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Developments in the Group over a five-year period can be described using the following financial highlights: 

DKK’m

Income statement 2010 2009 2008 2007 2006 

Total revenue 831 789 847 793 752

Operating profit 39 25 16 39 79

Net financials (1) (2) (6) (6) (10)

Profit for the year before tax 41 23 10 33 69

Profit for the year 29 19 6 23 58

Dividend 0 0 0 6 25

Balance sheet

Balance sheet total 714 689 703 745 767

Net working capital 222 145 (16) 56 98

Long-term debt 55 65 76 84 129

Equity 439 410 391 392 394

Cash flow

Cash flow from operating activities 100 108 66 117 124

Cash flow from investing activities (22) 74 (143) (68) (26)

Cash flow from financing activities (10) (12) (47) (76) (97)

Increase/decrease in cash and cash equivalents 69 170 (124) (28) 1

Cash at year-end 249 181 11 135 163

Ratios *

Profit margin (%) 5.0 3.1 1.8 5.0 10.5

Return on capital employed (%) 5.8 3.6 2.2 5.3 10.3

Return on equity (%) (ROE) 6.5 4.5 1.6 5.9 15.2

Solvency ratio (%) 61.6 59.5 55.6 52.5 51.3

Return on invested capital (%) (ROIC) 10.0 4.8 2.7 6.5 12.3

Operating asset gearing 0.8 1.0 1.4 1.5 1.6

Average number of full-time employees 795 818 862 809 680

*The key figures have been compiled in accordance with The Danish Association of Financial Analysts’  
(Den Danske Finansanalytikerforening) “Recommendations and ratios 2010”.

Definitions of ratios

Working capital  = Current assets – short-term debt

Profit margin  =
Profit/loss before financial income and expenses X 100

Total revenue

Return on capital employed  = Profit/loss before financial income and expenses X 100
Total assets

Return on equity (ROE) = Profit/loss for the year X 100
Average equity

Solvency ratio  = Equity at year-end X 100
Total assets

Return on invested capital (ROIC)  = Profit/loss before financial income and expenses X 100
Average value of non-interest bearing net assets

Operating asset gearing  = Non-interest bearing net assets
Equity at year-end

Financial highlights for the Group
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Martha Labansen
Chairman of the Board of Directors

Jens Andersen
CEO

For Royal Arctic Line, 2010 was marked by long-term solutions 
and new challenges. Two subsidiaries merged as Royal Arctic 
Linieagentur and Arctic Container Operation were combined 
as Royal Arctic Logistics. The base harbour agreement with 
Aalborg Havn has been renewed. 

Another new company, Arctic Base Supply, was established 
in 2010, serving the emerging oil industry in Greenland. The 
combination of the competencies of Danbor Service and Royal 
Arctic Line proved successful. 

In December 2010, Royal Arctic Line decided to build five 
new vessels in 2011 and 2012, which are all to help guarantee 
security of supply in Greenland. 

In 2010, in-coming cargo volumes tended not to quite match 
expectations. Consequently, Royal Arctic Line has had to make 
certain adjustments. In order to emerge stronger from the 
serious challenges of 2010, the Company intensified its efforts 
to reach strategic targets to downsize operations. The purpose 
of the Ninngarut Project is to develop sustainable efficiency 
and economic measures. This is a difficult but necessary 
task to do. Therefore, I would like to thank all our staff for their 
strong commitment. Thanks to them, Royal Arctic Line is well 
equipped for future challenges.

About Royal Arctic Line A/S
The Government of Greenland has given Royal Arctic Line 
A/S sole concession on sea transport of cargo to and from 
Greenland and among Greenlandic towns and settlements. 
This has made the Company a lifeline for Greenlandic society.

Royal Arctic Line and its subsidiary, Royal Arctic Bygdeservice, 
transport cargo to and from all towns and settlements of 
Greenland. 

Royal Arctic Line also manages 13 harbours in Greenland and is 
responsible for harbour business at the Greenlandic base 

harbour in Aalborg, Denmark. Al sea cargo to and from 
Greenland goes through Aalborg, or through Reykjavik as 
regards cargo from North America. 

The subsidiary, Royal Arctic Logistics, and the associates, 
Arctic Umiaq Line and Arctic Base Supply, are responsible 
for public service and development work such as passenger 
transport, logistics solutions and supplies to the oil industry. 

Royal Arctic Line A/S was founded in 1993 and is wholly owned 
by the Government of Greenland.
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2010, which is Royal Arctic Line’s 18th year in operation, was 
marked by changes and challenges, and far-reaching decisions 
were made. Unfortunately, the core business – concessioned 
cargo services to Greenland – saw a decline in cargo volumes 
to Greenland. However, non-concessioned cargo services and 
new business areas developed positively.

Pre-tax profit for the year came to DKK 41m, which is approx. 
DKK 15m up on the expectations stated in the interim report. 
Net profit amounted to DKK 29m.

This performance is considered satisfactory.

The improved performance results from a number of factors, 
including continued efforts to follow the Group’s strategy 
to adapt costs to the current activity level and the fact that 
earnings rose as a result of increasing activities and new 
business areas. 

Given the decision to invest heavily in new ships, resulting in 
financial obligations, Management recommends not distributing 
dividend.

Total cargo volumes to and from Greenland and cargo 
transported internally in Greenland amount to 842,000 cubic 
metres in 2010 against 822,000 cubic metres in 2009. 

The total increase in cargo volumes arises from considerable 
fluctuations. Concessioned cargo volumes to Greenland 
decreased by approx 6,000 cubic metres and cargo 
transported internally in Greenland saw a decline of 13,000 
cubic metres compared to 2009. The increase is attributable 
to cargo volumes from Greenland and to project cargo, 
which rose by 18,000 cubic metres and 21,000 cubic metres, 
respectively, compared to 2009.

Total concessioned cargo income amounted to DKK 561m in 
2010 against DKK 550m in 2009. Non-concessioned cargo 
income was DKK 200m in 2010 against DKK 170m in 2009.

An agreement has been made with the Port of Aalborg, 
effective until 2022. According to this agreement, the Port 
of Aalborg will serve as base harbour in Denmark for cargo 
transported to and from Greenland. Also, an agreement has 
been made to build a new warehouse and offices, which should 
be ready for occupation in the second half of 2011.

In the expectation of better utilisation of capacity, facilities and 
the organisation in Aalborg, the wholly owned subsidiary, Royal 
Arctic Logistics A/S, was founded in Aalborg. The activities 
of the two subsidiaries in Aalborg, Arctic Container Operation 
and Royal Arctic Linieagentur A/S, were combined in the new 
company.

In December 2010, Royal Arctic Line signed agreements with 
P+S Werften in Stralsund, Germany, for the building of five new 
special ships. The new ships are planned to be handed over 
successively in the second half of 2012.

The new ships will phase out all settlement ships. Expectations 
are that also Pajuttaat and Arina Arctica will be phased out.

The contract on the building of these new ships was finally 
confirmed in January 2011 on inception of a 20-year contract 
with the Government of Greenland on shipping services to 
settlements and by way of the Government’s approval of the 
proposed financing of the new ship by the German bank, KfW 
IPEX.

In 2010, Royal Arctic Bygdeservice reached yet another 
milestone. A 20-year agreement was drawn up in close co-
operation with the Government of Greenland on shipping 
services to settlements, establishing the basis for investments 
in new settlement ships. The basis was adopted through the 
2010 Finance Act and subsequently confirmed on adoption of 
the 2011 Finance Act. The agreement was finally adopted and 
signed by the Government of Greenland in January 2011. The 
settlements will be served by existing tonnage until year-end 
2012 when the new ships are to be handed over.

2010 posed new challenges to Arctic Umiaq Line (AUL), 
in which Air Greenland and Royal Arctic Line each have a 
50% equity interest. The Transport Commission states in its 
opinion that AUL should be dissolved based on commercial 
considerations, but a decision to do so is a political decision 
after all. There was no political majority to that end, for which 
reason Naalakkersuisut decided to await discussion of the issue 
by Inatsisartut. The Company’s operating profit for 2010 is DKK 
0, as a loss of DKK 3.3m was covered through a loss guarantee 
of up to DKK 6.8m provided by the Government of Greenland.

2010 was the first operating year of Arctic Base Supply (ABS), 
in which Danbor Service and Royal Arctic Line each have a 
50% equity interest. The company’s objective is to serve as 
a supplier to oil companies operating in Greenland. ABS has 
entered into a multi-year agreement with the company, Cairn 
Capricorn Greenland Ltd., and efforts are made to assist future 
players. Activities in 2010 were very positive, and the co-
operation between Danbor Service and Royal Arctic Line has 
proved sustainable thanks to their respective competencies. 
One of the main challenges in terms of retaining the activities in 
Greenland is to offer suitable harbour facilities.

The need for more space in several Greenlandic harbours 
is well-known. By year-end 2009, Naalakkersuisut set up 
a Transport Commission which will deal with the issue 
of harbours in Greenland as part of its mandate. The 
Commission’s first report is expected to be published in the first 
quarter of 2011.

Throughout 2010, Royal Arctic Line’s Development Department 
focused on existing and potential new business areas, including 
oil and raw materials. Shipping services in Antarctica, on which 
an agreement was made in 2009, were also successful in 2010. 

There are clear signs of increasing interest in oil and oil 
exploration in Greenland and the related service industries, 

Management commentary
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whereas the mineral sector in 2010 continued to be 
characterised by very limited extraction but a certain amount  
of exploration. 

2010 was the year when major and far-reaching decisions were 
made on security of supply. In addition, new activities have 
contributed considerably to the Company’s performance. In the 
short run, no material changes are expected for cargo volumes. 
This means that in 2011 efforts will be focused on adapting 
costs to the activity level. The existing strategy regarding 
stakeholders, downsizing and development, which proved 
successful in 2010, will still be the strategy to follow.

Performance for the year
The Royal Arctic Line Group realised a profit before tax and 
minority interests of DKK 41m and a profit after tax of DKK 29m 
against a pre-tax profit of DKK 23m in 2009 and a profit after 
tax of DKK 19m. 

The increase in the Group’s profit is attributable to several 
factors, the main one being increasing revenue and higher 
earnings from non-concession income.

Operating costs for 2010 come to DKK 746m against DKK 
722m in 2009. The highest increases relate to costs for the 
ships, terminal operations and administration.

Costs for bunkers, which are classified as costs for ships, have 
gone up by DKK 15.7m due to price increases in terms of DKK. 
Increasing bunker costs are partly cancelled out by increasing 
income from oil and exchange rate margins. However, such 
margins are adjusted retrospectively in relation to market prices, 
resulting in a balance for later collection of DKK 5.6m at year-
end 2010. The balance for later collection was DKK 4m at the 
beginning of the year and the difference of DKK 1.6m from 1 
January to 31 December has not been recognised in revenue. 
Increased costs for terminal operations are attributable to 
increased revenue.

Administrative expenses rose by some DKK 6m from 2009 to 
2010, particularly due to extraordinary consulting services and 
increasing activities in several areas.

Depreciation decreased by approx DKK 4m compared to 2009 
as most ships have now been fully depreciated except for Mary 
Arctica.

The results of associates contribute positively to group results 
through higher earnings of approx DKK 1.5m compared to 2009.

Net interest expenses are approx DKK 0.5m against approx. 
DKK 1.6m in 2009, which is mainly attributable to a general 
liquidity increase.

The consolidated profit is approx. DKK 15m higher than 
the profit stated in the interim report, which is mainly due to 
increasing activity level towards year-end.

The Group’s total income is DKK 831m (DKK 789m in 2009). 
Concession-based income of DKK 561m (DKK 550m in 2009) 
is broken down by transport to Greenland of 67% (68% in 
2009), transport from Greenland of 21% (20% in 2009) and 
internal transport in Greenland of 12% (12% in 2009). Non-
concessioned income comes to DKK 200m (DKK 170m in 
2009) or 24% of total revenue (22% in 2009). 

