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FSL TruST iS here  
For The Long  

hauL, driven by our 
Long-Term viSion 

and commiTmenT To 
STakehoLderS.

Navigating through a still stormy global shipping sector, 
these guiding principles will help us to forge ahead.

 
We are optimising the use of our resources and drawing 

strength from allies within and outside the industry. We will 
stay the course as we leverage on our industry knowledge 

and management experience to steer the Trust forward.



OUR VISION is to be the world’s leading leasing provider on a bareboat charter basis in 
the maritime industry.

OUR MISSION is to offer maritime operators a financing alternative which is typically 
not available from commercial banks or public capital markets.

First Ship Lease Trust (“FSL Trust”) is a Singapore-listed business trust that provides lease financing on a long-
term bareboat charter basis to the international shipping industry. 

FSL Trust presently owns a diversified portfolio of 25 modern and high quality ocean-going vessels comprising 
containerships, tankers and dry bulk carriers. Of these, 20 vessels are leased to reputable shipping companies on 
long-term bareboat charter basis and two vessels are leased under fixed-rate time charters. The remaining three 
vessels are deployed in a chemical tanker pool. The portfolio of substantially fixed-rate leases provides the Trust 
with stable and predictable long-term revenue and cash flow, as well as protection from the cyclical fluctuations in 
shipping charter rates.

FSL Trust is managed by FSL Trust Management Pte. Ltd., the Trustee-Manager. The Trustee-Manager aims to 
grow and diversify the Trust’s portfolio via accretive acquisitions of vessel with leases, to increase predictable cash 
flow generation and to provide regular cash distributions to unitholders of the Trust.

FSL Trust is listed on the main board of the Singapore Exchange Securities Trading Limited and its American 
Depository Receipts are quoted on the PrimeQX tier of International OTCQX. FSL Trust is a component stock of the 
FTSE ST Maritime Index and the MSCI Global Micro Cap Index.
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Dear Unitholders,

The industry witnessed another dismal year as 
weakness in freight rates and asset values persisted in 
2012. This resulted in a spate of defaults, restructurings 
and bankruptcies as shipping companies struggled with 
the poor market conditions. Unfortunately, FSL Trust 
was not spared from the unprecedented downturn. 

FSL Trust reported full year 2012 revenue of US$106.1 
million, which was 4.2 per cent lower compared to the 
previous year. Net cash generated from operations 
declined by 25.4 per cent to US$47.6 million. During 
the year, we conserved capital and strengthened our 
balance sheet, increasing our cash reserves by US$5.2 
million to US$37.5 million. 

The majority of our vessels are leased on long-term 
fixed-rate bareboat charters and these continue to 
provide the Trust with a steady stream of cash inflow, 
enabling us to service our loan repayments. 

STaying nimbLe in reSponSe To chaLLengeS

When we suffered defaults by subsidiaries of Berlian 
Laju Tanker Tbk in February 2012, we were able to 
leverage on our wide network, obtain the necessary 
support from our partners and react swiftly to the 
situation. We arranged new employment for the three 
affected chemical tankers in the ‘Nordic Tankers 19,000 
Stainless Steel Pool’ which ensured that our vessels 
would continue to generate revenue for the Trust, albeit 
at lower rates. We believe that the chemical tanker 
sector is poised for a recovery as it has promising 
supply-and-demand fundamentals, and deploying our 
vessels in this pool will allow us to benefit from potential 
increases in freight rates. 

Another lessee, TORM A/S (“TORM”), succumbed to 
the prolonged weakness in the shipping market and 
ran into financial difficulties. To help facilitate TORM’s 
restructuring, we agreed to reduce our bareboat 
charter rates to variable rates that TORM achieves 
in the market. In return, all early buyout, purchase 
and lease extension options in TORM’s favour were 
cancelled and FSL Trust received a 2.5 per cent equity 
stake in the restructured TORM.

Trying to achieve revenue stability amid this volatile 
freight rate environment was challenging. We managed 
to secure two three-year time charters with Petròleo 
Brasileiro S.A., one of the world’s largest energy 
companies, for our two product tankers, FSL Hamburg 
and FSL Singapore. This move gives us better cash 
flow visibility for the two vessels, which had previously 
traded in the spot market since 2010.

AS TRUSTEE-MANAGER, WE 
REMAIN DETERMINED TO MOvE 
PAST THE SETBACkS AND STRIvE 
TO POSITION THE TRUST FOR A 
SUSTAINABLE FUTURE. 

WE BELIEvE THAT IT IS 
ESSENTIAL FOR US TO STAY 
NIMBLE AND ADAPT TO 
CHANGING MARkET CONDITIONS. 

Apart from maintaining our base portfolio of long-term 
bareboat charters and fixed-rate time charters for 
stability, we decided to keep a small portfolio of vessels, 
specifically the three chemical tankers, employed at 
market rates with the flexibility to fix more lucrative 
charters when market conditions improve. The variable 
nature of the renegotiated rates of the two product 
tankers leased to TORM also allows FSL Trust to benefit 
from a market recovery.  
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WE REMAIN 
STEADFAST IN 
OUR COMMITMENT 
TO STRENGTHEN 
AND SAFEGUARD 
THE TRUST, AND 
APPRECIATE THE 
SUPPORT OF ALL 
OUR STAkEHOLDERS 
AS WE MOvE THE 
BUSINESS FORWARD. 

Wong meng meng
Chairman

STaying ahead Through 
prudenT capiTaL managemenT

The ship financing market has been severely affected 
by the fragile economic conditions in Europe. The 
number of banks with active shipping portfolios 
has shrunk, and loans are extended to selected and 
reputable customers only. We are pleased to have 
completed our refinancing early in December 2011 and 
mitigated refinancing risks until 2017, when our six-
year amortising term loan matures. 

Despite the uncertain outlook, we are gratified that 
our lenders recognise the strength of our business 
and continued to support us throughout the year. 
In June 2012, we secured a 12-month relaxation of 
two loan covenants from our lenders, which lowered 
our financing compliance risks. Barring unforeseen 
circumstances, we are confident that we will be able to 
meet our loan repayments. 

STaying FocuSed amid The uncerTainTieS

The shipping industry continues to face rough 
headwinds as it works its way through its overcapacity 
woes. Furthermore, economic weakness continues to 
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In conclusion, we would like to thank our unitholders for 
their continued support even as we face a challenging 
business environment. We would also like to thank our 
fellow directors, business partners and employees for 
their contributions during the past year.

Wong meng meng
Chairman

phiLip cLauSiuS
President and
Chief Executive Officer

28 February 2013

add to the financial pressures faced by many shipping 
companies. Given the protracted crisis, we expect to see 
more restructurings within the industry over the near 
term. Nonetheless, we believe that this cyclical market 
will turn – it has historically done so, and we are already 
near, if not at, the bottom of the downturn. 

The Trust continues to face risks of defaults and we 
remain cautious about the outlook for the Trust. We 
have completed our restructuring with OMNI Ships Pte. 
Ltd., the lessee of our two dry bulk carriers and are 
still engaged in another restructuring discussion with 
one other lessee. On a combined basis, we expect both 
of these restructurings to have a material impact on 
revenues for the current financial year.

The valuable industry experience that we have gained 
over the years has allowed us to move forward with 
greater confidence. We want to assure you that we 
remain focused and committed to our vision and 
responsibilities in safeguarding the interests and 
creating sustainable value for all unitholders.
 

AGAINST A BACkDROP 
OF WEAk MARkET 

CONDITIONS, WE 
RESPONDED TO THE 

CHALLENGES PRUDENTLY 
AND PURSUED A 

BALANCED STRATEGY 
THAT WE BELIEvE WILL 
IMPROvE THE TRUST’S 
PERFORMANCE WHEN  

THE MARkET  
TURNS AROUND.

phiLip cLauSiuS
President and

Chief Executive Officer



We believe a strong, unwavering focus on  
our goals is the very strength that will get us there. 
Never swayed by the winds and waves, we remain 
totally committed to our mission to safeguard your 

interests and create lasting values for all.

STay 
FocuSed



uniThoLderS SponSor
FSL Holdings Pte. Ltd.

TruSTee-manager
FSL Trust Management Pte. Ltd.

FSL Asset Management Pte. Ltd.

Special Purpose Companies 
(SPCs)

vessels

Lessees

86%

100%

Trustee and Incentive Fees

Repayments on any shareholder’s loan, 
dividends, and share buy backs

Lease Income

Ownership

Ownership

Lease

(1) Acts on behalf of Unitholders
(2) Management & Trustee services

Singapore Tax  
Exempt Distributions

Holdings of Units
Public/Investors - 76%

Sponsor - 24%

Management 
Services

Management 
Services Fees

Management 
Fees
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86.6 98.8 100.5 110.7 106.1

08 09 10 11 12

revenue 
US$ millions | Year

59.1 67.9 60.5 63.8 47.6

08 09 10 11 12

neT caSh From operaTionS 
US$ millions | Year

diSTribuTion per uniT
US cents | Year

11.52 7.90 4.35 2.95 0.10

08 09 10 11 12

neT proFiT / (LoSS) aFTer Tax
US$ millions | Year

4.8 8.4 -5.7 -17.1 -8.4

08 09 10 11 12
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LeaSe revenue* by veSSeL Type For Fy2012

crude oil Tankers

product Tankers

chemical Tankers

dry bulk carriers

containerships

49%

15%

25%

9%
2%

LeaSe revenue* by charTerer For Fy2012

26%

15%

15%

9%

8%
7%2%

3%

15%

omni Ships (formerly Siba Ships)

petrobras (on bbce basis)

yang ming

James Fisher

evergreen marine

geden Lines

Schoeller holdings

Torm

berlian Laju Tanker

* Includes bareboat charter equivalent (“BBCE”) revenue from two 
product tankers leased on time charters to Petrobras.
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In the cyclical global shipping market,  
oftentimes filled with uncertainties,  
FSL Trust has been able to proactively 
manage the challenges well, alleviating  
their impact on our position and  
protecting unitholder interests.

STay 
ahead



First Ship Lease Trust (“FSL Trust” or the “Trust”) is  
a business trust constituted in March 2007 and 
registered under the Singapore Business Trusts Act 
to provide long-term lease financing across major 
maritime segments. 

FSL Trust is in the business of providing lease financing 
on a bareboat charter basis to the international shipping 
industry. The Trust owns a diversified portfolio of 25 
vessels, consisting of two crude oil tankers, 11 product 
tankers, three chemical tankers, seven containerships 
and two dry bulk carriers with a dollar-weighted average 
age of seven and a half years (based on net book value 
as at 31 December 2012).

Of the 25 vessels in FSL Trust’s portfolio, 20 are leased 
to seven reputable international shipping companies on 
long-term “hell and high water” bareboat leases and two 
are leased on fixed-rate time charters. The remaining 
three vessels are deployed in a chemical tanker pool. 

Under a “hell and high water” bareboat lease, the 
vessel is operated by the Trust’s lessee, who is 
responsible for all vessel operating and maintenance 
costs, and the lessee is obligated to pay FSL Trust 
even if the vessel is not in operation for any reason.  
18 out of 20 bareboat leases in the Trust’s portfolio 
have substantially fixed rates throughout the lease 
term, which provides protection against shipping cycle 
risks such as volatility in the spot and short-term time 
charter markets. This enables the Trust’s portfolio to 
generate stable and predictable long-term revenue 
and cash flow. The remaining two vessels on bareboat 
charters are leased on variable market rates.

The Trust has two product tankers chartered on three-
year fixed-rate time charters. The charterer is liable 
for voyage costs while FSL Trust is responsible for the 
operation and maintenance of the vessels and bears all 
costs relating to operating the vessels. 

The three chemical tankers deployed in the pool are 
commercially managed by the pool manager together 
with other similar vessels. Net pool earnings are 
distributed monthly to shipowners based on pool points. 

FSL Trust has appointed Columbia Shipmanagement 
(Singapore) Pte. Ltd. as technical manager for the 
five vessels that are deployed on time charters and 
in the pool.

As at 31 December 2012, the Trust’s portfolio (excluding 
the three chemical tankers) has an average remaining 
lease term of five years (on a dollar-weighted average 
basis by net book value, excluding extensions and 
buyout options). The Trust has an aggregate remaining 
contracted revenue of approximately US$336.4 million 
from its 18 substantially fixed-rate bareboat charters 
and two time charters.

For FSL Trust’s lease financing business, its main 
competitors are commercial banks in the shipping 
sector and other ship leasing companies. FSL Trust 
competes primarily on price, structuring flexibility and 
its strong market position in the long-term bareboat 
charter sector. FSL Trust’s leasing solutions offer 
flexibility in structuring the transaction by providing 
potential lessees with various options such as purchase 
options, residual upside sharing agreements, lease 
extension options and fixed or floating rate leases. The 
lease solutions are attractive to shipping companies 
who wish to explore operating leases as an alternative 
financing option.

The TruSTee-manager

FSL Trust is managed by FSL Trust Management 
Pte. Ltd. (“FSLTM”), the Trustee-Manager. FSLTM is 
responsible for the Trust’s investment and financing 
strategies, asset acquisition and disposal policies, 
the overall management of the Trust’s business and 
safeguarding the interests of FSL Trust’s unitholders as 
a whole. 

FSLTM is led by a highly-experienced team of shipping 
and finance professionals, with average of more than  
20 years of experience in structured finance, ship 
financing and the operational and commercial aspects of 
the shipping industry. FSLTM has an external investment 
advisory committee, comprising distinguished industry 
experts who provide FSLTM with perspectives on the 
maritime industry and advice with respect to assessing 
and evaluating potential lease transactions.

FSLTM has built strong relationships with both the 
customers and intermediaries in the finance and 
shipping industries. It works directly with customers of 
FSL Trust to provide tailored solutions that meet their 
needs. FSLTM also taps on the extensive networks 
of management’s industry contacts to reach out to 
potential customers.
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01. mr Wong meng meng
Chairman and Independent Director

Mr Wong is Chairman and an independent director of the 
Trustee-Manager and a member of the Audit Committee. 

Mr Wong graduated from the University of Singapore 
and was admitted to the Singapore Bar in 1972.  
He was among the pioneer batch of Senior Counsels 
appointed in January 1997. Mr Wong is a consultant 
with Wong Partnership LLP, which he founded in 1992. 
He is an accredited arbitrator with various professional 
and jurisdictional institutions. He now acts mainly as 
arbitrator or counsel in selected cases.

Mr Wong is an accredited adjudicator under the Building 
& Construction Industry Security of Payment Act 2004, 
and a member of the Competition Appeal Board set up 
to handle appeals under the Competition Act. Mr Wong 
is Chairman of the Energy Market Company Pte. Ltd. 
and Mapletree Industrial Trust Management Ltd. and 
he also serves on the Board of several public and other 

companies including United Overseas Bank Limited and 
Mapletree Investments Pte. Ltd. He is also a member 
of the Advisory Board of the Faculty of Law, National 
University of Singapore and a vice President of the 
Singapore Academy of Law. He had served previously 
as a member of the Military Court of Appeal. Mr Wong 
was the President of the Council of The Law Society of 
Singapore between 2010 and 2012.

02. mr phang Thim FaTT
Independent Director

Mr Phang is an independent director of the Trustee-
Manager and Chairman of the Audit Committee. 

Mr Phang is currently Deputy Managing Director 
and Chief Financial Officer of BOC Aviation Pte. Ltd.,  
a wholly-owned subsidiary of Bank of China and the 
largest aircraft lessor based in Asia. He has extensive 
experience in leasing solutions for the aviation industry 
as well as in corporate finance, treasury management 
and risk controls. He joined BOC Aviation in 1996 after 
17 years with the treasury department in Singapore 
Airlines. Mr Phang holds a Bachelor of Economics (First 
Class Honours) from the University of Malaya.

The board oF FSLTm, aS TruSTee-manager oF FSL TruST, compriSeS individuaLS WiTh a broad range 
oF commerciaL experTiSe in STrucTured Finance and The Shipping induSTry. The board haS Five 
direcTorS, Three oF Whom are independenT.
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03. dr michaeL John monTeSano iii
Independent Director

Dr Montesano is an independent director of the Trustee-
Manager and a member of the Audit Committee.

He is visiting Research Fellow at the Institute of 
Southeast Asian Studies in Singapore, where he serves 
as managing editor of the journal SOJOURN: Journal of 
Social Issues in Southeast Asia. Dr Montesano has co-
edited five books on Southeast Asia and written widely 
on the region’s modern social, economic and business 
history as well as its politics. He is frequently quoted 
in international media on Thai and Southeast Asian 
affairs, and has conducted economic-policy research in 
Myanmar since 2010.

Dr Montesano holds a doctorate in Southeast Asian 
history from Cornell University. He was also educated 
at Yale University and at the University of the Philippines 
College of Agriculture at Los Baños.

04. mr phiLip cLauSiuS
President and Chief Executive Officer

Mr Clausius is a non-independent director, President 
and Chief Executive Officer of the Trustee-Manager.

Mr Clausius is responsible for the general management 
of the business with an overall responsibility for the 
Trustee-Manager’s performance. He has more than 
20 years of financial and operational experience in the 
shipping industry.

He co-founded First Ship Lease Ltd. in 2002, and 
oversaw the constitution of FSL Trust and its successful 
listing on the Mainboard of SGX in March 2007.  
He currently serves on the Advisory Panel of the 
Singapore Maritime Foundation.

Mr Clausius was formerly the Director of Business 
Development at Schoeller Holdings Ltd., Cyprus 
between 1997 and 2003, where he was responsible 
for developing the company’s long-term financing and 
investment strategy. Prior to this, he founded Philco 
Security Ltd., a Greek marine insurance and ship 
broking firm in 1996 and was its Managing Director. 
Between 1992 and 1995, he held the position of Director 
of International Broking at Hubertus Clausius, a 
German marine insurance broker with special expertise 
in marine hull and liability insurance products. 

Mr Clausius holds a “Diplom – Betriebswirt,” the 
German equivalent of a graduate degree in Business 
Administration from the European Business  
School, Germany.

05. mr cheong chee Tham
Senior vice-President and Chief Financial Officer

Mr Cheong is a non-independent director and Chief 
Financial Officer of the Trustee-Manager.

Mr Cheong is responsible for the financing, treasury 
and accounting functions of the Trustee-Manager’s 
operation. He has more than 20 years of experience in 
accounting, leasing and asset financing.

Mr Cheong joined the Sponsor of FSL Trust in 2005 
as Chief Financial Officer. He was previously with the 
Singapore Airlines (“SIA”) Group (1989 to 1997, 2001 
to 2005). He was responsible for raising long-term 
financing for the freighter acquisition programme as 
well as the financial reporting for SIA Cargo Pte. Ltd.,  
a wholly-owned subsidiary of SIA.

Mr Cheong holds a Master of Applied Finance degree 
from Macquarie University, Australia and a Bachelor of 
Accountancy (Second Class Honours) degree from the 
National University of Singapore.
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01. mr phiLip cLauSiuS
President and Chief Executive Officer

02. mr cheong chee Tham
Senior vice-President and Chief Financial Officer

03. mS kWa Lay San
Senior vice-President and Chief Risk Officer

Ms kwa was appointed Chief Risk Officer in 2006 and 
was instrumental in the development of FSLTM’s 
proprietary risk management protocols. She heads the 
risk management team in charge of the risk assessment 
and risk monitoring processes. 

Ms kwa began her career as a Corporate Banker at 
DBS Bank in 1995. From 2003 to 2006, she was a Credit 
Approver covering the transport and logistics industry. 
Ms kwa holds a Master of International Management 
(Honours) degree from Thunderbird, The American 
Graduate School of International Management and a 
Bachelor of Business Administration (Honours and 
Distinction) degree from the University of Iowa.

04. mr viJay kamaTh
Senior vice-President and Chief Commercial Officer

Mr kamath is Chief Commercial Officer and is 
responsible for the new business development of the 
Trust. He also oversees shorter-term deployment and 
management of the Trust’s vessels. 

Mr kamath has more than 19 years of maritime 
industry experience. Prior to joining FSLTM in 2008, 
he had stints with the National Bank of Fujairah psc 

in Dubai and Essar Shipping Ltd. in India, where 
he garnered varied industry knowledge, financing, 
business development and commercial expertise. Mr 
kamath holds a Master of Management Studies degree 
in Finance and a Bachelor of Science degree in Physics, 
both from Goa University, India.

05. mS rebecca cheng
Legal Counsel and Company Secretary

Ms Cheng joined the Trustee-Manager in 2008 as 
Legal Counsel and Company Secretary. Ms Cheng was 
called to the Singapore Bar in 1990 and she joined a 
law firm where she was involved in general corporate 
and conveyancing work. From 1997 to 2007, she was 
Legal Counsel at DelGro Corporation Limited and then 
ComfortDelGro Corporation Ltd. (after the merger 
with Comfort Group Ltd.) and was also its Company 
Secretary in 2007.

Ms Cheng holds a Bachelor of Law (Honours) degree 
from the National University of Singapore.

06. mS ng yoke yee
Financial Controller

Ms Ng was appointed financial controller in 2008 
and assists the Chief Financial Officer in overseeing  
the financing and accounting functions of the  
Trustee-Manager.

Prior to joining FSLTM, Ms Ng was the Financial 
Controller of EnGro Corporation Limited. From 1995 to 
2005, she was with GP Batteries International Limited, 
assisting the Head of Finance in all financial aspects of 
the company. Ms Ng holds a Bachelor of Accountancy 
degree from the National University of Singapore.
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03 02 01

01. mr heinrich-LeopoLd FeLix SchoeLLer

Mr Schoeller is the Chairman of Schoeller Holdings 
Limited, a Cyprus-based investment holding company 
which he founded in 1978. Schoeller Holdings Limited 
engages in a wide range of businesses including ship 
owning, ship management (Columbia Shipmanagement 
Ltd.), liner services (Bengal Tiger Line Ltd., Austral Asia 
Line B.v. and New Pacific Shipping) and hotel services 
(Columbia Hotels & Resorts).

Mr Schoeller was a Superintendent in C.F. Ahrenkiel 
GmbH (1970 - 1972), Managing Director of Hanseatic 
Shipmanagement Ltd. (1972 - 1976) and Technical 
Director of C.F. Ahrenkiel GmbH (1977 - 1981). 

Mr Schoeller was awarded the Cyprus Maritime 
Award in 2005 by the Government of Cyprus for his 
contributions to the Cyprus shipping industry.

02. mr peTer michaeL kLopFer

Mr klopfer founded P.M. klopfer Shipbrokers, Inc. in 
1991 and co-founded First Ship Lease Ltd. alongside 
HSH Nordbank, Bayerische Hypo- und vereinsbank and 
Schoeller Holdings in 2002. He was a Line Manager in 
Hellenic Lines Limited (1965 - 1973), Joint Managing 
Partner of LQM Associates, Inc. (1979 - 1981), Partner in 
Jacq. Pierot Jr. & Sons, Inc. (1981 - 1989) and Chairman 
and Chief Executive Officer of Finanshuset (USA) Inc. 
(1989 - 1991).

