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Green Reefers ASA

Consolidated report 3rd quarter 2007
· Spot market rates in the low season reported 8 % below 2006.
· Higher vessel operating expenses.
· Low activity at the company’s fruit terminals.
· 3rd quarter EBITDA of USD 0,8 million.
· Book equity of USD 162 million and a book equity ratio of 44 %.
Results - 3rd quarter

The company recorded a gross operating income of USD 45,8 million in the 3rd quarter compared to USD 29,1 million the same period last year. Operating result before depreciation (EBITDA) was USD 0,8 million (USD 0,9 million).  

Despite the weaker spot market, Green Reefers improved their average time charter equivalent earnings in the 3rd quarter by 11 percent.  Together with a fleet capacity expansion of 28 percent this explains the increased quarterly turnover.

The pre-tax result was USD - 10,9 million against USD - 2,7 million in 3rd quarter 2006.

Increasing vessel operating expenses, also influenced by a weak USD, adversely affected the net earnings. Shortfalls in volumes at the fruit terminals in USA and Guatemala during the off-season also impacted the result negatively.

Higher depreciation and capital cost is attributable to the larger fleet.

Results - first 9 months

EBITDA was USD 29,5 million compared to USD 10,4 million in the corresponding period last year.

Vessel operating expenses were on average about USD 5,800 per day (including drydocking), compared to about USD 5,400 per day same period 2006. 

The pre-tax result was USD - 0,5 million against USD - 1,6 million for the same period last year.

Taxes derive from three elements - (i) 28 % of the result, (ii) currency exchange adjustments on deferred tax assets in NOK and (iii) an evaluation of future earnings of the company. The 3rd quarter reported tax cost is non-payable due to tax losses carried forward.
Activities

Green Reefers is as a major operator in the international reefer market focusing on the 150,000 to 400,000 cubic feet segment. The company commercially operates 44 vessels. Green Reefers holds equity in 39 of these, whereas the remaining vessels are chartered on bareboat (2) and time charter (3). 

During 2007 the company has expanded the in-house ship management operation through transfer of vessels from third party managers.  The ship management operation now totals 24 vessels.

Green Reefers also operates a total of eight cold stores.  The cold stores in Norway (2) and the Baltic region (3) are linked to the company’s involvement in the East-European fish- and meat imports. The cold stores in Guatemala (1) and Florida (2) have been secured as part of the company's fruit activity in the region. 

The activity at the terminals involved in the fish business has been slightly lower than expected in 2007, but increased volumes during 4th quarter are expected to compensate for the shortfall so far.  The company has however not been able to secure business for the fruit terminals during the low season and is now widening the marketing approach to offer the services also to 3rd party clients.

Finance and capital structure

Interest-bearing debt totals USD 191 million as of 30 September 2007 (USD 87 million as of 30 September 2006). Of the company's debt, 85 % is in USD, 14 % in EUR and 1 % in NOK. Cash was USD 22 million (USD 14 million).  Average interest rate on loans was 6,23 % in 3rd quarter.

Book equity 30 September 2007 was USD 162 million (USD 83 million), which is USD 0,64 (USD 0,59) per share. Equity ratio was 44 % (45 %).

The Market 

The reported spot market earnings in the first and second quarters of 2007 for the 270,000 cubft segment were 46 % above the levels in 2006.  The positive development continued into third quarter although a slow- down towards the end made the quarter come out 8 % below the same period last year.  The third quarter is traditionally the period with low markets rates being the interim period between the high season in January to April/May and the period of increase in activity as from November/December.

Subsequent to the end of the 3rd quarter the spot market has slowed down further, as the end of the southern hemisphere citrus season this year coincided with reduced export volumes of bananas from the main exporting areas in South America.  The reduced banana volumes are mainly caused by high exit price in Ecuador due to cold weather and reduced production.

In 2007 some of the largest spot charterers changed their strategy and entered into long term charters, reducing both the demand and supply for tonnage trading in the spot market. This has resulted in increased volatility in the spot market and adversely affected the spot rates in 3rd and 4th quarter this year.
Frozen fish export volumes from Norway to Eastern Europe decreased by 31 percent in 3rd quarter compared to the corresponding period 2006, due to a later start of the season. Subsequent to the end of the quarter, increased volumes have more than compensated the lack of volumes in the 3rd quarter.
Although the freight market has shown certain improvement in 2007, it should be noted that the general high demand for crew, spare parts and yard capacity has resulted in strong increases in operating expenses for most shipowners.  These cost increases have to be absorbed in the market to a larger extent than observed so far this year.
Orders for newbuildings totals 2,9 % of the world fleet. In 2007 0,8% of the fleet has been reported scrapped. Long delivery times and high newbuilding prices continue to restrain substantial contracting.

The underlying demand for transportation of refrigerated cargoes is strong, and despite the historically high operating expenses and relative slow off season, this year the earnings outlook and the market fundamentals for the reefer industry give reason for continued optimism. 
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