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The first half year of 2011 saw a significant rise in 
cargo volumes arriving in Greenland and a slight 
increase in cargo volumes leaving Greenland. This 
situation is clearly reflected in the financial perfor-
mance. 

The financial pick-up puts an end to two years of 
stagnant or dropping cargo volumes. Cargo vol-
umes arriving in Greenland in the first six months of 
2011 have gone up by 33,000 cubic metres, almost 
20% up on the same period in 2010. The increase 
is primarily attributable to a boost in building activi-
ties, while other cargo categories have improved 
as well. Cargo volumes leaving Greenland show 
a handsome rise of 5,000 cubic metres on the 
same period in 2010. Domestically in Greenland, 
the transported volumes continue to drop, but the 
curve flattens off significantly compared to recent 
years’ major drop. 

In January 2011, Royal Arctic Line entered into the 
final agreements on funding and contracting of five 
new ships to the Group. Also, a freight rate increase 
of 1.5% was introduced as part of the consolidation 
of Royal Arctic Line’s finances in connection with 
the investment in new tonnage. Several of the ships 
are to be chartered out to the subsidiary Royal Arc-
tic Bygdeservice, which in 2011 has concluded a 
20-year service agreement with the Government of 

Greenland on supply to settlements. The agreement 
introduced an investment contribution on all freight 
to, from and domestically in Greenland from 1 Feb-
ruary, also applying to the Parent. The investment 
contribution is presently fixed at 3.1% and its sole 
purpose is to finance the new service agreement on 
supply to settlements. 

In H1 2011, the Scottish enterprise, Cairn Energy, 
conducted exploratory oil drillings off Greenland’s 
west coast which has boosted harbour activities in 
Nuuk. The oil exploration has also been of major 
importance to the associate, Arctic Base Supply, 
which has a service and logistics agreement with 
Cairn Energy, and to the subsidiary, Royal Arctic 
Logistics, which renders a wide range of services to 
the oil exploration activities. 

A new logistics warehouse and office facilities are 
being constructed in the Greenland Harbour in the 
port of Aalborg. These new facilities will optimise 
and simplify working procedures, lead to improved 
utilisation of the capacity for Royal Arctic Logistics 
and at the same time increase the possibilities of 
developing new business areas. The construction is 
expected to be completed during H2 2011.

Interim financial statements
The Royal Arctic Line Group realised a pre-tax loss 
of DKK 4.7m for H1 2011 and a loss after tax and 

Management commentary H1 2011



minority interests of DKK 3.2m. The same period 
in 2010 saw a pre-tax loss of DKK 37.8m and a 
loss of DKK 25.2m after tax. The H1 2011 financial 
performance has accordingly been improved by 
approx DKK 22m after tax and minority interests 
compared to last year’s interim results.

The improvement of the H1 performance is attrib-
utable to a rise in total income and a drop in total 
costs. Income is DKK 364m on DKK 341m in H1 
2010. The rise in income is primarily attributable to 
increased concessioned cargo income of approx 
DKK 28m stemming from higher cargo volumes 
etc to Greenland in general, particularly construc-
tion material, and to a minor degree the freight rate 
increase mentioned above. Non-concession in-
come has dropped by approx DKK 4.1m mainly as 
a result of lower project cargo volumes.

Also in H1 2011, Royal Arctic Line collected invest-
ment contributions of DKK 6.1m. The amount is to 
cover the Government of Greenland’s increased ex-
penses for the new service agreement on supply to 
settlements, which comprises construction of new 
ships for this purpose. As the new ships are not 
delivered until 2012, income from the investment 
contribution was accrued and taken to the balance 
sheet of the interim financial statements. 

Total costs have in H1 2011 been reduced by DKK 
10m and amount to DKK 349m against DKK 359m 
in H1 2010. The reduction is a result of a number 
of factors. Amortisation and depreciation are down 
by DKK 20m on 2010 and constitute a significant 
factor. Please note that the drop in amortisation and 
depreciation in 2011 is temporary as the construc-
tion plan launched will lead to a major rise in depre-
ciation on ships, starting in H2 2012.

The rise in staff costs, selling and administrative 
expenses reflect increased activities in H1 and the 
introduction of new administrative systems. The 
increased costs for bunkers under ships operations 
are due to higher oil prices. The rise of DKK 13.6m 
on H1 2010 has not been fully compensated for 
although income from the oil and exchange rate 
margins has gone up markedly. The compensation 
is lacking because the model, by which the margin 
is charged, involves a delay in the settlement of 
rise/drop in oil prices and exchange rates. The lack-
ing charge of margins amounts to DKK 8.3m at 30 
June 2011 and has gone up by DKK 2.6m, which 
has impacted results negatively.

Net financing expenses dropped in H1 2011 on 

2010 from DKK 1.3m to DKK 0.4m following a 
reduction in interest-bearing debt and increased 
interest income from the Group’s free cash flow.

Plant under construction in property, plant and 
equipment is affected particularly by investments in 
new ships.

The market

In H1 2011, 373,000 cubic metres of cargo were 
transported to, from and domestically in Greenland 
against 345,000 cubic metres in H1 2010.

