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The volume of cargo carried in the first half of 2014 has continued 
to follow a negative trend. Especially quantities of northward bound 
concession goods to Greenland have been reduced and this has 
only been compensated for in part by a positive trend for non-con-
cession goods. The group’s turnover has therefore continued to fall, 
despite the increased freight rates that came into effect on March 
1st 2014.This is being counterbalanced by tight cost management, 
which has led to improved financial results compared to the first half 
of 2013, but the continued decline in volume, particularly of conces-
sion cargo to Greenland, has put pressure on earnings.

A total of 312,000 m3 cargo was carried in the first half of 2014, 
corresponding to a drop of five per cent compared to the first half of 
2013, where 328,000 m3 was carried.

Quantities to Greenland have dropped by 14,000 m3, from 157,000 
m3 in the first half of 2013 to 143,000 m3 in 2014. This corre-
sponds to a nine per cent drop on the cargo route that, on the 
basis of the politically-determined cross-subsidization of export and 
domestic cargo, comprises 2/3 of the concession turnover. Building 
and construction activity is still low and this, combined with the 
general recession, is the primary cause of the drop. 

Quantities of cargo carried from Greenland in the first half of 2014 
were 4,000 m3 lower than in same period in 2013. 111.000 m3 in 
2014 compared to 115.000 m3 in 2013.

Internally in Greenland, 47,000 m3 were carried in the first half of 
2014, which was the same level as the first half of 2013. 

Non-concession cargo carried in the first half of 2014 was 11,000 
m3 compared to 9,000 m3 in 2013. In 2014, cargo carried to Thule 
Air Base increase because of construction work on the base. Other 
work under the concession is still at a low level due to the reduced 
activity in the mineral resources sector. 

In the spring of 2013, Royal Arctic Line signed a contract concern-
ing the rebuilding of five ships at the Polish shipyard of Remon-
towa in Gdansk. Work is going according to plan, so the ships 
can be delivered during 2015. In the financing agreement for the 
rebuilding program, the lender has set out a series of requirements 

 (covenants) regarding Royal Arctic Line’s financial situation – primar-
ily key figures for earnings and solidity. These covenants must be 
maintained by Royal Arctic Line throughout the duration of the loan. 

In November 2013, due to declining cargo volume, Royal Arctic Line 
asked Greenland’s Government for approval to raise freight rates by 
10 per cent so the shipping company could comply with the cove-
nants. In February 2014, Naalakkersuisut approved a rise in freight 
rates of five per cent from March 1st 2014. However, because 
quantities of cargo continue to fall, this has not given the expected 
increase in turnover. In connection with approval, further cost-re-
ducing initiatives were taken to supplement the existing optimization 
programmes. These initiatives have lived up to expectations, with 
limited deterioration in service for customers. 

Also on March 1st an adjustment of the CAF/BAF surcharge was 
made which was cost-neutral for customers. The surcharge is now 
indexed in accordance with 2010 instead of 2000 as it was previ-
ously. Since the adjustment, the surcharge has remained stable at 
around six per cent.

The investment contribution, which is collected on behalf of Green-
land’s government on all freight to, from and internally in Greenland 
and which contributes to financing the service contract for shipping 
to the settlements, will be 3.1 per cent throughout 2014 - the same 
as in previous years. The effect of the lower cargo volume will, all 
things being equal, mean that the contribution will be increased later 
to ensure financing when the new ships for settlement shipping are 
delivered in 2015. 

Interim financial report 
The Royal Arctic Line Group realised a loss of DKK 31m before 
tax in H1 2014 and a loss after tax and minority interests of DKK 
21,1m. The same period in 2013 resulted in a loss of DKK 59,7m 
before tax and DKK 39,8m after tax. The financial result for the first 
half of 2014 has thus improved considerably compared to last year, 
but the improvement conceals a series of contradictory tendencies. 

The tendency towards lower earnings which started in 2012 has 
continued, primarily due to the smaller quantities of cargo to 
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 Greenland. The total income has fallen by DKK 5.5m, from DKK 
347.5m in 2013 to DKK 342m in 2013.

Lower cargo volumes have resulted in a drop in concession cargo 
income of DKK 10m from DKK 233m to DKK 223m in 2014, 
despite a five percent adjustment of the rates from March 1st. 
Non-concession income has risen by DKK 4.5m from DKK 81.2m 
to DKK 85.7m. 

As mentioned, costs have been reduced considerably and the 
operating result has therefore improved with a total of DKK 29m 
compared to H1 2013. Compared to H1 2013, costs have been 
reduced by DKK 31m. However, there are several contributing 
factors. In the first half of 2013, the company chose to cut back 
on the number of reefer containers and to start returning a series 
of leased reefer containers. This resulted in an extraordinary one-
off expenditure of about DKK 10m for positioning and repairs, but 
in the long term this will result in savings.  

