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

DKK mio.
2015 2014 2013 2012 2011

Income Statement
Net revenue 767 746 719 794 827
Total revenue 833 812 783 864 897
Operating profit 90 37 (26) 8 104
Net financials 1 (4) 4 (1) 1
Profit for the year before tax 91 33 (22) 7 109
Profit for the year 63 22 (16) 6 73
Dividend 0 0 25 0 20

Balance sheet
Balance sheet total 1,173 904 746 817 957
Investments, fixed assets 255 225 119 (179) 292
Net working capital 158 114 151 251 163
Long-term debt 365 172 24 34 162
Equity 551 487 490 502 512

Cash	flow	statement
Cash flow from operating activities 108 75 2 55 159
Cash flow from investment activities (246) (219) (118) 184 (290)
Cash flow from financial activities 199 128 (11) (148) 107
Increase/decrease in cash and cash equivalents 61 (16) (127) 92 (24)
Cash at year-end 235 174 190 317 225

Ratios *
Profit margin (%) 11.7 % 4.9 % (3.7) % 1.1 % 13.0 %
Return on capital (%) 7.7 % 4.1 % (3.5) % 1.0 % 11.2 %
Return on equity (ROE) 12.2 % 4.4 % (2.9) % 1.2 % 15.4 %
Solvency ratio (%) 47.0 % 53.9 % 65.7 % 61.4 % 53.5 %
Return on invested capital (ROIC) 12.3 % 6.8 % (6.0) % 1.7 % 21.7 %
Gearing operating assets 1.5 1.3 0.9 0.8 1.2

Average number of full-time employees 722 748 762 785 787

Pre-tax	profit	per	employee	(DK’000	) 126 44 (29) 9 138

Revenue per employee 1.06 1.00 0.94 1.01 1.05
 
• Financial ratios are calculated in accordance with the Danish Society of Financial Analysts’ “Recommendations and Financial Ratios 2010”

Net working capital is defined as inventories, receivables and other  
operating current assets net of trade payables and other short-term operating liabilities.
Income tax receivable and payable as well as cash are not included in net working capital.

Financial Highlights

Definitions	of	ratios

Net working capital  = Current assets – short-term debt

Profit margin  = Profit/loss before financial income and expenses x 100
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 invested capital including goodwill

Operating asset gearing  = Invested capital including goodwill
Equity at year-end
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Royal Arctic Line A/S
The Government of Greenland has granted Royal Arctic Line 
A/S an exclusive concession for all sea transport of goods to 
and from Greenland and between the towns and settlements 
of Greenland. The shipping company is therefore vital to 
Greenland. 

Royal Arctic Line also operates 13 harbours in Greenland and 
has a branch in Aalborg. All concession sea freight to and 
from Greenland is shipped via Aalborg, while goods from  
Iceland, USA and Canada are shipped via Reykjavik.

Royal Arctic Line A/S started sailing in 1993 and it is  
wholly owned by the Government of Greenland.

For many years, shipping to and from Greenland was a closed 
system between a base port in Denmark and the towns in 
Greenland. A closed system stands in stark contrast to the 
globalized, digital world market where opportunities are con-
stantly growing by connecting business partners in the most 
flexible ways.

The new, modern port in Nuuk will be ready for use by the end 
of November 2016. The new port is an important step towards 
new times and it increases Greenland’s opportunities for com-
merce all over the world through an open and more independ-
ent transport system.

We will take delivery of our four new settlement ships and of a 
new ocean-going vessel in the first half of 2016. This will en-
hance our ability to provide more reliable services for our cus-
tomers all over Greenland, for the benefit of the business com-
munity and society in general. 

