site visits.

. Review of book debt position and recoverability of book debts

. Review of debtor dispute

) Review of lease position

. Liaising with and advising the Director of the Company.

. Meetings with Director and the Director’s advisers

. Lizising with and advising F21.

. Review of appointment documents and dealing with e-mails regarding the

appointment.

. Liaising with PDT Soliators ( * PDT ” ) regarding the appointment formalities
. Secuning the Administrator’s appointment.
. Secured creditors / security review

Admunistrator's Report and Statement of Proposals
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88
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91

The majority of the above work could only have been carned out pre-appointment, and

enabled the appointment to take place

The work furthered the achievement of objective c¢) of the hierarchical objectives by preserving
the value of the book debt ledger for the benefit of the secured creditor, Factor 21.

Legal Fees

PDT was nstructed to assist Harnsons with the proposed appointment of the Administrator.
This included preparing the relevant appointment documentation and forms, filing the
appointment documentation at Court, conducting a security review and other general

appointment formalities.

Pre-appointment fees charged and expenses incurred by the administrator are as follows:

Amount Who . Amount
aid © payments | unpaid
p £ ! made by | £

f Total ]
Charged Brief description of | amount }
by | services provided , incurred

:i

u
|

Ji

Harrisons Please see above. 13,246 Nil N/A 13,246

FPOT Legal advice and 1,540 Nif N/A 1,540
disbursements mn
relation to the
Admirystrator’s
appointment.  Please
see above,

The payment of unpaid pre-admunistration costs set out above as an expense of the
administration 1s subject to the approval of creditors, separately to the approval of the
Administrator's proposals. As the Administrator thinks that Azure has insufficient property to
enable a distnbution to be made to the unsecured creditors ( other than via the prescribed
part }, approval will be sought from the secured and ( if necessary ) the preferential creditors

in accordance with R2 67A of the Insolvency Rules 1986 (" the Rules “ ).

Administrator's Remuneration

Under the provisions of R2.106 of the Rules, the Administrator 1s required to provide creditors
with details of the work he proposes to undertake in the admirustration and the expenses he

Admunistrator's Report and Statement of Proposals
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9.5
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10.1

11

111

considers will be, or are likely to be, incurred in dealing with the Company’s affairs, prior to

determining the basis upon which the Administrator’s remuneration will be fixed.

In addition to this, where an Administrator seeks to pass a resolution to agree the basis of his
remuneration by reference to the time properly spent by him and his staff in attending to
matters arsing in the administration, a fees estimate outhining the time and estimated cost of

the work to be done must also be provided.

In this case, I am seeking to agree that my remuneration be based on the time properly spent
by me and my staff in dealing with the affairs of the Company My fees estimate and details
of the work I propose to undertake can be found in Appendix D to this report Please note
that where appropriate, the fees estimate may be to a particular stage of the case only and If
I consider the estimate will be exceeded during the Administration, I am obliged to seek
further approval for any increase in my remuneration The fees estimate provides details of
these matters where relevant and appropriate approval to the basis of my remuneration will

be sought as outlined 1n section 6 of this report,

I will provide updates on the expenses I consider will be, or are likely to be, incurred during

this case with my progress reports in due course.

A copy of “A Creditors’ Guide to Administrator’s fees 15 avallable on request or can be
downloaded from http://www harnsons uk com/creditors-guide-fees If you would prefer this
to be sent to you in hard copy please contact Robert Forster of this office on 0207 317 9160.

Next Report

The Admirestrator 1s required to provide a progress report within one month of the end of the

first six months of the Admimstration and 1 will report to you again at this time.

