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Deloitte.

Ferguson Marine Engineering Limited
(in Administration)

(“the Company” / “FMEL")

Progress report for the period 16 August 2019 to 15 February
2020 pursuant to rules 3.93 to 3.94 inclusive of the Insolvency
(Scotland) (Company Voluntary Arrangements and
Administration) Rules 2018 (“the Rules”)

Michael John Magnay and Robert James Harding (“the Joint Administrators”) were appointed Joint
Administrators of the Company on 16 August 2019 by HCC International Insurance Company Plc
("HCCI"), as first ranking secured creditor. The affairs, business and property of the Company are
managed by the Joint Administrators. The Joint Administrators act as agents of the Company and
contract without personal liability. All licensed Insolvency Practitioners of Deloitte LLP (“Deloitte”) are
licensed in the UK to act as Insolvency Practitioners by the Institute of Chartered Accountants in
England and Wales. .

For the purposes of paragraph 100(2) of Schedule Bl of the Insolvency Act 1986 (as amended), (“the
Act”), the Joint Administrators confirm that they are authorised to carry out all functions, duties and
powers by either of them jointly and severally.

Council Regulation (EU) No 2015/848 applies and these are the main proceedings as defined in Article
3(1) of that regulation.

20 March 2020

Court Case No. P743 of 2019
Court of Session
Company Number:SC485060

Registered Office: c/o Deloitte LLP
Saltire Court,

20 Castle Terrace,

Edinburgh,

EH1 2DB
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@ Progress of the administration

Summary
Receipts and payments

Pre-administration costs
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Progress of the
administration

Summary
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Work done during the repert period (continued)

Other assets not included in the sale of business
(continued)

Book a.mcam and other debtors

As at the date of our appointment, the Company’s sales
ledger comprised 11 pre-appointment book debts
totalting £1.7m. As at the date of sale of business, we
had collected £0.1m. The majority of the remaining
book debts, together with other debtors, transferred to
Macrocom upon the sale of business.

One book debt, in the sum of £1.5m, related to the 803
contract and was subject to dispute at the date of our
appointment. Both the debtor and the contract were
excluded from the sale of business to FMPGL.

Subsequent to this report period we have agreed a
commercial settlement with the customer that is tied to
FMPGL agreeing to carry out works in respect of the
vessel and its successful delivery to the customer.
Further details will be provided in our next report.

Statutory tasks

During the period we have carried out the following
tasks which primarily relate to fulfilment of statutory
and compliance cbligations and other tasks of an
administrative nature:

« (ase set-up and management actions, including
updating the creditor portal for the case, filing and
regular diary reviews to ensure compliance matters
are dealt with accordingly;

+ Statutory repoerting, including the preparation of the
Proposails;

« Appointment notifications, including notifying
relevant parties of the appointment;

* Preparation and submission of our confidential report
to The Insolvency Service on the directors’ conduct;

+ Cashiering functions, including the preparation of
monthly bank account recondiliations and various
payments and receipts; and

« Interaction with HM Revenue & Customs (“HMRC"} in
respect of VAT and Cotporation Tax matters.

© 2020 Deloitte LLP | F

These tasks are a necessary part of the engagement
but do not generate any direct financial benefit for
creditors.

Director Conduct Reports

We have complied with our statutory duty to report on
the conduct of the Company’s directors and submitted

our confidential report to The Insolvency Service on 27
October 2019.

guson Marine E ing Limited (in Administration) | 20 March 2020
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Progress of the
administration

Receipts and
payments

Q0
@6

Joint Administrators’ receipts and payments account
16 August 2019 to 15 February 2020

Reczipts
Trading swrplus

Freehold/leasehold building and land

Cash collateral {held by Surety)
Book debts

Non POC WIP

Prepayments and other debtors
Sale of business

801/802 price daim

Cash at bank

Bank Interest Gross

Total receipts

Payments

Statutory adwvertising

Agents' fees

Legal Fees

Legal Expenses

Other sale of business osts
SPA debts to purchaser

Bank charges

Total payments

Batance
Made up of:
Balance held in IB bank account

SoA values

4,000,000
4,500,000
1,651,000
141,000
699,000
43,894,000
48,329,000
3,000,000

106,214,000

Balance held in IB non trading bank account

VAT (payable)Yreceivable
Sale control account

© Trade creditors

Balance in hand

Notes Period

1 640,822 640,822

4,546,543 4,546,543

108,518 108,518
7 - -
7 177,567 177,567
2 - -
3 - -
3,024,989 3,024,989

4 7,096 7,096
__ 8505534 8505534
178 178

31,982 31,982

500 500

17,250 17,250

6,426 6,426

4,135 4,135

555 555

61,026 61,026
3,444,508

4 306,861
4 7,798,067
5 338,392
184

6 704
—5:444,508

A receipts and payments account: together with a separate trading account is provided above
and on the next page, respedtively, detailing the transactions during the repart period.