Mr klopfer is currently President of P.M. klopfer 
Shipbrokers, Inc. which provides ship brokerage, 
maritime consulting and financial and securities 
analysis services to the shipping and financial 
communities. Mr klopfer attended Queens College  
of the City University of New York and Pace College.

03. mr uLF gÄnger

Mr Gänger was a member of the Board of Managing 
Directors of Hamburgische Landesbank- Girozentrale, 
the predecessor of HSH Nordbank prior to his retirement 
in 2003 and was responsible for matters relating to 
shipping companies, transport, commodity trade and 
corporate finance. During his employment with the 
bank, he developed its Asian network and founded, 
among others, the Singapore branch office of the 
bank. Under his direction, the ship financing portfolio 
of the bank became number one worldwide. After his 
retirement in 2003, Mr Gänger remains active as a 
business consultant to several international shipping 
companies. Mr Gänger graduated from the University of 
Hamburg with a diploma in economics in 1965.

The inveSTmenT adviSory commiTTee provideS The TruSTee-manager WiTh perSpecTiveS on The 
mariTime induSTry and Ship Financing aS WeLL aS advice in aSSeSSing and evaLuaTing poTenTiaL 
LeaSe TranSacTionS. The memberS oF The commiTTee are:



FSL TruST’S porTFoLio haS groWn To a 
diverSiFied FLeeT oF 25 veSSeLS Through 
progreSSive veSSeL acquiSiTionS. FSL TruST 
aSpireS To conTinue To groW and diverSiFy 
iTS porTFoLio Through addiTionaL  
accreTive veSSeL acquiSiTionS WiTh  
Long-Term bareboaT LeaSeS. 

SoLWay FiSher

cLyde FiSher

ever radianT ever reSpecT

FSL neW york

FSL London

cape FaLcon

cape Ferro (FormerLy caLypSo)

cumbrian FiSher

2005
2006

2004



Shannon FiSher

Torm margreThe

Torm marie

acTionaqua

ym eLixirym eminence ym enhancer

SpeciaLiTy SenioriTy

FSL SingaporeSuperioriTy FSL hamburg

STeLLa eLTaninSTeLLa FomaLhauT

FSL Tokyo

2007

2008

2011

Note: Since March 2007, FSL Trust has been listed on the main board of the Singapore Exchange Securities Trading Limited.



veSSeL year buiLT buiLder capaciTy FLag

chemicaL Tanker 

FSL New York 2006 Usuki Shipyard, Japan 19,970 DWT Singapore

FSL London 2006 Usuki Shipyard, Japan 19,966 DWT Singapore

FSL Tokyo 2006 Shin kurushima, Japan 20,938 DWT Singapore

conTainerShip

Cape Ferro# 2003 Peene Werft, Germany 1,221 TEU Marshall Islands/Cyprus

Cape Falcon 2003 Peene Werft, Germany 1,221 TEU Marshall Islands

Ever Radiant 1994 Mitsubishi Heavy Industries, Japan 4,229 TEU Panama

Ever Respect 1995 Mitsubishi Heavy Industries, Japan 4,229 TEU Panama

YM Eminence 2008 CSBC Corporation, Taiwan 4,250 TEU Liberia

YM Elixir 2008 CSBC Corporation, Taiwan 4,250 TEU Liberia

YM Enhancer 2008 CSBC Corporation, Taiwan 4,250 TEU Liberia

crude oiL Tanker 

Aqua 2007 Samsung Heavy Industries, South korea 115,000 DWT Singapore/Malta

Action 2007 Samsung Heavy Industries, South korea 115,000 DWT Singapore/Malta

dry buLk carrier

Stella Fomalhaut 1999 Sanoyas Hishino Meisho, Japan 46,685 DWT Singapore

Stella Eltanin 1999 Sanoyas Hishino Meisho, Japan 46,693 DWT Singapore

producT Tanker

Cumbrian Fisher 2004 Samho, South korea 12,921 DWT Bahamas

Clyde Fisher 2005 Samho, South korea 12,984 DWT Bahamas

Shannon Fisher 2006 Damen Galati, Romania 5,421 DWT Bahamas

Solway Fisher 2006 Damen Galati, Romania 5,421 DWT Bahamas

Speciality 2006 Qingshan Shipyard, Wuhan, PRC 4,426 DWT Bahamas

Seniority 2006 Qingshan Shipyard, Wuhan, PRC 4,426 DWT Bahamas

Superiority 2007 Qingshan Shipyard, Wuhan, PRC 4,426 DWT Bahamas

FSL Hamburg 2005 Hyundai Mipo Dockyard, South korea 47,496 DWT Singapore

FSL Singapore 2006 Hyundai Mipo Dockyard, South korea 47,470 DWT Singapore

TORM Margrethe 2006 Dalian Shipbuilding Industry Co. Ltd, PRC 109,672 DWT Singapore

TORM Marie 2006 Dalian Shipbuilding Industry Co. Ltd, PRC 109,672 DWT Singapore

veSSeL porTFoLio deTaiLS

# Formerly Calypso
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evergreen marine corporation Ltd. (Taiwan) is a 
publicly-traded (TSEC: 2603) owner and operator of 
containerships. Evergreen Marine is also involved in 
a broad range of other marine transportation related 
businesses, including shipping agency services, building 
and operation of container terminals and marine skills 
training institutes. The company operates more than  
160 container vessels with more than 240 service 
locations. Evergreen Marine was founded by Dr. Chang 
Yung-Fa in 1968 and is controlled by the Chang family.

geden Lines (Turkey) is a privately-owned shipping 
company. Geden Lines operates a modern fleet of  
49 vessels comprising crude oil tankers, product 
tankers and dry bulk carriers totaling 4,505,688 dwt 
with an average age of 2.49 years. The company is part 
of the Çukurova Group, a leading Turkish business 
conglomerate group that has interests in numerous 
industries, including construction, communication and 
information technologies, media, transportation and 
services, financial services and energy. Geden Lines 
was incorporated in 1975. 

James Fisher & Sons plc (United kingdom), listed on 
the London Stock Exchange (LSE: FSJ), is a leading 
provider of specialist services to the marine, oil and gas 
and other high assurance industries worldwide. Since 
its beginnings in 1847 as a shipowner and operator, 
James Fisher has developed unparalleled expertise 
in the marine environment, providing comprehensive 
products, services and support to the oil and gas, 
marine renewables, shipping and defence industries. On 
land, James Fisher is increasingly a supplier of choice 
to the nuclear construction and transportation sectors, 
providing specialist knowledge, skills and capabilities 
in the most safety-critical of engineering environments. 

omni Ships pte. Ltd. (Singapore), formerly known as 
Siba Ships Pte. Ltd., is a privately-owned commercial 
shipping arm of the Balzarini family who has over  
50 years of experience in commercial shipping. OMNI 
Ships operates a fleet of nine dry bulk carriers and four 
product tankers. The fleet has a capacity of approximately 
750,000 dwt and an average age of five years. 

petròleo brasileiro S.a. – petrobras (Brazil) is an 
integrated oil and gas company that is the largest 
corporation in Brazil. It operates as an energy company 
in sectors including exploration and production, 
refining, oil and natural gas trade and transportation, 

petrochemicals and derivatives, electric energy, biofuel 
and other renewable energy source distribution. 
Petrobras is publicly-listed on the São Paulo Stock 
Exchange (ticker: PETR3, PETR4) and is majority owned 
by the Government of Brazil. 

Schoeller holdings Ltd. (Cyprus) is a privately-owned 
investment company. The Chairman and founder 
of Schoeller Holdings is Mr Heinrich Schoeller,  
a successful entrepreneur who built the company into a 
dynamic organisation with more than 8,000 employees 
worldwide. Schoeller Holdings has diverse interests 
in the maritime and non-maritime businesses. In the 
maritime businesses, it is engaged in ship owning, 
ship management and liner services. It owns one of the 
world’s largest ship management companies, Columbia 
Shipmanagement Ltd. and several liner companies 
including Bengal Tiger Lines, Austral Asia Line and 
New Pacific Line. In the non-maritime businesses,  
it is engaged in the hotels and resorts, restaurants and 
horticulture businesses, primarily in Cyprus, Germany 
and in Europe.

Torm a/S (Denmark) TORM was founded in 1889. 
The company conducts business worldwide and is 
headquartered in Copenhagen, Denmark. TORM’s 
shares are listed on NASDAQ OMX Copenhagen (ticker: 
TORM) and on NASDAQ in New York (ticker: TRMD). 
TORM is focused on the product tanker and bulk 
segment where the company will continuously optimise 
earnings with a flexible approach between trading 
and shipowning activities. TORM operates a fleet of 
approximately 130 bulk carriers and product tankers. 

yang ming marine Transport corporation (Taiwan) is 
a publicly-traded (TSEC: 2609) owner and operator of 
containerships, dry bulk carriers and port terminals.  
As of mid-2012, Yang Ming operates a fleet of 84 vessels 
comprising mainly containerships, with aggregate 
capacity of 4.2 million dwt / operating capacity of 
346,000 TEUs. Yang Ming was ranked the fourteenth 
largest container shipping company in the world 
by aggregate tonnage as at end-December 2012^.  
The Taiwan Ministry of Transportation and 
Communications owns 35.5% of the outstanding stock 
of Yang Ming as of June 30, 2012.

our LeSSeeS* 

* Information concerning our lessees was derived from their respective 
websites and publicly accessible sources.

^ Source: Alphaliner
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It is only those who can change with the times that 
can thrive at all times. By being nimble and quickly 
adapting to the ups and downs of the marketplace, 
we are able to stay on course even in the face  
of unprecedented volatility.

STay 
nimbLe



Revenue for the year ended 31 December 2012 
(“FY2012”) declined by 4.2% against the previous 
financial year (“FY2011”) to US$106.1 million. As a 
result of the redeployment of several vessels during the 
year, the Trust’s revenue in FY2012 consisted of revenue 
generated from long-term bareboat charters, time 
charters, pool employment and spot voyages. 

Figure 1 below shows the financial results with a 
breakdown of FY2012 revenue on a bareboat charter 
equivalent (“BBCE”) basis by the various charter  
types. Total BBCE revenue for FY2012 was lower by 
7.9% year-on-year. 

vessels on bareboat charters continue to 
support overall earnings 
Rentals from vessels on bareboat charter fell 14.3% to 
US$76.3 million primarily due to the payment default by 
the subsidiaries of Berlian Laju Tanker Tbk (“BLT”) for 
three chemical tankers since February 2012. 

In November 2012, the terms of the two bareboat charter 
leases with TORM A/S (“TORM”) were realigned as a 
result of TORM’s financial restructuring. The bareboat 
charter rates for TORM Marie and TORM Margrethe, 
were adjusted to variable rates that TORM achieves in 
the market and all early buyout, purchase and lease 
extension options in the original bareboat charter 
agreements were cancelled. As part of the agreement to 
permanently amend the terms on the original bareboat 
charter agreements, FSL Trust was allocated an equity 
stake of approximately 2.5% in the restructured TORM. 

FSL Hamburg and FSL Singapore deployed on 
three-year time charters
During the year, FSLTM secured two three-year time 
charters with Petròleo Brasileiro S.A. (“Petrobras”). 
FSL Hamburg and FSL Singapore ceased trading in 
the spot market and commenced their time charter 
employment at a gross daily charter rate of US$14,000 
on 23 August 2012 and 16 May 2012 respectively. 
Under their time charter employment, the two vessels 
contributed BBCE revenue of US$2.3 million for FY2012. 

FinanciaL overvieW

Figure 1. Financial performance 

  Fy 2012 Fy 2011 inc/(dec )
  uS$’000 uS$’000 %

Rentals from vessels on bareboat charter 76,347 89,124 (14.3 )
BBCE revenue of vessels in:   
 Time charter 2,270 - N.M.
 Pool 2,531 - N.M.
 Spot  3,672 3,012 21.9
Total bareboat charter/BBCE revenue 84,820 92,136 (7.9 )
Less:   
 Depreciation expense on vessels1  (56,893) (59,385) (4.2 )
 Impairment loss on vessels - (22,117) (100.0 )
 Management fees (3,365) (3,652) (7.9 )
 Trustee fees (160) (169) (5.3 )
 Other trust expenses (5,122) (3,409) 50.2
Other operating expenses (65,540) (88,732) (26.1 )
   
results from operating activities 19,280 3,404 N.M.
Other income - 5,000 (100.0 )
Finance income 124 79 57.0
Finance expenses (27,782) (25,549) 8.7
Loss before tax (8,378) (17,066) (50.9 )
Income tax expense (9) - N.M.
Loss for the year  (8,387) (17,066) (50.9 )

1 Depreciation expense on dry-docking costs is included in vessel operating expenses in deriving BBCE revenue. 
N.M. – Not meaningful
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Redelivered chemical tankers join pool 
In March 2012, three chemical tankers, namely, FSL 
New York, FSL London and FSL Tokyo were redelivered 
to FSL Trust after a default in lease payments by the 
subsidiaries of BLT in February 2012. Upon redelivery, 
the three chemical tankers traded in the spot market 
before they commenced pool employment in the ‘Nordic 
Tankers 19,000 Stainless Steel Pool’ in the third quarter 
of 2012. Collectively, these vessels earned BBCE 
revenue of US$2.5 million in FY2012. 

Revenues from spot voyages have ceased
During the year under review, spot revenues were 
derived from (i) FSL Hamburg and FSL Singapore before 
they commenced their time charters with Petrobras, 
and from (ii) the three chemical tankers upon their 
redeliveries in March 2012 and prior to their pool 
employment. On a combined basis, these five vessels 
generated BBCE revenue of US$3.7 million for FY2012. 
In FY2011, the BBCE revenue of US$3.0 million was 
contributed by FSL Hamburg and FSL Singapore. By the 
end of the third quarter of 2012, there were no longer 
any vessels deployed in the spot market. 

Excluding the impairment loss of US$22.1 million 
recognised in FY2011, other operating expenses 
declined marginally by 1.6% to US$65.5 million in 
FY2012. This was mainly due to lower depreciation, legal 
and investor-related expenses, offset by non-recurring 
vessel-related expenses arising from the redelivery of 
the three chemical tankers and the change in technical 
managers for two product tankers. 

Finance expenses increased 8.7% to US$27.8 million 
due mainly to higher interest expense on outstanding 
indebtedness primarily from increased margins under 
the Trust’s amortising loan facility. Consequently, the 
Trust reported a net loss of US$8.4 million for FY2012.
 
The Trust serviced its scheduled loan repayments  
during the year and reduced its outstanding loan 
balance by US$44.0 million. Cash and cash equivalents 
stood at US$37.5 million as at 31 December 2012.

# Based on 18 vessels on long-term bareboat charters (excluding 
TORM charters which are leased on variable market rates) and two 
vessels on three-year time charters. Excludes extension and early 
buyout options.

porTFoLio overvieW

As at 31 December 2012, FSL Trust has a portfolio 
of 25 vessels with an aggregate net book value of  
US$723.3 million. The dollar-weighted average age of 
the vessels is seven and a half years. 20 vessels are 
employed on long-term bareboat charters, two vessels 
are chartered on three-year time charters and three 
vessels are deployed in a chemical tanker pool. 

As at end-December 2012, the dollar-weighted average 
remaining lease term of the 20 vessels on long-term 
bareboat charters and two vessels on time charters 
is five years (excluding early buyout and extension 
options). Excluding the TORM charters which are  
now on variable rates, the remaining contracted  
BBCE revenue of the leases is approximately  
US$336.4 million (Figure 2).

remaining conTracTed bbce revenue 
US$ millions | Year

13 14 15 16 17 3 Years:
2018 - 2020

70 67 58 43 5939

US$277 million
total remaining contracted BBCE revenue  
to be generated between 2013 and 2017

Figure 2. Remaining contracted BBCE revenue 
stood at US$336.4 million# as at 31 December 2012
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The lease maturities of the vessels on long-term 
bareboat charters are staggered so that only a small 
portion of the overall lease portfolio would mature in 
any one year. The Trust does not have any bareboat 
lease maturing until June 2014 (Figure 3). 

Loan FaciLiTy and Loan covenanTS

FSL Trust has a 6-year amortising term loan with an 
outstanding loan balance of US$435.6 million as at 31 
December 2012, which will mature in 2017. This term 
loan facility, secured against FSL Trust’s 25 vessels 
and the Trust’s shares in TORM, was fully drawn down 
in December 2011 to refinance the Trust’s previous 
loan facility. Under this loan facility, FSL Trust will 
make quarterly loan repayments of US$11.0 million, 
which will progressively reduce its outstanding loan 
balance and reduce its financing risk at loan maturity 
(see page 63 for more details on interest margin on the 
loan facility).

In June 2012, the Trustee-Manager secured a 
temporary relaxation on two of its loan covenants 
from its lenders for 12 months until 30 June 2013 
(“Relaxation Period”): 

(i) the minimum security value-to-loan (“vTL”) ratio is 
reduced from 125% to 100%; and 

(ii) the debt service coverage ratio is reduced from at 
least 1.1:1 to at least 1:1.

During the Relaxation Period, FSL Trust is restricted 
from paying any distributions to unitholders. In addition, 
a US$10.0 million security deposit is placed with the 
security agent, and a levy of 2.0% per annum is imposed 
on the shortfall amount, which is the difference between 
the outstanding loan balance and the theoretical loan 
balance assuming vTL ratio is 125%. 

The Trust has hedged its interest rate risk through 
a combination of interest rate swaps and/or natural 
hedges to fix its interest rates. The fixed interest rates 
range from 1.06% per annum to 5.24% per annum. 

product Tanker

crude oil Tanker

containership

dry bulk carrier

Cumbrian Fisher
Clyde Fisher
Shannon Fisher
Solway Fisher
Speciality
Seniority
Superiority
TORM Margrethe
TORM Marie
FSL Hamburg
FSL Singapore
Aqua
Action
Cape Ferro#

Cape Falcon
Ever Radiant
Ever Respect
YM Eminence
YM Elixir
YM Enhancer
Stella Fomalhaut
Stella Eltanin

13 14 15 16 17 18 19 20 21 22

Base Extension

* As at 31 December 2012, based on the 20 vessels on long-term bareboat charters and two vessels on three-year time charters. Calculated on a 
dollar-weighted average basis by net book value and excludes extension and early buyout options.

# Formerly Calypso.

Figure 3. Lease maturity of vessels (2013-2022) – dollar-weighted average remaining lease term is five years* 
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The risk management function is headed by the Chief 
Risk Officer and supported by a team of experienced 
credit analysts. The key elements in the risk 
management protocols are risk assessment prior to 
entering a transaction, risk monitoring following the 
completion of the transaction and risk hedging.

riSk aSSeSSmenT

Prior to entering a lease transaction, the risk 
assessment process focuses on the assessment of 
credit risk, asset risk and concentration risks associated 
with a potential lessee and the transaction. The process 
involves performing due diligence to ascertain the credit 
strength of the potential lessee, stress testing of cash 
flow projections and third party credit report reviews 
to ensure investment returns commensurate with the 
lessee’s risk profile. The asset risk assessment process 
also evaluates the asset residual risk and determines 
an acceptable level of asset residual value based on a 
statistical analysis of historical transaction data and the 
asset price, quality and fungibility.

The historical transaction data used in the statistical 
analysis is obtained from independent third party 
sources and specialised brokers. FSLTM also has 
established concentration risk limits that it believes 
will help to maintain a well-diversified lease portfolio in 
terms of lessee and vessel mix as it invests in additional 
vessels in the future.

riSk moniToring

Following the completion of each transaction, FSLTM 
monitors risks through regular reviews of the lessees’ 
financial performance, lease payment conduct, credit 
rating and compliance with the respective vessel 
insurance covenants. It also maintains oversight of the 
vessels’ condition through annual vessel inspections.

The Chief Risk Officer and her team maintain frequent 
and regular dialogues with the lessees and monitor 
their developments.

riSk hedging

To manage the interest rate and foreign exchange risks 
that may arise in the course of FSL Trust’s business and 
the financing for its transactions, FSLTM may from time 
to time enter into derivative transactions that include 
interest rate swaps (to convert floating interest rates 
to fixed rates), foreign currency forward contracts and 
cross currency swaps. FSLTM believes the use of these 
risk hedging instruments will help to reduce the volatility 
of and increase the stability of the cash flows from the 
lease portfolio. FSLTM does not hedge credit risk related 
to the lessees.

FSLTM, THE TRUSTEE-MANAGER, 
HAS DEvELOPED A SET OF 
PROPRIETARY INTERNAL RISk 
MANAGEMENT PROTOCOLS THAT 
IT USES IN THE EvALUATION 
OF POTENTIAL LEASE 
OPPORTUNITIES. FSLTM BELIEvES 
THAT THESE PROTOCOLS HELP 
TO BETTER MANAGE THE RISk 
PROFILE OF THE TRUST’S LEASE 
PORTFOLIO AND THE STABILITY OF 
THE ASSOCIATED CASH FLOWS.
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FSLTM, as Trustee-Manager of FSL Trust, is committed 
to maintaining an open and proactive approach in 
its communications with the investment community. 
Through its investor relations activities, the Trustee-
Manager seeks to engage and build strong relationships 
with its unitholders and stakeholders. 

The Investor Relations function is responsible for 
implementing an investor relations programme with the 
key objectives of ensuring clear and timely disclosures 
of material information and facilitating effective two-
way communication between the Trustee-Manager 
and its stakeholders. Feedback received from investor 
relations activities, including unitholders’ concerns, 
changes in unitholdings, and analysts’ views are 
regularly communicated to the Board. 

communicaTion WiTh STakehoLderS

FSLTM strives to maintain regular, clear and honest 
communication with unitholders and various external 
stakeholders. The Trustee-Manager ensures timely 
disclosure and dissemination of material information 
through a broad range of communication channels so 
as to avoid selective disclosure.

Quarterly financial reports and press releases are 
published via SGXNet and OTCQX (for American 

Depository Receipts investors). Our corporate website, 
www.FSLTrust.com, is also timely updated with these 
announcements. Investors are encouraged to sign up 
for our email alert service to receive updates as and 
when announcements are made by FSLTM. 

Press releases are disseminated to local and industry 
related media so as to ensure that important information 
related to the Trust reaches a wider audience. 

proacTive engagemenT Through
appropriaTe channeLS

Aside from the annual general meeting which the Board 
of Directors attend every year, FSL Trust participates 
in a spectrum of industry and investor conferences and 
roadshows in Singapore and overseas such as the Marine 
Money forums and the CLSA Corporate Access Forum. 
At these events, the Trustee-Manager actively updates 
the investment community with key developments 
of the Trust and provides industry information as and 
when necessary to facilitate a better understanding of 
the Trust’s business and the shipping industry. 

Senior management also maintains regular dialogue 
with investors through one-on-one meetings, 
conference calls and emails. Every quarter, a post 
results conference call is organised to give investors 
and analysts an opportunity to listen to the Trustee-
Manager’s presentation of the quarterly results and 
have an in-depth discussion with senior management 
on the Trust’s performance. 