Meeting of Creditors

The Administrater thinks that the Company has insufficient property to enable a distnbution
to be made to the unsecured creditors In accordance with Paragraph 52 (1) (b) of Schedule
Bl of The Insolvency Act 1986 an initial meeting of the Company's creditors is therefore not
being convened

Admnistrator's Repert and Statement of Proposals




112 The Administrator 1s, however, cbliged to hold an initial creditors' meeting If 10% in value of
the creditors request it. If you wish for a meeting to be held, you must notify hum in writing
In the prescribed form on or before 16 November 2016 In the absence of any such request,
the proposals will be deemed approved

For and on behalf of
Azure Ol Services Limited

ny M
Administrator

Enc

Administrator's Report and Statement of Proposals




Appendix A

Receipts and Payments Account for the Period from 13 September 2016 to 7 November
2016
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Administrator's Summary of Receipts & Payments

Statement
of Affairs
£

415,000 00

14,000.00
1,000 00

Azure Oil Services Limited
( in Administration )

ASSET REALISATIONS
Freehold Property

COSTS OF REALISATION
Mortgage Payments

ASSET REALISATIONS
Plant & Machinery
Stock / Work in Progress
Licence Fee

Bank Interest Gross

COST OF REALISATIONS
Agents' Fees

Agents' Disbursements
Legal Fees

Legal Disbursements
Mortgage Payments

REPRESENTED BY

Cash at Bank (Interest Beaning)

VAT Payable

From 13/09/2016
To07/11/2016
£

Nil

(3,111 00)
(3,111.00)

14,000 G0
1,000.00
3,000 00

355

18,003.55

(5,750.00)
(250.00)
(3,450.00)
(142.30)
(2,604.56)
(12,196.86)

2,695.69

3,805.69
(1,110.00)

2,695.69




Appendix B

Summary of Director’s Statement of Affairs of the Company
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Azure Oil Services Limited { in Administration )

Summary of Director's Statement of Affairs as at 13 September 2016

Estimated to

Book Value Realse
£ £

Assets subject to fixed charge or other encumberance
Freehold property 425,000 415,000
Less
Due to Bath Buillding Society {305,000) {305,000)
Estimated Property surplus carned down 120,000 110,000
Book debts 216,822 166,424
Less
Due to Factor 21 Plc {170,435) {170,435)
Estimated surplus / {deficiency) on book debt collection 46,387 {4,011)
Estimated Property surplus brought down 110,000
Estimated fixed charge surplus after repayment to Factor 21 carried down 105,989
Uncharged Assets
Leasehold premises Nil N1l
Parcels of land Nil il
Underlease Nil Nil
Chattel assets 81,000 14,000
Stock & Work in progress 143,800 1,000
Director's loan Uncertain Uncertain
Inter company balance 1,224,938 Nil
Fixed charge surplus brought down 105,989 105,989
Estimated total assets available for preferential creditors 120,989
Preferential creditors Employees (20,213)
Total assets avallable to unsecured creditors 100,776
Unsecured, non-preferential creditors
Trade & expense creditors (131,713)
Leasing companies (218,247}
NatWest Bank Pic (29,112)
H M Revenue & Customs - PAYE (24,670}

- VAT {9,684)

(413,426}

Estimated deficiency as regards creditors {312,650)
Issued and called up capital (25,000}
Estimated total deficiency as regards members (337,650)
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Time Analysis for the Period from 13 September 2016 to 31 October 2016
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Additional Information in Relation to Administrator's Fees  Appendix D

11

12

13

21

Fee Basis

The Administrator i1s seeking to agree the basis of his remuneration in this case as time
properly spent by him and his staff in dealing with the affairs of the Company. This appendix
includes details of the work the Administrator proposes to undertake and the expenses the

Administrator considers will be, or are likely to be, incurred o

Where a time cost basis i1s being sought, this will include the Administrator’s fees estimate,
which also provides details of the hourly rate or rates the Administrator and his staff propose
to charge for each part of that work and the time he anticipates each part of that work will

take,

In this case, I do not anticipate that it will be necessary to seek further approval to increase
the level of the fees estimate If the time incurred Is in excess of my fees estimate enclosed

with this report

Expenses

Below s a table which outhnes the expenses that I consider at this stage will be, or are likely
to be, incurred in dealing with Azure’s affars. 1 will provide an update to creditors in my

future progress reports

; g~ — —
Expense : | Provider : Basis of fee | Cost to date £
[ arrangement )