Other operating income for 2010 is DKK 70m (DKK 70m 
in 2009), mainly including service contributions by the 
Government of Greenland to Royal Arctic Bydgeservice. 

The Group’s net working capital is DKK 222m in 2010 (DKK 
145m in 2009). This positive development is mainly attributable 
to reduced investment activities. 

Cash flows from investing activities are negative by DKK 21m, 
whereas this item was positive by DKK 74m in 2009. The 
positive cash flows from investing activities in 2009 resulted 
from the reversal of building instalments on the cancelled 
building programme. Other investing activities in 2010 mainly 
include investments in the modification of ships and rolling 
stock for the harbours. 

The Group’s liquid funds come to DKK 249m at year-end (DKK 
181m in 2009). In addition to the positive liquidity contribution 
from operations in 2010, the increase in liquid funds is 
attributable to the repayment of building instalments relating to 
cancelled shipbuilding. 

Equity comes to DKK 439m at year-end 2010 (DKK 410m in 
2009).

Royal Arctic Line’s solvency ratio is 61.5% at year-end 2010 
against 59.5% at year-end 2009.

New ships
Throughout 2010, Royal Arctic Line has been working on a 
shipbuilding programme, including selection of shipyards and 
raising of funding. In December 2010, the Board of Directors 
adopted an overall shipbuilding programme for five new vessels 
to be built in Germany by P+S Werften. During the selection 
process, this shipyard offered the best combination of price, 
facilities, date of handing over and funding vehicles.

The total order includes a container ship the size of Mary 
Arctica, however, with some modifications, meaning 606 TEU 
(TEU=twenty-foot equivalent unit (container dimensions)), two 
container ships of 108 TEU each and two smaller ships of a 
container capacity of 36 TEU each. The four small ships will be 
used in delivering shipping services to settlements.

The new ships will help ensure stable and flexible supply 
services to Greenland. The new tonnage allows increased use of 
containers in serving settlements. The new ships and their design 
also enable Royal Arctic Line to achieve the Group’s strategic 
goal of developing activities within non-concessioned areas.
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Sailing schedule for 2010
The 2010 sailing schedule was based on a 10/11-day call 
frequency in the first quarter of the year and weekly calls during 
the rest of the year, as experience gained in 2008 and 2009 
shows low cargo volumes in the first quarter of the year. The 
revised sailing schedule helped reduce the negative effects of 
the low activity level. Yet it proved difficult to manage for certain 
major customers, and in 2011 sailings will be weekly. In order to 
compensate for the low revenue level, shipping time between 
Aalborg and Greenland has been increased by an hour, 
resulting in fuel savings.

Freight rates
Freight rates did not change in 2010, but Naalakkersuisut 
has accepted a freight rate increase of 1.5% effective from 
1 February 2011. Also, an investment contribution will be 
introduced to finance new tonnage for shipping services to 
settlements. The investment contribution for 2011 will be 3.1%.

Oil and exchange rate margins
At 1 January 2010, the oil and exchange rate margins totalled 
8%. Price developments are considered regularly and the oil 
and exchange rate margins are adjusted accordingly every two 
months.

In 2010, these margins ranged from 8% to 13%. At 1 January 
2011, the oil and exchange rate margins are 11%. 

Change of the  
Board of Directors and Management group
At the Annual General Meeting held in 2010, Tage D. Lennert, 
Executive Officer, resigned from Royal Arctic Line’s Board of 
Directors. 

Niels Clemensen, R&D Manager, was appointed as Deputy 
Director of Royal Arctic Line holding the title of CDO from  
1 May 2010.

Jakob Strøm, Communications Manager, joined the 
management group on 1 May 2010.

Lars Thorup, CFO, resigned on 31 July 2010 and was replaced 
by Bent Ole Baunbæk, who joined the management group on 
1 August 2010.

Events after the balance sheet date
From the balance day till today, no events have occurred that 
affect the evaluation of this annual report.
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Outlook for 2011

Royal Arctic Line’s main activities include transport of cargo 
to, from and internally in Greenland. The activity level is thus 
determined by the volumes transported, and the earnings 
of Royal Arctic Line reflect the economic developments and 
trading conditions in society. Royal Arctic Line’s projections 
as well as political and financial reports published by 
Naalakkersuisut, including the Financial Council’s annual report 
indicate that the activity level for Greenland in 2011 is on a par 
with that of 2010. 

Accordingly, expectations are that the volume of cargo 
transported to Greenland in 2011 will be similar to that of 2010. 

The 2011 sailing schedule is based on weekly calls all year as 
experience from 2010 shows a distinct demand from customers 
for weekly calls. The negative effect of the low activity level, 
especially in the first quarter of the year, is expected to be 
reduced by operating savings and changed loading and 
unloading patterns in Aalborg which allow the ship to take an 
extra day to get from Denmark to Greenland, more or less 
without changing the customers’ deadline. This will help to 
reduce bunker consumption as the ship will sail at reduced 
speed. 

Recent years’ tendency towards changes in the ice situation 
is monitored closely by Royal Arctic Line. In 2011, services to 
the east coast will be increased by at least two calls and a call 
during winter, if practicable. 

Pajuttaat will be placed in the Disko Bay in the first quarter 
of 2011 and will call at all reachable towns and settlements, 
depending on the ice situation, in addition to prolonged feeder 
sailings. 

The oil industry still shows great interest in Greenland and an 
increasing activity level is expected in this industry for 2011, 
especially with the preparation of new oil drilling in the future.  
In spring 2010, Arctic Base Supply signed a three-year contract 
on logistics services with Cairn Capricorn Greenland Ltd.,  
a Scottish oil company. In 2010, the oil company carried out 
three out of four planned exploration drilling activities west of 
the Disko Island. In 2011, the company plans to implement a 
similar drilling programme west of Greenland. Oil drilling is also 
expected to have a spill-over effect on revenue of the other 
group companies. 

The decline in mining continued throughout 2010 with mines 
being closed down. Royal Arctic Line still has high expectations 
for the mining industry in the long run, but the Company still 
expects moderate developments in services provided to the 
industry. 

Royal Arctic Line A/S’ total estimated results for 2011 range 
from DKK 40m to 45m after tax. The very positive estimate 
is a unique performance resulting from the fact that the old 
fleet is no longer depreciated and that new ships under 
the shipbuilding programme will not be depreciated until in 
subsequent years. This profit will also result in considerable tax 
payments to Greenland in 2011. 

Positive cash flows from operating activities are also expected 
for 2011. Except for the new ships, which are financed through 
a separate funding scheme, instalments on liabilities and the 
year’s investments will be financed through current operations. 
Royal Arctic Line A/S is estimated to have adequate financial 
resources for operations for 2011.

Strategy
Royal Arctic Line’s Naleraq 2015 strategy establishes how the Group may 
continue to generate sufficient profits to the owner while keeping prices and 
services at a competitive level and delivering services to the satisfaction of 
Greenlandic society. Following the revision of the strategy in 2009, the entire 
Group worked in 2010 on implementing its objectives in day-to-day practice.

Naleraq 2015 is based on three pillars: 
Stakeholders 
Close contact with the owner and the customers is a prerequisite for Royal 
Arctic Line honouring its concession obligations and for meeting the demands 
and needs of Greenlandic society. 

Operation 
The Group’s strategic measures for the operation of core business are to main-
tain cost awareness and optimise business procedures and IT infrastructure. 

Development 
In the long term, slimmed down operations can only produce the intended re-
sults for the owner and for society to a certain degree. Therefore, an important 
part of Royal Arctic Line’s strategy is concerned with growth and development 
of non-concession activities in both existing and new markets.
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Royal Arctic Line works in a geographically limited market, 
which is characterised by stable demand patterns and market-
related protection of core business resulting from a concession.

Royal Arctic Line’s business area is primarily based on Danish 
kroner. Whenever trade is based on another currency, this is 
mainly bought on the spot market.

The oil and exchange rate margins are used to compensate for 
fluctuations in the rate of the US dollar and bunkers. 

Royal Arctic Line’s credit risks include receivables and liquid 
funds which are deposited with Greenlandic and Danish banks 
with a high credit. The amounts in the balance sheet reflect the 
maximum risk. 

Royal Arctic Line’s counterparty risks include interest-rate 
swaps and, to a limited extent, other financial instruments. The 
agreements are entered into with major Danish banks with a 
high credit rating.

Risks

Vision
Royal Arctic Line is a group that delivers transportation 
solutions at the right price and quality and aims – alone or in 
co-operation with others – to add considerable earnings to 
Greenland.



10

A
as

ia
at

 

Ilu
lis

sa
t

M
an

iit
so

q

N
an

or
ta

lik

N
ar

sa
q

N
uu

k

P
aa

m
iu

t

Q
aq

or
to

q

Q
as

ig
ia

nn
gu

it

S
is

im
iu

t

Ta
si

ila
q

U
pe

rn
av

ik

U
um

m
an

na
q

The Government of Greenland has awarded Royal Arctic Line 
exclusive sailing concession for regularly scheduled routes 
to, from and between the towns of Greenland and between 
Greenland and Reykjavik, Aalborg and a number of other 
overseas destinations. The concession includes several 
conditions regarding call frequency, capacity and security of 
supply for all towns on the west and east coasts of Greenland. 

The Government of Greenland can also require Royal Arctic 
Line to enter into contracts on an arm’s length basis for public 
service including transport of cargo and passengers, see 
Greenlandic Parliament Regulation No 5 of 6 June 1997.

Royal Arctic Line’s freight rate is based on a pricing system 
which ensures uniform ocean freight rates for all towns. In 
addition, Naalakkersuisut has decided that the price for 
southbound cargo out of Greenland must be lower than for 
northbound cargo to Greenland.

Naalakkersuisut approves freight rates. 

Royal Arctic Line is run under the arm’s length principle. 
Under the concession obligation, this means that returns on 
invested capital must at least ensure the company’s long-term 
consolidation.

Business foundation

Cargo volume in cubicmetre to greenlandic towns

Facts about Greenland
Greenland measures 2,670 km from the north to the south. 
18 towns, approx 60 settlements and a smaller number of 
single dwellings are located along the 44,087 km coastline 
of Greenland. Most towns and settlements are located on 
the west coast. 

Transport among towns and settlements is only possible by 
plane or ship. From the Disko Bay to Northern Greenland 
as well as on the east coast, the ocean is generally covered 
with ice in the winter and supplies must be flown in for a 
period of three to six months during the year.

About 56,000 people live in Greenland, of which some 
9,500 live in settlements. The smallest settlement served by 
Royal Arctic Bygdeservice has 32 people, while Nuuk with 
16,000 inhabitants is the biggest town in Greenland and the 
only one with more than 7,000 inhabitants.

This means that many Greenlandic towns are so small that 
their cargo needs justify frequent calls of ships. Therefore, 
the requirement under the concession for security of supply 
and frequent calls is one of the preconditions for the small 
communities’ continued operations and development.
 Source: www.stat.gl
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The market
As a result of the concession, Royal Arctic Line has a 100% 
market share for general containerised sea transport of cargo 
in Greenland. The Company supplies all towns and settlements 
in Greenland. 

Imports are greatly affected by the construction industry, 
which accounts for about a quarter of cargo transported to 
Greenland. Another important factor for imports is population 
development and with that the volume of cargo for the food and 
retail industries. 

Exports mainly include fish products, which make up half 
the volume of all cargo exported. Therefore, changes in TAC 
(Total Allowed Catch), which is established through a political 
decision, have direct consequences for the southbound cargo 
volumes. 

Cargo transported internally in Greenland primarily relates to 
fisheries and transport of beer and water, which is bottled in 
Nuuk and distributed to the coast. Subsequently, the packaging 
is shipped back to Nuuk. 

Developments in cargo volumes depend on general 
developments in the Greenlandic society. The Company is 
therefore sensitive to major fluctuations such as the effects of 
the financial crisis. Consequently, Royal Arctic Line has started 
developing non-concession business areas.