Cargo arriving in Greenland is recorded at 201,000 
cubic metres compared to 168,000 cubic metres in 
2010. Several cargo categories have seen improve-
ment, particularly within construction material. 
Handsome increases were also recorded for ordi-
nary cargo as well as cars, boats and contractors’ 
machinery. 

Cargo volumes leaving Greenland have gone up by 
5,000 cubic metres from 115,000 cubic metres in 
H1 2010 to well over 120,000 cubic metres in the 
same period this year. The fishing industry takes the 
biggest increase.

46,500 cubic metres were transported domesti-
cally in Greenland against 47,000 cubic metres 
in H1 2010. The drop is a result of less domestic 
transportation of ordinary cargo while the amount 
of commodities in the fishing industry has seen a 
slight increase.



The positive development in cargo volumes realised 
in H1 is expected to continue throughout the year, 
however, with a more flat curve as we expect activi-
ties in the construction industry to flatten off a little. 
The forecast shows that 2011 will see 840,000 cu-
bic metres transported to, from and domestically in 
Greenland, including project cargo, which leads to 
a total volume improvement of some 27,000 cubic 
metres compared to 2010.

The development in oil prices and the USD rate af-
fects the oil and exchange rate margins which drop 
to 15% from the present 21% with effect from 1 
September 2011. The price development is evalu-
ated on a continuous basis, and the oil and ex-
change rate margins are adjusted accordingly. The 

next adjustment is fixed for 1 November 2011. As 
a result of the increasing oil prices in H1 2011, the 
balance for later collection of the oil and exchange 
rate margins has gone up, see above description 
of the matter. As long as oil prices will not begin to 
rise again in H2 2011, the balance will be reduced 
which in turn will affect the Group’s earnings posi-
tively. 

Based on the results realised for H1 and expecta-
tions for H2 2011, we expect a pre-tax profit for the 
year in the range of DKK 75-80m compared to the 
expectations of DKK 40-45m announced in con-
nection with the presentation of the annual report 
for 2010.

Expectations for the rest of 2011



Statement by Management on the interim report

The Board of Directors and the Executive Board have today examined and adopted the unaudited interim 
report of Royal Arctic Line A/S for the period 1 January to 30 June 2011.

The interim report has been presented in accordance with the Danish Financial Statements Act and ap-
plicable Danish Accounting Standards. 

We consider the applied accounting policies appropriate for the interim report to provide a true and fair 
view of the Group’s and the Parent’s financial position and results as well as their cash flows.

No significant events have occurred after the balance sheet date to this date which would influence the 
evaluation of this interim report. 

Aalborg, 1 September 2011

Jens Andersen

Administrerende direktør

Martha Labansen

Formand for bestyrelsen



 2011 2010 2011 2010
DKK 1.000

Revenue

Income from concessioned cargo 248.125 220.555 249.541 222.042 

Income from non-concessioned cargo 45.141 47.908 79.849 83.995 

Revenue  293.266 268.463  329.390 306.037

Other operating income 1.836 1.836 34.640 34.640 

Total income  295.102 270.299  364.030 340.677

Expenditures

Cargo-related expenditures (13.002) (11.694) (20.145) (19.210)

Gross profit  282.100 258.605  343.885 321.467

Ships (77.214) (73.022) (91.970) (88.595)

Port calls (2.569) (2.544) (2.569) (2.615)

Terminals (52.269) (45.350) (48.706) (52.693)

Container operations (23.512) (19.782) (14.063) (13.030)

Sales and administration (20.326) (17.804) (29.325) (26.873)

 Staff (95.292) (94.391) (141.911) (135.079)

 Amortisation, depreciation and impairment losses, fixed assets (17.314) (36.034) (20.113) (40.503)

Amortisation and impairment losses, goodwill on consolidation 0 0 (81) 0 

Total expenditures (288.496) (288.927) (348.738) (359.388)

Operating profit (6.396) (30.322) (4.853) (37.921)

 Income from investments in group enterprises after tax  1.670 (5.766) 0  1.218 

 Income from investments in associates after tax 549 275 549 275 

Loss before financial income/expenses (EBIT) (4.177) (35.813) (4.304) (36.428)

Financial income and expenses 

 Financial income  1.385 2.206  1.547 2.071 

 Financial expenses (1.888) (3.337) (1.974) (3.406)

Loss before tax (4.681) (36.944) (4.732) (37.763)

Income taxes

 Tax on loss for the period  1.489 11.748  1.748 12.578 

Loss for the period (3.192) (25.196) (2.984) (25.185)

Minority shareholders’ share of loss of group enterprises 0 0 (208) (11)

Loss for the period (3.192) (25.196) (3.192) (25.196)

Royal Arctic Line A/S Royal Arctic Group

Income statement



 2011 2010 2011 2010
DKK 1.000

Royal Arctic Line A/S Royal Arctic Group

Fixed assets

Intangible assets

Goodwill on consolidation 0 0 569 731 

Total intangible assets 0 0 569 731

Property, plant and equipment 

Ships 139.567 166.987 140.033 169.682 

Buildings 87.214 92.110 91.766 97.126 

Transport equipment, harbour boats, machinery and fixtures 87.759 93.213 103.082 110.557 