The profits for 2015 were DKK 91 million (2014: DKK 33 million). 
An overall increase in volume, despite a drop from 2014 of 5 % 
in southbound freight, had a positive impact on the financial 
performance. The increased freight rates that were approved in 
2014 and implemented in March 2015 together with the imple-
mentation of 9/12 day frequency at the beginning of the year 
have both made a positive contribution. The development of oil 
prices has resulted in a significant reduction of costs and these 
reductions have been passed on to our customers. The finan-
cial performance is considered to be satisfactory and has 
helped to further equip the Company in the progression to-
wards the new port, the new vessels and the new initiatives.  

The Government of Greenland’s strategy for improving the 
infrastructure is based on visionary thinking and it is a step in 
the right direction. This also entails an obligation. The economic 

pressure on Royal Arctic Line will be increased significantly 
because of these investments in coming years. But the obliga-
tion does not stop here. Royal Arctic Line must also take  
responsibility for the continued development of Greenlandic 
society, which we have been created to support. We must look 
at this development together –”Ataatsimoorluni ineriartorneq”.

We have therefore changed course in 2015 to focus on this 
responsibility. Our focus is now solely on our services to, from 
and within Greenland. This has made a simpler organization 
possible, especially regarding management and particularly in 
Aalborg. We have also taken the necessary steps to consoli-
date activities in Royal Arctic Line and the Group is therefore 
more transparent and easier to administrate.

Royal Arctic Line now stands as a company with focus on 
supporting opportunities for growth in Greenland. We will also 
make it as easy to do business with Greenland as it is to do 
business anywhere else in the world. This is our vision.

To achieve this, we must win some battles: We aim at increas-
ing opportunities for better connections between Greenland 
and the rest of the world. We will do this by building a strong 
international collaboration with other shipping companies. This 
collaboration will improve our service and make it more efficient. 
We want to make it easier to export and import and this is what 
our customers should measure us by. We must of course be 
competitive, be efficient and be economical. We must be a 
workplace to be proud of and a workplace where we support 
each other to constantly be better through cooperation across 
sectors, by focusing on the needs of our customers and being 
consistent and dynamic. 

We will be visionary and bring these visions to fruition to  
develop Greenland.

”A shipping company  
adapting to new times”

Kuno Fencker
Chairman of the Board of Directors

Verner Hammeken
Chief Executive Officer
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2015 was a year of change in many ways, both with regard to 
the level of activity and to the organization. The volume of cargo 
followed a positive trend after the falling tendency of recent 
years. Cost developments in the company are positive, costs 
for bunkers have fallen significantly thanks to the falling market 
price for oil – the major part of this fall however is passed on to 
the company’s customers through the BAF/CAF – Bunkers 
Adjustment Factor and Currency Adjustment Factor. In addition 
to this, freight rates were raised by 4.8 % on March 1st 2015. All 
these tendencies helped to improve Royal Arctic Line’s revenue 
and therefore prepare the company for the major economic 
challenges expected at the end of 2016 and onwards when the 
new vessels are delivered and the new port terminal in Nuuk is 
taken into use. The total profit before tax in 2015 is about DKK 
91 million, compared to about DKK 33 million in 2014. Profits 
are significantly higher than predicted in the 2015 interim report 
thanks to the increase in cargo volume in the second half of 
2015.

The financial performance is considered to be satisfactory. 

The parent company’s costs are constantly being adjusted to 
its level of activities and this involves constant modifications to 
the organization. 

In accordance with the concession’s requirements regarding 
security of supply, Royal Arctic Line’s new vessels will help to 
streamline the existing infrastructure. Remontowa Ship Building 
in Gdansk is building five new vessels to replace the old, worn-
out vessels. The five new ships have been delayed and delivery 
is now expected to take place during the first half of 2016.  
An important part of future streamlining concerns the new 
container terminal in Nuuk, which is presently under 
construction and is expected to be ready by the end of 2016. 
The expanded capacity and the significantly improved service 
facilities will profit both efficiency and productivity throughout 
the entire Greenlandic cargo system. 

Taking into consideration the ship-building program with 
subsequent financing and the prerequisite for financial 
performance, we propose that dividend continues not  
to be paid. 