Cargo volumes 
Total cargo volumes for 2010 rose by 2.4% on 2009. However, 
developments in the individual main segments and various 
freight types vary considerably. 

Northbound concession cargo fell by approx 2%.

Northbound non-concession cargo rose by 220% from 9,300 
cubic metres to 29,800 cubic metres, but it still represents less 
than 4% of total cargo volumes.

Southbound concession cargo rose by approx 6%.

Internal cargo volumes saw a decrease of approx 9%.

Iceland
The service to and from the USA, Canada and Iceland 
continued in 2010. Total cargo volumes for this service came 
to 13,236 cubic metres at year-end 2010. Eimskip of Iceland, 
the ships of which operate the line from the USA and Canada 
to Iceland, sail at 28 day intervals. Royal Arctic Line calls at 
the Port of Reykjavik shortly after Eimskip’s ship carrying 
cargo from the USA and Canada has unloaded. Accordingly, 
Royal Arctic Line calls at the Port of Reykjavik at four or six 
week intervals. Subsequently, the cargo is shipped directly to 
Greenland. 

Internally in Greenland

From Greenland

Projectcargo 

To Greenland

Volume og cargo

Feeder
Northwest
Atlantic East
Atlantic
Eastcoast
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Regularity 
Bad weather, storms and, to a lesser extent, technical problems 
may affect Royal Arctic Line’s on-time rate.

In 2010, the Company’s average on-time rate in relation to the 
master sailing schedule was 76% (81% in 2009). This decrease 
is mainly due to field ice, bad weather in late summer and an 
extraordinary need to dock Arina Arctica in December. 

Royal Arctic Line’s fleet
Royal Arctic Line’s fleet is designed to meet the Arctic and 
market conditions that characterise Greenland. The fleet 
includes ten transport ships, which are each specially designed 
for their tasks. 

Container ships 
The Company’s five largest Atlantic and feeder ships are of the 
highest Baltic ice class and are specifically built with a double 
hull and a high freeboard to be able to sail the Arctic waters. 

All the ships are equipped with cranes, and supplemented by 
the Company’s barges the fleet can sail almost anywhere in 
Greenland, irrespective of call-in conditions. 

Naja Arctica and Nuka Arctica are both 782 TEU each and 
operate fixed services between Aalborg and Greenland. The 
ships were built in the mid-1990s and have estimated remaining 
useful lives of five to seven years. 

Mary Arctica is 588 TEU and sails between Aalborg and 
Greenland’s east and west coasts. The ship is very flexible and 
in November and December 2010 she was chartered to carry 
cargo to Antarctica. 

Irena Arctica of 424 TEU, and Arina Arctica of 283 TEU, can 
call at most towns in Greenland on both the east and the west 
coasts. The ships unload using special barges and lorries 
where there are no harbour facilities. 

Pajuttaat mainly transports general cargo and some containers. 
The ship was built in 1979 and originally designed for sailing 
with general cargo and, to a lesser extent, frozen cargo. 

Settlement ships
Angaju Ittuk, Aqqaluk Ittuk, Angutek Ittuk and Johanna Kristina 
are all small general cargo ships with capacities of between 220 
and 320 cubic metres. The ships were built in the period 1960 
to 1984. They are old now and have, for a number of years, 
resulted in continuously increasing maintenance costs.
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Royal Arctic Line has been involved in the Greenlandic 
community for a number of years – with, among other things, 
a comprehensive training programme and sponsorships for 
voluntary initiatives for children and young people and for the 
sporting and cultural life in Greenland.

As for the environment, the Company is always up-to-date on 
applicable regulations and aims to organise work routines and 
design equipment to have as little environmental impact as 
possible. 

In 2011, a general CSR strategy will be prepared for Royal Arctic 
Line.

Even though efforts are still underway to finish it, the first results 
of the strategic work are already visible. At year-end 2010, Royal 
Arctic Line concluded its first strategic partnership agreement 
with a volunteer children’s organisation, Meeqqat Inuunerissut/
Better Life For Children. The final partnership contract will be 
prepared in early 2011. Royal Arctic Line also expects to enter 
into at least one more strategic partnership with a volunteer 
organisation in 2011.

Climate, environment, safety
The arctic environment is very vulnerable. The companies of 
Royal Arctic Line are very aware of their responsibility to protect 
the environment as best as humanly possible. This is effected 
by planning work routines to reduce the negative impact on the 
climate and environment as much as possible.

The Greenlandic base harbour in Aalborg is quality-certified 
under ISO 9001, environmentally certified under ISO 14001 and 
health and safety-certified under OHSAS 18001. In 2011, it is 
a strategic goal for Royal Arctic Line to have a number of the 
largest Greenlandic harbours certified under the same standards.

CO2, SOX and NOX

Royal Arctic Line monitors research and development that may 
help reduce energy consumption and the emission of CO2, SOX 
(sulphur oxide) and NOX (nitric oxide).

Compared to ships in conventional service, the possibilities of 
reducing the CO2 consumption of Royal Arctic Line’s ships are 
limited as the present initiatives to reduce CO2 emissions through 
optimisation of ship’s design, steel constructions and materials 
are not practical in arctic waters due to the safety-at-sea 
concerns for ships sailing in ice-packed seas. However, Royal 
Arctic Line also monitors the development in this area and will 
put any improved technology into use to the extent possible.

Corporate Social Responsibilitys

Slow steaming/reduced speed
The most efficient way of fuel conservation is for the ships to sail 
slightly slower than normal cruising speed. Again in 2010, Royal Arctic 
Line applied slow steaming insofar as wind and currents so allowed. 
In 2011, changes in sailing plans entail that options for slow steaming 
are increased as the sailing hours between Denmark and Greenland 
may be increased thanks to changed work routines at the harbour in 
Aalborg.
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Legislation
Shipping is governed at three levels: International, regional 
and national legislation. However, whereas no international 
statutory limits exist for the emission of CO2, both international 
and EU rules apply to the emission of SOX and NOX. They are 
governed by the Marpol conventions that also govern the rules 
for disposal of solid waste and waste water.

The SOLAS conventions govern maritime safety issues such as 
ship’s construction, navigation and rescue equipment.

The Marpol and SOLAS conventions are integrated in the ships’ 
routines, and new initiatives are incorporated on an ongoing 
basis. The shipping company also focuses on expanded 
maintenance of the ships’ fuel oil systems to ensure optimal 
combustion which again helps to reduce emissions.

Safety 
The international maritime organisation’s, IMO, safety and 
environmental protection system, ISM, was implemented on 
Royal Arctic Line’s ships in 1998. The system also contains 
a requirement and an objective for environmental protection 
routines. All ships and harbours also comply with the 
International Ship and Port Facility Security Code (ISPC). 

Harbours and ships are regularly subjected to control by the 
Danish Maritime Authority as well as by internal audits. Both are 
conducted at least once annually.

Dangerous goods
Royal Arctic Line and its harbours have the required 
authorisations for and vast experience in handling dangerous 
goods in compliance with the international regulations of the 
IMDG code.

Social commitment
The sponsorship programme of Royal Arctic Line is a 
cornerstone in Royal Arctic Line’s social commitment. The 
major emphasis is on sponsorships of sea cargo within Royal 
Arctic Line’s route network and only very little on cash amounts. 
Efforts are made to distribute sponsor funds within these three 
main pillars: Youths, culture and sports as well as socially 
marginalised persons. Royal Arctic Line sponsors everything 
from very small events with small cargo volumes to large 
events. The largest sponsorship in 2010 was the Greenland 
qajaq championship for which freight of kayaks worth a cargo 
value of DKK 100,000 was sponsored.

In 2010, the Group distributed cargo and cash sponsorships 
worth DKK 1,250,000. The sponsorships consisted of 31% for 
youths, 42% for sports and culture and 27% for the socially 
marginalised.

Ambassadors
The partnership agreement with Meeqqat Inuunerissut/Better 
Life For Children deals with the project As rings in the water, 
the object of which is to increase awareness of the importance 
to prevent sexual abuse of children. The ambassadors that 
can pass on the messages constitute an essential part of the 
project. As part of the partnership agreement, all Royal Arctic 
Line employees in Greenland are offered training to become 
ambassadors, first in Nuuk, and afterwards in the coastal towns 
that are included in the project.

CSR Greenland
In 2010, Royal Arctic Line helped to form the partnership CSR 
Greenland. Many Greenlandic companies found themselves in the 
same boat as Royal Arctic Line. CSR is new and by no means new 
at the same time. The concept and idea of working strategically and 
structurally in the area are new – but many Greenlandic companies 
have worked with various CSR activities such as job satisfaction, 
diversity, health and safety at work and environment for many 
years.

CSR Greenland focuses on various activities, including:
- Co-ordinating companies’ voluntary efforts
-  Creating awareness about CSR in Greenland through courses, 

events and PR
- Creating a forum for sharing experiences through networks 
-  Being the focal point for relevant international CSR organisations.
 Source: www.csr.gl
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The Group has in 2010 had an average number of 795 
employees compared to 818 employees in 2009. The staff 
reduction is attributable to several factors. The three primary 
factors are the combination of two companies in Aalborg, a 
considerable release of graduated trainees and increased focus 
on the administration of the staff number to the effect that re-
appointments were avoided at resignations.

Royal Arctic Line has 247 maritime workers. On land the Group 
employs 548 people in 14 locations in Greenland and Denmark. 

Job satisfaction survey
In late 2010, Royal Arctic Line carried through a job satisfaction 
survey among all Group staff. The result will be available in early 
2011 and will be utilised for a number of action plans. 

Skills development
Royal Arctic Line’s daily operations and development of non-
concessioned business require that the Group’s employees 
possess the qualifications necessary to perform these tasks as 
well as possible.

In order to meet these requirements, the Company is 
concentrating on creating the best framework for developing 
the expertise of all employees in the Group. They are offered 
language teaching, advanced business economics courses 
and courses in handling hazardous materials, security courses, 
courses in fire-fighting, etc. 

Naleraq 2015 focuses on stakeholders, and one of the shipping 
company’s most important stakeholders is its employees. In 
order to work on developing and retaining its employees, Royal 
Arctic Line wants to increase its focus on skills development. 
This will be effected by a project which will ensure optimal 
utilisation and development of staff resources and potential. 
The project will be launched in 2011. 

All staff of the Group work according  
to our shared set of values 
- We communicate quickly and effectively 
- We deliver high quality work based on clear objectives
- We are loyal, committed and independent

Trainees
In 2010, a total of 20 trainees received a graduation certificate 
upon completion of their training with Royal Arctic Line. This is 
the largest number of graduates in one year.

At year-end 2010, the number of trainees was 63 (74 students 
in 2009), or 8.1% of all employees in the Group (8.9% in 2009). 
There are 14 in maritime training and 49 in administration and 
operations. 

Royal Arctic Line is one of Greenland’s largest businesses, 
and the shipping company wants to contribute to social 
developments through a wide range of training opportunities. 
Training with Royal Arctic Line must qualify the candidate for a 
career with the shipping company and also provide favourable 
career opportunities with other companies.

Employees

Royal Arctic Line offers the  
following training opportunities
- Ship’s officer 
- Ship’s mechanic
- Terminal worker 
- Office assistant
- Warehouse and transport worker 
- Contracted machine mechanic
- Ship’s cook
- Shipping employee
- IT supporter 
- Metal worker
- AP degree in business 
- IT administrator
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Royal Arctic Line A/S
Nuuk
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The Royal Arctic Line Group consists of a number of divisions, 
subsidiaries and associates. The group enterprises are owned 
in different proportions by Royal Arctic Line and outside 
companies. The divisions are part of the Parent, Royal Arctic 
Line A/S. 

The revenue figures shown in the following text about the group 
enterprises and divisions may include intra-group sales which 
have been eliminated in the annual report.

Royal Arctic Line Group
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This division is responsible for the seaborne traffic between 
Denmark, Iceland and a number of ports in Europe, North 
America, Canada and Greenland and among the towns in 
Greenland. 

Royal Arctic Linietrafik is also responsible for the shipping 
company’s ship building programme. 