These platforms serve as valuable feedback channels 
for the Trustee-Manager to better understand 
investors’ concerns and improve its communication 
with stakeholders. 

inFormaTion acceSS

To maintain a high level of transparency and 
accessibility, FSL Trust’s corporate website contains an 
extensive archive of FSL Trust’s financial statements, 
annual reports, press releases, presentation slides, 
audio presentations as well as information on the 
Trust’s vessel portfolio. Other useful online resources 
for investors include a comprehensive frequently-
asked-question section and factsheet. 

Investors may contact FSLTM via its investor relations 
email: investors@firstshiplease.com. 
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FSLTM, is responsible for creating a sustainable  
future for FSL Trust and its unitholders. To achieve 
this, FSLTM is committed to uphold high standards of 
corporate governance, adopt best labour practices, 
manage any environment impact and contribute to the 
local community. 

corporaTe governance 

FSLTM is guided by the Code of Corporate Governance 
2005 on all its dealings with regard to FSL Trust. 
It is committed to managing the Trust’s business 
in a transparent and ethical manner based on 
high standards of integrity and professionalism 
as it conducts business with customers and other 
stakeholders over the years. 

Our latest corporate governance report can be found  
on page 79. 

FSLTM has adopted a code of conduct that sets out the 
standards of ethical practices expected of employees 
in the conduct of the Trust’s business. All employees, 
officers and directors confirm that they do and will 
comply with the code of conduct. The code of conduct 
covers all aspects of the Trust’s activities, including 
compliance with laws and regulations, conflict of 
interest, privacy of information, business and workplace 
conduct, fair dealing, gifts and entertainment, and 
workplace health and safety. 

Employees are encouraged to report violations or 
potential violations of laws, rules, regulations and the 
code of conduct to the Chairman of the Audit Committee 
directly. violation of the code of conduct may result in 
disciplinary action.

Labour pracTiceS

FSLTM’s employees are critical to the business and fair 
employment and human resource practices that help to 
create a healthy workforce will continue to be adopted. 

FSLTM values the diversity of its employees and  
directors. It is committed to providing equal opportunity 
in all aspects of employment. Abusive, harassing or 
offensive conduct is unacceptable, whether verbal, 
physical or visual. Examples include derogatory 
comments based on racial or ethnic characteristics  
and unwelcome sexual advances. Employees are 

encouraged to speak out when a co-worker’s 
inappropriate conduct makes them uncomfortable,  
and to report such conduct or harassment to the 
Chairman of the Audit Committee when it occurs.

SociaL reSponSibiLiTy

FSLTM has actively contributed to the local maritime 
industry in various ways. To help to grow and develop 
the pool of talent in the maritime industry, FSLTM 
invites at least one student intern from Nanyang 
Technological University’s Maritime Studies 
programme every year for an internship attachment. 
FSLTM aims to provide all interns with broad 
learning experiences in related areas such as sales, 
risk management, finance and shipmanagement (in 
partnership with Columbia Shipmanagement). 

FSLTM also supports various maritime conferences 
and events held in Singapore which contribute to the 
vibrant maritime sector. Every year, FSLTM sponsors 
the Marine Money Asia Week, held in Singapore. The 
event brings together shipping professionals from 
the global maritime industry to discuss and debate 
about the latest trends and issues in shipping and  
shipping finance. 

environmenTaL reSponSibiLiTy

As an alternative financier offering financial solutions, 
FSL Trust does not have significant footprint in the 
context of environmental impact from its operations 
and any impact is not material. FSL Trust is the owner 
and lessor of 25 vessels. Pursuant to the Trust’s ‘hell 
and highwater’ bareboat leases, the operation of 20 of 
its vessels rests entirely with its international lessees. 
These lessees carry out their operations in accordance 
with their standard operating procedures and they are 
required to comply with all applicable environmental 
laws and regulations. Due to the prolonged crisis 
affecting the shipping industry, five of the Trust’s 
vessels were redelivered by lessees to FSL Trust under 
default situations and these vessels are now managed 
by FSL Trust’s agents in compliance with all applicable 
environmental laws and regulations.

STakehoLder engagemenT

Please refer to the investor relations section on page 25 
for more information on stakeholder engagement.
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The directors of FSL Trust Management Pte. Ltd., the Trustee-Manager of First Ship Lease Trust (the “Trust”) and 
its subsidiaries (together referred to as the “Group”), are pleased to submit this annual report to the unitholders of 
the Trust, together with the audited financial statements for the financial year ended 31 December 2012.

Directors

The directors of the Trustee-Manager in office at the date of this report are as follows:

Wong Meng Meng (Chairman) 
Phang Thim Fatt 
Michael John Montesano III 
Philip Clausius 
Cheong Chee Tham 

Directors’ interests

According to the register kept by the Trustee-Manager for the purposes of Section 76 of the Singapore Business 
Trusts Act (the “Act”), particulars of interests of directors who held office at the end of the financial year in units of 
the Trust are as follows:

   Holdings at beginning Holdings at
name of directors  of the year  end of the year
the trust  Direct Deemed Direct Deemed

Units

Philip Clausius  715,000 – 715,000 –
Cheong Chee Tham  148,500 44,000 148,500 44,000
Michael John Montesano III  13,200 – 13,200 –

Except as disclosed above, no director who held office at the end of the financial year had interests in units, 
debentures, warrants or unit options of the Trust, or of related corporations, either at the beginning or at the end 
of the financial year.

Except as disclosed above, neither at the end of, nor at any time during the financial year was the Trustee-Manager 
a party to any arrangement whose objects are, or one of whose objects is, to enable the directors of the Trustee-
Manager to acquire benefits by means of the acquisition of units, debentures or unit options of the Trust.

Except as disclosed in note 24 to the financial statements, since the end of the last financial year, no director  
has received or become entitled to receive a benefit by reason of a contract made by the Trust or a related  
corporation with the director, or with a firm of which he is a member or with a company in which he has a substantial 
financial interest.

There were no changes in any of the above mentioned interests in the Trust between the end of the financial year 
and 21 January 2013.

report of tHe  
trustee-Manager of  
first sHip Lease trust.
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unit options

During the financial year, there were:

(i) no options granted by the Trustee-Manager to any person to take up unissued units in the Trust; and

(ii) no units issued by virtue of any exercise of option to take up unissued units of the Trust.

As at the end of the financial year, there were no unissued units of the Trust under option.

internaL controLs

Based on the internal controls established and maintained by the Trustee-Manager, work performed by the external 
auditors, a review performed by an independent external advisory team, and reviews performed by management 
and the Board, the Board and the Audit Committee are of the opinion that the Trustee-Manager’s internal controls, 
addressing financial, operational and compliance risks were adequate as at 31 December 2012. No system can 
provide absolute assurance against material errors, human errors, fraud or other irregularities and the internal 
controls of the Trustee-Manager are designed to provide reasonable but not absolute assurance in this regard.

auDit coMMittee

The members of the Audit Committee during the financial year and as at the date of this report comprise three 
independent and non-executive directors:

Phang Thim Fatt (Chairman)
Wong Meng Meng
Michael John Montesano III

The Audit Committee carried out its functions in accordance with Regulation 13(6) of the Singapore Business Trusts 
Regulations and the SGX Listing Manual.

In performing its functions, the Audit Committee reviewed the overall scope of external audit and the assistance 
given by the Trustee-Manager’s officers to the auditors. It met with the Trust’s external auditors to discuss the scope 
and results of their quarterly reviews and annual audit. In addition, the Audit Committee reviewed the financial 
statements of the Group and the Trust before their submission to the Board of Directors of the Trustee-Manager.

The Audit Committee has recommended to the Board of Directors, the nomination of Messrs KPMG LLP for  
re-appointment as auditors of the Trust at the forthcoming Annual General Meeting of the unitholders.

report of tHe  
trustee-Manager of  
first sHip Lease trust 
(cont’D).
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auDitors

The auditors, KPMG LLP, have indicated their willingness to accept re-appointment.

For and on behalf of the Board of Directors of the Trustee-Manager

Wong Meng Meng
Chairman

pHiLip cLausius
Director

28 February 2013
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stateMent anD certification

In our opinion:

(a) the financial statements set out on pages 36 to 78 are drawn up so as to give a true and fair view of the state 
of affairs of the Group and of the Trust as at 31 December 2012 and the results, changes in unitholders’ funds 
and cash flows of the Group for the year ended on that date in accordance with the provisions of the Singapore 
Business Trusts Act and International Financial Reporting Standards; and

(b) at the date of this statement, there are reasonable grounds to believe that the Trust will be able to pay its debts 
as and when they fall due.

With respect to the income statement of the Group for the year ended 31 December 2012:

- fees or charges paid or payable out of the trust property to the Trustee-Manager are in accordance with the 
Deed of Trust dated 19 March 2007 as amended and supplemented from time to time;

- interested person transactions are not detrimental to the interests of all the unitholders as a whole based on 
the circumstances at the time of the transaction; and

- the Board is not aware of any violation of duties of the Trustee-Manager which would have a materially adverse 
effect on the business of the Trust or on the interests of all the unitholders as a whole.

The Board of Directors has, on the date of this statement, authorised the above statements and these financial 
statements for issue.

For and on behalf of the Board of Directors of the Trustee-Manager

Wong Meng Meng
Chairman

pHiLip cLausius
Director

28 February 2013
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In accordance with Section 86 of the Singapore Business Trusts Act, I certify that I am not aware of any violation of 
duties of the Trustee-Manager which would have a materially adverse effect on the business of the Trust or on the 
interests of all the unitholders of the Trust as a whole.

pHiLip cLausius
Chief Executive Officer

28 February 2013

 

stateMent by tHe  
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unitHoLDers of first sHip Lease trust

report on the financial statements

We have audited the accompanying financial statements of First Ship Lease Trust (the “Trust”) (constituted in the 
Republic of Singapore pursuant to a Deed of Trust dated 19 March 2007) and its subsidiaries (the “Group”), which 
comprise the statements of financial position of the Group and the Trust as at 31 December 2012, the income 
statement, statement of comprehensive income, statement of changes in unitholders’ funds and statement of cash 
flows of the Group for the year then ended, and a summary of significant accounting policies and other explanatory 
information, as set out on pages 36 to 78.

Trustee-Manager’s responsibility for the financial statements

The Trustee-Manager is responsible for the preparation of financial statements that give a true and fair view in 
accordance with the provisions of the Singapore Business Trusts Act (the “Act”) and International Financial 
Reporting Standards.

The Trustee-Manager has acknowledged that its responsibility includes devising and maintaining a system of 
internal accounting controls sufficient to provide a reasonable assurance that assets are safeguarded against 
loss from unauthorised use or disposition; and transactions are properly authorised and that they are recorded as 
necessary to permit the preparation of true and fair profit and loss accounts and balance sheets and to maintain 
accountability of assets.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with Singapore Standards on Auditing. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the Trust’s preparation of financial statements that give a true and 
fair view in order to design audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the Trust’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the Trustee-
Manager, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our  
audit opinion.
 
Opinion

In our opinion, the consolidated financial statements of the Group and the statement of financial position of the 
Trust are properly drawn up in accordance with the provisions of the Act and International Financial Reporting 
Standards to give a true and fair view of the state of affairs of the Group and of the Trust as at 31 December 2012 and 
the results, changes in unitholders’ funds and cash flows of the Group for the year ended on that date.

inDepenDent  
auDitors’ report.
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Emphasis of matter

Without qualifying our opinion, we draw attention to Note 2.2 to the financial statements, which indicates that 
lenders of the amortising term loan facility with a carrying amount of US$430,218,000 as at 31 December 2012, 
have granted the Trust temporary relaxation of two loan covenants (relating to Security Value-to-Loan ratio 
and Debt Service Coverage ratio) for 12 months. The relaxation will expire on 30 June 2013, which falls within 6 
months of the reporting date. Covenants under the original loan agreement will be reinstated from 1 July 2013 
and the Trust may breach the original Security Value-to-Loan ratio and the Debt Service Coverage ratio covenants. 
Should the Trust breach either of the two loan covenants after the expiry of the relaxation period, lenders shall 
have the ability to exercise their remedies under the loan agreement. Management believes the estimated cash 
flows from the portfolio of vessels will be sufficient to meet the scheduled principal repayments and interest 
payments, and it intends to resolve such potential breach of these two loan covenants with the lenders prior to  
30 June 2013.

The above circumstance indicates the existence of a material uncertainty that may affect the Group’s ability to 
continue as a going concern. The accompanying financial statements do not include any adjustments that might 
result from the outcome of this material uncertainty.

report on other legal and regulatory requirements

In our opinion, the accounting and other records required by the Act to be kept by the Trustee-Manager and by those 
subsidiaries incorporated in Singapore of which we are the auditors, have been properly kept in accordance with the 
provisions of the Act.

KpMg LLp
Public Accountants and
Certified Public Accountants

singapore
28 February 2013
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   group  trust
   2012 2011 2012 2011
  note us$’000 us$’000 us$’000 us$’000

assets     
Vessels 4 727,517 784,696 – –
Subsidiaries 5 – – 523,253 601,828
Available-for-sale financial assets 6 5,637 – – –
Derivative assets 7 47 426 47 426
non-current assets  733,201 785,122 523,300 602,254

Derivative assets 7 185 314 185 314
Inventories 8 519 998 – –
Trade and other receivables  9 3,542 3,677 85,838 83,030
Cash and cash equivalents 10 37,488 32,304 29,604 28,877
current assets  41,734 37,293 115,627 112,221
total assets  774,935 822,415 638,927 714,475

equity attributable to unitholders of the trust     
Units in issue  11 525,412 525,412 525,412 525,412
Reserves 12 (208,180) (200,433) (329,918) (304,168)
total equity  317,232 324,979 195,494 221,244

Liabilities     
Financial liabilities 13 390,710 437,561 390,710 437,561
Deferred income 14 6,455 – – –
non-current liabilities  397,165 437,561 390,710 437,561

Trade and other payables 15 7,037 7,326 684 3,122
Financial liabilities 13 52,039 52,548 52,039 52,548
Deferred income 14 1,444 – – –
Current tax payable  18 1 – –
current liabilities  60,538 59,875 52,723 55,670
total liabilities  457,703 497,436 443,433 493,231
total equity and liabilities  774,935 822,415 638,927 714,475

 

stateMents of  
financiaL position.
As at 31 December 2012

The accompanying notes form an integral part of these financial statements.
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     2012 2011
    note us$’000 us$’000

Revenue   16 106,107 110,714
Depreciation expense on vessels    (57,196) (59,688)
Impairment loss on vessels   4 – (22,117)
Voyage expenses    (10,545) (13,569)
Vessel operating expenses    (10,439) (4,706)
Management fees    (3,365) (3,652)
Trustee fees    (160) (169)
Other trust expenses    (5,122) (3,409)
results from operating activities    19,280 3,404

Other income    – 5,000

Finance income   17 124 79
Finance expenses   17 (27,782) (25,549)
net finance expenses    (27,658) (25,470)

Loss before tax   18 (8,378) (17,066)
Income tax expense   19 (9) –
Loss for the year    (8,387) (17,066)

income available for distribution   20 654 18,293

Distribution per unit (us cents)    0.10 2.95

earnings per unit (us cents)   

Basic   21 (1.28 ) (2.72 )

Diluted   21 (1.28 ) (2.72 )
   

 

consoLiDateD  
incoMe stateMent.
Year ended 31 December 2012

The accompanying notes form an integral part of these financial statements.
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     2012 2011
     us$’000 us$’000

Loss for the year    (8,387) (17,066)

other comprehensive income
Translation differences relating to financial statements 
 of foreign operations    368 (1,023)
Exchange differences on monetary items forming part 
 of net investment in foreign operations    155 (977)
Effective portion of changes in fair value of cash flow hedges   (4,728) (5,169)
Net change in fair value of cash flow hedges reclassified 
 to income statement    8,642 14,953
Net change in fair value of available-for-sale financial assets   (2,488) –
Tax on other comprehensive income    – –
Other comprehensive income for the year, net of tax    1,949 7,784
total comprehensive income for the year    (6,438) (9,282)

 

consoLiDateD stateMent  
of coMpreHensive incoMe.
Year ended 31 December 2012

The accompanying notes form an integral part of these financial statements.
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     foreign 
     currency
   units in Hedging translation fair value  accumulated total
   issue reserve reserve reserve losses equity
  note  us$’000 us$’000 us$’000 us$’000 us$’000 us$’000

group
At 1 January 2011  510,273 (25,997) (943) – (140,885) 342,448

total comprehensive 
 income for the year       
Loss for the year  – – – – (17,066) (17,066)
       
other comprehensive income       
Translation differences relating 
 to financial statements 
 of foreign operations  – – (1,023) – – (1,023)
Exchange differences on 
 monetary items forming 
 part of net investment in 
 foreign operations  – – (977) – – (977)
Effective portion of changes 
 in fair value of cash 
 flow hedges  – (5,169) – – – (5,169)
Net change in fair value 
 of cash flow hedges 
 reclassified to 
 income statement  – 14,953 – – – 14,953
total other 
 comprehensive income  – 9,784 (2,000) – – 7,784
total comprehensive 
 income for the year  – 9,784 (2,000) – (17,066) (9,282)
       
transactions with unitholders, 
 recognised directly in equity       
contributions by and 
 distributions to unitholders       
Units issued pursuant 
 to equity placement  15,139 – – – – 15,139
Distributions to unitholders 20 – – – – (23,326) (23,326)
total transactions 
 with unitholders  15,139 – – – (23,326) (8,187)
at 31 December 2011  525,412 (16,213) (2,943) – (181,277) 324,979

consoLiDateD  
stateMent of cHanges  
in unitHoLDers’ funDs.
Year ended 31 December 2012

The accompanying notes form an integral part of these financial statements.

39FIRST SHIP LEASE TRUST ANNUAL REPORT 2012



     foreign 
     currency
   units in Hedging translation fair value  accumulated total
   issue reserve reserve reserve losses equity
  note  us$’000 us$’000 us$’000 us$’000 us$’000 us$’000

group
At 1 January 2012  525,412 (16,213) (2,943) – (181,277) 324,979
       
total comprehensive
 income for the year       
Loss for the year  – – – – (8,387) (8,387)
       
other comprehensive income       
Translation differences relating 
 to financial statements 
 of foreign operations  – – 368 – – 368
Exchange differences on 
 monetary items forming 
 part of net investment in 
 foreign operations  – – 155 – – 155
Effective portion of changes 
 in fair value of cash 
 flow hedges  – (4,728) – – – (4,728)
Net change in fair value 
 of cash flow hedges 
 reclassified to 
 income statement  – 8,642 – – – 8,642
Net change in fair value 
 of available-for-sale 
 financial assets  – – – (2,488) – (2,488)
total other 
 comprehensive income  – 3,914 523 (2,488) – 1,949
total comprehensive 
 income for the year  – 3,914 523 (2,488) (8,387) (6,438)
       
transactions with unitholders, 
 recognised directly in equity       
Distributions to unitholders 20 – – – – (1,309) (1,309)
total transactions 
 with unitholders  – – – – (1,309) (1,309)
at 31 December 2012  525,412 (12,299) (2,420) (2,488) (190,973) 317,232
 

consoLiDateD  
stateMent of cHanges  
in unitHoLDers’ funDs 
(cont’D).
Year ended 31 December 2012

The accompanying notes form an integral part of these financial statements.
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     2012 2011
    note us$’000 us$’000

cash flows from operating activities   
Loss before tax    (8,378) (17,066)
Adjustments for:   
Depreciation expense on vessels    57,196 59,688
Impairment loss on vessels    – 22,117
Amortisation of debt transaction costs    1,369 2,615
Amortisation of initial direct costs    633 554
Amortisation of deferred income    (225) –
Interest income    (124) (79)
Interest expense    26,218 23,756
Unrealised foreign exchange gain    (126) (831)
     76,563 90,754
Changes in trade and other receivables    223 77
Changes in inventories    479 (260)
Changes in trade and other payables    (25) 452
Lease income received in advance    1,416 (1,196)
Release of pledge    – 2,800
Cash generated from operations    78,656 92,627
Income taxes refund/(paid)    8 (8)
net cash from operating activities    78,664 92,619

cash flows from investing activities   
Acquisition of vessels    – (93,183)
Costs incurred for dry-docking    – (18)
Interest received    100 87
net cash from/(used in) investing activities    100 (93,114)

cash flows from financing activities    
Proceeds from issuance of units (net of transaction costs)   – 15,139
Distribution to unitholders    (1,309) (23,326)
Repayment of secured bank loans    (44,000) (506,264)
Net proceeds from secured bank loans    – 518,780
Interest paid    (28,271) (24,576)
Security deposit    (10,000) –
net cash used in financing activities    (83,580) (20,247)

net decrease in cash and cash equivalents    (4,816) (20,742)
Cash and cash equivalents at 1 January    32,304 53,046
cash and cash equivalents at 31 December   10 27,488 32,304

 

consoLiDateD stateMent  
of casH fLoWs.
Year ended 31 December 2012

The accompanying notes form an integral part of these financial statements.
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These notes form an integral part of the financial statements.

The financial statements were authorised for issue by the Trustee-Manager on 28 February 2013.

1 DoMiciLe anD activities

 First Ship Lease Trust (the “Trust”) is a Singapore-domiciled business trust constituted pursuant to a Deed 
of Trust dated 19 March 2007 as amended and supplemented from time to time (the “Trust Deed”) with FSL 
Trust Management Pte. Ltd. (the “Trustee-Manager”). The Trustee-Manager’s registered office is 9 Temasek 
Boulevard, #19-03, Suntec Tower Two, Singapore 038989. The Trust Deed is governed by the laws of the 
Republic of Singapore. The Trustee-Manager is under a duty to take into custody and hold the assets of the 
Trust in trust for the unitholders as a whole.

 The Trust was formally admitted to the Official List of the Singapore Exchange Securities Trading Limited on 
27 March 2007.

 The Trust is a provider of leasing services on a bareboat charter basis to the international shipping industry. 
It has a modern, high quality and diverse portfolio of 25 vessels consisting of 11 product tankers, seven 
containerships, three chemical tankers, two dry bulk carriers and two crude oil tankers as at 31 December 
2012. As at the authorisation date of the financial statements, 22 vessels are employed on leases (20 vessels 
on long-term bareboat charters and two vessels on time charters) and have a dollar-weighted average 
remaining lease period of approximately five years (excluding extension periods and early buy-out options). 
The remaining three chemical tankers are employed in a chemical tanker pool. The combined portfolio of 
vessels has a dollar-weighted average age of approximately seven and a half years.

 The consolidated financial statements relate to the Trust and its subsidiaries (together referred to as the 
“Group” and individually as “Group entities”).

 The Trust Deed provides the following fees payable to the Trustee-Manager:

 Management fees

 The Trustee-Manager is entitled to receive a management fee of 4.0% of the cash lease income in the relevant 
calendar year.

