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Background 

We were engaged by SG in August 2017 to comment on the options available  
 SG concluded that a loan should be provided  

.  We have monitored FMEL’s progress against its 
projections for SG  

  Whilst SG provided a £15m loan in 
September 2017 it was recognised that a further £15m would likely be required for completion of 
801/2 and FMEL management expected to achieve this through contract price increases. 

 
 
 

 

FMEL’s customer for the delivery of 801/2 is CMAL.  CMAL’s shareholder is SG and CMAL is reliant 
on SG to fund the acquisition of new vessels  

and  
 

  
 
 

   
 

Over the past month we have worked alongside SG to document its initial draft heads of terms and 
explain them to FMEL.  SG has since worked with its legal advisers to convert the draft heads of terms 
to draft legal agreements.  This has included several discussions with FMEL around key commercial 
aspects of the loan.  The initial terms discussed have continued to evolve throughout this process.  We 
note that the documentation between the parties remains in draft format and therefore not finally 
agreed between the parties – therefore where we comment on terms “agreed” between the parties in 
this document it should be noted that this is on the basis of the latest draft term sheet that we have 
seen (issued 10 June 2018) as appended to this letter. 

In order to provide a loan, SG needs to consider whether such a loan meets with the European Union’s 
Market Economy Investor Principle (“MEIP”).  As part of its MEIP considerations, SG wants to 
understand key factors to determine whether the loan can be made on commercial terms that would be 
acceptable to an independent private investor.  This should take account of the financial factors that 
influence SG, but exclude factors such as economic development and employment. 

Our comments are presented as a briefing paper to support discussions with Ministers.  We 
understand that a conclusion on providing the loan is a matter for Ministers and that compliance with 
the MEIP is a broader legal question over and above the commerciality of the terms.  We are not 
engaged to comment on these wider aspects. 
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Appendix 1 

 

 

 

 

 

 

 

 

 

FMEL projections 
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Appendix 2 

 

 

 

 

 

 

 

Options investigations 

  