In preparing this report, figures have been munded (for presentational purposes only). There
may therefore appear to be munding emors.

Notes to receipts and payments account
1 Trading surplus

Any trading surplus remaining after the conclusion
of administration costs of trading is to be retumed
to FMPGL (formerly Macrocom).

2 Sale of husiness

The consideration for the sale of business was
£7.5m. This was by way of credit bid (i.e. no cash
consideration). Please refer to page 5 for details of
the consideration.

The £43.9m value attributed to the sale of business
in the Directors’ SoA was calculated on a going
concern basis, therefore the SoA value is not directly
comparable to the consideration agreed.

3 801/802 price claim

The Directors’ SoA attributes a value of £48.3m in
respect of a potential claim against FMEL's principal
customer. We have obtained Counsel’s opinion
confirming that there was no realistic opportunity for
the Company to pursue the daim for benefit to the
creditors.

4 Bank interest

All funds are held in an interest bearing (“IB")
account. The associated corporation tax on interest
received has been/will be accounted for to HMRC.

5 VAT

All sums shown opposite are shown net of VAT,
which is recoverable and has been/will be accounted
for to HMRC.

6 Trade creditors

Invoices are logged on an accruals basis. The
balance shown represents invoices {ogged but not
yet sent for payment.

7 Adjustments
An adjustment was made of £35,291 to the receipts
and payments account to reflect the misallocation of

Non POC WIP to Prepayments and other debtors.

© 2020 Dekoitte LLP | Ferguson Marine Engineering Limited (in Administration) | 20 March 2020 8



0702 \poey 07 | (uenensunupy uy) paguurn Gu

WOu3 JuLrem 062y | ¢T) aMoRq 020z O

F<= 3 g ] T (Wusp)/sdms Bupeas

gﬂnm suluided 300

' [eACWIRI 3ISEM

000's yses Ayad

P6E'ED suciPNpap joied wauguedde - aug

£1E°T sasuadxa aaiows waunuwsdde - ayg

00E"vEY sIo)paD wasuey

T anjuuny 040

40T SpoDad Jo 2bei0rs

TI6°C BDUISISANS P UCIICPOUNLIOINY

005°6E Alages pue yjesH

ars'y oueudUIeK pue sneday

£55°19 wawdinbg jo anH

BEE'TH Bumeap)

I safuetp jueg

LEV'E saay |eugissajad

100°101 aouensug

L9%'9 wodsuesy pue abewe)

8205 1I pue }Bwsu ‘auoyda@ )

Sya'‘sr Aunoag

881°07 W6y pue yeay

900’61 sajey

985‘Z8 sy

188'¢ Guissaoasd jjasked

- £VS'E0T SAU0JS GRWNSUCD)

19dWL 0 paWwinai aq s snidins buipen jeuy Auy SIb'6 sasusdxs saA0K

‘uonisod Jua.UND ay) Payal 0} Junodde Bupery  TOYSEL'Z anoqe| Paky

a3yl jo Ino paisnipe uaq IARY pUe 101GaP PIPNPXS M Eu”mﬁ. speue)

03 pajefy ‘sjesodoud INO Ul PIPNPUL ‘HOEGLT JO Saeg L EEST iAoy

‘passadoud TEOTNIOD e (Go L

Bujaq |IBs suonesuen jeuy yum atqeded sasuepeq jeuy  HIEBE6S uaby Buibeuey woy Guipungy
saibe 0] 1944 Yum Suisiey ase am pue Bupueisino wa”w“ sijedas pue B:EuE_MHEmﬂ”m sjuawAed

SUIBLLRI JUnodoe Buy uo 7]
fetsl 3 IPEn uonensiuilpe jeuy sy ndwou pue s3diaoay
*siseq sjenmoe ue uo paltedald uasaq ’
sey aysoddo 3 aylulu uonensiul

U 1923 313 Ul uMOys Juno3de Buipen UL 610Z J2qUIa0aa Z 03 6T0T ISNDNY 9T nensiutipe
wnooe Gulpes] 03 SII0N unoaoe Guipes ,S101enSIuupY 1oL 943 jJo mm@.._m@._&




Progress of the
administration
Pre-administration
costs
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Pre administration costs

In the following paragraphs we have provided an
explanation of the work carried out by us in the period
prior to the administration which was carried out with
the intention of helping to achieve the objective of the
administration, i.e. achieve a better resuit for creditors
as a whole than would be obtained through an
immediate liquidation of the Company:

= Planning for and implementing an administration
strategy to enable continuation of business;

» Preparatory work relating to terms and conditions of
the MA and Put Option to be entered into on
appointment, with Macrocom; and

= To achieve this we liaised with S&W regarding the
legal aspects of the administration appointment and

the preparation of the MA, the Put Option and
appointment documents.