Book debt colfection Robert Pearce Associates 20% of realisations it
Agents costs mn dealng | Best Gapp Fixed fee and 3% of it
with freehold property realisations to  be
charged
Agent’s costs mn dealing | Lambert Smith Hampton Time costs  plus 6,000
with chattel asset sales disbursements
Sokcitor’s costs n dealing | PDT Sokcitors Time  costs  plus 3,592
with the apponitment disbursements
Statutory advertising London Gozette Fixed cost Nif
Adrmirustrator’s bond AUA  Insolvency  Risk | Fixed cost Nit
Services Limited
Docurment storage Total Data Management | Cost per boxed stored N/
Lirnited
Staff related travel and | Direct cost of | NA Nit
subsistence Admirnistrator & his staff
Insurance AUA  Insolvency  Risk | Risk based premium Nit
Services Limited

Admunistrator's Report and Statement of Proposals
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3.3.

4.1

4.2,

43

Re-direction of  the | Royal Mail Group Limited Fixed fee N
Company’s mail

Search costs Comparies House Fixed fee NY

Staff Allocation and the use of Sub-contractors

The general approach to resourcing Harrisons’ assignments 1s to allocate staff with the skills

and expenence 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 Harrisons' charge out rate schedule below provides details of all grades of staff

and their experience level.

Harrisons 1s not proposing to utilise the services of any sub-contractors in this case,

Administrator's Disbursements

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 Any Category 1 disbursements we anticipate being incurred in this case are mcluded

in the table 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 htre, document storage

or business mileage

The following Category 2 disbursements are currently charged by Hamsons:

Type and purpose

Business mileage @ 45p per mile incurred

Admunistrator's Repornt and Staternent of Proposals
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5.1,

Separate approval will be sought for the authonsation of the re-charge of Harnsons’ Category

2 policy on the re-charge of these dishursements

Charge-out Rates

A schedule of Harrisons’ charge-out rates for this assignment effective from 1 July 2016 1s

detailled below. Please note that Harnsons records its time in minimum units of 6 minutes.

Directors

Managers

Senior Case Supervisors
Case Supenaisors
Assistants/Trainee Case
Supervisors

Admunistrator's Report and Staterment of Proposals

2016/2017
£

305 - 550

250 - 350

175 - 250

125 - 205

100 - 150



Azure OQil Services Limited ( “ the Company / Azure ")

Fees Information in accordance with The Insolvency (Amendment) Rules

11.

1.2.

1,3,

14

2.1,

2.2,

23

31

32

2015 and Statement of Insolvency Practice 9

Fees overview

Prior to an insolvency practitioner agreeing the basis of his remuneration as Administrator,
details of the work proposed to be done and the expenses it 1s considered will be, or are likely
to be, incurred in dealing with a company’s affairs must be provided to creditors.

In addition, where the Administrator proposes to take all or any part of this remuneration based
on the time he and his staff will spend dealing with the affairs of the insolvent company, a fees
estimate must alse be provided. This will outline the anticipated cost of that work, how long it
is anticpated the work will take and whether any further approvals may be needed from
creditors 1n due course,

It should be noted that a fees estimate may be provided to a particular milestone or for a
designated penod in a case, where it 1s not possible to accurately estimate the work that will
need to be done at the outset.

Creditors should be aware that the fees estimate 1s based on all of the information avallable
now and may be subject to change due to unforeseen circumstances that may anse during the
admiistration  If it 1s considered that the fees estimate will be exceeded, the Administrator
must provide an update and seek approval to increase the previously agreed fees estimate

Work anticipated and the likely return to creditors

some of the work undertaken by an insolvency practitioner 1s required by statute and may not
necessanly provide a financial benefit to creditors  Examples of this work include investigations
required by Statement of Insolvency Practice 2 and the Company Dhrectors Disqualification Act
1986, or dealing with the daims of former employees via the National Insurance Fund.

Where the work to be done I1s anticipated to produce a financial benefit to creditors, this will be
stated and it may be necessary for the Administrator to instruct third parties to assist in this
process because of a particular expertise that the third party may bring, such as valuation, tax
or legal advice,

Where It 1s practical to do so, an Administrator will provide an indication of the likely retum to
creditors when seeking approval for the basis of his remuneration Again due to the complex
nature of the work undertaken by insolvency practittoners and the uncertainties that may exist
i relation to the realisation of a company’s assets at the outset of a case, this may not be
possible  An Administrator 15, however, required by statute to provide penodic reports to
creditors on the progress of a case, which will include an update as to the likely return creditors
may expect.