The division’s field of responsibility also extends to the 
allocation of ships and the container fleet, plus the technical 
operation and maintenance of the Group’s ships. 

The division employed an average of 216 people (237 in 2009) 
of which 176 were maritime personnel (190 in 2009). 

Master sailing schedule
Every autumn, Royal Arctic Linietrafik prepares the master 
sailing schedule for the coming year, which is subsequently 
submitted to major customers for consultation. The customer’s 
specific wishes and needs are taken into consideration insofar 
as possible when determining the route structure. 

The master sailing schedule is also one of the most important 
instruments for cost management in the shipping company, for 
which reason the preparation of the plan focuses on capacity 
utilisation, bunker consumption, nautical miles sailed and 
limitations related to infrastructure and ice.

Special expertise
Supplying Greenland implies that Royal Arctic Linietrafik’s 
maritime personnel performs a number of complicated tasks 
that are not usually carried out by seamen. Greenland’s 
infrastructure requires great flexibility when loading and 
unloading, which is carried out with barges, specially made 
lorries and helicopters. The shipping company has also used 
this expertise for jobs in Antarctica.

Outlook for 2011
The shipping company’s ship building programme will 
commence in 2011. A total of five ships will be built: One ship 
of the Mary type with a 606 TEU capacity, two medium types 
with a 108 TEU capacity and two small ships with a 36 TEU 
capacity. These five ships will be handed over in 2012.

Customer survey
In the first half of 2011, Royal Arctic Customer Service will carry 
through a customer satisfaction survey. The subsequent action 
plans are intended to contribute to achieving the strategic 
objective of satisfied stakeholders.

Royal Arctic Linietrafik
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This division operates harbour, cargo and container terminals 
and discharges the local port authority in 13 Greenlandic towns 
on behalf of the Government of Greenland. In these places, the 
division also supervises the harbour and coastal lighthouses. 

On average, 283 people were employed during 2010 (288 in 
2009).

Services
Besides the obligations under the concession, the division 
also offers turn-around of trawlers, passenger ships and cruise 
ships. The division is working closely with Arctic Base Supply 
and Royal Arctics Logistic to develop services in these business 
areas. 

Outlook for 2011
The staff of Royal Arctic Havneservice handle the day-to-day 
contact with the shipping company’s customers in Greenland, 
and this is expected to expand in step with developments in 
the oil and mining industries. To ensure that demands from 
future customers can be met as well as possible, the division is 
concentrating on developing its employees’ skills, for instance 
in languages.

In 2011, some of the major Greenlandic harbours will be 
certified in quality management (ISO 9001), environmental 
management (ISO 14001) and health and safety management 
(OHSAS 18001). The object of this certification is partly to 
support the Group’s objectives and partly to match international 
quality requirements of international partners, for instance 
within the oil or minerals industries, which need to use harbours 
in Greenland.

Royal Arctic Havneservice

Special skills
The skills required in the division’s staff are extensive.  
They partake in the unloading of barges and particularly difficult 
loading and unloading operations throughout the country.
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This subsidiary is responsible for transporting cargo to, from 
and among the settlements in Greenland and for conveying 
passengers to settlements in Central Greenland. The task is 
based on a service contract with the Government of Greenland. 
In the ice-free areas, the settlements are called on every 14 
days with cargo, and in Central Greenland every week with 
passengers.

The company’s revenue was DKK 73m in 2010 (DKK 73m in 
2009). Of this, DKK 65m is a service contribution from the 
Government of Greenland. In 2010, the company employed 
31 people on average, of which 30 were maritime personnel 
employed with Royal Arctic Line (in 2009, 36 employees, of 
which 35 were maritime personnel). Ship management, crew, 
accounting assistance and IT support are carried out according 
to the service agreement with Royal Arctic Line.

Current fleet 
Royal Arctic Bygdeservice owns four settlement ships and, in 
the high season, charters a mixed-cargo ship. The company 
also carries out part of the passenger transport through charter 
agreements with private providers. 

The four settlement ships are relatively old. The current 
maintenance of the ships entail large costs, because, among 
other things, spare parts usually have to be specially made due 
to the age of the ships. 

Service contract
The present contract with the Government of Greenland expired 
at the end of 2010. In accordance with the company’s plans to 
build new ships, negotiations for a new long-term contract were 
started in 2009 and progressed throughout 2010. The service 
contract makes up the basis for funding the new ships for 
calling at the settlements. The Finance Act for 2011 includes an 
option for a long-term service contract, and in January 2011, a 
20-year contract was signed. Royal Arctic Line has contracted 
for five new ships, four of which will be chartered at cost to 
Royal Arctic Bygdeservice according to requirements.

New fleet
Royal Arctic Bygdeservice is planning to begin partial 
containerisation of the settlement service when new ships are 
handed over to Royal Arctic Line. The two smallest of the new 
ships will have a 36 TEU capacity, whereas the ships in the 
medium class will have a 108 TEU capacity. The new ships’ 
design will allow for a greater level of containerisation than 
today without compromising on flexibility in respect of minor 
cargo volumes.

The ship building programme proposed is future-oriented 
and takes into account that more and more people leave the 
settlements, partly by reducing the number of ships and by 
using more versatile ships. Following minor modifications, 
the ships can be used for S&R alert (Search and Rescue), 
for passenger services, maritime training, floating doctor, eye 
doctor or dentists clinics, etc. All new ships will be able to carry 
12 passengers.

The fleet is designed so that all tasks can be performed 
according to conditions in the present infrastructure, for which 
reason major investments are not required for new quay 
installations.

Passenger transport in Central Greenland
Naalakkersuisut wanted to prolong the contract with Royal 
Arctic Bygdeservice on passenger transport in Central 
Greenland until the end of 2012 on unchanged terms. Royal 
Arctic Bygdeservice and Arctic Umiaq Line have entered into 
an agreement to the effect that Arctic Umiaq Line becomes 
the permanent sub-provider of passenger transport services 
in Central Greenland. The contract offers alternatives for 
passengers and also benefits a number of private tour boat 
operators as the latter are chartered to perform the service. 
This contract enables Royal Arctic Bygdeservice to concentrate 
its effort on cargo, its core competency.

Outlook for 2011
No considerable changes are expected in the settlement 
services in 2011 as the existing service contract forms the basis 
of the future contract.

However, tonnage will be placed in the Disko Bay during the 
winter period as a consequence of recent years’ changes in the 
ice situation. Aside from improved service for the benefit of the 
customers, it also allows for regular emptying of cold stores. 

Royal Arctic Bygdeservice
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The subsidiary Royal Arctic Logistics A/S was founded in 2010 
based on the two former subsidiaries, Royal Arctic Linieagentur 
A/S and Arctic Container Operation A/S.

This subsidiary attends to the interests of Royal Arctic Line 
in Denmark and operates the service and harbour agency in 
the base harbour of Aalborg and the forwarding business in 
Greenland and Denmark. The company operates a modern 
harbour, cargo and container terminal in Port of Alborg 
East. Royal Arctic Logistics owns 67% of Aalborg Stevedore 
Company, which performs stevedore tasks not related to the 
Greenland traffic.

On average, 167 people were employed in the Company in 
2010 (179 in aggregate in the two former companies in 2009).

The market 
In 2010, company sales were DKK 222m (DKK 225m in 2009 
in the two former companies combined). The drop in cargo 
volumes which followed from the financial crisis has impacted 
considerably on revenue. 

Non-concessioned activities have compensated for the decline 
in cargo volumes. 

Certifications
Royal Arctic Logistics is certified for quality management 
(ISO 9001), environmental management (ISO 14001) and 
health and safety management (OHSAS 18001). Moreover, 
the company is ISPS-approved (International Ship and Port 
Facility Security Code). The company is also authorised by the 
Danish Veterinary and Food Administration to store and handle 
refrigerated and frozen foods.

Forwarding
The company offers all forms of transport services in free 
competition with other providers. 

Royal Arctic Logistics’ primary forwarding market is Greenland, 
and services are offered in 13 Greenlandic harbours in co-
operation with Royal Arctic Havneservice. 

The company also renders global transport services in co-
operation with a worldwide agency network.

Aside from forwarding services, this segment of Royal Arctic 
Logistics also offers logistics services to companies with 
special requirements, including trawler service, off-shore, stock 
hotel and distribution services. The company also functions as 
a harbour agent for exploration ships and the majority of the 
cruise agencies that call at Greenland. 

Feeder route
Developing new business areas is a strategic goal, and in 
2010, Royal Arctic Logistics established a feeder route with 
connections to Gothenburg and Rotterdam together with 
Aalborg Havn A/S.

Outlook for 2011
The formation of Royal Arctic Logistics was an offshoot of 
the prolongation of the base harbour agreement between 
Royal Arctic Line and Aalborg Havn A/S until 2022. The 
prolongation means that the first sod has been cut for a new 
logistics warehouse and new office facilities, which Royal 
Arctic Logistics will rent in the future. The new facilities make it 
possible to optimise operations and expand into new business 
areas. As part of the aggregate Group’s Ninngarut project 
and as part of the combination of the two subsidiaries, Royal 
Arctic Logistics has maintained considerable focus in 2010 
on optimising and improving the efficiency of work processes. 
These improvements are expected to feed through in full during 
2011.

Royal Arctic Logistics 
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Arctic Base Supply
Royal Arctic Line and Danbor Service each own 50% of Arctic 
Base Supply. The company was established at 1 January 2010 
for the purpose of combining the two parents’ special skills 
within operations in Greenland and supply to the off-shore 
industry. The aim of the company is to render the best possible 
service to the international oil companies that set up shop in 
Greenland. 

The market 
In 2010, one oil company conducted exploratory drillings in 
the sea west of Disko Island. Prior to its arrival in Greenland, 
the Scottish oil company, Cairn Capricorn Greenland Ltd., 
concluded a full-service agreement with Arctic Base Supply on 
logistics services. Accordingly, the company got off to a good 
start in the market.

Outlook for 2011
In late 2010, a number of new exploration licenses along 
Greenland’s coast were put on the market, and were subject 
to considerable interest from the oil companies. Only Cairn 
Capricorn Greenland Ltd, with which Arctic Base Supply 
already has an agreement, is expected to conduct actual 
drillings in 2011, but several other companies are expected to 
set up in Greenland to prepare for later drillings. Arctic Base 
Supply has established contact to a number of companies, and 
to accommodate demand and up the sales effort, the company 
will be strengthened with the appointment of a full-time CEO in 
2011. 

Arctic Umiaq Line
Arctic Umiaq Line A/S is 50% owned by Royal Arctic Line 
and 50% by Air Greenland. The company was founded in the 
autumn of 2006 to acquire and operate the passenger ship 
Sarfaq Ittuk. Sarfaq Ittuk services the west coast line between 
Narsaq and Ilulissat. The majority of passengers are local 
travellers, but the tourist segment is also serviced. Arctic Umiaq 
Line has four land-based employees. Ship management, crew, 
accounting assistance and IT support are carried out according 
to the service contract with Royal Arctic Line. In 2010, Sarfaq 
Ittuk had an average of 26 crew members who are employed by 
Royal Arctic Line (35 in 2009).

Outlook for 2011
Recent years have shown that it is impossible to carry on 
passenger transport services on purely commercial terms, 
and the company has relied on a loss guarantee from the 
Government of Greenland. For 2011, a loss guarantee for one 
year has been negotiated. Expectations are that the company’s 
future will be clarified in 2011, either in the form of a long-term 
contract with the Government of Greenland on loss guarantees 
or subsidies, or in the form of a controlled winding-up of the 
company.

Royal Arctic Tankers
Royal Arctic Tankers A/S is 50% owned by Royal Arctic Line 
and 50% by Tankskibsrederiet Herning A/S. The company 
owns MV Pajuttaat, which is chartered out.

Associates
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We have today considered and approved the annual report 
of Royal Arctic Line A/S for the financial year 1 January to 31 
December 2010.