Pre-administration time costs

Hours Amount (£)

Pariners & direciors 1040 110970
Assistant direchns 80 7.000
Managers 707 55853
Assistant managers 35 2,205
Support 40 1,160
Totsl paid 1902 177,188
Time costs

We have incurred pre-administration time costs of
£177,188 as above.

Disbursements
No pre-administration disbursements were incurred.

Legal costs
During planning for the administration, we were
assisted by S&W on matters including:

- Preparation of appointment documentation;

- Advising on the security structure and title
documents;

- Advising on the timings of appointment;

- Preparation of MA and Put Option documentation;
and

- Advising on various applicable regulations to the
appointment.

In respect of this work, S&W incurred time costs of
£75k plus VAT and no expenses.

Approval of unpaid pre-administration costs

As set out opposite and above, we have unpaid pre
administration costs and expenses of £177,188. and
S&W have unpaid pre-administration costs of £75k plus
VAT.

The payment of these unpaid costs as an expense of the
administration is subject to approval under Rule 3.52.
In this regard we have sought approval from the
secured creditors to decide whether and to what extent
the unpaid pre-administration costs should be approved
for payment. Approval of these costs has has been
received from two of the secured creditors however
approval remains outstanding from SM {approval first
sought on 25 November 2019).

© 2020 Dekoitte LLP | Ferguson Marine Engineering Limited (in Administration) | 20 March 2020 10
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Information for
creditors

Outcome

A0
ee

©e

Outcome for creditors
Secured creditors
The Company's records and the Directors’ SoA show

that, at the date of our appointiment, the following
amounts were owed to secured creditors:

HCCI - £20.3m, secured by way of floating charges
granted by the Company on 2 November 2016 and
14 February 2018, and a standard security over
freehold property dated 13 March 2018. HCCI also
held a cash collateral deposit in the sum of £4.5m.
Subsequently, HCCI issued a demand to the
Company dated 9 August 2019 for an amount of
£19.8m.

SM - £49.8m, secured by way of a floating charge
granted by the Company on 25 June 2018 and a
standard security over freehold property dated 4 July
2018. Subsequently, SM issued a demand to the
Company dated 2 September 2019 for a total
amount of £50.1m comprising £19.5m relating to
sums advanced to the Company and £30.6m relating
to sums advanced to FMEL's parent company,
Ferguson Marine Engineering (Holdings) Limited
("FMEHL").

Clyde Blowers Capital (*CBC") - £3.0m provided to
FMEHL. This is secured by way of a floating charge
granted by the Company on 1 February 2019 and a
standard security over freehold property dated 13
February 2619.

Clydeport Operations Limited ("Clydeport™) — £5k,
this amount was secured by way of a standard
security over freehold property granted by the
Company on 16 September 2014.

An Intercreditor Deed dated 1 February 2019 between
HCCI, SM, CBC, the Company, FMEHL and MacKellar
Sub-Sea Limited ("Mackellar™) details the ranking of the
above secured creditors, as follows:

1.
2.

3.

Debts owed to HCCI;

Debts owed to SM in relation to sums advanced to
the Company; and

Debts owed to SM relating to sums advanced to
FMEHL, then debts due to CBC.

© 2020 Deloitte LLP | Fergy e Engi

Secured creditors (continued)

HCCI's daim and assigned security against the Company
was satisfied in full as part of the sale of business to
Macrocom with the cash collateral deposit monies being
retumed to the Company.

The A sale to Macrocom for a credit bid consideration
resulted in SM’s debt reducing by the amount of the
consideration, £7.5m. SM will likely receive further
distributions in respect of their debt.

No distributions have been made to CBC and we do not
anticipate there will be funds available to enable a
distribution to CBC.

To enable completion of the sale of business, Macrocom
provided funding to settle the outstanding debt to
Clydeport. Therefore no further secured balances are due
to Clydeport.

Preferential creditors

Preferential claims relate to amounts owed to employees
for arrears of wages/salaries, holiday pay, and pension
contributions. Estimated preferential claims as per the
Directors’ SoA totalled £172k. However, as all employees
transferred to FMPGL under TUPE, we do not anticipate
any preferential creditor claims will be received.

Prescribed Part

The Prescribed Part is an amount set aside for unsecured
creditors from asset realisations that would otherwise be
paid to secured creditors under their floating charge,
(referred to as the net property), as set out under section
176A of the Act. It applies only where the charge was
created on or after 15 September 2003.