Expenditure concerning ships has been reduced by about DKK 
12m compared to the first half of 2013. Six million is the result of 
cost reductions for maintenance, the larger part of which con-
cerns postponements which will have an effect later. Six million is 
the result of fuel savings because the shipping company has been 
spared unexpected breakdowns and longer periods with bad 
weather. Punctuality has therefore been maintained while it has 
been possible to sail at reduced speed. Savings on fuel have also 
benefited customers through the monthly adjustment of the CAF/
BAF surcharge.  

Sales and administration costs have been reduced by DKK 5m, 
among other things as a consequence of savings on IT, sponsor-
ships, marketing and general purchases. Personnel costs remain 
unchanged, but the number of employees has been reduced and 
the effect of this will be felt later, when periods of notice expire.

Similar to last year, Royal Arctic Line collected investment con-
tributions in H1 2013 and these were accrued and recognised in 
the balance sheet in accordance with last year’s practice. 

Net financing constitutes interest income of about DK 1.3m 
against corresponding income in 2013 of about DKK 2.3m. The 
fall is primarily the result of decreasing liquidity due to investments 
in new ships. Investments in plant and equipment have increased 
from DKK 363m in 2013 to DKK 628m in 2014, primarily due to 
the building of new ships. 

Construction of the new BIP (Border Inspection Post) has been 
completed and has passed inspection and was taken into use at 
the end of the first half of 2014.

Expectations for the remainder of 2014 
Royal Arctic Line has moderate expectations for development in 
cargo volume for H2 2014. There are tendencies in Greenland 
that indicate increased building and construction activity, but even 
if this comes about, it is not expected to have an effect on cargo 
volume before 2015. 

Efforts to reduce total costs will continue in H2. 

Profits for 2014 are expected to be in the range of DKK 15-20m 
before tax which is a downward adjustment of DKK 5m compared 
to the statement given in the financial report for 2013.

There will be further pressure on the financial development of the 
group in 2015, when the new ships are delivered and put into ser-
vice. This will involve, as expected, a considerable increase in the 
company’s depreciation and interest burden in the years to come. 
Financing of the ship-building programme is making demands on 
the company’s financial abilities and there are several key figures 
that must be maintained. This requires profits before tax which are 
at least on a level with the expected result for 2014. 

The combination of the recent fall in cargo volume over the past 
two years and the subsequent fall in income together with the in-
creased depreciation and interest burden places greater demands 
on earnings in order to attain profits at this level in the years to 
come. Improved earnings will have to be achieved- all things be-
ing equal - through a combination of continued savings, changes 
in freight rates and changes in service levels. 



Jens Andersen

Managing Director

Management statement 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 2014.

The interim report has been presented in accordance with the Danish Financial Statements Act.

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

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

Nuuk, September 1st, 2014

Kuno Fencker 
Chairman of the Board
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Royal Arctic Line A/S Royal Arctic Group

2014 2013 2014 2013  

DKK ‘000

Revenue

Income from concessioned cargo 221.950   232.146   223.825 233.574

Income from non-concessioned cargo 45.135   43.133   85.732 81.210

Revenue 267.085 275.279 309.557 314.784

Other operating income 1.895   2.167   32.280   32.631   

Total income 268.980 277.446 341.837 347.415

Expenditures

Cargo-related expenditures (11.763) (13.003) (20.670) (24.583)

Gross profit 257.217 264.443 321.167 322.832

Ships (80.086) (86.467) (91.430) (102.881)

Terminals (44.550) (49.384) (32.629) (31.181)

Container operations (21.015) (34.648) (12.346) (23.771)

Sales and administration (18.224) (21.529) (38.395) (43.918)

Staff costs (103.574) (104.945) (154.282) (154.727)

Amortisation, depreciation and impairment losses on fixed assets (19.154) (22.494) (23.191) (26.640)

Total expenditures (286.603) (319.467) (352.273) (383.118)

Operating profit (29.386) (55.024) (31.106) (60.286)

Income from investments in group enterprises after tax (1.671) (3.980) 0 0 

Income from investments in associates after tax (217) (690) (217) (690)

Profit before financial income and expenses (EBIT) (31.274) (59.694) (31.323) (60.976)

Financial income and expenses

Financial income  1.428  2.282  1.378  2.309 

Financial expenses (1.076) (987) (1.083) (1.041)

Profit before tax (30.922) (58.399) (31.028) (59.708)

Income tax

Tax on profit for the period  9.833  18.571  10.036  19.881 

Profit for the period (21.089) (39.828) (20.992) (39.827)

Minority interests’ share of profit in group enterprises 0 0 (97) (1)

Profit for the period (21.089) (39.828) (21.089) (39.828)