The annual report has been presented in accordance with 
the Danish Financial Statements Act and applicable Danish 
Accounting Standards.

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

We recommend the annual report for adoption at the Annual 
General Meeting.

Statement by Management  
on the annual report

Copenhagen, 8 March 2011

Executive Board

 
Jens Andersen

Chief Executive Officer

Board of Directors

Martha Labansen
Chairman

Kristian Lennert
Chairman

Bent Østergaard Claus E. Nielsen Ole Frie

Mariane Hansen Efraim Tittussen Jens Peter Berthelsen
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To the shareholder of Royal Arctic Line A/S
We have audited the annual report of Royal Arctic Line A/S 
for the financial year 1 January to 31 December 2010, pages 
2 to 42, which comprises the statement by Management on 
the annual report, the management commentary, accounting 
policies, income statement, balance sheet, statement of 
changes in equity, cash flow statement and notes of the Group 
as well as the Parent. The annual report has been prepared 
in accordance with the Danish Financial Statements Act and 
Danish Accounting Standards. 

Management’s responsibility  
for the annual report
Management is responsible for the preparation and fair 
presentation of an annual report in accordance with the Danish 
Financial Statements Act and Danish Accounting Standards. 
This responsibility includes: designing, implementing and 
maintaining internal control relevant to the preparation and 
fair presentation of an annual report that is free from material 
misstatement, whether due to fraud or error, selecting 
and applying appropriate accounting policies, and making 
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility and basis of opinion
Our responsibility is to express an opinion on this annual report 
based on our audit. We conducted our audit in accordance with 
Danish Standards on Auditing. Those Standards require that 
we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance whether the annual report 
is free from material misstatement. 

An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the annual 
report. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material 
misstatement of the annual report, whether due to fraud 
or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation 
and fair presentation of an annual report 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 entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by 
Management, as well as evaluating the overall presentation of 
the annual report.

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

Our audit has not resulted in any qualification.

Opinion
In our opinion, the annual report gives a true and fair view 
of the Group’s and the Parent‘s financial position at 31 
December 2010 and of their financial performance as well as 
the consolidated cash flows for the financial year 1 January to 
31 December 2010 in accordance with the Danish Financial 
Statements Act and Danish Accounting Standards.

Independent auditor’s report

Nuuk, 8 March 2011

Deloitte
Statsautoriseret Revisionsaktieselskab

Per Jansen
State Authorised  

Public Accountant

Claus Bech
State Authorised  

Public Accountant
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Accounting policies

Basis of accounting
The annual report of Royal Arctic Line has been presented in 
accordance with the Danish Financial Statements Act governing 
reporting class D enterprises and Danish Accounting Standards. 

The accounting policies remain unchanged compared to last 
year.

It was decided in 2008 that earnings from investments in group 
enterprises will be shown net of tax in the Parent’s financial 
statements so that tax thereon is no longer included separately 
under tax on profit/loss for the year. The comparative figures 
have been adjusted accordingly. The adjustment is only relevant 
to the format of the financial statements.

The annual report has been presented in DKK’000 unless 
otherwise stated.

Recognition and measurement
Assets are recognised in the balance sheet when it is probable 
that future economic benefits will flow to the Group and the 
value of the assets can be measured reliably. 

Liabilities are recognised in the balance sheet when the Group 
has a legal or constructive obligation as a result of a prior event, 
and it is probable that future economic benefits will flow out 
of the Group, and the value of the liabilities can be measured 
reliably.

On initial recognition, assets and liabilities are measured at 
cost. Measurement subsequent to initial recognition is effected 
as described below for each financial statement item. 

Anticipated risks and losses that arise before the time of 
presentation of the annual report and that confirm or invalidate 
affairs and conditions existing at the balance sheet date are 
considered at recognition and measurement. 

Income is recognised in the income statement when earned, 
whereas costs are recognised by the amounts attributable to 
this financial year. Value adjustments of financial assets and 
liabilities are recognised in the income statement as financial 
income or financial expenses. 

Consolidated financial statements
The consolidated financial statements include Royal Arctic Line 
A/S (parent) as well as the domestic and foreign companies 
(group companies) with commercial activities in progress, 
which are controlled by the Parent, see the group chart on 
page 16. Control is achieved by the Parent, directly or indirectly, 
holding more than 50% of the voting rights.

Enterprises in which the Group, directly or indirectly, holds 
between 20% and 50% of the voting rights and exercises 
significant, but not controlling influence are regarded as 
associates.

Consolidation principles
The consolidated financial statements are prepared on the 
basis of the financial statements of Royal Arctic Line A/S and its 
group enterprises.

The consolidated financial statements are prepared by 
combining uniform items. On consolidation, intra-group income 
and expenses, intra-group accounts and dividends, profits and 
losses on transactions among the consolidated enterprises 
as well as unrealised intra-group profits are eliminated. The 
financial statements used for consolidation have been prepared 
applying the Group’s accounting policies.

Group enterprises’ financial statement items are recognised in 
full in the consolidated financial statements. 

Minority interests’ pro rata shares of profit/loss and the net 
assets are disclosed as separate items in the income statement 
and the balance sheet, respectively. 

Investments in group enterprises are offset at the pro rata share 
of such group enterprises’ net assets at the acquisition date, 
with net assets having been calculated at fair value.

Business combinations
Newly acquired or newly established enterprises are recognised 
in the consolidated financial statements from the time of 
acquiring or establishing such enterprises. Newly established 
enterprises become part of the consolidation from and 
including the financial year in which the commercial activity 
was initiated. Divested or wound-up enterprises are recognised 
in the consolidated income statement up to the time of their 
divestment or wind-up.

The purchase method is applied at the acquisition of new 
enterprises, under which identifiable assets and liabilities of 
these enterprises are measured at fair value at the acquisition 
date. On acquisition of enterprises, provisions are made for 
costs relating to decided and published restructurings in the 
acquired enterprise. Allowance is made for the tax effect of 
restatements.

Positive differences in amount (goodwill) between cost of the 
acquired investment and fair value of the assets and liabilities 
acquired are recognised under intangible assets, and they 
are amortised systematically in the income statement based 
on an individual assessment of their useful lives. Negative 
differences in amount (negative goodwill), corresponding to 
an estimated adverse development in the relevant enterprises, 
are recognised in the balance sheet under current liabilities 
other than provisions, and they are recognised in the income 
statement as such adverse development is realised. Goodwill 
as well as negative goodwill are amortised over five years.

Profits or losses from fixed asset divestments
Profit or loss from divestment or winding-up of group 
enterprises is calculated as the difference between selling price 
or settlement price and carrying amount of the net assets at the 
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time of divestment or winding-up, inclusive of non-amortised 
goodwill and estimated divestment or winding-up expenses. 
Profits and losses are recognised in the income statement 
under other operating income or other operating expenses.

Foreign currency translation
On initial recognition, foreign currency transactions are translated 
applying the exchange rate at the transaction date. Receivables, 
payables and other monetary items denominated in foreign 
currencies that have not been settled at the balance sheet date 
are translated using the exchange rate at the balance sheet 
date, or at the rate at which the amounts are hedged. Exchange 
differences that arise between the rate at the transaction date 
and the rate in effect at the payment date or the rate at the 
balance sheet date are recognised in the income statement as 
financial income or financial expenses. Fixed assets purchased in 
foreign currencies are translated using historical rates.

Derivatives
On initial recognition in the balance sheet, derivatives are 
measured at cost and subsequently at fair value. Derivatives are 
recognised as a separate item under receivables and current 
liabilities other than provisions.

Changes in the fair value of derivatives classified as and 
complying with the requirements for hedging of the fair value 
of a recognised asset or a recognised liability are recorded in 

the income statement together with changes in the value of the 
hedged asset or the hedged liability.

Changes in the fair value of derivatives classified as and 
complying with the requirements for hedging future transactions 
are taken directly to equity. When the hedged transactions are 
realised, the accumulated changes are recognised as part of 
cost of the relevant financial statement items.

For derivatives that do not qualify as hedging instruments, 
changes in fair value are recognised currently in the income 
statement as financial income or financial expenses.

Income statement
Measurement and recognition
Basic freight income is recognised proportionately according 
to the ships’ position for the shipments in progress at financial 
year-end. Other income includes services invoiced during the 
year. Expenses are taken to the income statement in the period 
in which they are incurred. 

Depreciation
Items of property, plant and equipment are depreciated 
straight-line over their expected useful lives. In special cases, 
additional revaluation and write-down for impairment are 
effected.
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Depreciation is based on the following evaluation of the useful 
lives of property, plant and equipment:
- Ships 10-20 years
- Buildings 5-30 years
-  Transport equipment, harbour boats,  

machinery and fixtures  3-10 years

Fixed assets held under finance leases are depreciated under 
the same principles as apply to own assets of the same type. 

Assets costing less than DKK 50,000 are recognised in the year 
of acquisition.

Profits and losses from the sale of property, plant and 
equipment are calculated as the difference between selling 
price less selling costs and the carrying amount at the time 
of sale. Profit or loss is recognised in the income statement 
together with depreciation and impairment losses.

Income from investments  
in group enterprises and associates
The proportionate share of the individual group enterprises’ 
pre-tax profits or losses after elimination of unrealised intra-
group profits and losses and plus or minus amortisation of 
positive, or negative, goodwill on consolidation is recognised in 
the Parent’s income statement. The share of group enterprises’ 
tax is recognised under tax on profit for the year.

The pro rate share of associates’ profit after tax is recognised in 
the consolidated income statement.

Financial income and expenses
These items comprise interest income and expenses, the 
interest portion of finance lease payments, realised and 
unrealised capital gains and losses on securities, payables 
and transactions in foreign currencies as well as mortgage 
amortisation premium relating to collateral debt and mortgage 
debt.

Financial income and expenses subject to a different term than 
the financial year must be accrued accordingly.

Extraordinary items
These items comprise income and expenses which stem from 
events outside the Group’s ordinary activities, and which are 
therefore expected to be non-recurring.

Income taxes
Tax for the year comprising current tax and changes in deferred 
tax is recognised in the income statement together with any 
adjustments concerning previous years.

Current tax liabilities are recognised in the balance sheet stated 
as tax computed on the taxable income for the year.

Changes in deferred tax resulting from changed tax rates are 
recognised in the income statement.

Tax is calculated at the rate of 25% of Danish income, and at 
the rate of 31.8% of Greenlandic income.

Balance sheet
Intangible assets
Intangible assets are measured at cost less amortisation and 
impairment losses. Amortisation is made straight-line over five 
years.

Property, plant and equipment
Property, plant and equipment are measured at cost plus 
revaluation and less accumulated depreciation and impairment 
losses. 

Cost comprises the acquisition price, costs directly attributable 
to the acquisition, and preparation costs of the asset until the 
time when it is ready to be put into operation.

Interest on capital used in the production period to make 
advance payments for new shipbuilding contracts is included 
in the acquisition price of the asset for which the advance 
payment is made.

Assets held under finance leases that are material to the 
financial position are recognised in the balance sheet at the 
value which initially corresponds to the present value of the 
minimum payments stipulated in the agreements. However, 
estimated fair value is used if this is deemed significantly lower. 
At financial year-end, the assets are measured under the same 
principles that apply to own assets of the same type.

Leasehold improvements are included under land and 
buildings.

Property, plant and equipment are written down to the lower of 
recoverable amount and carrying amount. 

Costs for maintenance carried out in connection with ordinary 
ship’s class docking are recognised in the income statement at 
when incurred.

Investments in group enterprises and associates
Investments in group enterprises and associates are recognised 
and measured under the equity method. This means that, in the 
balance sheet, investments are measured at the pro rata share 
of the enterprises’ equity value plus or minus unamortised 
positive, or negative, goodwill on consolidation and plus or 
minus unrealised intra-group profits or losses. 