Proposed fee basis

In this case, 1t 1s being proposed that the basis of my remuneration as Administrator will be
based on the time spent by me and my staff in dealing with the Company's affairs Attached to
this document 1s my fees estimate, together with an explanation of the work 1 propose
undertaking

Each part of the work to be undertaken will necessarily require different levels of expertise and,
therefore, related cost In order to aid understanding, for the purposes of my fees estimate, I
have indicated an average blended rate of the grades of staff such as myself, the case manager,




3.3.

41

4.2,

43

4.4,

45

46

4.7

the case administrator and cashier when estimatmg the total hours to be spent on each part of
the work.

This fees estimate Is produced on the basis of all the work T currently propose will be necessary
in the administration. If I consider the fees estimate will be exceeded, I will notify creditors
accordingly, provide a revised estimate and seek further approval for my increased fees

Outline of work to be done by the Administrator

Below are details of the work 1 propose undertaking in support of the fees estimate for the
administration:

Administration {including statutory compliance & reporting)

Under insolvency legislatton, the Administrator must comply with certain statutory complance
requirements, which may not bring any direct financial benefit to the creditors of Azure.

This work includes

Notifying creditors of the Admiristrator’s appointment and other associated formalities, including
statutory advertising and filing relevant statutory notices at Companies House.

Preparing and 1ssuing periodic progress reports to members and creditors

Lodging periodic returns with the Registrar of Companies for the administration

Complying with statutory duties in respect of the Administrator’s specific penalty bond

Creation and update of case files on the firm’s insolvency software

Redirection of the Company’s mail to the Administrator’s office.

Secunng Azure’s books and records

Pension regulatory reporting and auto-enrolment cancellation

Completion and filing of the notice of the Company’s insolvency to HM Revenue & Customs
Periodic case progression reviews {typically at the end of month 1 and every 6 months thereafter).
Opening, maintaining and managing the administration estate cashbook and bank account(s)
Dealing with all post-appointment VAT and corporation tax compliance.

Realisation of assets

The Administrator will seek to realise all of Azure’s assets as outlined in the Director’s Statement
of Affairs and I would comment on the known assets of the Company as follows:

Freehold Property
Azure owns a residential flat at Plymouth, which 1s subject to a mortgage in favour of Bath
Investment & Building Society { " BIBS ” ) Realising this asset will involve the following work (
as a mimimum )
Liaising with BIBS and arranging repayment of the BIBS' mortgage.
Instructing independent property agents to commission a formal valuation and assist with disposal.
Liaising with the independent property agents
Consideration of offers and negotiation
Formalities associated with a sale of freehold property.
Book Debts

The Company’s book debts are subject to a factoning agreement with Factor 21, and as such
any recoveries made are not generally available for the benefit of creditors.

That being said, I am likely to be required to complete the following work:

Manttoring the book debt collection and liaising with Factor 21.




4.8.

49,

Instructing an independent Quantity Surveyor, Robert Pearce Associates ("RPA"), to assist in the
recovery of a large disputed debt

If book debt collections are sufficient to repay Factor 21 in full, arrange for the debtor ledger to be
reassigned back to Azure and the remaining book debts realised for the benefit of the admimistration
estate,

Chattel Assets
The Company 1s in possession of both unencumbered assets and assets subject to finance,
compnsing mainly of plant and equipment and IT equipment Realising the value { where

possible ) in the chattel assets will involve the following work ( as a mintmum ):

Instructing Lambert Smith Hampton Group (™ LSH ) to take an inventory of the Company’s chattel
assets and prepare a formal valuation.

Liaising with LSH regarding disposal strategy.

Liaising with the finance companies

Stock and Work in Progress

LSH will also assist with the disposal of stock held by Azure and realising any value in the work
In progress.