 Any change in the structure of the management fee must be approved by an extraordinary resolution of a 
meeting of unitholders duly convened and held in accordance with the provisions of the Trust Deed.

 The management fee payable to the Trustee-Manager is payable in the form of cash and/or units (as the 
Trustee-Manager may elect, such election to be irrevocable). Where the management fee is paid in cash, the 
amount is paid monthly, in arrears. Where the management fee is paid in the form of units, the amount is paid 
quarterly, in arrears.

 

notes to tHe  
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 incentive fees

 The Trustee-Manager is entitled to receive an incentive fee, payable quarterly and calculated as at 31 March, 
30 June, 30 September and 31 December each year for the three-month period ending on each of the said 
dates. The incentive fee is determined on the basis of comparing the net distribution amount per unit against 
a benchmark quarterly distribution per unit in accordance with the formula stipulated in the Trust Deed.

 The incentive fee payable to the Trustee-Manager is payable in the form of cash or, at the option of Trustee-
Manager, by way of the issue of new units as soon as practicable after the end of the relevant quarter.

 Any change in the structure of the incentive fees must be approved by an extraordinary resolution of a meeting 
of unitholders duly convened and held in accordance with the provisions of the Trust Deed.

 trustee fees

 The Trustee-Manager is entitled to receive a trustee fee of 0.02% per annum of the value of the Trust Property 
(being all the assets of the Trust, as stipulated in the Trust Deed). The trustee fee is payable out of the Trust 
Property of the Trust in cash on a quarterly basis. Each quarterly payment shall be determined based on 
the value of the Trust Property as at the last day of the immediately preceding quarter and as reflected in 
the quarterly financial information of the Group for that quarter. The Trustee-Manager is also entitled to 
reimbursement of expenses incurred in the performance of its duties under the Trust Deed.

 Any change in the structure of the trustee fee must be approved by an extraordinary resolution of a meeting of 
unitholders duly convened and held in accordance with the provisions of the Trust Deed.

 other fees

 The Trustee-Manager is also entitled to the following:

• An acquisition fee amounting to 1.0% (or such lower percentage as may be determined by the Trustee-
Manager in its absolute discretion) of the acquisition price of vessels acquired directly or indirectly by 
the Trust, pro-rated if applicable, to the proportion of the Trust’s interest. The acquisition fee is payable 
in the form of cash and/or units (as the Trustee-Manager may elect, such election to be irrevocable and 
made before the payment of the acquisition fee). No acquisition fee is payable on the acquisition of the 
initial portfolio of vessels.

• A disposal fee amounting to 0.5% (or such lower percentage as may be determined by the Trustee-
Manager in its absolute discretion) of the sale price of vessels disposed, pro-rated if applicable, to the 
proportion of the Trust’s interest. The disposal fee is payable in cash.

 Any increase in the acquisition fee or disposal fee above the permitted limit or any change in the structure of 
such fees shall be approved by an extraordinary resolution of a meeting of unitholders duly convened and held 
in accordance with the provisions of the Trust Deed.
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2 basis of preparation

2.1 statement of compliance

 The financial statements have been prepared in accordance with International Financial Reporting  
Standards (“IFRS”).

2.2 basis of measurement

 The financial statements have been prepared on the historical cost basis except for financial derivatives and 
certain financial assets and financial liabilities which are stated at fair value and/or amortised cost as set out 
in the accounting policies under note 3 of the financial statements.

 The lenders of the amortising term loan facility with a carrying amount of US$430,218,000 as at 31 December 
2012, have granted the Trust temporary relaxation of two loan covenants (relating to Security Value-to-Loan 
ratio and Debt Service Coverage ratio) for 12 months. The relaxation will expire on 30 June 2013, which falls 
within 6 months of the reporting date. Covenants under the original loan agreement will be reinstated from  
1 July 2013 and the Trust may breach the original Security Value-to-Loan ratio and the Debt Service Coverage 
ratio covenants. Should the Trust breach either of the two loan covenants after the expiry of the relaxation 
period, lenders shall have the ability to exercise their remedies under the loan agreement. Management 
believes the estimated cash flows from the portfolio of vessels will be sufficient to meet the scheduled 
principal repayments and interest payments, and it intends to resolve such potential breach of these two loan 
covenants with the lenders prior to 30 June 2013.

 The above circumstance indicates the existence of a material uncertainty that may affect the Group’s ability 
to continue as a going concern. The accompanying financial statements do not include any adjustments that 
might result from the outcome of this material uncertainty.

2.3 functional and presentation currency

 The financial statements are presented in United States (“US”) dollars which is the Trust’s functional  
currency. All financial information presented in US dollars has been rounded to the nearest thousand, unless 
otherwise stated.

2.4 use of estimates and judgements

 The preparation of financial statements in conformity with IFRS requires the Trustee-Manager to make 
judgements, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

 Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period in which the estimates are revised and in any future periods affected.

notes to tHe  
financiaL stateMents.
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 Information about significant areas of estimation uncertainty and critical judgements in applying accounting 
policies that have the most significant effect on the amounts recognised in the financial statements is included 
in the following notes:

• Note 3.6 – classification of leases;

• Note 4 – impairment assessment and recoverable amounts of vessels; and depreciation, useful lives and 
residual values of vessels; and

• Note 22 – valuation of financial instruments.

3 significant accounting poLicies

 The accounting policies used by the Group have been applied consistently to all periods presented in these 
financial statements, and have been applied consistently by Group entities.

 With effect from 1 January 2012, the Group has adopted all the applicable new and revised IFRS that are 
mandatory for application from that date. 

 The adoption of these new and revised IFRS had no significant impact to these financial statements. 

3.1 consolidation

 Subsidiaries

 Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the 
financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control, 
potential voting rights that presently are exercisable are taken into account. The financial statements of 
subsidiaries are included in the consolidated financial statements from the date that control commences until 
the date that control ceases. The accounting policies of subsidiaries have been changed where necessary to 
align them with the policies adopted by the Group.

 Transactions eliminated on consolidation

 Intra-group balances and transactions, and any unrealised income or expenses arising from intra-group 
transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses are 
eliminated only to the extent that there is no evidence of impairment.

 Accounting for subsidiaries by the Trust

 Investments in subsidiaries are stated in the Trust’s statement of financial position at cost less accumulated 
impairment losses.
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3 significant accounting poLicies (cont’D)

3.2 foreign currencies

 Foreign currency transactions

 Transactions in foreign currencies are translated to the respective functional currencies of the Group entities 
at the exchange rate at the date of the transaction. The functional currencies of the Group entities are the 
US dollar and the Euro. Monetary assets and liabilities denominated in foreign currencies at the end of the 
reporting period are retranslated to the functional currency at the exchange rate at that date. Non-monetary 
assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the 
functional currency at the exchange rate at the date that the fair value was determined.

 Foreign currency differences arising on retranslation are recognised in profit or loss, except for differences 
arising on the retranslation of monetary items that in substance form part of the Group’s net investment in a 
foreign operation (see below).

 Foreign operations

 The assets and liabilities of foreign operations are translated to US dollars at exchange rates at the end of the 
reporting date. The income and expenses of foreign operations are translated to US dollars at exchange rates 
prevailing at the dates of the transactions.

 Foreign currency differences are recognised in other comprehensive income, and presented within equity in 
the foreign currency translation reserve. When a foreign operation is disposed of, in part or in full, the relevant 
amount in the foreign exchange translation reserve is transferred to the income statement.

 Net investment in a foreign operation

 Exchange differences arising from monetary items that in substance form part of the Trust’s net investment 
in a foreign operation are recognised in other comprehensive income, and are presented within equity in the 
foreign currency translation reserve in the consolidated financial statements. When the foreign operation is 
disposed of, the cumulative amount in the foreign currency translation reserve is transferred to the income 
statement as an adjustment to the profit or loss arising on disposal.

3.3 vessels

 Vessels are stated at cost less accumulated depreciation and impairment losses.

 Cost includes expenditure that is directly attributable to the acquisition of the vessel as well as initial direct 
costs incurred in negotiating and arranging the operating lease of the vessel.

 The cost of replacing part of an item of vessel is recognised in the carrying amount of the item if it is  
probable that the future economic benefits embodied within the part will flow to the Group and its cost can be 
measured reliably.

notes to tHe  
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 Except as described below, depreciation on vessels leased on a bareboat charter basis under operating lease 
agreements is recognised in the income statement on a straight-line basis down to the estimated residual 
value at the end of the base lease term, which ranges from nine to twelve years. The estimated residual value 
is based on regression analysis of the median historical values for standard vessels obtained from third party 
sources, and for non-standard vessels obtained from specialised brokers. 

 Vessels deployed on spot arrangement, time charter, pool arrangement or bareboat charter with rentals 
based on market rates, are depreciated on a straight-line basis at rates which are calculated to write-down 
their cost to their estimated residual values at the end of the economic useful life of 25 years. The residual 
value of such vessel is estimated based on the average scrap steel price per light deadweight tonne in  
recent years.

 Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate, at each 
reporting date.

 Dry-docking costs are capitalised and depreciated on a straight-line basis over the period to the next scheduled 
dry-docking, which is generally five years.

3.4 inventories

 Inventories comprise bunkers and consumable stores. Inventories are stated at the lower of cost and  
net realisable value. Cost is derived on a weighted average basis. Net realisable value is the estimated selling 
price in the ordinary course of business less applicable variable selling expenses. When inventories are 
consumed, the carrying amount of these inventories is recognised as an expense in the year in which the 
consumption occurs.

3.5 financial instruments

 Non-derivative financial instruments

 A financial instrument is recognised if the Group becomes a party to the contractual provisions of the 
instrument. Financial assets are derecognised if the Group’s contractual rights to the cash flows from the 
financial assets expire or if the Group transfers the financial asset to another party without retaining control 
or transfers substantially all the risks and rewards of the asset. Regular purchases and sales of financial 
assets are accounted for at trade date, i.e. the date that the Group commits itself to purchase or sell the 
asset. Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or are 
discharged or cancelled.

 Non-derivative financial assets

 The Group classifies non-derivative financial assets into the following categories: loans and receivables and 
available-for-sale financial assets.
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3 significant accounting poLicies (cont’D)

3.5 financial instruments (cont’d)

 Loans and receivables

 Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an 
active market. Such assets are recognised initially at fair value plus any directly attributable transaction costs. 
Subsequent to initial recognition, loans and receivables are measured at amortised cost using the effective 
interest method, less any allowance for impairment losses.

 Loans and receivables comprise trade and other receivables, and cash and cash equivalents.

 Cash and cash equivalents comprise cash balances and bank deposits.

 Available-for-sale financial assets

 Available-for-sale financial assets are recognised initially at fair value plus any directly attributable 
transaction costs. Subsequent to initial recognition, they are measured at fair value and changes therein, 
other than impairment losses, are recognised in other comprehensive income and presented in the fair value 
reserve in equity. When an investment is derecognised, the gain or loss accumulated in equity is reclassified to  
income statement.

 Available-for-sale financial assets comprise equity securities. 

 Non-derivative financial liabilities

 The Group classifies non-derivative financial liabilities into other financial liabilities category. Such  
financial liabilities are recognised initially at fair value plus any directly attributable transaction costs. 
Subsequent to initial recognition, these financial liabilities are measured at amortised cost using the effective 
interest method.

 Other financial liabilities comprise bank loans, and trade and other payables.

 Derivative financial instruments and hedging activities

 The Group holds derivative financial instruments to hedge its foreign currency and interest rate risk exposures. 
Embedded derivatives are separated from the host contract and accounted for separately if the economic 
characteristics and risks of the host contract and the embedded derivative are not closely related, a separate 
instrument with the same terms as the embedded derivative would meet the definition of a derivative, and the 
combined instrument is not measured at fair value through profit or loss.

 Derivatives are recognised initially at fair value; attributable transaction costs are recognised in the income 
statement when incurred. Subsequent to initial recognition, derivatives are measured at fair value, and 
changes therein are accounted for as described below.
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 Cash flow hedges

 Changes in the fair value of the derivative hedging instrument designated as a cash flow hedge are recognised 
directly in other comprehensive income and transferred to hedging reserve in equity to the extent that the 
hedge is effective. To the extent that the hedge is ineffective, changes in fair value are recognised in the  
income statement.

 If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or 
exercised, hedge accounting is discontinued prospectively. The cumulative gain or loss previously recognised 
in equity remains there until the forecast transaction occurs. When the hedged item is a non-financial asset, 
the amount recognised in equity is transferred to the carrying amount of the asset when it is recognised. In 
other cases, the amount recognised in equity is transferred to the income statement in the same period that 
the hedged item affects profit or loss.

 Impairment of financial assets

 A financial asset is assessed at each reporting date to determine whether there is any objective evidence that 
it is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more 
events have had a negative effect on the estimated future cash flows of that asset.

 Impairment of financial assets: loans and receivables

 An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference 
between its carrying amount, and the present value of the estimated future cash flows discounted at the 
original effective interest rate.

 Significant loans and receivables are tested for impairment on an individual basis. The remaining loans and 
receivables are assessed collectively in groups that share similar credit risk characteristics.

 All impairment losses are recognised in the income statement.

 An impairment loss in respect of financial assets measured at amortised cost is reversed if the subsequent 
increase in fair value can be related objectively to an event occurring after the impairment loss was recognised. 
The reversal is recognised in the income statement.

 Impairment of financial assets: available-for-sale financial assets

 Impairment losses on available-for-sale financial assets are recognised by reclassifying the losses 
accumulated in the fair value reserve in equity to income statement. The cumulative loss that is reclassified 
from equity to income statement is the difference between the acquisition cost and the current fair value, less 
any impairment loss recognised previously in income statement. Any subsequent recovery in the fair value of 
an impaired available-for-sale equity security is recognised in other comprehensive income.
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3 significant accounting poLicies (cont’D)

3.5 financial instruments (cont’d)

 Units in issue

 Units issued are classified as equity.

 Unit issue costs represent expenses incurred in connection with the issue of units. All such expenses are 
deducted directly from unitholders’ funds, net of any tax effects.

3.6 Leases

 When entities within the Group are lessors of an operating lease
 
 Bareboat / time charter

 The Group owns vessels and leases them to lessees under fixed and floating rate bareboat/time charter 
arrangements. These charters are classified as operating leases. In determining lease classification at 
inception, the Group evaluated the terms and conditions of the charter arrangement. As the present values 
of minimum lease payments do not amount to substantially the fair values of the vessels, and the purchase 
options, where applicable, are not expected to be sufficiently lower than the fair values at the date the options 
become exercisable, the Group judged that substantially all the risks and rewards of the vessels remain with 
the Group.

 Lease income is recognised in the income statement on a straight-line basis over the lease term. Initial direct 
costs incurred by the Group in negotiating and arranging an operating lease added to the carrying amount of 
the leased asset are recognised as an expense in the income statement over the lease term on the same basis 
as the lease income.

3.7 impairment – non-financial assets

 The carrying amounts of the Group’s non-financial assets are reviewed at each reporting date to determine 
whether there is any indication of impairment. If any such indication exists, the assets’ recoverable amounts 
are estimated.

 An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its 
estimated recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates 
cash flows that largely are independent from other assets and groups. Impairment losses are recognised in 
the income statement. Impairment losses recognised in respect of cash-generating units are allocated first to 
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of 
the assets in the unit (group of units) on a pro rata basis.

 The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value 
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time value of money and 
the risks specific to the asset or cash-generating unit.
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 An impairment loss in respect of non-financial assets recognised in prior periods is assessed at each reporting 
date for any indications that the loss has decreased or no longer exists.

 An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable 
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed 
the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment 
loss had been recognised.

3.8 provisions

 A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation 
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle 
the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax discount 
rate that reflects current market assessments of the time value of money and the risks specific to the liability.

3.9 revenue recognition

 Lease income receivable under operating leases is recognised in the income statement over the period of the 
respective lease terms.

 Deferred income, arising from the shares in TORM A/S (“TORM”) received by the Group as part of an agreement 
to permanently amend the terms on its two TORM charter contracts, is recognised in the income statement as 
‘bareboat charter lease income’ over the remaining lease term on the TORM charter contracts.

 For vessels deployed in the spot market, freight income is recognised based on percentage of completion 
method calculated on a discharge-to-discharge basis over the voyage period.

 For vessels deployed on pool arrangement, the pool measures revenue based on the contractual rates and 
the duration of each voyage for each vessel, and revenue is recognised upon delivery of service in accordance 
with the terms and conditions of the charter parties on a time charter equivalent basis. Total pool revenue 
is derived by aggregating the revenues earned by each vessel participating in the pool. Each vessel owner’s 
share of the total pool revenue is primarily dependent on the i) number of days the vessel has been available 
for the pool in relation to the total available pool earning days during the period, and ii) pool points assigned 
to each vessel in the pool. Pool points are determined based on the size and performance of the vessel. The 
pool revenue is net of pool commission, bunkers costs and related voyage expenses. 

3.10 finance income and finance expense

 Finance income comprises interest income on funds invested, net foreign currency gains and gains on hedging 
instruments that are recognised in the income statement. Interest income is recognised as it accrues, using 
the effective interest method. 

 Finance expense comprises interest expense on borrowings, net foreign currency losses, impairment 
losses recognised on financial assets, and losses on hedging instruments that are recognised in the  
income statement. 

 All borrowing costs are recognised in the income statement using the effective interest method, except to the 
extent that they are capitalised as being directly attributable to the acquisition, construction or production of 
an asset which necessarily takes a substantial period of time to be prepared for its intended use or sale.
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3 significant accounting poLicies (cont’D)

3.11 income tax expense

 Income tax expense comprises current and deferred tax. Income tax is recognised in the income statement 
except to the extent that it relates to items recognised directly in other comprehensive income or in equity.

 Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

 Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and 
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not 
recognised for the initial recognition of assets or liabilities in a transaction that is not a business combination 
and that affects neither accounting nor taxable profit, and differences relating to investments in subsidiaries 
to the extent that it is probable that they will not reverse in the foreseeable future. Deferred tax is measured 
at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the 
laws that have been enacted or substantively enacted at the reporting date. Deferred tax assets and liabilities 
are offset if there is a legally enforceable right to offset current tax liabilities and assets and they relate to 
income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but 
they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be  
realised simultaneously.

 A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available 
against which the temporary differences can be utilised. Deferred tax assets are reviewed at each reporting 
date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

 The lease income derived by the Group’s entities from the respective bareboat charter and time charter 
agreements qualifies for tax exemption under the Maritime Sector Incentive (“MSI”) scheme (previously 
known as the Maritime Finance Incentive scheme), with effect from 19 March 2007. This tax exemption on the 
qualifying income will be granted for the remaining useful life of any vessel that is acquired by the Trust during 
the initial period of 10 years from the effective date. The distributions made out of the tax exempt income less 
allowable expenses will also be exempt from Singapore income tax in the hands of the unitholders. The freight 
income and pool income derived by the Group is also exempted from tax under Section 13A of the Singapore 
Income Tax Act, Chapter 134. 

 The Group is subject to tax on its non-tax exempt income such as interest income at the prevailing corporate 
tax rate, after adjusting for allowable expenses.

3.12 new standards and interpretations not adopted

 A number of new standards, amendments to standards and interpretations are effective for annual periods 
beginning after 1 January 2012, and have not been applied in preparing these financial statements. Those new 
standards, amendments to standards and interpretations that require significant re-assessment of current 
assumptions and relevant to the financial statements of the Group, are set out below:
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• IFRS 10 Consolidated Financial Statements, which changes the definition of control such that an 
investor controls an investee when it is exposed, or has rights, to variable returns from its involvement 
with the investee and has the ability to affect those returns through its power with the investee. IFRS 
10 introduces a single control model with a series of indicators to assess control. IFRS 10 also adds 
additional context, explanation and application guidance based on the principle of control.

• IFRS 12 Disclosure of Interests in Other Entities, which sets out the disclosures required to be made in 
respect of all forms of an entity’s interests in other entities, including subsidiaries, joint arrangements, 
associates and unconsolidated structured entities. 

• IFRS 13 Fair Value Measurement, which replaces the existing guidance on fair value measurement 
in different IFRS with a single definition of fair value. The standard also establishes a framework for 
measuring fair values and sets out the disclosure requirements for fair value measurements.

 The adoption of the above standards is not expected to have any material impact on the Group’s  
financial statements. 

4 vesseLs

      initial 
     vessels direct costs total
 group   us$’000 us$’000 us$’000

 cost   
 At 1 January 2011   981,132 6,124 987,256
 Additions   92,018 1,183 93,201
 Translation differences on consolidation   (2,705) – (2,705)
 At 31 December 2011   1,070,445 7,307 1,077,752
 Translation differences on consolidation   1,464 – 1,464
 At 31 December 2012   1,071,909 7,307 1,079,216

 accumulated depreciation/amortisation   
 At 1 January 2011   210,297 1,936 212,233
 Depreciation/amortisation charge for the year   59,688 554 60,242
 Impairment losses   22,117 – 22,117
 Translation differences on consolidation   (1,536) – (1,536)
 At 31 December 2011   290,566 2,490 293,056
 Depreciation/amortisation charge for the year   57,196 633 57,829
 Translation differences on consolidation   814 – 814
 At 31 December 2012   348,576 3,123 351,699

 carrying amount   
 At 1 January 2011   770,835 4,188 775,023
 At 31 December 2011   779,879 4,817 784,696
 At 31 December 2012   723,333 4,184 727,517

 All of the Group’s vessels, with a net carrying value of US$723,333,000 (2011: US$779,879,000), are mortgaged 
to financial institutions (see note 13).
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4 vesseLs (cont’D)

 Depreciation, useful lives and residual values of vessels

 Vessels leased on a bareboat charter basis under operating lease arrangements

 Except for bareboat charters with rentals based on market rates, these vessels are depreciated on a straight-
line basis at rates which are calculated to write-down their cost to their estimated residual values at the end of 
the base lease term, excluding any early buy-out options or extended lease periods. At the reporting date, the 
Group considered the base lease term to be the period which the vessels are expected to be available for use 
by the lessees. Therefore, should there be any notification received from the lessees to exercise the early buy-
out option or to extend the lease period beyond the base lease term, the depreciation expense of the Group’s 
vessels in the future periods may therefore be revised. 

 The residual value is reviewed at each reporting date, with any change in estimate accounted for as a change 
in estimate prospectively. The residual value of such vessel is estimated based on regression analysis of the 
median historical values for standard vessels obtained from third party sources, and for non-standard vessels 
obtained from specialised brokers. Factors such as asset price, quality and fungibility are also taken into 
consideration to determine the acceptable level of residual value. Any significant changes in the residual value 
of the Group’s vessels in future periods can affect the depreciation expense. 

 Vessels deployed on time charter, pool arrangement and bareboat charters with rentals based on  
market rates

 These vessels are depreciated on a straight-line basis at rates which are calculated to write-down their cost 
to their estimated residual values at the end of the economic useful life of 25 years. 