Group enterprises and associates with negative equity value are 
measured at nil, and any receivables from these enterprises are 
written down by the Parent’s share of such negative equity 
value if it is deemed irrecoverable. If the negative equity value 
exceeds the amount receivable, the remaining amount is recog-
nised under provisions if the Parent has a legal or constructive 
obligation to cover the liabilities of the relevant enterprise.
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Net revaluation of investments in group enterprises and 
associates is taken to reserve for net revaluation according to 
the equity method if the carrying amount exceeds cost.

The purchase method is applied in the acquisition of group 
enterprises; see above description under consolidated financial 
statements. 

Inventories
Inventories are measured at the lower of cost applying the FIFO 
method and net realisable value. 

Receivables
Receivables are measured at amortised cost, usually equalling 
nominal value less write-downs for bad debts.

Prepayments
Prepayments comprise incurred costs relating to subsequent 
financial years. Prepayments are measured at amortised cost 
which usually corresponds to nominal value.

Other investments
Securities recognised under current assets comprise listed 
bonds and investments measured at fair value (quoted price) 
at the balance sheet date. Unrealised gains and losses are 
recognised in the income statement.

Equity
Dividend is recognised as a liability at the time of adoption at 
the Annual General Meeting. Any dividend proposed for the 
financial year is disclosed as a separate item in equity. 

Provisions
Warrant commitments include commitments with respect to 
maritime law. 

Deferred tax is recognised and measured applying the liability 
method to all temporary differences between the carrying 
amount and tax-based value of assets and liabilities. The tax-
based value of the assets is calculated based on the planned 
use of each asset. 

Deferred tax is measured based on the tax regulations and tax 
rates of the relevant countries that will be in effect according 
to law at the balance sheet date when the deferred tax is 
estimated to be triggered as current tax. 

Deferred tax is calculated at the rate of 25% of Danish income, 
and at the rate of 31.8% of Greenlandic income.

Mortgage debt
At the time of borrowing, mortgage debt is measured at cost 
which corresponds to the proceeds received less transaction 
costs incurred. The mortgage debt is subsequently measured 
at amortised cost which corresponds to the capitalised value 
applying the effective interest method.

Lease commitments
Lease commitments relating to assets held under finance 
leases are recognised in the balance sheet as liabilities 
other than provisions and are measured at amortised cost 
subsequent to initial recognition. The interest portion of lease 
payments is recognised over the term of the contracts as 
financial expenses in the income statement.

If the lease payment is agreed to be made in a foreign 
currency, the rate of the liability is adjusted according to the 
same principles that apply to other outstanding amounts 
denominated in foreign currencies.

Other financial liabilities
Other financial liabilities are recognised at amortised cost which 
usually corresponds to nominal value.

Deferred income
Deferred income comprises received income for recognition 
in subsequent financial years. Deferred income is measured at 
amortised cost which usually corresponds to nominal value.

Cash flow statement
The cash flow statement of the Group is presented using the 
indirect method and shows cash flows from operating, investing 
and financing activities as well as the Group’s cash and cash 
equivalents at the beginning and the end of the financial year. 

Cash flows from acquisition and divestment of enterprises are 
shown separately under cash flows from investing activities. 
Cash flows from acquired enterprises are recognised in the 
cash flow statement from the time of their acquisition, and cash 
flows from divested enterprises are recognised up to the time of 
divestment. 

Cash flows from operating activities are calculated as the 
operating profit/loss adjusted for non-cash operating items, 
working capital changes and income taxes paid.

Cash flows from investing activities comprise payments in 
connection with acquisition and divestment of enterprises 
and activities as well as acquisition and sale of intangible 
assets, property, plant and equipment as well as fixed asset 
investments.

Cash flows from financing activities comprise changes in the 
size or composition of the Group’s share capital and related 
costs as well as the raising of loans, instalments on interest-
bearing debt, and payment of dividend.

Cash and cash equivalents comprise cash and short-term 
securities with an insignificant price risk less short-term bank 
debt.
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Royal Arctic Line A/S Royal Arctic Group

DKK ‘000 2010 2009 2010 2009

Revenue

Income from concessioned cargo 555,900  544,695 560,952  549,592 

Income from non-concessioned cargo 120,369  94,505 199,800  169,615 

Revenue  676,269  639,200  760,752  719,207 

Other operating income 4,520  4,520 70,128  70,128 

1 Total income  680,789  643,720  830,880  789,335 

Expenditures

2 Cargo-related expenditures (29,290) (28,881) (45,635) (42,664)

Gross profit  651,499  614,839  785,245  746,671 

Ships (145,177) (124,559) (176,267) (158,798)

Ports (5,597) (5,454) (5,658) (5,461)

Terminals (111,675) (102,902) (105,357) (100,463)

Container operations (45,608) (50,977) (30,170) (34,940)

Sales and administration (40,886) (36,169) (59,419) (53,133)

3 Staff (201,005) (197,579) (290,751) (286,572)

4 Amortisation, depreciation and impairment losses, assets (69,761) (73,435) (78,586) (82,577)

Total expenditures (619,709) (591,075) (746,208) (721,944)

Operating profit 31,790 23,764 39,037 24,727

5 Income from investments in group enterprises after tax 6,529  2,149 1,218 -

5 Income from investments in associates after tax 1,318 (273) 1,401 (90)

Profit before financial income/expenses (EBIT) 39,637 25,640 41,656 24,637

Financial income and expenses

6 Financial income  4,089  3,831  3,849  3,905 

6 Financial expenses (4,468) (5,985) (4,398) (5,537)

Profit before tax  39,258  23,486  41,107  23,005 

Income taxes

7 Tax on profit for the year (10,575) (4,975) (12,366) (5,368)

Profit for the year  28,683  18,511  28,741  17,637 

Minority shareholders’ share of profit of group enterprises 0 0 (58)  874 

Profit for the year  28,683  18,511  28,683  18,511 

Proposed distribution of profit

Proposed dividend for the financial year 0 0 
Transfer to reserve for net revaluation according to the equity 
method

 1,847 (6,124)

Retained earnings  26,836  24,635 

Total  28,683  18,511 

Income statement



29

Assets at 31 December

Royal Arctic Line A/S Royal Arctic Group

DKK ‘000 2010 2009 2010 2009

Fixed assets

Intangible assets

Goodwill on consolidation 0 0 650 0

8 Total intangible assets 0 0 650 0

Property, plant and equipment

Ships 146,061 173,953 146,994 178,408

Buildings 89,657 93,608 94,465 98,890

Transport equipment, harbour boats, machinery and fixtures 86,179 103,108 101,948 121,023

Assets under construction 2,603 5,680 2,603 5,870

Transport equipment held under finance leases 0 0 129 0

9 Total property, plant and equipment 324,500 376,349 346,139 404,191

Fixed asset investments

Investments in group enterprises 49,546 43,817 0 0

Investments in associates 7,151 5,583 8,711 7,059

Receivables from associates 7,000 8,000 7,000 8,000

Securities 4,298 4,298 4,298 4,298

Deferred tax assets 0 0 1,221 2,304

10 Total fixed asset investments 67,995 61,698 21,230 21,661

0

Total fixed assets 392,495 438,047 368,019 425,852

Omsætningsaktiver

Inventories and operating stock

Operating stock 18,679 15,851 20,842 18,009

Total inventories and operating stock 18,679 15,851 20,842 18,009

Receivables

11 Trade receivables 48,412 35,920 59,104 47,815

Value of shipments in progress 3,973 4,213 3,973 4,213

Receivables from group enterprises 7,217 12,479 0 0

Receivables from associates 3,723 1,408 5,302 1,408

12 Unpaid cash on delivery consignments 1,816 4,634 1,921 4,738

Other outstanding payments 1,286 1,178 2,797 1,391

Prepayments 1,876 4,834 1,969 4,840

Derivative financial instruments 257 0 257 0

Total receivables 68,560 64,666 75,323 64,405

Cash and cash equivalents

13 Cash and cash equivalents 219,821 164,630 249,440 180,870

Total current assets 307,060 245,147 345,605 263,284

Total assets 699,555 683,194 713,624 689,136
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Equity and liabilities at 31 December

Royal Arctic Line A/S Royal Arctic Group 

DKK ‘000 2010 2009 2010 2009

Equity

14 Share capital 120,000 120,000 120,000 120,000

Reserve for net valuation according to the equity method:

- Group enterprises 37,437 36,908 0 0

- Associates 2,149 831 3,275 1,874

Proposed dividend for the financial year 0 0 0 0

Retained earnings 279,683 252,590 315,994 288,455

Total equity 439,269 410,329 439,269 410,329

Minority interests

15 Minority shareholders’ share of equity 0 0 2,173 4,387

Total minority interests 0 0 2,173 4,387

Provisions

Guarantee commitments 516 741 546 791

7 Deferred tax 91,359 88,410 92,642 89,946

Total provisions 91,875 89,151 93,188 90,737

Liabilities other than provisions

Non-current liabilities other than provisions

Collateral debt in ships 31,739 40,669 31,739 40,669

Mortgage debt 23,320 24,478 23,320 24,478

Finance leases 0 0 93 0

16 Total non-current liabilities other than provisions 55,059 65,147 55,152 65,147

Current liabilities other than provisions

16
Next year’s instalments on  
non-current liabilities other than provisions

 
10,299

 
10,251

 
10,334

 
10,251

Prepayments received from customers 0 0 167 0

17 Trade payables 28,109 30,344 36,229 38,044

Payables to group enterprises 21,597 27,305 0 0

Income taxes 7,670 7,616 8,366 7,964

18 Other payables 45,677 43,051 68,746 62,277

Current liabilities other than provisions 113,352 118,567 123,842 118,536

Total liabilities other than provisions 168,411 183,714 178,994 183,683

Total equity and liabilities 699,555 683,194 713,624 689,136

23 Assets charged

24  Lease and rental commitments
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Statement of changes in equity
 
 
DKK ‘000

Share  
capital 

Reserve for net 
 revaluation of 

investments

Dividend 
 

Retained 
earnings 

Total 
equity 

Royal Arctic Line A/S

Equity at 1 January 2010 120,000 37,739 0 252,590 410,329

Profit for the year 1,847 26,836 28,683

Fair value adjustment of hedging instruments 257 257

Equity at 31 December 2010 120,000 39,586 0 279,683 439,269

Equity at 1 January 2009 120,000 43,863 0 227,298 391,161

Profit for the year (6,124) 24,635 18,511

Fair value adjustment of hedging instruments 657 657

Equity at 31 December 2009 120,000 37,739 0 252,590 410,329

Royal Arctic Group

Equity at 01 January 2010 120,000 1,874 0 288,455 410,329

Profit for the year 1,401 27,282 28,683

Fair value adjustment of hedging instruments 257 257

Equity at 31 December 2010 120,000 3,275 0 315,994 439,269

Equity at 1 January 2009 120,000 1,964 0 269,197 391,161

Profit for the year (90) 18,601 18,511

Fair value adjustment of hedging instruments 657 657

Equity at 31 December 2009 120,000 1,874 0 288,455 410,329
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Cash flow statement

Royal Arctic Line A/S Royal Arctic Group 

DKK ‘000 2010 2009 2010 2009

Cash flows from operating activities

Operating profit 31,790 23,764 39,037 24,727

Amortisation, depreciation and impairment losses 69,761 73,435 78,586 82,577

Dividends from group enterprises 6,000 8,000 0 0

Net interest (379) (2,154) (549) (1,632)

7 Income taxes paid (7,572) (3,049) (8,195) (3,661)

19 Working capital changes (12,007) 16,139 (8,876) 6,008

Cash flows from operating activities 87,593 116,135 100,003 108,019

Cash flows from investing activities

10,20 Investments (19,420) 72,785 (22,331) 69,011

Fixed asset divestments 1,508 1,779 1,960 3,969

Net investments in group enterprises and associates (5,450) 0 (2,150) 0

Loan capital, group enterprises and associates. 1,000 1,000 1,000 1,000

Cash flows from investing activities (22,362) 75,564 (21,521) 73,980

Cash flows from financing activities

21 Loans raised during the year 0 567 158 567

22 Instalments for the year (10,040) (12,210) (10,070) (12,210)

Dividend paid 0 0 0 0

Cash flows from financing activities (10,040) (11,643) (9,912) (11,643)

Increase/decrease in cash and cash equivalents 55,191 180,055 68,570 170,355

Cash and cash equivalents at beginning of year 164,630 (15,425) 180,870 10,515

Cash and cash equivalents at year-end 219,821 164,630 249,440 180,870

Composed as follows:

13 Cash and cash equivalents 219,821 164,630 249,440 180,870

Bank debt 0 0 0 0

Total 219,821 164,630 249,440 180,870
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Royal Arctic Line A/S Royal Arctic Group 

Unless otherwise indicated, amounts are given in DKK ‘000. 2010 2009 2010 2009

1 Total revenue

Company revenue derives from transport services between Greenland, Canada, Iceland and Denmark, between towns in 
Greenland, transport to and from port, stevedore services and related services.