Creditors (claims and distributions)

4,10 As Admirustrator, I will deal with all secured, preferential and unsecured creditor

correspondence and claims as received, including any clams of crechitors under retention of title
Based on the Director’s Statement of Affairs, the Administrator does not think a dividend will be
paid to the unsecured creditors, other than by virtue of the Prescnbed Part in the event that
Factor 21 does not enjoy a full recovery under its fixed charge I will ether deal with the review
and adjudication of creditors’ claims in the administration or in the subsequent liquidation, f
and when It 15 determined that a dividend 1s to be declared to creditors

4.11 It should be noted that the above is based on the Director's Statement of Affairs and the

projected realisable value of the Company’s assets, which at this stage 1s unconfirmed 1 will
undertake approprate investigations into and obtain valuations of, Azure's assets and will
confirm the ltkely return to creditors in my first progress report

412  Other work under this category will include:

Liaising with secured creditors, obtaining charge documents and validating the secunity.
Establishing and holding periodic meetings of the creditors’ committee and associated filing
formalities (if a committee 15 appointed)

Dealing with former employees to provide support and assistance in lodging any claims they may
be entitled to make for unpaid wages, holiday pay and other statutory entittements from the
National Insurance Fund and the Company

Investigations

413  As Administrator, I am required to conduct investigations into the conduct of the Director of

Azure and transactions entered into prior to the Company’s insolvency, as required by the
Company Directors Disqualfication Act 1986 and Statement of Insolvency Practice 2
{Investigations by Office Holders in Administrations and Insolvent Liquidations).

414 The following work may not necessarily lead to any financial benefit to creditors yet 1s work 1

am required to undertake by statute:

Intial assessment required by Statement of Insolvency Practice 2 and the Company Directors
Disqualification Act 1986 ( ™ CDDA " ), including the review of the Company's books and records
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5.2.

and the dentffication of potential further asset realisations, which may be pursued in the
administration.
Filing a statutory return to the Department for Business, Innovation and Skills under the CDDA

Administrator's Expenses

As also noted, I am required to provide creditors with details of the expenses I consider will be,
or are hkely to be, ncurred in the administration  These may include expenses such as agent’s
costs for assisting 1in the disposal and realisatton of the Company’s physical assets or other
routine expenses associated with an insolvency case, such as statutory advertising costs or the
office holder’s specific penalty bond,

Below 1s a summary of the expenses I consider will be, or are likely to be, incurred in this case
I will provide a further update to creditors in my subsequent progress reports.

Expense Estimated cost

£

Agents’ costs (freeho! roperty) ] 0,000 100
Agents’ costs (chattel assets) 5,000 - 10,000
Agents’ costs (book debt collection) Uncertain
Sohators’ costs 4,882
Insurance 1,000
Statutory adverbsing 79
Specific penalty bond 58
Collection and external storage of the Company’s books and records 1,000
Re-direction of the Company’s mait 350
Case related travel & subsistence 735
Search costs 2
Category 2 disbursements charged by the firm

Business mileage 768

61

62

Harrisons Business Recovery & Insolvency ( London ) Limited’s ( ™ Harrisons ” )
Charge-out Rates and Category 2 Disbursements Policy

Attached to this document are details of Harrisons’ current charge out rates and policy regarding
the re-charge of Category 2 disbursements.

Category 2 disbursements 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 Any Category 2 disbursements which Harnsons proposes to charge in this
case are reflected n the table of expenses above Approval to charge these will be sought from
creditors when the basis of my remuneration as Administrator 1s fixed.
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It should be noted that Harnsons’ charge-out rates may increase penodically. If any such
increases impact on the fees estimate for the administration, creditors will be notified
accordingly.

Administrator’'s Fees Estimate

Below 1s my fees estimate for the administration The work the Administrator anticipates
undertaking in relation to this esimate has been outhned above. It 1s an estimate for the entire
administration  If 1 consider this estimate will be exceeded, 1 will advise creditors and seek
approval for my revised fees estimate as approprate

Category of work

comphance & reporting}

Realisation of assets 65 300 19,500
Creditors 48 250 12,000
Investigations 40 250 10,000

Total estimated fees

Administration (including ry

Estimated
Number of
Hours

175 |

Average |
biended charge :
out rate

£

200

Estimated cost