 The residual value is reviewed at each reporting date, with any change in estimate accounted for as a change 
in estimate prospectively. The residual value of such vessel is estimated based on the average scrap steel 
price per light deadweight tonne in recent years. 

 Changes in estimates

i) Vessels deployed on pool arrangement 

 Following the lease payment default by the lessees of three chemical tankers, FSL New York, FSL London 
and FSL Tokyo (previously known as Pertiwi, Pujawati and Prita Dewi, respectively) in February 2012, the 
recoverable amount of these vessels as at 31 December 2011 was re-assessed and an impairment loss 
of US$22,117,000 was recognised in 2011 as the payment default was assessed to be an adjusting post-
balance sheet event for the year ended 31 December 2011. These vessels were re-delivered to the Trust 
and are currently deployed in ‘Nordic Tankers 19,000 Stainless Steel Pool’. With the change in charter 
arrangement, the expected useful life of each of the three vessels has been revised from 12 to 25 years 
and the basis of estimate for residual value has also changed. The changes in the expected useful life 
and residual value of these three vessels constitute a change in estimates and the effects of the change 
have been applied prospectively from 1 January 2012. 
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 The effects of these changes on depreciation expense in the current year and future years are as follows:

     2012 2013 to 2014 2015
     us$’000 us$’000 us$’000

 Decrease in depreciation expense   (3,906) (7,812) (3,906)

ii) Vessels leased on bareboat charters with rentals based on market rates

 In April 2012, the various stakeholders of TORM (including the Trust) agreed upon a restructuring plan, 
which was subsequently signed on 2 October 2012. Under the restructuring agreement, the various 
early buyout, purchase and lease extension options were cancelled and the contracted bareboat charter 
rates are realigned to rates that TORM achieves in the tanker market. In view of these revised terms, the 
expected useful life of each of the two vessels has been revised from seven to 25 years and the basis of 
estimate for residual value has also changed. The changes in the expected useful life and residual value 
of these two vessels constitute a change in estimates and the effects of the change have been applied 
prospectively from 1 April 2012. 

 The effects of these changes on depreciation expense in the current year and future years are as follows:

     2012 2013 to 2014 2015
     us$’000 us$’000 us$’000

 Decrease in depreciation expense   (799) (2,132) (1,066)

 impairment assessment of vessels

 Impairment loss is recognised when events and circumstances indicate that the vessel may be impaired and 
the carrying amount of the vessel exceeds the recoverable amount. The recoverable amount for each vessel is 
determined based on the higher of fair value less costs to sell and value-in-use calculation.

 The fair value is determined based on valuation report from independent shipbrokers. The valuation of vessels 
was prepared assuming a sale between a willing seller and a willing buyer on a charter-free basis.

 The recoverable amount of the Group’s vessels is determined based on value-in-use calculation.

 Vessels leased on a bareboat charter basis under operating lease arrangements

 Except for bareboat charters with rentals based on market rates, the value-in-use calculation uses cash flow 
projections based on the contractual cash flows over the period of the base lease term and projected residual 
value, discounted at rates which reflect the specific risks relating to each vessel.

 The Group does not consider the 18 vessels leased on a bareboat charter basis under operating lease 
arrangements (2011: 20 vessels) to be impaired.
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4 vesseLs (cont’D)

 impairment assessment of vessels (cont’d)

 Vessels deployed on time charter, pool arrangement and bareboat charters with rentals based on  
market rates

 The value-in-use calculation uses projected cash flows over the remaining useful life of each vessel. The 
pre-tax discount rate of 7.76% (2011: 7.76%) takes into account the time value of money and the risks specific 
to the vessels’ estimated cash flows. The projected cash inflows are based on inflation-adjusted daily rates 
from observable historical trends and forecasted rates by independent third parties, under a one-year time 
charter arrangement for vessels of similar specifications. The projected cash outflows take into account these 
vessels’ projected operating expenses. The terminal value of each vessel is determined based on the average 
scrap steel price per light deadweight tonne in recent years.

5 subsiDiaries

      trust
      2012 2011
      us$’000 us$’000

 Equity investments, at cost    121,981 119,359
 Amounts due from subsidiaries (non-trade)    401,272 482,469
      523,253 601,828

 Details of the subsidiaries are as follows:

   country of effective equity held
 name of subsidiaries  incorporation by the group
    2012 2011
    % %
   
 FSL-1, Inc. Marshall Islands 100 100
 FSL-2, Inc. Marshall Islands 100 100
 FSL-3, Inc. Marshall Islands 100 100
 FSL-4, Inc. Marshall Islands 100 100
 FSL-5, Inc. Marshall Islands 100 100
 FSL-6, Inc. Marshall Islands 100 100
 FSL-7, Inc. Marshall Islands 100 100
 FSL-8, Inc. Marshall Islands 100 100
 FSL-9 Pte. Ltd. Singapore 100 100
 FSL-10 Pte. Ltd. Singapore 100 100
 FSL-11 Pte. Ltd. Singapore 100 100
 FSL-12 Pte. Ltd. Singapore 100 100
 FSL-13 Pte. Ltd. Singapore 100 100
 FSL-14, Inc. Marshall Islands 100 100
 FSL-15, Inc. Marshall Islands 100 100
 FSL-16, Inc. Marshall Islands 100 100
 FSL-18 Pte. Ltd. Singapore 100 100
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   country of effective equity held
 name of subsidiaries  incorporation by the group
    2012 2011
    % %

 FSL-19 Pte. Ltd. Singapore 100 100
 FSL-20, Inc. Marshall Islands 100 100
 FSL-21, Inc. Marshall Islands 100 100
 FSL-22, Inc. Marshall Islands 100 100
 FSL-23 Pte. Ltd. Singapore 100 100
 FSL-24 Pte. Ltd. Singapore 100 100
 FSL-25 Pte. Ltd. Singapore 100 100
 FSL-26 Pte. Ltd. Singapore 100 100
 FSL Netherlands B.V. Netherlands 100 –

 KPMG LLP, Singapore are the auditors for all of the Singapore-incorporated subsidiaries. No statutory audit is 
required for subsidiaries incorporated in Marshall Islands and in Netherlands under the laws of incorporation.

 The amounts due from subsidiaries are unsecured and interest-free. As the amounts are, in substance, part 
of the Trust’s net investments in the subsidiaries, they are included as interests in subsidiaries and stated at 
cost less impairment losses.

 All of the Singapore-flagged vessel-owning subsidiaries are subject to externally imposed capital requirements 
as required under Regulation 5 of the Merchant Shipping (Registry of Ships) Regulations. These subsidiaries 
have complied with the requirements during the financial year.

6 avaiLabLe-for-saLe financiaL assets

      group 
      2012 2011
      us$’000 us$’000
 
 non-current
 Available-for-sale financial assets: Equity securities   5,637 –

 Available-for-sale financial assets relate to the shares in TORM received by the Group as part of an agreement 
to permanently amend the terms on its two charter contracts. The Group’s shareholding in the enlarged share 
capital of TORM is approximately 2.5%. 

7 Derivative assets

      group and trust
      2012 2011
      us$’000 us$’000

 non-current  
 Financial derivatives    47 426
  
 current  
 Financial derivatives    185 314
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7 Derivative assets (cont’D)

 The derivative financial assets relate to the cumulative fair value change of hedged instruments designated as 
cash flow hedges. The following are the expected contractual undiscounted cash inflows of derivatives:

    carrying
    amount  cash flows
     contractual  Within
     cash flows Within 1 year 1 to 5 years
 group and trust  us$’000 us$’000 us$’000 us$’000

 2012
 Derivative financial assets     

 Cross currency swap contracts used for hedging     
- inflows  232 233 185 48

    carrying
    amount  cash flows
     contractual  Within
     cash flows Within 1 year 1 to 5 years
 group and trust  us$’000 us$’000 us$’000 us$’000

 2011
 Derivative financial assets     

 Cross currency swap contracts used for hedging
 - inflows  740 746 314 432

8 inventories

    group  trust
    2012 2011 2012 2011
    us$’000 us$’000 us$’000 us$’000
    
 Bunkers  – 716 – –
 Consumable stores  519 282 – –
    519 998 – –
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9 traDe anD otHer receivabLes
    group  trust
    2012 2011 2012 2011
    us$’000 us$’000 us$’000 us$’000
    
 Other receivables  1,863 374 44 352
 Amounts due from subsidiaries (non-trade)  – – 85,624 82,513
 Trade receivables  956 2,951 – –
 Loans and receivables  2,819 3,325 85,668 82,865
 Prepayments  723 352 170 165
    3,542 3,677 85,838 83,030

 The amounts due from subsidiaries are unsecured, interest-free and repayable on demand. There is no 
allowance for doubtful debts arising from the outstanding balances.

 The ageing of trade receivables at the reporting date was:

      group
      2012 2011
      us$’000 us$’000

 Past due 1 – 30 days    956 2,796
 Past due 31 – 60 days    – 18
 Past due 61 – 90 days    – 93
 More than 90 days    – 44
      956 2,951

 No impairment allowance is necessary for trade receivables, including the past due receivables as there are 
no indications from customers on their inability to pay their outstanding balances. 

10 casH anD casH equivaLents

    group  trust
    2012 2011 2012 2011
    us$’000 us$’000 us$’000 us$’000

 Restricted cash  10,000 – 10,000 –
 Fixed deposits with financial institutions  21,765 25,410 18,996 25,410
 Cash at bank  5,723 6,894 608 3,467
 Cash and cash equivalents in the Statement 
  of Financial Position  37,488 32,304 29,604 28,877
 Less: Restricted cash  (10,000) – (10,000) –
 Cash and cash equivalents in the Consolidated 
  Statement of Cash Flows  27,488 32,304 19,604 28,877

 In connection with the temporary relaxation of two loan covenants under the term loan facility, a deposit of 
US$10,000,000 was placed with the security agent of the term loan facility (see note 13). 
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10 casH anD casH equivaLents (cont’D)

 The weighted average effective interest rate relating to fixed deposits at the reporting date for the Group and 
Trust is 0.31% (2011: 0.22%) per annum. Interest rates reprice at intervals within 3 months.

 All the cash and cash equivalents are primarily denominated in the functional currencies of the Group entities.

11 units in issue

      group and trust
      2012 2011
      number number 
      of units  of units
 fully paid units:    ’000 ’000
  
 At 1 January    654,665 598,665
 Issue of units pursuant to equity placement    – 56,000
 At 31 December    654,665 654,665

 In 2009 and 2011, the Trust carried out equity placement exercises. The proceeds from the equity placements 
have been deployed for acquisition of two vessels, TORM Margrethe and TORM Marie, in 2011. The unit issue 
costs, comprising professional, advisory and other costs relating to the issuance of units in the Trust, were 
deducted directly against the unitholders’ funds.

 Each unit in the Trust represents an undivided interest in the Trust. The rights and interests of unitholders are 
contained in the Trust Deed and include the right to:

• receive income and other distributions attributable to the units held;

• participate in the termination of the Trust by receiving a share of all net cash proceeds derived from the 
realisation of the assets of the Trust less any liabilities, in accordance with their proportionate interests 
in the Trust;

• exercise one vote per unit at all unitholders’ meetings; and

• receive audited accounts and the annual report of the Trust.

 The restrictions of a unitholder include the following:

• a unitholder has no right to request the Trustee-Manager to transfer to him any assets (or part thereof) 
or of any estate or interest in any asset (or part thereof) of the Trust;

• a unitholder cannot give any directions to the Trustee-Manager (whether at a meeting of unitholders or 
otherwise) if it would require the Trustee-Manager to do or omit doing anything which may result in:

• the Trust ceasing to comply with applicable laws and regulations; or

• the exercise of any discretion expressly conferred to the Trustee-Manager by the Trust Deed.

notes to tHe  
financiaL stateMents.

60 STAY THE COURSE



• a unitholder’s right is limited to the right to require due administration of the Trust in accordance with 
the provisions of the Trust Deed; and

• a unitholder has no right to request the Trustee-Manager to redeem his units while the units are listed 
on Singapore Exchange Securities Trading Limited.

 A unitholder’s liability is limited to the amount paid or payable for any units in the Trust. The provisions of 
the Trust Deed provide that no unitholders will be personally liable to indemnify the Trustee-Manager or any 
creditor of the Trustee-Manager in the event the liabilities of the Trust exceed its assets.

 capital management

 The Trustee-Manager defines “capital” to include funds raised through the issuance of units, revenue reserves 
and proceeds raised from debt facilities. The Trustee-Manager’s policy is to maintain a strong capital base 
so as to maintain investor, creditor and market confidence and to sustain future development of the Trust. 
The Trustee-Manager monitors the distribution per unit, which is the annualised distribution to unitholders 
divided by total number of units.

 The cash flows from the operating activities of the Trust are sufficient to fund the anticipated debt service, 
quarterly distributions to unitholders, payments to Trustee-Manager and working capital requirements.  
To the extent that financing for additional vessels is required, additional equity or debt securities may be 
issued or additional secured borrowings may be incurred.

 There were no changes in the Trust’s approach to capital management during the year.

 The Trust is not subject to externally or regulatory imposed capital requirements.

12 reserves

    group  trust
    2012 2011 2012 2011
    us$’000 us$’000 us$’000 us$’000

 Hedging reserve  (12,299) (16,213) (12,299) (16,213)
 Foreign currency translation reserve  (2,420) (2,943) – –
 Fair value reserve  (2,488) – – –
 Accumulated losses  (190,973) (181,277) (317,619) (287,955)
    (208,180) (200,433) (329,918) (304,168)

 The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow 
hedging instruments until they are derecognised or impaired.

 The foreign currency translation reserve comprises:

(a) foreign exchange differences arising from the translation of the financial statements of foreign operations 
whose functional currencies are different from the functional currency of the Trust; and

(b) foreign exchange differences on monetary items which form part of the Group’s net investment in  
foreign operations.
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12 reserves (cont’D)

 The fair value reserve comprises the cumulative net change in the fair value of available-for-sale financial 
assets until the investments are derecognised or impaired.

 The accumulated losses were arrived after deduction of distributions to unitholders. Under the Singapore 
Business Trusts Act, the distribution to unitholders is allowed even when the cumulative distributions were in 
excess of the cumulative accounting profits recorded.

13 financiaL LiabiLities

      group and trust
      2012 2011
      us$’000 us$’000

 non-current  
 Secured bank loans    386,218 428,780
 Financial derivatives    4,492 8,781
      390,710 437,561
 current  
 Secured bank loans    44,000 44,000
 Financial derivatives    8,039 8,548
      52,039 52,548

 The Trustee-Manager, on behalf of the Trust, secured a 6-year amortising term loan facility with an outstanding 
loan balance of US$435,558,000 as at 31 December 2012. 

 Under the term loan facility, the Trust will make quarterly loan repayments of US$11,000,000 and a lump sum 
repayment on maturity date. 

 The term loan facility is secured on the following:

(i) a first priority mortgage over the Group’s vessels in the portfolio;

(ii) a first priority assignment of the Group’s rights, title, interest in the insurances to and for each vessel, 
including insurance for hull and machinery, protection and indemnity and war risks; 

(iii) a first priority assignment of the Group’s rights, title and interest in and to the charter agreements and 
the charter income of each vessel; and

(iv) a pledge over the Group’s shares in TORM. 

 In June 2012, the Trustee-Manager secured a temporary relaxation of two loan covenants from the lenders for 
12 months until 30 June 2013 (“Relaxation Period”): 

(i)  the minimum security value-to-loan (“VTL”) ratio is reduced from 125% to 100%; and 

(ii)  debt service coverage ratio is reduced from at least 1.1:1 to at least 1:1.
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 During the Relaxation Period, the Trust is restricted from paying any distributions to unitholders. In addition, 
a US$10,000,000 security deposit is placed with the security agent, and a levy of 2% per annum is imposed on 
the shortfall amount, which is the difference between the outstanding loan balance and the theoretical loan 
balance assuming VTL ratio is 125%.

 terms and debt repayment schedule

 The interest margin on the term loan facility is as follows:

  31 December 2012 31 December 2011
   Margin over  Margin over
  vtL ratio us$ 3-month Libor vtL ratio us$ 3-month Libor

  ›100% to 140% 3.0% ›125% to 140% 3.0%
  ›140% to 180% 2.8% ›140% to 180% 2.8%
  ›180% 2.6% ›180% 2.6%

 As at 31 December 2012, the applicable margin over US$ 3-month LIBOR was 3.0% (2011: 3.0%). The VTL ratio 
will be assessed semi-annually.

 The terms and conditions of the term loan facility are as follows:

     face carrying
    year of value amount
 group and trust nominal interest rate maturity us$’000 us$’000

 2012    
 US$ floating rate loans US$ 3-month LIBOR + 2017 435,558* 430,218
    applicable margin

 * Before the deduction of unamortised debt transaction costs of US$5,340,000.

     face carrying
    year of value amount
 group and trust nominal interest rate maturity us$’000 us$’000

 2011 
 US$ floating rate loans US$ 3-month LIBOR + 2017 479,558^ 472,780
    applicable margin  

 ^ Before the deduction of unamortised debt transaction costs of US$6,778,000.
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13 financiaL LiabiLities (cont’D)

 The following are the expected contractual undiscounted cash outflows, including interest payments and 
excluding the impact of netting agreements:

   carrying
   amount cash flows
    contractual Within Within after
    cash flows 1 year 1 to 5 years 5 years
 group and trust us$’000 us$’000 us$’000 us$’000 us$’000

 2012
 non-derivative financial liabilities      

US$ floating rate loans^ 430,440 (499,728) (58,966) (440,762) –

 2011
 non-derivative financial liabilities
 US$ floating rate loans^ 473,348 (574,838) (61,928) (239,516) (273,394)
      
 ^ Inclusive of accrued interest as at the reporting date.

 The derivative financial liabilities relate to the cumulative fair value change of hedged instruments designated 
as cash flow hedges. The following are the expected contractual undiscounted cash outflows of derivatives:

    carrying
    amount  cash flows
     contractual  Within
     cash flows Within 1 year 1 to 5 years
 group and trust  us$’000 us$’000 us$’000 us$’000

 2012
 Derivative financial liabilities
 Interest rate swaps used for hedging     
 - outflows  12,531 12,801 8,277 4,524

 2011
 Derivative financial liabilities
 Interest rate swaps used for hedging     
 - outflows  17,329 19,025 10,131 8,894
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14 DeferreD incoMe

      group
      2012 2011
      us$’000 us$’000

 non-current  
 Deferred income    6,455 –

 current  
 Deferred income    1,444 –

 Deferred income is recognised on the Statement of Financial Position upon the receipt of shares in  
TORM by the Group and is amortised to the Income Statement over the remaining lease term on the TORM 
charter contracts. 

15 traDe anD otHer payabLes

    group  trust
    2012 2011 2012 2011
    us$’000 us$’000 us$’000 us$’000

 Trade payables  181 208 34 83
 Accrued financing expenses  444 2,121 444 2,121
 Accrued operating expenses  2,600 2,325 197 918
 Lease income received in advance  2,903 1,486 – –
 Other payables  909 1,186 9 –
    7,037 7,326 684 3,122
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15 traDe anD otHer payabLes (cont’D)

 The following are the expected contractual undiscounted cash outflows, excluding the impact of  
netting agreements:

     carrying 
     amount cash flows
      contractual  Within
      cash flows 1 year
     us$’000 us$’000 us$’000
    
 group
 2012
 non-derivative financial liabilities
 Trade and other payables   3,690 (3,690) (3,690)

 2011
 non-derivative financial liabilities
 Trade and other payables   3,719 (3,719) (3,719)

 trust
 2012
 non-derivative financial liabilities    
 Trade and other payables   240 (240) (240)

 2011
 non-derivative financial liabilities    
 Trade and other payables   1,001 (1,001) (1,001)

16 revenue

      group
      2012 2011
      us$’000 us$’000

 Bareboat charter lease income    76,347 89,124
 Freight income    18,996 21,590
 Time charter income    4,834 –
 Pool income    5,930 –
      106,107 110,714

 Bareboat charter lease income relates to lease income derived from operating leases. Included in bareboat 
charter lease income, US$225,000 (2011: US$ Nil) relates to recognition of the deferred income in the income 
statement for the year (see note 14).

 Freight income relates to income derived from (i) two product tankers, FSL Hamburg and FSL Singapore, 
before the commencement of time charter arrangements with Petròleo Brasileiro S.A. (“Petrobras”) and (ii) 
three chemical tankers, FSL New York, FSL London and FSL Tokyo, before they entered the pool. 
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 Time charter income relates to income derived from two vessels, FSL Singapore and FSL Hamburg, deployed 
on time charter with Petrobras from 16 May 2012 and 23 August 2012, respectively. 

 
 Pool income relates to income derived from three chemical tankers, FSL New York, FSL London and  

FSL Tokyo, deployed on pool arrangement from third quarter of 2012. 

17 finance incoMe anD expenses

      group
      2012 2011
      us$’000 us$’000

 recognised in the income statement  
 Interest income from cash and cash equivalents   124 79
 Finance income    124 79
  
 Interest expense:  
 - bank loans    26,218 23,756
 - amortisation of debt transaction costs    1,597 2,615
 - commitment and bank agency fees    59 258
 Net foreign exchange gain    (92) (1,080)
 Finance expenses    27,782 25,549
  
 Net finance expenses recognised in income statement   (27,658) (25,470)

18 Loss before tax

 The following items have been included in arriving at loss before tax:

      group
      2012 2011
      us$’000 us$’000
   
 Other income^    – (5,000)
 Audit fees paid/payable to auditors of the Trust    110 107
 Non-audit fees paid/payable to:   
 - auditors of the Trust*    142 127
 - other auditors     60 20
 Amortisation of initial direct costs    633 554

^  Pertained to the receipt of settlement sum from Daxin Petroleum Pte. Ltd. (“Daxin”) pursuant to the amicable out-of-court settlement on 
a without-admission-of-liability basis between the Trust and Daxin in November 2011.