Assets under construction 82.055 13 82.635 272 

Transport equipment held under finance leases 0 0 113 (908)

Total property, plant and equipment 396.595 352.323 417.629 376.729

Fixed asset investments 

Investments in group enterprises 47.615 37.250 0 0 

Investments in associates 7.700 6.107 9.260 7.584 

Receivables from associates 6.000 7.000 6.000 7.000 

Securities 4.298 4.298 4.298 4.298 

Deferred tax assets 0 0 1.221 2.271 

Total fixed asset investments 65.613 54.655 20.779 21.153

Total fixed assets 462.208 406.978 438.977 398.613

Current assets

Inventories and operating stock

Operating stock 22.409 21.610 24.680 23.868 

Total inventories and operating stock 22.409 21.610 24.680 23.868

Receivables

Trade receivables 48.298 55.262 59.882 72.451 

Value of shipments in progress 7.858 6.659 0 6.659 

Receivables from group enterprises 0 4.497 0 0 

Receivables from associates 1.658 0 3.237 0 

Unpaid cash on delivery consignments 1.413 3.103 1.462 3.145 

Other outstanding payments 859 460 888 1.351 

Prepayments 4.720 5.273 8.399 7.132 

Derivative financial instruments 0 262 0 262 

Total receivables 64.806 75.516 73.868 91.000

Cash and cash equivalents 

Cash and cash equivalents 131.745 128.226 156.337 135.163 

Total current assets 218.960 225.352 254.885 250.031

Total assets 681.168 632.330 693.862 648.644

Assets at 30 June 2011



 2011 2010 2011 2010
DKK 1.000

Royal Arctic Line A/S Royal Arctic Group

Equity

Share capital 120.000 120.000 120.000 120.000

Reserve for net valuation according to the equity method:

- Group enterprises 35.507 29.610 0 0

- Associates 2.698 1.356 3.275 2.506 

Retained earnings 276.960 234.430 311.890 262.890 

Total equity 435.165 385.396 435.165 385.396

Minority interests

Minority shareholders’ share of equity 0 0 2.381 2.126 

Total minority interests 0 0 2.381 2.126

Provisions

Guarantee commitments 370 572 400 623 

Deferred tax 91.359 76.662 92.642 78.165 

Total provisions 91.729 77.234 93.042 78.788

LIABILITIES OTHER THAN PROVISIONS

Non-current liabilities other than provisions

Collateral debt in vessels 27.205 36.135 27.205 36.135 

Mortgage debt 22.651 23.899 22.651 23.899 

Total non-current liabilities other than provisions 49.856 60.034 49.856 60.034

Current liabilities other than provisions

Next year’s instalments on non-current liabilities other than provisions 10.394 10.281 10.394 10.281 

Trade payables 20.563 24.396 27.091 35.165 

Payables to group enterprises 20.352 25.836 0 0 

Payables to associates 133 178 133 178 

Income taxes 6.733 7.646 6.171 7.646 

Other payables 46.243 41.329 69.629 68.808 

Deferred income 0 0 0 222 

Current liabilities other than provisions 104.418 109.666 113.418 122.300

Total liabilities other than provisions 154.274 169.700 163.274 182.334

Total equity and liabilities 681.168 632.330 693.863 648.644

Equity and liabilities at 30 June 2011



 2011 2010 2011 2010
DKK 1.000

Royal Arctic Line A/S Royal Arctic Group

Cash flows from operating activities

Operating profit/loss (6396) (30.322) (4.853) (37.921)

Amortisation, depreciation and impairment losses 17.314  36.034 20.194 40.503

Dividends from group enterprises 3.500 6.000 0 0

Net interest (504) (1.131) (428) (1.335)

Income taxes paid 0 0 (1.259) (317)

Working capital changes (8.474) (24.632) (10.818) (28.532)

Cash flows from operating activities 5.440 (14.051) 2.836 (27.602)

Cash flows from investing activities

Investments (96.995) (13.445) (99.287) (14.453)

Fixed asset divestments 7.587 625 7.684 681

Net investments in group enterprises and associates 0 (5.450) (100) (250)

Loan capital, group enterprises and associates 1.000 1.000 1.000 1.000

Cash flows from investing activities (88.408) (17.270) (90.704) (13.022)

Cash flows from financing activities 

Instalments for the period (5.108) (5.083) (5.236) (5.083)

Cash flows from financing activities (5.108) (5.083) (5.236) (5.083)

Increase/decrease in cash and cash equivalents (88.076) (36.404) (93.103) (45.707)

Cash and cash equivalents at beginning of period 219.821 164.630 249.440 180.870

Cash and cash equivalents at period-end 131.745 128.226 156.337 135.163

Composed as follows:

Cash and cash equivalents 131.745 128.226 156.337 135.163

Total 131.745 128.226 156.337 135.163

Cash flow statement