Income statement



Royal Arctic Line A/S Royal Arctic Line Group

2014 2013 2014 2013

DKK ‘000

Fixed assets

Intangible assets

Goodwill on consolidation 0   0   81   244   

Total intangible assets 0 0 81 244

Property, plant and equipment

Ships 109.270   120.830   109.270   120.830   

Buildings 80.538   77.695   86.352   84.349   

Transport equipment, harbour boats, machinery and fixtures 68.355   95.521   97.570   127.793   

Assets under construction 329.876   30.353   334.426   30.353   

Total property, plant and equipment 588.039 324.399 627.618 363.325

Fixed asset investments

Investments in group enterprises 46.674   43.070   0   0   

Investments in associates 8.577   8.929   10.391   10.633   

Receivables from associates 2.000   3.000   2.000   3.000   

Securities 4.725 4.882 4.727 4.883

Total fixed asset investments 61.976 59.881 17.118 18.516

Total fixed assets 650.015 384.280 644.817 382.085

Current assets

Inventories and operating stock

Operating stock 22.262 21.598 24.713 24.688

Total inventories and operating stock 22.262 21.598 24.713 24.688

Receivables

Trade receivables 64.713   72.665   77.355   84.340   

Receivables from associates 2.207   2.452   2.207   2.453   

Other receivables 6.698   1.922   5.729   5.351   

Prepayments 10.518   13.083   12.254   14.522   

Total receivables 84.136 90.122 97.545 106.666

Cash

Cash and cash equivalents 90.227 225.108 100.374 251.293

Total current assets 196.625 336.828 222.632 382.647

Total assets 846.640 721.108 867.449 764.732

Assets at 30 June 2014



Equity and liabilities at 30 June 2014

Royal Arctic Line A/S Royal Arctic Group

2014 2013 2014 2013

DKK ‘000

Equity

Share capital 120.000 120.000 120.000 120.000

Reserve for net valuation according to the equity method:

- Group enterprises 36.166 30.962 0 0

- Associates 3.829 4.451 5.232 5.723

Retained earnings 285.760 305.185 320.523 334.875

Total equity 445.755 460.598 445.755 460.598

Minority interests

Minority interests’ share of equity 0 0 1.293 1.546

Total minority interests 0 0 1.293 1.546

Provisions

Warranty commitments 525 276 585 336

Deferred tax 81.716 85.690 81.200 86.039

Total provisions 82.241 85.966 81.785 86.375

Liabilities other than provisions

Non-current liabilities other than provisions

Collateral debt in ships 163.486 9.069 163.486 9.069

Mortgage debt 18.600 20.104 18.600 20.104

Financial leasing 0 0 0 0

Total non-current liabilities other than provisions 182.086 29.173 182.086 29.173

Current liabilities other than provisions

Next year’s instalments on non-current liabilities other than provisions 10.602 10.563 10.602 10.563

Trade payables 27.451 43.937 37.702 52.261

Payables to group enterprises 25.378 3.384 0 0

Payables to associates 634 503 728 735

Income tax 0 7.372 0 7.694

Other payables 72.493 79.612 107.498 115.787

Current liabilities other than provisions 136.558 145.371 156.530 187.040

Total liabilities other than provisions 318.644 174.544 338.616 216.213

Total equity and liabilities 846.640 721.108 867.449 764.732



   Royal Arctic Line A/S    Royal Arctic Group 

2014 2013 2014 2013

DKK ‘000

Cash flows from operating activities

Operating profit (29.386) (55.024) (31.106) (60.286)

Amortisation, depreciation and impairment losses 19.154 22.494 23.191 26.640

Dividends from group enterprises 1.600 0 0 0

Dividends from parent (25.000) 0 (25.000) 0

Net interest 352 1.295 295 1.268

Income tax paid 0 0 (210) 0

Working capital changes 5.402 (24.387) (4.789) (10.050)

h flows from operating activities (27.878) (55.622) (37.619) (42.428)

Cash flows from investing activities

Investments (206.853) (15.248) (214.087) (18.942)

Fixed asset divestments 2.977 1.033 2.977 0

Net investments in group enterprises and associates 0 0 0 0

Loan capital, group enterprises and associates 1.000 1.000 1.000 1.000

Cash flows from investing activities (202.876) (13.215) (210.110) (17.942)

Cash flows from financing activities

Borrowing for the period 163.486 0 163.486 0

Instalments for the period (5.271) (5.253) (5.271) (5.253)

Dividend paid 0 0 0 0

Cash flows from financing activities 158.215 (5.253) 158.215 (5.253)

Increase/decrease in cash and cash equivalents (72.539) (74.090) (89.514) (65.623)

Cash and cash equivalents at beginning of year 162.766 299.198 189.888 316.916

Cash and cash equivalents at period-end 90.227 225.108 100.374 251.293

Composed as follows:

Cash and cash equivalents 90.227 225.108 100.374 251.293

Total 90.227 225.108 100.374 251.293

Cash flow statement