* Inclusive of review fees on quarterly results.
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19 incoMe tax expense

      group
      2012 2011
      us$’000 us$’000

 current tax expense  
 Current year    18 –
 Over-provision in prior year    (9) –
      9 –

 reconciliation of effective tax rate  

 Loss before income tax    (8,378) (17,066)
  
 Tax calculated using Singapore tax rate of 17%    (1,424) (2,901)
 Effect of tax rate in foreign jurisdiction    7 –
 Income not subject to tax    (18,011) (19,868)
 Expenses not deductible for tax purposes    19,446 22,769
 Over-provision in prior year    (9) –
      9 –

20 incoMe avaiLabLe for Distribution

      group
      2012 2011
      us$’000 us$’000

 Income available for distribution to unitholders at the beginning of the year  655 5,688

 Loss for the year    (8,387) (17,066)
 Net adjustments (Note A)    9,041 35,359
 Income available for distribution    654 18,293
  
 Distribution to unitholders:  
 For the period from 1 October 2010 to 31 December 2010  
 - Distribution of US0.95 cents per unit (tax-exempt income)   – (5,688)
 For the period from 1 January 2011 to 31 March 2011  
 - Distribution of US0.95 cents per unit (tax-exempt income)   – (5,687)
 For the period from 1 April 2011 to 30 June 2011  
 - Distribution of US0.95 cents per unit (tax-exempt income)   – (5,732)
 For the period from 1 July 2011 to 30 September 2011  
 - Distribution of US0.95 cents per unit (tax-exempt income)   – (6,219)
 For the period from 1 October 2011 to 31 December 2011  
 - Distribution of US0.10 cents per unit (tax-exempt income)   (655) –
 For the period from 1 January 2012 to 31 March 2012  
 - Distribution of US0.10 cents per unit (tax-exempt income)   (654) –
      (1,309) (23,326)
 Income available for distribution to unitholders at the end of the year  – 655
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 Arising from the temporary relaxation of two loan covenants under the term loan facility (see note 13), the 
Trust is restricted from paying any distributions to unitholders for 12 months until 30 June 2013. 

 note a    group
      2012 2011
      us$’000 us$’000

 Net adjustments comprise:  
  
 Non-cash adjustments:  
 - Depreciation expense on vessels    56,893 59,385
 - Amortisation of debt transaction costs    – 841
 - Amortisation of initial direct costs    72 73
 - Amortisation of deferred income    (225) –
 - Unrealised foreign exchange gain    (126) (831)
 - Impairment loss on vessels    – 22,117
 - Others    (375) –
      56,239 81,585
 Repayment of secured bank loans    (44,000) (26,707)
 Amount not available for distribution    (3,198) (19,519)
 Net adjustments    9,041 35,359

21 earnings per unit

      group
      2012 2011
      us$’000 us$’000

 Basic and diluted earnings per unit is based on:  
 Loss for the year    (8,387) (17,066)

      number of units
      ’000 ’000

 Issued units at beginning of the year    654,665 598,665
 Effect of units issued    – 29,458
 Weighted average number of units at the end of the year   654,665 628,123

22 financiaL risK ManageMent

 overview

 Risk management is integral to the whole business of the Group. The Group is exposed to credit, liquidity and 
market risks. The Group uses derivative financial instruments to hedge its interest rate and foreign currency 
risk exposures. The Group does not hold or issue derivative financial instruments for trading purposes.

 Management uses natural hedges or closely monitors the Group’s business risk exposures in connection with 
its financial assets and financial liabilities and adopts the appropriate measures including the use of other 
financial instruments when considered necessary to reduce any potential financial risk exposures or losses.
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22 financiaL risK ManageMent (cont’D)

 credit risk

 As part of the Trustee-Manager’s due diligence activities and prior to the completion of a lease transaction, 
each new lessee is analysed individually for creditworthiness. The Trustee-Manager then incorporates the 
results from its due diligence activities into a risk-adjusted pricing model. This model incorporates a credit 
loss component which takes into account the likelihood of default, the level of recoverability following a default 
and the credit exposure at the time of default.

 Upon the completion of a lease transaction, the Trustee-Manager conducts on-going credit reviews annually 
or semi-annually to monitor each lessee’s financial performance and compliance with financial covenants (if 
any). In addition, the payment conduct of a lessee is monitored on a monthly basis.

 The Group’s credit risk is concentrated in lessees in the shipping industry; and the Group’s maximum exposure 
to credit risk in the event that counterparties fail to perform their obligations as of 31 December 2012 in 
relation to each class of recognised financial assets is the carrying amount of those assets as indicated in the 
Statements of Financial Position.

 The Group does not expect to incur material credit losses on its financial assets. Cash and cash equivalents 
are placed with financial institutions which are regulated.

 Liquidity risk

 Liquidity risk is the risk that the Group will not be able to meet its financial obligations as and when they fall 
due. The Group’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet 
its liabilities when due, without incurring unacceptable losses or risking damage to the Group’s reputation.

 The Group ensures that it has sufficient cash on demand to meet expected operational expenses for a period 
of 30 days, including the servicing of financial obligations. When applicable, the Group also ensures that 
it has sufficient cash for quarterly distributions to its unitholders. As at the reporting date, there were no 
outstanding commitments for any acquisition of vessels.

 As at 31 December 2012, the Group’s current liabilities exceeded its current assets by US$18,804,000  
(2011: US$22,582,000). However, in view of estimated cash flows from operations over the next 12 months, the 
Trustee-Manager expects the Group to pay its liabilities as and when they fall due.

 Market risk

 Market risk is the risk that changes in market prices, such as interest rates, foreign exchange rates and equity 
prices, will affect the Group’s income or the value of its holdings of financial instruments. The objective of 
market risk management is to manage and control market risk exposures within acceptable parameters.

 interest rate risk

 The Group adopts a policy of ensuring that 100% of its exposure to changes in interest rates on bank loans is 
hedged using a combination of natural hedges and/or interest rate swaps. The Trustee-Manager, on behalf 
of the Trust, reviews any unhedged exposures periodically and will consider hedging them after taking into 
consideration the prevailing interest rate environment.  
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 As at 31 December 2012, the Group has interest rate swaps with a total notional contract amount of 
US$224,040,000 (2011: US$364,943,000), whereby it pays fixed interest rates ranging from 1.06% per annum 
to 5.24% per annum and receives a variable rate equal to US$ 3-month LIBOR. The Trust classifies these 
interest rate swaps as hedging instruments under the cash flow hedge model.

 The net cumulative fair value change of these interest rate swaps as at 31 December 2012 is US$12,531,000 
(2011: US$17,329,000). This amount is recognised as financial derivatives in “financial liabilities”.

 Sensitivity analysis

 With respect to the interest rate swaps (designated as hedging instruments under cash flow hedge model), 
variable rate bank loans and certain floating rate lease agreements, a change of 50 bp in interest rate at the 
reporting date would increase (decrease) other comprehensive income and profit or loss by the amounts 
shown below. This analysis assumes that all other variables remain constant.

   other comprehensive income profit or loss
    50 bp 50 bp 50 bp 50 bp
    increase decrease increase decrease
 group and trust  us$’000 us$’000 us$’000 us$’000

 31 December 2012

 Variable rate bank loans  – – (2,351) 2,351
 Interest rate swaps  3,433 (2,999) 1,002 (1,002)
    3,433 (2,999) (1,349) 1,349
 Floating rate lease income  – – 631 (631)
    3,433 (2,999) (718) 718

 31 December 2011

 Variable rate bank loans  – – (2,370) 2,370
 Interest rate swaps  2,523 (2,449) 1,887 (1,887)
    2,523 (2,449) (483) 483
 Floating rate lease income  – – 654 (654)
    2,523 (2,449) 171 (171)

 The Group has entered into two floating rate lease arrangements (“host contracts”) which are pegged to the 
US$ 3-month LIBOR (“embedded derivatives”). These arrangements provide an economic hedge against the 
interest rate risk exposure arising from the respective loans relating to these leases.

 The Trustee-Manager considers the economic characteristics and risks of these embedded derivatives to 
be closely related to the economic characteristics and risks of the host contracts. Accordingly, in respect of 
these embedded derivatives, no separate accounting from the host contracts is required as the embedded 
derivatives are essentially contingent rentals based on variable interest rates.
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22 financiaL risK ManageMent (cont’D)

 foreign currency risk

 The Group is exposed to foreign currency risk on certain lease income denominated in a currency other than 
the functional currency of the Trust. The currency giving rise to this risk is the Euro.

 As at 31 December 2012, the Group hedged 100% of its forecasted lease income denominated in the Euro. 
The Group uses cross currency swap contracts with a total notional contract amount of US$16,387,000 (2011: 
US$15,392,000), to hedge the foreign currency risk associated with its forecasted Euro revenue. The net 
cumulative fair value gain for these cross currency swap contracts as at 31 December 2012 is US$232,000 
(2011: US$740,000). This amount is recognised as financial derivatives in “derivative assets”.

 In respect of other monetary assets and liabilities held in currencies other than the US dollar, the Group 
ensures that the net exposure is kept to an acceptable level by buying or selling foreign currencies at spot 
rates, where necessary, to address short term imbalances.

 The Group’s and the Trust’s exposures to foreign currencies are as follows:

    31 December 2012  31 December 2011
     singapore   singapore
    euro dollar euro dollar
    us$’000 us$’000 us$’000 us$’000

 group    
 Cross currency swap contracts* (notional amounts) 16,387 – 15,392 –
 Other receivables  38 19 – 357
 Cash and cash equivalents  764 63 516 560
 Trade and other payables  (49) (54) (17) (66)
    
 trust    
 Cross currency swap contracts* (notional amounts) 16,387 – 15,392 –
 Other receivables  – 16 – 344
 Cash and cash equivalents  200 63 9 360
 Trade payables  – (33) – (51)

 * Designated as hedging instruments under cash flow hedge model.

 Sensitivity analysis

 A 10% strengthening of US dollar against the following currencies at the reporting date would increase 
(decrease) other comprehensive income and profit or loss by the amounts shown below. This analysis assumes 
that all other variables, in particular interest rates, remain constant.
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    group  trust
    other  other
    comprehensive profit comprehensive profit
    income or loss income or loss
    us$’000 us$’000 us$’000 us$’000

 31 December 2012
 Euro  1,695 (83) 1,695 (22)
 Singapore dollar  – (3) – (5)

 31 December 2011
 Euro  1,452 (56) 1,452 (1)
 Singapore dollar  – (95) – (73)

 A 10% weakening of US dollar against the following currencies at the reporting date would increase (decrease) 
other comprehensive income and profit or loss by the amounts shown below. This analysis assumes that all 
other variables, in particular interest rates, remain constant.

    group  trust
    other  other
    comprehensive profit comprehensive profit
    income or loss income or loss
    us$’000 us$’000 us$’000 us$’000

 31 December 2012
 Euro  (1,523) 83 (1,523) 22
 Singapore dollar  – 3 – 5
    
 31 December 2011
 Euro  (1,452) 56 (1,452) 1
 Singapore dollar  – 95 – 73

 equity price risk

 The Group is exposed to equity price risk on its available-for-sale equity securities. 

 Sensitivity analysis

 A 5% increase (decrease) in the share price of TORM shares at the reporting date would increase (decrease) 
the Group’s other comprehensive income by US$282,000 (2011: US$ Nil). This analysis assumes that all other 
variables remain constant.
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22 financiaL risK ManageMent (cont’D)

 estimation of fair values

 The following summarises the significant methods and assumptions used in estimating the fair values of 
financial instruments of the Group and the Trust.

 Derivatives

 The fair value of derivative instruments is calculated by reference to current forward exchange rates and 
interest rates for contracts with similar maturity profiles, and discounting the estimated future cash flows 
based on the terms and maturity of each contract and using market interest rates for a similar instrument at 
the measurement date.

 Non-derivative financial liabilities

 The Group believes that the carrying amount of the variable rate bank loans, which are repriced on a quarterly 
basis, closely reflects the corresponding fair values.

 Available-for-sale equity securities

 The fair value of available-for-sale equity securities is calculated by reference to quoted share price listed on 
a stock exchange.

 Other financial assets and liabilities

 The carrying amounts of financial assets and liabilities with a maturity of less than one year (including trade 
and other receivables, cash and cash equivalents and trade and other payables) approximate their fair values 
because of the short period to maturity.

 interest rates used in determining fair values

 The interest rates used to discount estimated cash flows, where applicable, are based on US$ yield curve and 
Euro yield curve at the reporting date for interest rate swaps and cross currency swap contracts respectively, 
and were as follows:

      2012 2011
      % %

 Derivatives    0.18 to 0.74 0.06 to 0.80
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 carrying amount of financial assets and liabilities

 The following table summarises the carrying amount of financial assets and liabilities recorded at the end of 
the reporting period by IAS 39 categories:

    group  trust
     financial  financial
   Loan and available liabilities at Loan and liabilities at
   receivables -for-sale amortised cost receivables amortised cost
   us$’000 us$’000 us$’000 us$’000 us$’000

 2012
 Trade and other receivables  2,819 – – 85,668 –
 Cash and cash equivalents  37,488 – – 29,604 –
 Available-for-sale 
  financial assets: Equity securities – 5,637 – – –
 Trade and other payables – – 7,037 – 684
 Secured bank loans – – 430,218 – 430,218
   40,307 5,637 437,255 115,272 430,902

    group  trust
     financial  financial
    Loan and liabilities at Loan and liabilities at
    receivables amortised cost receivables amortised cost
    us$’000 us$’000 us$’000 us$’000

 2011
 Trade and other receivables   3,325 – 82,865 –
 Cash and cash equivalents   32,304 – 28,877 –
 Trade and other payables  – 7,326 – 3,122
 Secured bank loans  – 472,780 – 472,780
    35,629 480,106 111,742 475,902

 fair value hierarchy

 The table below analyses financial instruments carried at fair value by valuation method. The different levels 
have been defined as follows:

 • Level 1 : quoted prices (unadjusted) in active markets for identical assets or liabilities.

 • Level 2 : inputs other than quoted prices included within Level 1 that are observable for the asset or 
   liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

 • Level 3 : inputs for the asset or liability that are not based on observable market data  
   (unobservable inputs).
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22 financiaL risK ManageMent (cont’D)

 fair value hierarchy (cont’d)

    Level 1 Level 2 Level 3 total
    us$’000 us$’000 us$’000 us$’000
 group
 31 December 2012
 assets    
 Available-for-sale financial assets :
  Equity securities  5,637 – – 5,637
 Derivative assets  – 232 – 232
    5,637 232 – 5,869

 Liabilities    
 Derivative liabilities  – 12,531 – 12,531

 trust    
 31 December 2012
 assets    
 Derivative assets  – 232 – 232
 
 Liabilities    
 Derivative liabilities  – 12,531 – 12,531
    
 group and trust    
 31 December 2011
 assets    
 Derivative assets  – 740 – 740
    
 Liabilities    
 Derivative liabilities  – 17,329 – 17,329

23 coMMitMents

 The non-cancellable operating lease rentals receivable are as follows:

      group
      2012 2011
      us$’000 us$’000

 Within 1 year    75,852 83,616
 After 1 year but within 5 years    216,275 298,495
 After 5 years    59,170 109,652
      351,297 491,763
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 operating lease-bareboat charter

 Except for two lease agreements in which their base rental contains an adjustment which is pegged to  
US$ 3-month LIBOR, the rental rates of lease arrangements are fixed over the base lease term. The base 
lease terms under these non-cancellable leases range from nine to twelve years (2011: seven to twelve years). 
In nine lease agreements (2011: 11 lease agreements) held by the Group, the lessees have the options to 
extend the lease period beyond the base lease period up to ten years. The lessees have the option to purchase 
the related vessels in 16 lease agreements.

 operating lease-time charter

 There are two time charter lease arrangements (2011: Nil) and the rental rates are fixed over the base lease 
term of three years.

 The figures disclosed above exclude two lease agreements with rentals based on market rates as it is 
impracticable to determine the committed rentals.

24 reLateD parties

 For the purposes of these financial statements, parties are considered to be related to the Group if the Group 
has the ability, directly or indirectly, to control or joint-control the party or exercise significant influence over 
the party in making financial and operating decisions, or vice versa, or where the Group and the party are 
subject to common significant influence. Related parties may be individuals or other entities. The Trustee-
Manager is a subsidiary of a substantial unitholder of the Trust.

 Other than disclosed elsewhere in the financial statements, significant transactions with related parties are 
as follows:

      group
      2012 2011
      us$’000 us$’000

 Transactions with the Trustee-Manager:  
  Management fees    3,365 3,652
  Trustee fees    160 169
 Transactions with other related parties:  
  Directors’ fees paid to non-executive directors   201 201
  Lease rentals received from Schoeller Holdings Ltd*   6,051 6,555
  Inspection fees paid to Columbia Shipmanagement Ltd*   120 171
  Commission paid to Columbia Shipmanagement Ltd*   80 108
  Shipmanagement fee paid to Columbia Shipmanagement (Singapore) Pte. Ltd.* 545 –
  Commission paid to United Product Tankers*    223 247

 No separate consideration is paid to the Trustee-Manager (other than the fees disclosed above) for services 
rendered by the executive directors.

 * Related parties of a unitholder who holds 24% of the Trust’s issued units as at 31 December 2012.
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25 segMent inforMation

 No operating segment information has been prepared as the Group has only one reportable segment. With 
respect to the presentation of geographical information, the Group deals with several lessees and the vessels 
are deployed to various parts of the world at the discretion and direction of these lessees. Accordingly, the 
Trustee-Manager does not consider it meaningful to allocate revenues and non-current assets to specific 
geographical areas.

 Major customers

 Each of the following customers accounted for more than 10% of the Group’s total revenue in 2012 and/ 
or 2011:

      group
      2012 2011
      us$’000 us$’000
  
 Yang Ming Marine    20,055 20,055
 Berlian Laju Tanker^    – 14,153
 James Fisher    11,731 11,716
 Evergreen Marine    11,696 11,695
 Geden Lines    11,985 11,669
      55,467 69,288

 ^ Contributed less than 10% of the Group’s total revenue in 2012. 
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corporate
governance.

First Ship Lease Trust (“FSL Trust”) is a business trust constituted under the Business Trusts Act. FSL Trust 
Management Pte. Ltd. (“FSLTM”) as trustee-manager of FSL Trust is responsible for managing the business of FSL 
Trust including the trust property as defined in the deed of trust dated 19 March 2007 as amended and supplemented 
from time to time, safeguarding the interests of unitholders as a whole and ensuring and upholding high governance 
standards. FSLTM is fully committed to this responsibility in all its dealings with regard to FSL Trust. 

This report sets out the corporate governance practices in place for financial year 2012 with reference to the Code 
of Corporate Governance 2005 (“the Code”) and Business Trusts Regulations 2005.

tHe boarD’s conDuct of its affairs

The Board of Directors is the highest decision-making authority for FSLTM and its principal functions include guiding 
the corporate strategy and directions of management, reviewing the budget and all business plans, approving all 
acquisitions and borrowings, monitoring the financial and non-financial performance of FSL Trust, putting in place all 
relevant internal controls and risk management processes and generally, overseeing the management of FSL Trust.

The Board has delegated and outsourced the day-to-day operations to an experienced and qualified team led by  
Mr Philip Clausius (Director and President/Chief Executive Officer). The Board is also assisted by the Audit 
Committee and the Investment Advisory Committee. 

The Board meets at least once every quarter to approve the quarterly and full-year results prior to the release of 
the results and to deal with all matters requiring consideration. As and when necessary, board meetings are also 
supplemented by resolutions circulated to directors for decisions. 

The attendance of the directors at the Board and Audit Committee meetings for 2012 is set out below:

  board audit committee
  No. of Meetings held : 6 No. of Meetings held : 5
Directors No. of Meetings attended No. of Meetings attended

Mr Wong Meng Meng 5 5
Mr Phang Thim Fatt 6 5
Dr Michael John Montesano III 6 5
Mr Philip Clausius 6 5*
Mr Cheong Chee Tham 6 5*
* Attended by invitation of the Audit Committee

To enable directors to fully discharge their duties and obligations, directors have been furnished with a legal and 
compliance regulatory manual prepared by professional advisers. As and when necessary, they have also been 
provided with updates on relevant practices, new laws, rules and regulations, changes in accounting standards and 
risk management issues applicable to FSL Trust or FSLTM, including briefings by relevant professionals.
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boarD coMposition anD guiDance

The composition of the Board of FSLTM is determined using the following principles:

(i) The majority of Board members should be non-executive and independent directors;
(ii) The chairman of the Board should be a non-executive director; 
(iii) The Board should comprise directors with a wide range of commercial and management experience; and
(iv) At least a majority of the directors should be independent from management and business relationships with 

FSLTM and from every substantial shareholder of FSLTM.

The Board comprises five directors, of whom three are independent and non-executive. The directors come from 
diverse backgrounds with various expertise in the shipping industry and finance, legal, business and management 
fields and are able to apply their expertise and experience to further the interests of FSL Trust. The Board has 
the appropriate balance of independent directors and the three independent directors are particularly aware of 
their responsibility to constantly place the interests of unitholders as a whole foremost in the consideration of all 
relevant matters. The composition of the Board will be reviewed periodically to ensure that the Board comprises an 
appropriate mix of expertise and experience to best serve the interests of FSL Trust and the unitholders.

cHairMan anD presiDent/cHief executive officer

The Chairman, Mr Wong Meng Meng, and the President/Chief Executive Officer (CEO), Mr Philip Clausius, are not 
related to each other and they have separate and distinct roles and there is an effective balance of power and 
authority. The Chairman is responsible for the effective functioning of the Board in the interests of unitholders 
as a whole. Board meetings are helmed by the Chairman and there is a culture of openness and debate and all 
directors are given ample opportunity and time to express their views. Where necessary, the independent directors 
will hold discussions separately without the presence of the other directors. The President/CEO continues to have 
full executive responsibility over the business direction and operational decisions in the day-to-day operations and 
management of FSLTM, as trustee-manager. 

boarD MeMbersHip

The majority of the Board consists of independent non-executive directors. The Board takes into consideration its 
size, experience and overall competency and expertise to determine if the Board is effective. The Board is satisfied 
that the directors have given sufficient time and attention to the affairs of FSL Trust and FSLTM. From time to time, 
new directors may be identified for appointment if necessary to complement the experience and competency of the 
existing members of the Board.