Tendency for cargo volume
2015 showed growth in cargo volume compared to 2014. 

The total volume increased from 733,000 cubic metres in  
2014 to 757,000 cubic metres in 2015.

Cargo to Greenland consists mainly of food, consumer goods, 
other ordinary goods as well as material for the construction 
industry. Northbound cargo accounts for the greater part of the 
company’s revenue and volume is to a high degree dependent 
upon the general development in Greenland, especially within 
the construction and building industry. The total volume of 
northbound cargo increased by 9 % compared to 2014, 
primarily due to increased volume of cargo for the building  
and construction industry and raw materials for processing  
in Greenland. 

Cargo from Greenland consists mainly of fish products, which 
make up more than 80 % of all export goods. Changes in the 
politically-determined Total Allowable Catch (TAC) have there-
fore a direct influence on the cargo volumes exported from 
Greenland. 

In 2015 the total amount of southbound cargo fell by 5 %, which 
is equivalent to the drop in temperature-regulated cargo. Envi-
ronmental cargo (e.g. scrap/recyclable metal) increased with  
57 % but is still a limited part of the southbound volume. This 
increase is countered by a similar fall within other types of cargo 
such as motorcars, boats, construction machinery and other 
transport equipment.

Management report

In Greenland From Greenland Project cargo To Greenland
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Cargo transported internally in Greenland is mainly related to 
the fishing industry and to transport of beer and water. Beer 
and water are tapped in Nuuk, distributed along the coast and 
the empty bottles are subsequently returned to Nuuk. The 
volume of cargo sent internally is historically very stable and 
there was a modest growth of 1 %.

Project cargo includes cargo that cannot easily be incorporated 
in the ordinary master sailing schedule or under the terms and 
conditions of carriage, because it consists of very large items, 
items that are difficult to manage or large volumes of uniform 
cargo. Project cargo may be cargo that is not included in other 
cargo categories or cargo not governed by the concession. In 
2015 the volume of this type of cargo increased by 27 %.

Performance for the year
In 2015, the Royal Arctic Line Group realised a profit before tax 
and minority interests of approximately DKK 91 million and 
approximately DKK 63 million after tax, compared to a profit of 
approximately DKK 33 million before tax and DKK 21 million 
after tax in 2014.

The positive development in the Group’s performance is, as 
mentioned above, attributable to several factors. The increase 
in cargo volume has been significant, not least in the second 
half of 2015. In addition, there was a 4.8 % increase in freight 
rates on March 1st 2015. Concession and non-concession 

revenue increased and totalled approximately DKK 767 million 
in 2015 compared to approximately DKK 746 million in 2014 
– viewed in isolation an increase of around DKK 21 million. 
Furthermore, the oil and exchange rate margins fell by around 
DKK 35 million in 2015 following a significant drop in oil prices. 
Adjusted for this, the total increase in revenue, excluding oil and 
exchange rate margins, was around DKK 56 million. 

Viewed in isolation, total expenditures experienced a fall of 
around DKK 29 million, mainly attributable to lower bunker 
costs for ships, due to the mentioned fall in oil prices. Other 
expenditure was on the whole unchanged compared to 
previous years, but this covers variations of increases/falls in 
individual expenditure groups. 

Aside from lower expenditure for bunkers, ship-related 
expenditures remained essentially unchanged compared  
to previous years.
 
On the whole, expenditures related to the operation of  
terminals remained unchanged compared to previous years.

Expenditure for container operations increased by about  
DKK 2.5 million, primarily as a result of a higher dollar 
conversion rate, because rent for containers is paid mainly  
in US dollars. The increase was also affected by additional 
purchase of pallets. 



  

12

Sales and administrative expenses increased by DKK 0.7 
million, attributable in part to increased IT costs. On the other 
hand, there was a drop in costs related to consultants and 
property. 