The Prescribed Part is calculated as a % of the net
property and is subject to a statutory maximum of £600k
per company. Where the value of the Prescribed Part is 50
small as to make the costs of distributing it
disproportionate, the court may, on our application,
disapply it.

Based on current information, we anticipate that the
maximum Prescribed Part of £600k will be available. The
actual Prescribed Part may be lower in the event that
costs of administration are greater than currently
anticipated.

ring Limited (in Administration) | 20 March 2020 12
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@ Remuneration and expenses

Joint Administrators’ remuneration
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Joint Administrators’ time costs for the period 16 August 2019 to 15 February 2020

All partners and technical staff (including cashiers) assigned to the case recorded their time spent working on the case on a computerised time
recording system. Time spent by secretarial staff working on the assignment has not been recorded or recovered. The appropriate staff have been
assigned to work on each aspect of the case based upon their seniority and experience, having regard to the complexity of the relevant work, the
financial value of the assets being realised and/or claims agreed.

Average
Partrners & Directors Assistart Directors Yanagers Assistant Y'anagers Assistarts & Suppent rate:h
Hours Cost (k) HoUrs Costify Cost (E Hours Cost &t Hours Cost {£) Caost (£)
Cashiering and Stahilory Filing 575 5.820.00 - - .95 20.770.50 16.40 10,332.00 31200 41,760.00 37260 88,682 50 238.01
Canse Management and Clomwre 3120 34,878.00 9.70 8.487 50 nm 29.783.00 19.50 12.285.00 9.90 2.183.00 108.00 97,616.50 811.26
Inifal AcSons 730 7.856.00 0.10 163.50 8.40 6.636.00 1230 7.749.00 21.00 2,890.00 49.10 25,234.50 513.94
General Reporing 1.50 1,740.00 1.00 875.00 41.10 32.468.00 11.60 7,308.00 810 1,853.00 63.30 44.245.00 698.97
45.25 50,294.00 10.80 9, 408.00 12615 99,658.50 50.80 37,67400 351.00 A0,696.00 593.00 245.778.50 41447
vestigations
Invesgations - - - - 200 1.580.00 - - 1269 3,349.70 14.69 492970 33558
Reports on Direciors’ Conduct 1.00 1,160.00 - - 1.50 1.165.00 - - 24.50 2,485.00 27.00 4.830.00 178.89
1.00 1,160.00 D - 3.50 2, 785.00 - - 37.19 5,834.70 | 4169 9.7%.T0 234.10
Tranfing
Day 1 Conirol of Trading - - 400 3,500.00 38.40 30,336.00 - - - - 4240 33,836.00 798.02
Monitoring Trading 37.50 40,800.00 18.90 16,537.50 131.50 103,885.00 28.80 18,144.00 15.70 4.553.00 232 40 183,918.50 791.39
45.90 40.968.00 24.40 21,087.50 248.90 196.631.00 51.50 32,445.00 100.40 30,146.00 470.50 330,271.50 | 701.51
Realisation of Assets ’
Book Debts 30.50 33,040.00 1.00 ur5.00 10.80 8.532.00 120 756.00 0.20 58.00 4370 43,261.00 989.95
Other Assols (e.9. Stock) 100 1.160.00 280 2,450.00 10.70 8.453.00 210 1,323.00 1.00 290.00 17.60 13,676.00 705
Properly - Freehold and Leasehold - - - - 020 158.00 - - - - 0.20 158.00 790.00
Sale of Busineas / Asscts 255.80 276,946.00 52.60 46,025.00 123.20 97,328.00 1.30 819.00 - - 43290 421,118.00 972.78
287.20 311.146.00 5.9 50.400.00 145.50 114,946.00 460 2,808.00 70 §73.00 A90.70 A4890,062.00 92,63
Croditors .
Employees. 250 2,900.00 200 1,750.00 19.30 15,247.00 20 21,546.00 590 1.831.00 63.90 43,274.00 e
Secured - 17.90 18,755.00 1,047.77
Uepecawend 17.80 9.378.00 526.85
99.60 71,407.00 TH6.94
Case Specific Matters
Penions 1.80 1.134.00 630.00
VAT 40.80 31,522.45 776.42
Tax 29.04 18,736.80 645.21
T1.44 51,393.25 719.9
TOTAL HOURS & COST 177523 | 118867195 669.59
L -1
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Deloitte.

Deloitte LLP is a limited Hability partnership registered in England and Wales with registered number OC303675 and its registered office at 1 New
Street Square, London EC4A 3HQ United Kingdom.

Deloitte LLP is the United Kingdom affiliate of Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guaranbee ("DTTL). DTTL and each of its member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not provide
services o clients. Please see www.deloitte.com/about to kearn more about our global network of member firms.
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