Revenue is divided into income from concessioned sea transport and other, non-concessioned income.

Other operating income is made up of the Government of Greenland’s payment for the service contract entered into with 
Royal Arctic Bygdeservice A/S.

2 Cargo-related expenditures

These relate to costs that are directly incurred in order to generate income, and primarily relate to costs for transport to and 
from ports and commission to Royal Arctic Linieagentur A/S.

3 Staff costs

Staff costs can be specified as follows:

Wages and salaries 174,186 169,275 256,322 249,722

Pension contributions and social security costs 24,949 25,766 32,365 34,044

Other staff costs 1,870 2,538 2,064 2,806

Total staff costs 201,005 197,579 290,751 286,572

Executive Board 2,509 2,538

Board of Directors 644 750

Total remuneration 3,153 3,288

Average number of full-time employees 622 634 795 818

Number of employees at year-end 606 626 780 797

Year-end headcount of trainees 63 73 63 73

Total number of Royal Arctic Line A/S staff (at year-end) hired out to

Royal Arctic Bygdeservice A/S 27 31

Arctic Umiaq Line A/S 27 25

Arctic Base Supply A/S 1 0

4 Amortisation, depreciation and impairment losses on fixed assets

Ships 43,845 45,595 47,368 49,118

Buildings 4,874 4,696 5,404 5,205

Transport equipment, harbour boats, machinery and fixtures 21,954 24,770 26,590 29,873

Transport equipment held under finance leases 0 0 29 0

Goodwill on consolidation 0 0 163 0

Profit/loss from sale of fixed assets (912) (1,626) (968) (1,619)

Total amortisation, depreciation and impairment losses 69,761 73,435 78,586 82,577

Notes
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5 Income from investments in group enterprises and associates after tax

Income from investments in group enterprises after tax

Royal Arctic Logistics A/S 6,974 0

Arctic Container Operation A/S 0 (3,496)

Royal Arctic Linieagentur A/S 0 6,270

Royal Arctic Bygdeservice A/S (445) (625)

Divestment of shares in Aalborg Stevedore Company A/S 0 0 1,218 0

Total, income from investments in group enterprises 6,529 2,149 1,218 0

Income from investments in associates after tax

Ejendomsselskabet Suliffik A/S 0 208 0 208

Arctic Umiaq Line A/S 0 (745) 0 (745)

Aalborg Toldoplag A/S 0 0 91 184

Nordjysk Kombi Terminal A/S 0 0 (8) 0

Royal Arctic Tankers A/S 94 264 94 264

Arctic Base Supply A/S 1,224 0 1,224 0

Total, income from investments in associates 1,318 (273) 1,401 (90)

6 Financial income and expenses

Total financial expenses 4,089 3,831

Of this, interest income from group enterprises 617 289

Total financial expenses (4,468) (5,985)

Of this, interest expenses from group enterprises (229) (383)

7 Income taxes

The income tax expensed is composed as follows:

Royal Arctic Line A/S

Current tax, Greenland 7,670 7,847 7,670 7,847

Deferred tax, Greenland 2,949 (2,872) 2,949 (2,872)

Adjustment concerning previous years (44) 0 (44) 0

Group enterprises

Current tax, Greenland 252 605

Current tax, Denmark 2,129 222

Adjustment for previous years 0 0

Deferred tax, Greenland (460) (488)

Deferred tax, Denmark (130) 54

Tax on profit for the year 10,575 4,975 12,366 5,368

Income tax 7,572 3,049 8,195 3,661

Total tax paid 7,572 3,049 8,195 3,661

Reconciliation of income tax rate:

Greenlandic income tax rate 31.8% 31.8% 31.8% 31.8%

Double taxed increase in value in group enterprises 0.4% (7.9%) 0.4% (8.1%)

Difference in income tax rate for group enterprises (5.3%) (2.9%) (2.1%) (0.6%)

Other income tax rate, minority shares 0.0% 0.0% (0.4%) 0.3%

Other, including non-deductible costs 0.1% 0.1% 0.1% 0.1%

Effective income tax rate for the year 27.0% 21.1% 29.8% 23.5%

Notes

Royal Arctic Line A/S Royal Arctic Group 

DKK ‘000 2010 2009 2010 2009
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Provision for deferred tax is due to
tax depreciation exceeding book depreciation
and is composed as follows:

Provisions at beginning of year 88,410 90,380 89,946 91,972

Provisions for the year 2,949 (2,893) 2,696 (2,949)

Adjustment between deferred and current tax in respect of 2008 0 923 0 923

Provisions at year-end 91,359 88,410 92,642 89,946

Deferred tax is incumbent on the following financial statement items:

Property, plant and equipment 79,653 77,277 81,089 78,903

Fixed asset investments 12,589 12,001 12,589 12,001

Current assets (718) (633) (796) (648)

Non-current liabilities other than provisions (165) (235) (240) (310)

Other 91,359 88,410 92,642 89,946

Total 

8 Immaterielle anlægsaktiver

Goodwill on consolidation

Cost

Additions for the year 0 0 813 0

Cost at year-end 0 0 813 0

Amortisation and impairment losses

Amortisation and impairment losses for the year 0 0 163 0

Amortisation and impairment losses at year-end 0 0 163 0

Carrying amount at year-end 0 0 650 0

9 Materielle anlægsaktiver

Ships  

Cost

Cost at beginning of year 761,791 761,791 775,986 775,986

Additions for the year 15,953 0 15,953 0

Cost at year-end 777,744 761,791 791,939 775,985

Depreciation and impairment losses

Depreciation and impairment losses at beginning of year 587,838 542,243 597,577 548,459

Depreciation and impairment losses for the year 43,845 45,595 47,368 49,118

Depreciation and impairment losses at year-end 631,683 587,838 644,945 597,577

Carrying amount at year-end 146,061 173,953 146,994 178,408

Royal Arctic Line A/S Royal Arctic Group 

DKK ‘000 2010 2009 2010 2009
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Buildings  

Cost

Cost at beginning of year 148,228 143,161 154,601 149,379

Additions for the year 923 5,087 978 5,242

Disposals for the year 0 (20) 0 (20)

Cost at year-end 149,151 148,228 155,579 154,601

Depreciation and impairment losses

Depreciation and impairment losses at beginning of year 54,620 49,924 55,710 50,505

Depreciation and impairment losses for the year 4,874 4,696 5,404 5,205

Depreciation and impairment losses at year-end 59,494 54,620 61,114 55,710

Carrying amount at year-end 89,657 93,608 94,465 98,890

Transport equipment, harbour boats, machinery and fixtures

Cost

Cost at beginning of year 313,145 239,886 371,128 294,757

Additions for the year 5,621 15,651 8,507 19,175

Disposals for the year (5,218) (10,430) (6,338) (10,843)

Re-classification from transport equipment held under finance leases 0 68,038 11,454 68,038

Cost at year-end 313,548 313,145 384,751 371,128

Revaluation

Revaluation at beginning of year 0 0 1,500 1,500

Revaluation at year-end 0 0 1,500 1,500

Depreciation and impairment losses

Depreciation and impairment losses at beginning of year 210,037 128,835 251,605 164,564

Depreciation and impairment losses for the year 21,954 24,770 26,590 30,875

Depreciation and impairment losses regarding  
disposals for the year

 
(4,622)

 
(10,297)

 
(5,346)

 
(10,563)

Re-classification from transport equipment  
held under finance leases

 
0

 
66,729

 
11,454

 
66,729

Depreciation and impairment losses at year-end 227,369 210,037 284,303 251,605

Carrying amount at year-end 86,179 103,108 101,948 121,023

Assets under construction

Ships 1,747 5,680 1,747 5,680

Buildings 169 0 169 0

Transport equipment, harbour boats, machinery and fixtures 687 0 687 190

Total 2,603 5,680 2,603 5,870

Notes
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Transport equipment held under finance leases

Cost

Cost at beginning of year 0 68,038 11,454 82,549

Additions for the year 0 0 158 0

Disposals for the year 0 0 0 (3,057)

Re-classification to transport equipment,  
harbour boats, machinery and fixtures

 
0

 
(68,038)

 
(11,454)

 
(68,038)

Cost at year-end 0 0 158 11,454

Depreciation and impairment losses

Depreciation and impairment losses at beginning of year 0 66,729 11,454 79,186

Depreciation and impairment losses for the year 0 0 29 0

Depreciation and impairment losses regarding disposals 0 0 0 (1,003)

Re-classification to transport equipment,  
harbour boats, machinery and fixtures

 
0

 
(66,729)

 
(11,454)

 
(66,729)

Depreciation and impairment losses at year-end 0 0 29 11,454

Carrying amount at year-end 0 0 129 0

Total property, plant and equipment 324,500 376,349 346,139 404,191

Assets charged, see note 22

10 Fixed asset investments

Investments in group enterprises

Cost

Cost at beginning of year 6,909 6,909 0 0

Additions for the year:

Acquisition of 20% minority in Arctic Container Operation A/S 5,200 0 0 0

Royal Arctic Logistics A/S 45,107 0 0 0

Disposals for the year:

Arctic Container Operation A/S (19,048) 0 0 0

Royal Arctic Linieagentur A/S (26,059) 0 0 0

Cost at year-end 12,109 6,909 0 0

Revaluation and impairment losses

Revaluation and impairment losses at beginning of year 36,908 42,759 0 0

Share of profit for the year 6,529 2,149 0 0

Dividend paid (6,000) (8,000) 0 0

Revaluation and impairment losses at year-end 37,437 36,908 0 0

Carrying amount at year-end 49,546 43,817 0 0
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Investments in associates

Cost

Cost at beginning of year 4,752 4,752 5,184 5,184

Arctic Base Supply A/S 250 0 250 0

Disposals for the year 0 0 0 0

Cost at year-end 5,002 4,752 5,434 5,184

Revaluation and impairment losses

Revaluation and impairment losses at beginning of year 831 1,104 1,876 1,966

Share of profit for the year 1,318 (273) 1,401 (90)

Impairment losses 0 0 0 0

Revaluation and impairment losses at year-end 2,149 831 3,277 1,876

Carrying amount at year-end 7,151 5,583 8,711 7,059

Ejendomsselskabet Suliffik A/S, Nuuk, 30.3% ownership interest 4, 385 4,385 4,385 4,385

Arctic Umiaq Line A/S, 50% ownership interest 182 182 182 182

Aalborg Toldoplag A/S, Aalborg, 40% ownership interest 0 0 1,337 1,245

Nordjysk Kombi Terminal A/S, Aalborg, 50% ownership interest 0 0 223 231

Royal Arctic Tankers A/S, 50% ownership interest 1,110 1,016 1,110 1,016

Arctic Base Supply A/S, 50% ownership interest 1,474 0 1,474 0

Carrying amount at year-end 7,151 5,583 8,711 7,059

Receivable from associates

Cost

Cost at beginning of year 8,000 9,000 8,000 9,000

Cost at year-end 8,000 9,000 8,000 9,000

Revaluation and impairment losses

Changes during the year (1,000) (1,000) (1,000) (1,000)

Revaluation and impairment losses at year-end (1,000) (1,000) (1,000) (1,000)

Carrying amount at year-end 7,000 8,000 7,000 8,000

Securities

Cost

Cost at beginning of year 4,298 4,294 4,298 4,294

Additions for the year 0 4 0 4

Cost at year-end 4,298 4,298 4,298 4,298

Carrying amount at year-end 4,298 4,298 4,298 4,298

Notes
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Deferred tax assets

Cost

Cost at beginning of year 0 0 2,304 364

Addition for the year 0 0 0 1,940

Disposal for the year 0 0 (1,083) 0

Cost at year-end 0 0 1,221 2,304

Carrying amount at year-end 0 0 1,221 2,304

Total fixed asset investments 67,995 61,698 21,230 21,661

11 Trade receivables

Apart from freight income, trade receivables include duties collected on behalf of the Government of Greenland. These 
duties are collected together with the freight.