Directors’ independence

The Board has conducted an annual review of the directors’ independence in accordance with the requirements 
of the Business Trusts Regulations 2005. The following directors, Mr Wong Meng Meng, Mr Phang Thim Fatt and  
Dr Michael John Montesano III are:

(a) Independent from management and business relationships with FSLTM (“Trustee-Manager”);

(b) Independent from management and business relationships with FSLTM and from every substantial shareholder 
of FSLTM; and

(c) Independent from every substantial shareholder of FSLTM.
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Mr Philip Clausius and Mr Cheong Chee Tham are not considered to be independent directors by virtue of being 
the President/Chief Executive Officer and Chief Financial Officer respectively of FSLTM. With effect from 1 January 
2010, Mr Clausius and Mr Cheong are also directors and shareholders of FSL Asset Management Pte. Ltd., the 
sole shareholder of FSLTM, and the service provider of management services to FSLTM. In addition, Mr Clausius 
is the President/Director and Mr Cheong is the Chief Financial Officer respectively of FSL Holdings Pte. Ltd., the 
substantial shareholder of FSL Asset Management Pte. Ltd. and FSLTM. 

boarD perforMance

A review of the Board’s performance was undertaken informally and factors taken into consideration include 
the attendance at meetings, contributions and performance of each individual director and the independence 
of directors. 

investment advisory committee

To assist the Board in assessing and evaluating potential lease transactions, an external Investment Advisory 
Committee comprising three external investment advisers has been appointed to review the feasibility and risk 
of entering into proposed asset acquisitions and lease transactions. The advisers will provide advice, comments 
and/or recommendations to the Board based on their perspectives on the maritime industry as well as ship 
financing knowledge. The Investment Advisory Committee does not have the power to bind the Board and all 
investment decisions remain ultimately subject to the approval of the Board. The members of the Investment 
Advisory Committee (namely, Mr Peter Michael Klopfer, Mr Ulf Gänger and Mr Heinrich-Leopold Felix Schoeller) 
are external to FSLTM and FSL Trust and do not participate in the day-to-day management.

access to inforMation

Directors are provided with relevant information before or at each meeting to enable them to be properly informed 
of matters to be discussed or approved and to enable them to make informed decisions to discharge their duties 
and responsibilities as directors. Directors are entitled to request for additional information as needed. In addition, 
quarterly and full-year financial statements are submitted to the Board for approval prior to release to the Singapore 
Exchange Securities Trading Ltd (“SGX”). Directors have separate and independent access to management and the 
company secretary at all times. The external auditors are also available on-hand to provide additional insight when 
financial statements are considered. Directors may seek further independent professional advice, if required, to 
allow directors to fulfill their duties properly, and such expenses will be paid by FSLTM.

reMuneration Matters

The structure for the payment of directors’ fees for independent directors is based on a framework of basic fees 
for serving on Board committees and is approved by the shareholders of FSLTM. All directors’ fees payable to the 
independent directors in respect of services rendered to FSLTM will be reimbursed by FSL Trust payable out of 
the trust property, as provided for in the deed of trust dated 19 March 2007 as amended and supplemented from 
time to time. The non-independent directors are not paid any director’s fees and the remuneration payable to the 
non-independent directors are paid by FSL Asset Management Pte. Ltd. who will charge the same to FSLTM and 
not FSL Trust. As the remuneration of the non-independent directors and management is paid for separately by 
FSL Asset Management Pte. Ltd. and are not paid for by FSL Trust, details of such remuneration packages will not 
be disclosed.
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reMuneration Matters (cont’D)

The directors’ fees payable to directors are set out below:

Directors remuneration

Mr Wong Meng Meng S$94,500
Mr Phang Thim Fatt S$84,000
Dr Michael John Montesano III S$73,500
Mr Philip Clausius Nil
Mr Cheong Chee Tham Nil

No compensation is payable to any director or officer in the form of options in FSL Trust units or pursuant to any 
bonus or profit-sharing plan or any other profit-linked agreement or arrangement under any service agreement. 

During the financial year 2012, no officer was an immediate family member of any director of FSLTM.

The fees payable to FSLTM are set out in the deed of trust dated 19 March 2007 as amended and supplemented from 
time to time. Such fees remain unchanged notwithstanding the corporate restructuring described in the paragraph 
below. The fees payable are the management fees, trustee fees, incentive fees, acquisition fees and disposal fees, 
which particulars are detailed in note 1 to the financial statements of this annual report. The fees paid to FSLTM in 
financial year 2012 are set out in note 24 to the financial statements.

FSL Asset Management Pte. Ltd. was constituted in 2010 as the resource centre for the FSL group of companies 
and the employment of the employees of FSLTM was transferred to FSL Asset Management Pte. Ltd. Accordingly, 
FSLTM entered into a management services agreement with FSL Asset Management Pte. Ltd. where FSL Asset 
Management Pte. Ltd. (also the sole shareholder of FSLTM) provides to FSLTM all agreed management services, 
including the services of the Chief Executive Officer, the Chief Financial Officer and other management personnel 
and staff. FSLTM is charged and bears the cost of management services rendered to it by FSL Asset Management 
Pte. Ltd. determined according to a market-based benchmarked formula. 

accountabiLity

The Board, through its quarterly and full-year results, announcements and press releases, aims to provide a 
balanced and understandable assessment of FSL Trust’s performance and prospects. 

auDit coMMittee

The members of the Audit Committee (“AC”) are the three independent directors, Mr Phang Thim Fatt, Mr Wong 
Meng Meng and Dr Michael John Montesano III and the AC is chaired by Mr Phang Thim Fatt. 

The responsibilities of the AC include the following:

(i) To review the financial statements; 

(ii) To monitor and evaluate the quality and reliability of information prepared for inclusion in financial statements;

(iii) To monitor and evaluate the effectiveness of FSLTM’s internal controls;
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(iv) To nominate the external auditors;

(v) To review the external audit plan and the adequacy of external audit in respect of cost, scope and performance;

(vi) To review external audit reports to ensure that where deficiencies in risk management and internal controls 
have been identified, appropriate and prompt remedial action is taken by management;

(vii) To monitor the procedures in place to achieve compliance with applicable legislation, the Listing Manual and 
the Business Trusts Act;

(viii) To monitor the procedures established to regulate interested person transactions, including ensuring 
compliance with the provisions of the Listing Manual and Business Trusts Act in relation to them and to review 
such interested person transactions; 

(ix) To review the assistance given by officers of FSLTM to the external auditors; and

(x) To investigate any reports of improprieties or irregularities.

The AC’s activities for 2012, in accordance with its responsibilities and duties, included the following:

(a) Review of the quarterly and full-year financial statements and announcements required by the SGX for 
recommendation to the Board for approval;

(b) Discussion with the external auditors on the audit plan and the report on the audit of the financial statements; 
review of the external auditors’ objectivity and independence; review of the audit fees payable, and making 
recommendations to the Board on the appointment/re-appointment of the external auditors;

(c) Review of the effectiveness of internal controls, including financial, compliance and risk management controls, 
to safeguard the interests of the unitholders as a whole and the trust property; and

(d) Review of all interested person transactions to ensure compliance with the Listing Manual and the Business 
Trusts Act.

The AC is authorised to investigate any matters it deems appropriate within its written terms of reference. The AC 
has full access to and co-operation of management. The AC also has full discretion to invite any director or personnel 
to attend its meetings, and did also meet with the external auditors without the presence of management. The AC 
has been given all reasonable resources to perform its duties.

The total fees paid to the external auditors for financial year 2012, including fees for audit and non-audit services 
are set out in note 18 to the financial statements of this annual report.

The AC has undertaken a review of the fees and expenses paid to the external auditors, including fees paid for non-
audit services during the period, and is satisfied that the external auditors’ independence has not been compromised. 

FSL Trust has complied with Rules 712 and 715 of the Listing Manual of SGX. KPMG LLP is a suitable auditing firm 
to meet FSL Trust’s audit obligations as well as those of its Singapore-incorporated subsidiaries held by FSLTM as 
trustee-manager.
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risK ManageMent anD internaL controLs 

The Board is mindful that it needs to ensure that management maintains a sound system of risk management and 
internal controls to safeguard the interests of unitholders as a whole and the trust property. 

The Board and the AC have evaluated the internal financial controls and financial and accounting policies and 
procedures. In the course of their audit, the external auditors will also review the risk management and 
internal controls and may also highlight areas where certain aspects of risk management and internal controls 
could be improved and management will review the suggested improvements with a view to implementation  
where appropriate.

No system can provide absolute assurance against material errors, human errors, fraud or other irregularities and 
the internal financial controls of FSLTM are designed to provide reasonable but not absolute assurance that trust 
property is safeguarded, accounting records are properly maintained and financial information and records are 
reliable. These controls are designed having in mind the risks of the relevant exposure, the likelihood of it occurring 
and costs involved to protect against it. 

The Board is of the opinion, with the concurrence of the AC, that FSLTM has in place reasonable, adequate and 
effective risk management and internal controls including financial, operational, compliance and information 
technology controls.

The risk management approach can be found on page 24 of this annual report.

coMMunication WitH unitHoLDers

FSLTM believes in prompt disclosure of pertinent and relevant information to unitholders. Quarterly and full-year 
financial statements, distribution notices (where applicable), information on lease and charter transactions and 
acquisitions of vessels and other material developments are announced through the SGX, press releases and 
through its website at www.FSLTrust.com. Media and analysts’ briefings are held as and when necessary.

The investor relations function is handled by management. Management meets with analysts, institutional investors 
and fund managers regularly to promote FSL Trust, communicate its business performance and developments and 
gather views and feedback. Management has also participated in industry and investor seminars. Please refer to 
the investor relations information on page 25 of this annual report.

Unitholders are entitled to attend and vote at the unitholder meetings and will be given the opportunity to raise 
questions and seek clarifications regarding any resolutions or other business of FSL Trust. The Board and 
management will be present at such unitholder meetings to address questions that unitholders may have.

DeaLings in securities 

FSLTM has adopted an internal code based on the Listing Manual on dealings in securities and directors of FSLTM 
and directors and employees of its holding company and members of the Investment Advisory Committee have been 
guided that they should refrain from dealing in units of FSL Trust during the period commencing two weeks before 
the announcement of FSL Trust’s financial statements for each of the first, second and third quarters of its financial 
year, and one month before the announcement of the financial statements for the fourth quarter, and ending on the 
date of the announcement of the relevant results. 
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All directors of FSLTM and directors and employees of its holding company and members of the Investment Advisory 
Committee are also informed that they (A) must not deal in (i) the units on short-term considerations; (ii) the units 
while in possession of unpublished material and price sensitive information; and (iii) the securities of other listed 
companies while in possession of unpublished material and price sensitive information relating to those securities; 
and (B) must be mindful of the laws relating to insider trading.

stateMent of poLicies anD practices 

FSLTM has established the following policies and practices in relation to its management and governance:

(a) The trust property of FSL Trust is properly accounted for and trust property is kept distinct from the property of 
FSLTM held in its own capacity and the property of FSL Asset Management Pte. Ltd. (“FSLAM”). Different bank 
accounts are opened for FSLTM in its capacity as trustee-manager of FSL Trust, FSLTM in its own capacity 
and FSLAM, and regular internal reviews are carried out to ascertain that all trust property has been fully 
accounted for. 

(b) The Board is required to approve all business ventures and acquisitions for FSLTM and FSL Trust. FSLTM 
remains focused on vessel acquisitions with bareboat charters and time charters, which are the approved 
businesses of FSL Trust as set out in the deed of trust dated 19 March 2007 as amended and supplemented 
by the second supplemental deed dated 6 April 2011. FSLTM has not engaged in other businesses on behalf of 
FSL Trust. Management provides regular briefings to the Board about the potential projects that it is looking 
into on behalf of FSL Trust and the Board ensures that all such projects are within the approved business 
scope of FSL Trust. 

(c) FSLTM does not currently have other businesses other than that of managing FSL Trust but all potential 
conflicts, if arising, will be identified by the Board and management and reviewed. In addition, the majority of 
the Board are independent directors of FSLTM who do not have management or business relationships with 
the substantial shareholder of FSLTM (namely, FSL Asset Management Pte. Ltd. and FSL Holdings Pte. Ltd.) 
or the substantial shareholders of FSL Holdings Pte. Ltd. and are therefore able to examine any potential 
conflict between the interests of FSLTM in its own capacity and the interests of all unitholders of FSL Trust 
as a whole, independently and objectively. In respect of matters in which a director has an interest, direct 
or indirect, such interested director will abstain from participating in the review and approval process with 
regard to the matter. 

85FIRST SHIP LEASE TRUST ANNUAL REPORT 2012



corporate
governance.

stateMent of poLicies anD practices (cont’D)

(d) FSL Holdings Pte. Ltd. has also given two undertakings in favour of FSL Trust not to compete in the businesses 
of FSL Trust, namely, 

(1) the financing lease of shipping assets through long-term bareboat charters for a lease term of seven 
years or longer, 

(2) for a period of five years from 6 April 2011 (and following the expiry of such period, for such additional 
period as may be agreed between FSL Holdings Pte. Ltd. and FSLTM), (aa) the financing lease of vessels 
on a bareboat basis which have a lease term of less than seven years and (bb) the financing of any 
vessels on a time charter basis (regardless of the duration of the charters of such vessels),

 save where it has first offered to FSLTM (on behalf of FSL Trust) the opportunity to acquire the charter/
lease, together with the relevant vessel and FSLTM has declined to acquire such vessel and charter/lease 
notwithstanding that the Investment Advisory Committee has recommended in favour of it. FSL Holdings Pte. 
Ltd. will not enter into any charter/lease that has first been offered by it to FSLTM (on behalf of FSL Trust) and 
for which the Investment Advisory Committee has not recommended in favour. 

 As at the date of this annual report, all vessel acquisitions and charter leasing to lessees, subsequent to the 
initial public offering, have been with independent third parties unrelated to FSL Trust, FSLTM, FSLAM or FSL 
Holdings Pte. Ltd.

(e) Interested person transactions in relation to FSL Trust have been identified by management and have been 
fully disclosed on page 87 of this annual report. The Audit Committee conducts an annual review of all such 
transactions to determine if such transactions have been undertaken on normal commercial terms and will 
not be prejudicial to the interests of FSL Trust and the unitholders as a whole. In addition, all such interested 
person transactions conducted and any contract entered into by FSLTM on behalf of FSL Trust with a related 
party of FSLTM or FSL Trust, shall comply with and be in accordance with all applicable requirements of the 
Listing Manual and the Business Trusts Act as well as such other guidelines as may from time to time be 
prescribed to apply to business trusts. 

(f) The expenses payable to FSLTM in its capacity as trustee-manager of FSL Trust out of trust property are 
appropriate and in accordance with the deed of trust dated 19 March 2007 as amended and supplemented, and 
regular internal reviews are carried out to ensure that such expenses payable are in order. 

(g) FSLTM has engaged the services of and obtained advice from professional advisers and consultants from 
time to time, particularly with regard to transactions on vessel acquisitions and facility borrowings, and has 
complied with the requirements of the Business Trusts Act and the Listing Manual.
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inforMation.

interesteD person transactions

The transactions entered into with interested persons during the financial year ended 31 December 2012 which fall 
under the Listing Manual of the SGX-ST and the Business Trusts Act, Chapter 31A of Singapore are:

name of interested person aggregate value of all interested person transactions 
  during the financial period under review (excluding 
  transactions less than s$100,000 (equivalent 
  to approximately us$81,880^)) 

Columbia Shipmanagement Ltd+/ Columbia 
 Shipmanagement (Singapore) Pte. Ltd.+ US$745,000 
 – services rendered

United Product Tankers GmbH & Co. KG+  US$223,000
 – services rendered

Notes:
^ Based on prevailing exchange rate as at 31 December 2012.
+ Columbia Shipmanagement Ltd, Columbia Shipmanagement (Singapore) Pte. Ltd. and United Product Tankers GmbH & Co. KG are associates of 

Schoeller Holdings Ltd, who is deemed interested in the units held by FSL Holdings Pte. Ltd., the controlling unitholder of FSL Trust. 

The above does not include the following on-going interested person transactions:

(a) the fees and charges payable by FSL Trust to FSLTM under the deed of trust dated 19 March 2007 as amended 
and supplemented from time to time; and

(b) the lease rentals, fees and charges receivable by FSL Trust under the lease agreements dated 5 July 2005 with 
Schoeller Holdings Ltd in respect of containerships Cape Ferro (formerly Calypso) and Cape Falcon,

which are deemed to be specifically approved by the unitholders upon subscription for the units at the initial 
public offering and which are not subject to Rules 905 and 906 of the Listing Manual to the extent that there is 
no subsequent change to the rates and/or bases of the fees, rentals and charges charged thereunder which will 
adversely affect FSL Trust. 

Except as disclosed above, there were no additional interested person transactions (excluding transactions less 
than S$100,000 (US$81,880) equivalent) entered into up to and including 31 December 2012.

FSL Trust does not have any unitholders’ mandate for interested person transactions.
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vesseL Lessee
Lease

coMMenceMent

Lease terM +
extension, 
if any (yrs)

DaiLy bareboat 
cHarter rate 

(net)^

Lease extension 
cHarter rate

(net)^ earLy buyout option purcHase option

cHeMicaL tanKer 

FSL New York N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

FSL London N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

FSL Tokyo N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

containersHip

Cape Ferro# Schoeller Holdings 5 Jul 2005 9 EUR6,422 - Nil Yr 9 : EUR6.175m

Cape Falcon Schoeller Holdings 5 Jul 2005 9 EUR6,422 - Nil Yr 9 : EUR6.175m

Ever Radiant Evergreen Marine 24 Jan 2006 10 + 3 US$16,021 US$10,946 Nil Yr 10 : US$15.0m or Yr 13 : US$7.5m

Ever Respect Evergreen Marine 24 Jan 2006 10 + 3 US$16,021 US$10,946 Nil Yr 10 : US$15.0m or Yr 13 : US$7.5m

YM Eminence Yang Ming Marine 20 May 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

YM Elixir Yang Ming Marine 16 Jun 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

YM Enhancer Yang Ming Marine 9 Oct 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

cruDe oiL tanKer

Aqua Geden Lines 18 Apr 2008 10 US$20,335 a - Yr 4 : US$62.76m
Yr 6 : US$55.64m
Yr 8 : US$45.72m

Yr 10 : US$33.0m + 50% of any excess of  
FMV over US$33.0m

Action Geden Lines 18 Apr 2008 10 US$20,335 a - Yr 4 : US$62.76m
Yr 6 : US$55.64m
Yr 8 : US$45.72m

Yr 10 : US$33.0m + 50% of any excess of  
FMV over US$33.0m

Dry buLK carrier

Stella Fomalhaut OMNI Ships
(formerly Siba Ships)

11 Jan 2007 12 b US$5,445/6,500 b - - b - b

Stella Eltanin OMNI Ships  
(formerly Siba Ships)

11 Jan 2007 12 b US$5,445/6,500 b - - b - b

^ A commission of 0.5% on the bareboat charter rate is paid to an external broker for Ever Radiant and Ever Respect while a commission of 1% on 
the bareboat charter rate is paid for YM Eminence, YM Elixir and YM Enhancer. The daily bareboat charter rate and the lease extension charter rate 
shown in the above table are net of commission. No commission is payable for any of the other vessels in the vessel portfolio.

# Formerly Calypso.

a For the first 3 months, the daily bareboat charter rate is fixed at US$20,335. Thereafter, it will be reset on a quarterly basis in line with changes in 
the 3-month US$ Libor rate.

b The leases have been restructured with effect from 1 January 2013 such that (i) the base lease period has been extended until 31 December 2018, 
(ii) the daily bareboat charter rates are reduced to US$5,445 for 2013 to 2014 and US$6,500 for 2015 to 2018 and (iii) the early buyout and purchase 
options are all cancelled.

Lease 
portfoLio terMs.
As at 28 February 2013
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vesseL Lessee
Lease

coMMenceMent

Lease terM +
extension, 
if any (yrs)

DaiLy bareboat 
cHarter rate 

(net)^

Lease extension 
cHarter rate

(net)^ earLy buyout option purcHase option

cHeMicaL tanKer 

FSL New York N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

FSL London N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

FSL Tokyo N.A. - Vessel is deployed in the 'Nordic Tankers 19,000 Stainless Steel Pool'

containersHip

Cape Ferro# Schoeller Holdings 5 Jul 2005 9 EUR6,422 - Nil Yr 9 : EUR6.175m

Cape Falcon Schoeller Holdings 5 Jul 2005 9 EUR6,422 - Nil Yr 9 : EUR6.175m

Ever Radiant Evergreen Marine 24 Jan 2006 10 + 3 US$16,021 US$10,946 Nil Yr 10 : US$15.0m or Yr 13 : US$7.5m

Ever Respect Evergreen Marine 24 Jan 2006 10 + 3 US$16,021 US$10,946 Nil Yr 10 : US$15.0m or Yr 13 : US$7.5m

YM Eminence Yang Ming Marine 20 May 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

YM Elixir Yang Ming Marine 16 Jun 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

YM Enhancer Yang Ming Marine 9 Oct 2008 12 US$18,315 - Nil Yr 12 : US$30.0m

cruDe oiL tanKer

Aqua Geden Lines 18 Apr 2008 10 US$20,335 a - Yr 4 : US$62.76m
Yr 6 : US$55.64m
Yr 8 : US$45.72m

Yr 10 : US$33.0m + 50% of any excess of  
FMV over US$33.0m

Action Geden Lines 18 Apr 2008 10 US$20,335 a - Yr 4 : US$62.76m
Yr 6 : US$55.64m
Yr 8 : US$45.72m

Yr 10 : US$33.0m + 50% of any excess of  
FMV over US$33.0m

Dry buLK carrier

Stella Fomalhaut OMNI Ships
(formerly Siba Ships)

11 Jan 2007 12 b US$5,445/6,500 b - - b - b

Stella Eltanin OMNI Ships  
(formerly Siba Ships)

11 Jan 2007 12 b US$5,445/6,500 b - - b - b
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vesseL Lessee
Lease

coMMenceMent

Lease terM +
extension, 
if any (yrs)

DaiLy bareboat 
cHarter rate 

(net)^

Lease extension 
cHarter rate

(net)^ earLy buyout option purcHase option

proDuct tanKer

Cumbrian Fisher James Fisher 23 Dec 2004 10 + 5 US$5,277 Note 1 Yr 6.5 : Higher of US$12.4m and FMV Yr 10 : Higher of US$10.375m and FMV

Clyde Fisher James Fisher 4 Feb 2005 10 + 5 US$5,318 Note 1 Yr 6.5 : Higher of US$12.4m and FMV Yr 10 : Higher of US$10.375m and FMV

Shannon Fisher James Fisher 1 Feb 2006 10 + 5 EUR3,240 c Note 2 Yr 6.5 : Higher of EUR7.54m and FMV Yr 10 : Higher of EUR4.23m and FMV

Solway Fisher James Fisher 30 Jun 2006 10 + 5 EUR3,233 Note 2 Yr 6.5 : Higher of EUR7.62m and FMV Yr 10 : Higher of EUR4.23m and FMV

Speciality James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

Seniority James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

Superiority James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

FSL Hamburg Petrobras 23 Aug 2012 3 - e - - -

FSL Singapore Petrobras 16 May 2012 3 - e - - -

TORM Margrethe TORM 16 Jun 2011 7 - f - f - f - f

TORM Marie TORM 24 Jun 2011 7 - f - f - f - f

^ A commission of 0.5% on the bareboat charter rate is paid to an external broker for Ever Radiant and Ever Respect while a commission of 1% on 
the bareboat charter rate is paid for YM Eminence, YM Elixir and YM Enhancer. The daily bareboat charter rate and the lease extension charter 
rate shown in the above table are net of commission. No commission is payable for any of the other vessels in the vessel portfolio.

c The daily bareboat charter rate shown has been fixed for 3 years to Jan 2014. The charter rate for the remaining 2 years will be reset on an annual 
basis or such other interest period in excess of one year at the choice of the lessee, based on the then prevailing interest swap rate and currency 
exchange rates. 

d From years 1 to 5, the daily bareboat charter rate is US$4,100; from years 6 to 10, the daily bareboat charter rate is US$4,500. 

e FSL Hamburg and FSL Singapore are leased on 3-year time charters to Petrobras at a gross daily charter rate of US$14,000. 

f Upon completion of the TORM restructuring in November 2012, the bareboat charter agreements are permanently amended such that (i)  
the bareboat charter rates are variable rates that TORM achieves in the market and (ii) the lease extension, early buyout and purchase options are 
all cancelled.