12 Unpaid cash on delivery consignments

For certain consignments, a cash on delivery amount is collected together with the freight. This amount is
part of the total receivables, but is shown separately.

13 Cash and cash equivalents/bank debt

Of which USD 325 (26)

Of which EUR 689 3

Omregnet til statusdagens kurser giver dette DKK 6,962 (115)

14 Share capital 

Share capital is not divided into classes.

Share capital consists of one share at DKK 80m and one share at DKK 40m.

Share capital has not been changed in the last five years.

15 Minority shareholders’ share of equity

Minority shareholders’ share of equity at beginning of year 4,387 5,261

Acquisition of 20% minority in Arctic Container Operation A/S (4,387) 0

Divestment of shares in Aalborg Stevedore Company A/S 2,115 0

Share of profit for the year 58 (874)

Minority shareholders’ share of equity at year-end 2,173 4,387
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Notes

16 Non-current liabilities other than provisions

Non-current liabilities are payable as follows:

Current portion of collateral debt in ships 9,068 9,068 9,068 9,068

Current portion of mortgage debt 1,231 1,183 1,231 1,183

Current portion of lease commitments 0 0 35 0

Current portion of long-term bank debt 0 0 0 0

Total short-term portion 10,299 10,251 10,334 10,251

Total long-term portion 55,059 65,147 55,152 65,147

Total nominal value 65,847 76,098 65,882 76,098

Payable after more than five years (amortised cost)

Collateral debt in ships 0 4,534 0 4,534

Mortgage debt 17,225 18,670 17,225 18,670

Total amortised cost 17,225 23,204 17,225 23,204

17 Trade payables

Includes the value unpaid of cash on  
delivery consignments in the amount of

 
(1,816)

 
(4,634)

18 Other payables

Includes non-due duties to Danish and  
Greenlandic authorities of

 
1,710

 
(723)

Payable items relating to wages and salaries 31,611 32,215

Payable costs 12,356 11,558

19 Working capital changes

Increase/decrease in receivables (3,637) (2,359) (10,661) 17,437

Increase/decrease in operating stocks (2,828) (3,801) (2,833) (4,218)

Increase/decrease in provisions (225) 54 (245) 54

Increase/decrease in trade payables (2,235) 4,912 (1,815) 698

Increase/decrease in other debt etc (3,082) 17,333 6,678 (7,963)

Total working capital changes (12,007) 16,139 (8,876) 6,008

20 Investments

Investments in ships 15,953 0 15,953 0

Investments in buildings 923 5,087 978 5,242

Investment in other fixed assets 5,621 15,651 8,507 19,175

Investments in lease agreement 0 0 158 0

Change in assets under construction (3,077) (93,527) (3,267) (93,337)

Total investments 19,420 (72,785) 22,331 (68,920)
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21 Loans raised during the year

Loans raised, collateral debt in ships 0 0 0 0

Loans raised, mortgage debt 0 567 0 567

Incurrence of lease commitments 0 0 158 0

Loans raised, bank debt 0 0 0 0

Total loans raised during the year 0 567 158 567

22 Instalments for the year

Instalments for the year, collateral debt in ships 8,930 9,050 8,930 9,050

Instalments for the year, mortgage debt 1,110 1,062 1,110 1,062

Instalments on lease commitments 0 0 30 0

Instalments, bank debt 0 2,098 0 2,098

Total instalments for the year 10,040 12,210 10,070 12,210

23 Assets charged

The carrying amount of assets charged is:

Ships 146,061 173,953 146,061 173,953

Buildings 46,948 49,833 46,948 49,833

24 Lease and rental commitments

In addition to the on-balance sheet liabilities, the Company has the following, significant liabilities:

Containers expiring in 2013 and  
a total payment of USD 6.5m, equivalent to DKK:

 
45,137

 
31,934

 
45,137

 
31,934

of which USD 2.7m, equivalent to DKK 15,102m, falls due in 2011

Lease agreements that may be terminated at the end of 
2011 with annual payments of:

 
12,186

 
11,622

 
12,186

 
11,622

Lease agreements that may be terminated at the end of 
2013 with annual payments of:

 
0

 
16,500

Lease agreements that may be terminated at the end of 
2022 with annual payments of:

 
10,700

 
0

Royal Arctic Logistics A/S has provided a rent payment guarantee of: 6,200 0

The Company has provided an unlimited guarantee for an 
overdraft facility for Arctic Container Operation A/S of:

 
0

 
10,000

The Company has provided an unlimited guarantee for an 
overdraft facility for Aalborg Stevedore Company A/S of:

 
0

 
2,000
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25 Fees to auditors appointed by the Annual General Meeting
Fees to the auditors appointed by the Annual General Meet-
ing are recognised in the annual report as follows:
Audit of the annual report 825 855 1,197 1,284

Adjustment for previous years 70 182 127 182

895 1,037 1,324 1,466

Advisory and other assistance 456 367 610 500

Total 1,351 1,404 1,934 1,966

26 Related parties

Related parties include members of the Company’s Board of Directors, the Company’s sole shareholder, The Government 
of Greenland and companies in which the above have a controlling interest or significant influence. 

There have been no significant related party transactions during the year and trading with companies in which the  
Government of Greenland has a controlling interest was in the nature of normal trade.

Management remuneration is disclosed in note 3.

All related party transactions have been conducted on an arm’s length basis.

27 Executive functions

The Board of Directors’ and the Executive Boards’ executive functions in public limited companies, apart from wholly owned 
group enterprises:

Kristian Frederik Lennert
 Executive Officer of Inuplan A/S
 Vice-Chairman of Grønlandsbanken A/S
 Member of the Board of Directors of Nuna Consult A/S Ingeniørit Siunnersuisartut

Bent Østergaard
 Chairman of the Board of Directors of J. Lauritzen A/S
 Chairman of the Board of Directors of DFDS A/S
 Chairman of the Board of Directors of Kayxo A/S
 Chairman of the Board of Directors of Frederikshavn Maritime Erhvervspark A/S
 Chairman of the Board of Directors of Nanonord A/S
 Chairman of the Board of Directors of Cantion A/S
 Member of the Board of Directors of Millionbrains A/S
 Member of the Board of Directors of Mama Mia Holding A/S
 Member of the Board of Directors of COMENXA A/S

Ole Frie
 Chairman of the Board of Directors of Fredericia Shipping A/S
 Chairman of the Board of Directors of H.E. Jørgensen  A/S
 Chairman of the Board of Directors of H.E. Jørgensen Ringsted A/S
 Chairman of the Board of Directors of ICT Logistics A/S
 Chairman of the Board of Directors of Iron Mountain A/S
 Chairman of the Board of Directors of DKC Transport A/S
 Member of the Board of Directors of Nyherji A/S
 Member of the Board of Directors of Applicon A/S
 Member of the Board of Directors of Dansupport A/S

Jens Andersen
 Chairman of the Board of Directors of Royal Arctic Tankers A/S
 Chairman of the Board of Directors of Ejendomsselskabet “Posthuset” A/S
 Member of the Board of Directors of Arctic Umiaq Line A/S

Notes
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Corporate Governance  
of Royal Arctic Line
The corporate governance of Royal Arctic Line follows the 
guidelines defined by its owner, the Government of Greenland. 
A work group under the former home rule previously 
prepared a set of guidelines for corporate governance. The 
recommendations are divided into eight items based on 
the Danish Nørby Committee’s conclusions on corporate 
governance. Royal Arctic Line currently implements the 
recommendations of the Government of Greenland.

I.  Shareholders’ role and  
interaction with Corporate Management 

  Royal Arctic Line maintains close dialogue with the owner’s 
representatives – Naalakkersuisut and the Department 
of Housing and Infrastructure. All major decisions are 
submitted for comments with owner representatives prior 
to implementation, and rates and the master sailing list 
are approved by the owner representatives every year. 
The owner also receives quarterly reports and financial 
highlights from Royal Arctic Line. Moreover, the entire 
Inatsisartut (Greenlandic Parliament) is invited to a dialogue 
meeting every year.

II.  Stakeholders’ role and  
significance to the Company

  Vision, mission, values and strategy are all key tools in 
the day-to-day management of Royal Arctic Line. All the 
tools have the stakeholders in eye. Moreover, these overall 
guidelines are supported by a wide range of policies, 
such as an environmental policy, safety procedures, an 
equality policy, IT policy, policies against violence, bullying, 
harassment and discrimination as well as against alcohol 
and drug abuse.

III.  Openness and transparency
  The communication policy adopted by Royal Arctic Line  

is based on the Group’s value of communicating swiftly 
and efficiently. A number of channels are used for 
dissemination, including a profile paper and the website. 
All financial information is available at www.ral.gl. Efforts 
are made to increase the volume of available information, 
including the sponsor policy, language policy and CSR 
strategy.

IV.  The Board of Director’s tasks and 
responsibilities 

  The Board of Directors has contributed the visionary 
foundation to updating the Company’s strategy – Naleraq 
2015 – and received and adopted its final wording. 
Thanks to these efforts, the Board of Directors has had 
considerable influence on the Company’s long-term goals. 
In 2010, the Board of Directors made a self-assessment 
and an evaluation of its co-operation with the Executive 
Board as described in “Recommendations for Corporate 
Governance in Greenland.”

V.  Composition of the Board of Directors
  The Board of Directors of Royal Arctic Line A/S complies 

fully with the general selection criteria of the Government 
of Greenland’s updated ”Guidelines for electing members 
to Boards of Directors” from 2010, as at least 2/3 of the 
members of the Board of Directors elected by the Annual 
General Meeting have relevant business experience, and 
the remaining 1/3 has special insight into the interaction of 
a company limited by shares with wholly public capital and 
a public owner. The composition of the Board of Directors 
also complies with the selection criteria and special 
considerations described in the guidelines. However, the 
guidelines also advocate a balanced number of women 
and men, and at the time of presenting this annual report, 
the Board of Directors of Royal Arctic Line has one woman 
member elected by the Annual General Meeting (the 
Chairman) and four men. The three members of the Board 
of Directors elected by the employees consist of one 
woman and two men.

VI.  Remuneration of the Board of  
Directors and the Executive Board

  The remuneration of the Board of Directors follows the 
guidelines defined by the Government of Greenland. 
The Chairman of the Board of Directors receives DKK 
200,000 annually, whereas the other members receive 
DKK 100,000. The remuneration of the Executive Board, 
pensions included, is evident from the annual report and 
is assessed as being consistent with market terms. The 
executive board is on fixed-term employment and the 
contract holds no addtional bonuses or speciel voluntary 
benefit scheme.

VII.  Risk management
  Management evaluates the operating risks regularly, and 

a monthly statement is presented to the members of the 
Board of Directors. Strategic risks are identified based on 
a yearly review, and market risks in the core business are 
non-existent as a result of the concession system.

VIII.  Audit
  The Board of Directors evaluates the independency and 

competency of the auditors as a basis for the Annual General 
Meeting’s considerations for appointment of auditors. The 
terms of the audit engagements and remuneration are 
addressed at least once annually at a Board of Directors’ 
meeting. Remuneration and engagements are negotiated 
by the Executive Board, but are submitted to the Board of 
Directors for approval or rejection.
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