Lease 
portfoLio terMs.
As at 28 February 2013
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vesseL Lessee
Lease

coMMenceMent

Lease terM +
extension, 
if any (yrs)

DaiLy bareboat 
cHarter rate 

(net)^

Lease extension 
cHarter rate

(net)^ earLy buyout option purcHase option

proDuct tanKer

Cumbrian Fisher James Fisher 23 Dec 2004 10 + 5 US$5,277 Note 1 Yr 6.5 : Higher of US$12.4m and FMV Yr 10 : Higher of US$10.375m and FMV

Clyde Fisher James Fisher 4 Feb 2005 10 + 5 US$5,318 Note 1 Yr 6.5 : Higher of US$12.4m and FMV Yr 10 : Higher of US$10.375m and FMV

Shannon Fisher James Fisher 1 Feb 2006 10 + 5 EUR3,240 c Note 2 Yr 6.5 : Higher of EUR7.54m and FMV Yr 10 : Higher of EUR4.23m and FMV

Solway Fisher James Fisher 30 Jun 2006 10 + 5 EUR3,233 Note 2 Yr 6.5 : Higher of EUR7.62m and FMV Yr 10 : Higher of EUR4.23m and FMV

Speciality James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

Seniority James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

Superiority James Fisher 1 Jun 2007 10 + 5 + 5 US$4,100/4,500 d Note 3 Nil Yr 10: US$8.0m + 50% of any excess of FMV over US$8.0m
Yr 15: US$4.5m + 50% of any excess of FMV over US$4.5m
Yr 20: US$2.5m + 50% of any excess of FMV over US$2.5m

FSL Hamburg Petrobras 23 Aug 2012 3 - e - - -

FSL Singapore Petrobras 16 May 2012 3 - e - - -

TORM Margrethe TORM 16 Jun 2011 7 - f - f - f - f

TORM Marie TORM 24 Jun 2011 7 - f - f - f - f

Note 1 To be adjusted based on then prevailing 5-year US$ interest swap rate. For illustrative purpose, if the 5-year US$ interest swap rate is 4.73% 
at the time of fixing for the extension period, the resulting daily charter rate will increase to US$5,300. If the 5-year US$ interest swap rate 
is 2.73% at the time of fixing for the extension period, the resulting daily charter rate will decrease to US$5,043. These amounts will be 
adjusted pro rata depending on the actual achieved swapped interest rate.

Note 2 To be adjusted based on then prevailing amortising Euro interest swap rate and the spot and forward US$/EUR currency exchange rates. 
For illustrative purpose, on the basis of an amortising Euro interest swap rate of 4.45% at the time of fixing for the extension period and 
assuming that the currency exchange rate remains constant, the resulting daily charter rate will be EUR 2,660. If the amortising Euro 
interest swap rate increases to 5.45% at the time of fixing for the extension period and the currency exchange rate remains constant, the 
resulting daily charter rate will increase to EUR 2,717, and in case the amortising Euro interest swap rate decreases to 3.45% at the time of 
fixing for the extension period and the currency exchange rate remains constant, the resulting daily charter rate will decrease to EUR 2,610. 
The amounts will be adjusted pro rata depending on the actual achieved swapped interest and currency exchange rates.

Note 3 There are two 5-year extension periods. If exercised, the daily bareboat charter rate will be US$3,600 for the 1st extension period (year 
11 to 15) and US$2,400 for the 2nd extension period (year 16 to 20). 
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Share capital (US$’000) : 540,303 
No. of units issued : 654,665,077
Class of units : Ordinary units with 1 vote per unit

Distribution of unitHoLDings

size of unitholdings no. of unitholders % no. of units  %

1 - 999 46 0.69 19,669 0.00
1,000 - 10,000 3,221 48.17 15,420,269 2.36
10,001 - 1,000,000 3,373 50.44 254,316,999 38.85
1,000,001 And Above 47 0.70 384,908,140 58.79

total : 6,687 100.0 654,665,077 100.00

tWenty Largest unitHoLDers

 no. name no of units %
    
 1 FSL Holdings Pte Ltd 154,430,600 23.59
 2 Citibank Nominees Singapore Pte Ltd 42,019,200 6.42
 3 HSBC (Singapore) Nominees Pte Ltd 17,530,800 2.68
 4 Maybank Kim Eng Securities Pte Ltd 17,177,500 2.62
 5 Phillip Securities Pte Ltd  11,472,700 1.75
 6 Toh Cheng Hock Kenneth 11,000,000 1.68
 7 Bank of Singapore Nominees Pte Ltd 10,900,000 1.66
 8 Raffles Nominees (Pte) Ltd  10,562,000 1.61
 9 DBS Nominees Pte Ltd 9,592,990 1.47
 10 CIMB Securities (Singapore) Pte Ltd  9,319,000 1.42
 11 United Overseas Bank Nominees Pte Ltd 8,964,100 1.37
 12 Ang Kong Meng 6,558,000 1.00
 13 Yim Wing Cheong 6,365,000 0.97
 14 UOB Kay Hian Pte Ltd 5,422,400 0.83
 15 Kang Buay Geck 4,863,000 0.74
 16 DB Nominees (S) Pte Ltd 3,828,050 0.58
 17 OCBC Securities Private Ltd 3,575,800 0.55
 18 FSL Trust Management Pte Ltd 3,422,100 0.52
 19 BNP Paribas Securities Services 2,749,600 0.42
 20 DBSN Services Pte Ltd 2,663,000 0.41

  totaL: 342,415,840 52.29

statistics of  
unitHoLDings.
As at 25 February 2013
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substantiaL unitHoLDers (as shown in the register of substantial unitholders)

  Direct interest  Deemed interest
  no. of units % no. of units %

FSL Holdings Pte Ltd  154,430,600 23.59 3,422,100 0.52

free fLoat
Based on information made available as at 25 February 2013, approximately 75.31% of the units of First Ship Lease 
Trust is in the hands of the public and accordingly, Rule 723 of the Listing Manual of the Singapore Exchange 
Securities Trading Limited has been complied with.
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unit price anD  
traDing voLuMe.
3 January 2012 to 31 December 2012

Unit closing price on 3 Jan 2012 : S$0.285
Unit closing price on 31 Dec 2012 : S$0.127
Highest closing price (17 Jan 2012) : S$0.300
Lowest closing price (10 Sep 2012) : S$0.120

fsL trust unit price anD traDing voLuMe

fsL trust unit price volume traded
(S$) (Millions of Units)

 Volume Traded (RHS)
 FSL Trust Unit Closing Price (LHS)
 Source: Bloomberg
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NOTICE IS HEREBY GIVEN THAT the Sixth Annual General Meeting of First Ship Lease Trust will be held at Pan 
Pacific Singapore, Pacific Ballroom 1, Level One, 7 Raffles Boulevard, Marina Square, Singapore 039595 on Monday, 
8 April 2013 at 2.30 p.m. for the purpose of transacting the following business:

orDinary businesses

1. To receive and adopt the Report of the Trustee-Manager, Statement by the Trustee-Manager and Audited 
Financial Statements of First Ship Lease Trust for the financial year ended 31 December 2012 together with 
the Auditor’s Report thereon. (resolution 1)

2. To re-appoint KPMG LLP as the Auditors of First Ship Lease Trust and to authorise the Directors of the 
Trustee-Manager to fix their remuneration. (resolution 2)

3. To transact any other ordinary business which may properly be transacted at an annual general meeting of  
the Unitholders.

speciaL businesses

4. To consider and, if thought fit, to pass the following resolution with or without modifications as an  
Ordinary Resolution:

 THAT:

 pursuant to Section 36 of the Business Trusts Act, Chapter 31A of Singapore (the “Business Trusts Act”) and 
Clause 6.1 of the deed of trust of First Ship Lease Trust (the “Trust Deed”), the Trustee-Manager, on behalf of 
First Ship Lease Trust, be authorised and empowered to:

(a) (i) issue units in First Ship Lease Trust (“Units”) whether by way of rights, bonus or otherwise; and/or 

(ii) make or grant offers, agreements or options (collectively, “Instruments”) that would or might 
require Units to be issued, including but not limited to the creation and issue of (as well as 
adjustments to) warrants, debentures or other instruments convertible into Units, 

 at any time to such persons and on such terms and conditions whether for cash or otherwise as the 
Trustee-Manager shall in its absolute discretion deem fit; and 

(b) (notwithstanding the authority conferred by this Resolution may have ceased to be in force) issue  
Units in pursuance of any Instrument made or granted by the Trustee-Manager while this Resolution 
was in force, 

 provided that:

(1) the aggregate number of Units to be issued pursuant to this Resolution (including Units to be issued 
in pursuance of the Instruments made or granted pursuant to this Resolution) shall not exceed 50 per 
cent. of the issued Units in First Ship Lease Trust (as calculated in accordance with sub-paragraph (2) 
below), of which the aggregate number of Units to be issued other than on a pro-rata basis to existing 
Unitholders of First Ship Lease Trust shall not exceed 20 per cent. of the issued Units in First Ship Lease 
Trust (as calculated in accordance with sub-paragraph (2) below);

notice of annuaL generaL 
Meeting of tHe unitHoLDers.
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notice of annuaL generaL 
Meeting of tHe unitHoLDers.

(2) (subject to such calculation as may be prescribed by the Singapore Exchange Securities Trading Limited 
(“SGX-ST”)) for the purpose of determining the aggregate number of Units that may be issued under 
sub-paragraph (1) above, the percentage of issued Units shall be based on the number of issued Units 
in First Ship Lease Trust at the time of the passing of this Resolution after adjusting for: 

(A) any new Units arising from the conversion or exercise of any Instruments that are convertible into 
Units; and 

(B) any subsequent bonus issue, consolidation or subdivision of Units; 

(3) in exercising the authority conferred by this Resolution, the Trustee-Manager shall comply with the 
provisions of the Listing Manual of the SGX-ST for the time being in force (unless such compliance has 
been waived by the SGX-ST), the Trust Deed and the Business Trusts Act; and 

(4) unless revoked or varied by First Ship Lease Trust in a general meeting, such authority shall continue in 
force (i) until the conclusion of the next annual general meeting of the Unitholders of First Ship Lease 
Trust or the date by which the next annual general meeting of the Unitholders of First Ship Lease Trust 
is required by law to be held, whichever is earlier; or (ii) in the case of Units to be issued in pursuance 
of the Instruments made or granted pursuant to this Resolution, until the issuance of such Units in 
accordance with the terms of the Instruments. (resolution 3)

5. To consider and, if thought fit, to pass the following resolution with or without modifications as an  
Ordinary Resolution:

 THAT:

 authority be and is hereby given to the Trustee-Manager to allot and issue from time to time such number 
of Units as may be required to be allotted and issued pursuant to the First Ship Lease Trust Distribution 
Reinvestment Scheme. (resolution 4)

6. To consider and, if thought fit, to pass the following resolution with or without modifications as an  
Ordinary Resolution:

THAT:

(a)  the exercise by the Trustee-Manager of all the powers of First Ship Lease Trust to purchase or otherwise 
acquire Units of First Ship Lease Trust not exceeding in aggregate the Maximum Limit (as hereafter 
defined), at such price or prices as may be determined by the Trustee-Manager from time to time up to 
the Maximum Price (as hereafter defined), whether by way of: 

(i)  market purchases (each a “Market Purchase”) on the SGX-ST; and/or

(ii)  off-market purchases (each an “Off-Market Purchase”) effected otherwise than on the SGX-ST in 
accordance with any equal access scheme (as defined in the Trust Deed) as may be determined or 
formulated by the Trustee-Manager as it considers fit, which scheme shall satisfy all the conditions 
prescribed in accordance with the Trust Deed,

 and otherwise in accordance with all other laws, regulations and rules of the SGX-ST as may for the time 
being be applicable, be and is hereby authorised and approved generally and unconditionally (the “Unit 
Buy-back Mandate”);
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(b) unless varied or revoked by Unitholders of First Ship Lease Trust in a general meeting, the authority 
conferred on the Trustee-Manager pursuant to the Unit Buy-back Mandate may be exercised by the 
Trustee-Manager at any time during the Relevant Period (as hereafter defined); and

(c)  the Trustee-Manager be and is hereby authorised to complete and do all such acts and things (including 
executing such documents or other action as may be required) as it may consider necessary, expedient 
or in the interests of First Ship Lease Trust to give effect to the transactions contemplated and/or 
authorised by this Resolution.

In this Resolution:

 “Maximum Limit” means the number of Units representing not more than 10 per cent. of the total number of 
issued Units of First Ship Lease Trust as at the date of the passing of this Resolution; and

 “Relevant Period” means the period commencing from the date on which the annual general meeting is held 
and this Resolution is passed, and expiring on:

(a) the date on which the next annual general meeting of Unitholders is held; 

(b) the date by which the next annual general meeting of Unitholders is required by law or the Trust Deed 
to be held; or

(c) the date on which the purchases of Units by the Trustee-Manager pursuant to the Unit Buy-back Mandate 
are carried out to the full extent mandated,

 whichever is earliest; and

 “Maximum Price” in relation to a Unit to be purchased, means an amount (excluding related expenses of the 
purchase) not exceeding:

(i) in the case of a Market Purchase : 105 per cent. of the Average Closing Market Price 

(ii) in the case of an Off-Market Purchase : 120 per cent. of the Highest Last Dealt Price

 where:

 “Average Closing Market Price” means the average of the closing market prices of a Unit over the last five (5) 
Market Days, on which transactions in Units were recorded, preceding the day of the Market Purchase, and 
deemed to be adjusted for any corporate action that occurs after such five-day market period in accordance 
with Rule 884 of the Listing Manual of the SGX-ST;

 “Highest Last Dealt Price” means the highest price transacted for a Unit as recorded on the Market Day on 
which there were trades in the Units immediately preceding the day of the making of the offer pursuant to the 
Off-Market Purchase; and

 “day of the making of the offer” means the day on which the Trustee-Manager announces its intention to 
make an offer for the purchase of Units from Unitholders, stating the purchase price (which shall not be more 
than the Maximum Price calculated on the foregoing basis) for each Unit and the relevant terms of the equal 
access scheme for effecting the Off-Market Purchase. (resolution 5)
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By Order of the Board 

Rebecca Cheng Pei Jiuan
Company Secretary
22 March 2013

Notes:
1. A Unitholder entitled to attend and vote at the Annual General Meeting of the Unitholders of First Ship Lease 

Trust may appoint one or two proxies to attend and vote in his/her stead. A proxy need not be a Unitholder of 
First Ship Lease Trust.

2. The instrument appointing a proxy must be deposited at the registered office of FSL Trust Management Pte. 
Ltd. at 9 Temasek Boulevard #19-03 Suntec Tower Two Singapore 038989 not less than 48 hours before the 
time appointed for the Annual General Meeting.

explanatory notes on resolution 3 

Resolution 3 is a renewal of the general mandate that was approved by Unitholders at the First Annual General 
Meeting held on 2 April 2008. 

If passed, the Ordinary Resolution set out in Resolution 3 empowers the Trustee-Manager from the date of the 
Sixth Annual General Meeting until the date of the subsequent Annual General Meeting, or the date by which the 
subsequent Annual General Meeting is required by law to be held or such authority is varied or revoked by First 
Ship Lease Trust in a general meeting of the Unitholders, whichever is the earlier, to issue Units, make or grant 
Instruments convertible into Units and to issue Units pursuant to such Instruments in First Ship Lease Trust up 
to a number not exceeding in aggregate 50 per cent. of the issued Units in First Ship Lease Trust, of which up 
to 20 per cent. may be issued other than on a pro-rata basis to Unitholders. For the purpose of determining the 
aggregate number of Units that may be issued, the percentage of Units will be calculated based on the number 
of issued Units when Resolution 3 is passed, after adjusting for any new Units arising from the conversion or 
exercise of any Instruments that are convertible into Units, as well as any subsequent bonus issue, consolidation 
or subdivision of Units.

explanatory notes on resolution 4

Resolution 4 is a renewal of the resolution that was approved by Unitholders at the Second Annual General Meeting 
held on 8 April 2009. 

If passed, the Ordinary Resolution set out in Resolution 4 authorises the Trustee-Manager to issue Units pursuant to 
the First Ship Lease Trust Distribution Reinvestment Scheme, which was adopted by resolution of the Unitholders at 
the Extraordinary General Meeting held on 9 October 2008, to Unitholders who, in respect of a qualifying distribution, 
have elected to receive Units in lieu of the cash amount of that qualifying distribution.

explanatory notes on resolution 5

Resolution 5 is a renewal of the Unit Buy-back Mandate that was approved by Unitholders at the Extraordinary General 
Meeting held on 14 April 2010. Please refer to the Appendix to this Notice of Annual General Meeting for details. 

notice of annuaL generaL 
Meeting of tHe unitHoLDers.

98 STAY THE COURSE



first sHip Lease trust
(A business trust constituted on 19 March 2007)

fsL trust ManageMent pte. LtD.
(Incorporated in the Republic of Singapore)
Company Registration No. 200702265R
(as Trustee-Manager of First Ship Lease Trust)

proxy forM
sixtH annuaL generaL Meeting of unitHoLDers of first sHip Lease trust

I/We  (Name) 

holder of NRIC/Passport Number or Company registration or UEN Number of

  (Address)

being a Unitholder / Unitholders of First Ship Lease Trust hereby appoint:

Name Proportion of Unitholdings

NRIC/Passport Number No. of Units %

Address

And/or (delete as appropriate)

Name Proportion of Unitholdings

NRIC/Passport Number No. of Units %

Address

As my/our proxy/proxies to attend and to vote for me/us on my/our behalf, at the Sixth Annual General Meeting of 
Unitholders of First Ship Lease Trust to be held on Monday, 8 April 2013 and at any adjournment thereof. I/We direct 
my/our proxy/proxies to vote for or against the Resolutions to be proposed at the Meeting as indicated hereunder. If 
no specific direction as to voting is given, the proxy/proxies will vote or abstain from voting at his/her discretion, as 
he/she will on any other matter arising at the Meeting. The authority herein includes the right to demand or to join 
in demanding a poll or to vote on a poll.

(*If you wish to exercise all your votes “For” or “Against”, please tick ( √ ) within the box provided.)

No. Resolutions relating to: For* Against*

1. Adoption of the Report of the Trustee-Manager, Statement by 
the Trustee-Manager and Audited Financial Statements of First 
Ship Lease Trust for the financial year ended 31 December 2012 
together with the Auditor’s Report thereon

2. Re-appointment of KPMG LLP as Auditors of First Ship 
Lease Trust

3. Authority to issue new Units

4. Authority to issue new Units pursuant to the First Ship Lease 
Trust Distribution Reinvestment Scheme

5. Authority to purchase Units pursuant to the Unit
Buy-back Mandate

Dated this  day of   2013

Signature of Individual Unitholder(s) or
Common Seal of Corporate Unitholder

IMPORTANT: PLEASE READ NOTES OVERLEAF
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NOTES:

1. A Unitholder entitled to attend and vote at the Annual General Meeting of Unitholders (“AGM”) of First Ship Lease Trust (“FSL Trust”) 
is entitled to appoint one or two proxies to attend and vote in his stead. A proxy need not be a Unitholder of FSL Trust.

2. Where a Unitholder appoints more than one proxy, the appointments shall be invalid unless he/she specifies the proportion of his/her 
holding (expressed as a percentage of the whole) to be represented by each proxy.

3. Completion and return of this instrument appointing a proxy shall not preclude a Unitholder from attending and voting at the AGM. Any 
proxy or proxies shall be deemed to be revoked if a Unitholder attends the AGM in person, and in such event, FSL Trust Management 
Pte. Ltd. (“FSLTM”) reserves the right to refuse to admit any person or persons appointed under the instrument of proxy, to the AGM.

4. A Unitholder should insert the total number of Units held. If the Unitholder has Units entered against his/her name in the Depository 
Register (as defined in Section 130A of the Companies Act, Chapter 50 of Singapore), he should insert that number of Units. If no 
number is inserted, this form of proxy will be deemed to relate to all the Units held by the Unitholder.

5. The instrument appointing a proxy or proxies must be deposited at the registered office of FSLTM at 9 Temasek Boulevard #19-03 
Suntec Tower Two Singapore 038989 not less than 48 hours before the time appointed for the AGM.

6. The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly authorised in writing. 
Where the instrument appointing a proxy or proxies is executed by a corporation, it must be executed either under its common seal or 
under the hand of its attorney or a duly authorised officer.

Fold this flap for sealing

tHe coMpany secretary
fsL trust ManageMent pte. LtD.

(as Trustee-Manager of First Ship Lease Trust)

9 Temasek Boulevard #19-03
Suntec Tower Two
Singapore 038989

7. Where an instrument appointing a proxy is signed on behalf of the appointor by an attorney or duly authorised officer, the letter or 
power of attorney or board resolution duly authorising the officer or a duly certified copy thereof must (failing previous registration with 
FSLTM) be lodged with the instrument of proxy, failing which the instrument may be treated as invalid.

8. FSLTM shall be entitled to reject the instrument appointing a proxy or proxies which is incomplete, improperly completed, illegible or 
where the true intentions of the appointor are not ascertainable from the instructions of the appointor specified on the instrument. In 
addition, in the case of Units entered in the Depository Register, FSLTM may reject the instrument appointing a proxy or proxies if the 
Unitholder, being the appointor, is not shown to have Units entered against his name in the Depository Register as at 48 hours before 
the time appointed for holding the AGM, as certified by The Central Depository (Pte) Limited (“Depository”) to FSLTM.

9. For the purposes of determining the number of Units held in respect of Units registered in the name of the Depository and the number 
of votes which a particular Unitholder may cast in respect of such Units, FSLTM shall be entitled and bound to accept as accurate the 
number of Units credited in the securities account(s) of the relevant depositor as shown in the records of the Depository as at a time 
not earlier than 48 hours prior to the time of the relevant meeting supplied by the Depository to FSLTM, and accept as the maximum 
number of votes which in aggregate that depositor and his proxy(ies) (if any) are able to cast on a poll a number which is the number 
of Units credited into the securities account(s) of the relevant depositor, as shown in the aforementioned records of the Depository, 
whether that number is greater or smaller than that specified by the depositor in the instrument of proxy. FSLTM shall not, under any 
circumstances, be responsible for, or liable to any person as a result of it, acting upon or relying on the aforementioned records of  
the Depository. 

Please Affix
Postage Stamp
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FSL TRUST MAnAGEMEnT PTE. LTD. 
as Trustee-Manager for First Ship Lease Trust 
(Co. Reg. No.: 200702265R)

9 Temasek Boulevard #19-03 
Suntec Tower Two 
Singapore 038989  
Phone: +65 6836 3000  
Fax: +65 6836 6001

Investor Relations 
Email: Investors@FirstShipLease.com  
Website: www.FSLTrust.com