Staff costs went up by about DKK 4.2 million. Part of this in-
crease is attributable to higher employment costs in connection 
with preparation for the new vessels which, after a further delay, 
are expected to be delivered in the spring of 2016. Increases in 
costs for severance packages as a consequence of reorganisa-
tion in the Group have also had an effect on total staff costs.

On the other hand, it is good to note that the initiative with 
full-time loading foremen on the coastal vessels has resulted in 
overall net savings in costs for hourly workers.

Furthermore, it can be noted that depreciation and amortisation 
costs fell by about DKK 4.5 million, primarily as a consequence 
of the final amortisation of major IT systems at the end of last 
year. 

Finally, there was a net improvement regarding financial items 
from a minus of about DKK 4.1 million last year to a plus of 
about DKK 1.2 million in 2015. One of the main reasons for this 
improvement was the expiry of multi-annual oil hedge agree-
ments in 2014 which resulted in a significant net expenditure 
last year. 

The Group’s liquid funds at the end of the year amount to 
approximately DKK 235 million, compared to approximately 
DKK 174 million in 2014. This increase was mainly due to the 
positive liquidity from operating activities. Equity at the end of 
2015 was DKK 551 million (DKK 487 million in 2014).

Royal Arctic Line’s equity ratio was 47 % at the end of 2015, 
compared to 53.9 % at the end of 2014.

Uncertainties in connection with  
recognition or measurement
The current portion of the company’s long term debt is recog-
nised under the item “current portion of long term debt” at 
balance sheet date. The final reduction for late delivery and with 
that, the cost price and loan requirements, will be calculated 
upon completion of the delivery of the ships in 2016. Only then 
will it be possible to finalise allocation of current and long term 
debt. 

Changes in Board of Directors and  
Executive Board
All the members of the Board of Directors were re-elected at 
the Annual General Meeting in 2015. 

The Board of Directors continues therefore to consist of  
uno Fencker (Chairman), Erik Østergaard (Vice Chairman), 
Amma Knudsen, Mai-Lill Ibsen and Tanja Nielsen. 

At the same time, the election period for all members of the 
Board of Directors elected at the AGM was changed to one 
year.

There were no changes regarding the employee-elected mem-
bers of the Board of Directors. These are Aningo Broberg, Finn 
Lindberg and Jens Peter Berthelsen.

Work started in December 2014 to find a new CEO for the 
company. This resulted in Jens Andersen leaving the post and 
Verner Hammeken taking over as CEO in August 2015. 

In August 2015, the Group’s Executive Group was disbanded 
and assembled in the Management Group as one joint man-
agement team for the entire company. 

In August 2015, Tommy Ege Kristensen joined the Management 
Group as Head of Secretariat with responsibility for the execu-
tive secretariat, including responsibility for coordination and for 
providing services for the company’s Board of Directors and 
other subsidiary companies.

In September 2015, Taitsiannguaq Olsen was promoted to 
Chief Operating Officer from his position as Division Manager 
for ports. At the same time, John Rasmussen left Royal Arctic 
Line.

In December 2015 Lars Østergaard retired as Chief Executive 
Officer in the subsidiary company Royal Arctic Logistics A/S 
and also withdrew from the Management Group and the com-
pany.

In December 2015, Ann-Britta A. Hansen joined the Manage-
ment Group as Chief of Communications with responsibility for 
communications and marketing. Ann-Britta replaced Jakob 
Strøm, who left in December 2015.

In December 2015 Niels Clemensen took on a new role as 
Head of Network & Strategic Projects. This function will under-
take the task of developing network and intercommunication 
projects and collaboration products.

In December 2015, Lars Borris Pedersen took over the position 
of Head of Sales and Customer Services in the Management 
Group. Lars came from a position as account manager and has 
taken on some of the functions and areas of responsibility 
previously covered by Niels Clemensen.

Events after the balance sheet date
No events have occurred after the balance sheet date to this 
date which would otherwise influence the evaluation of this 
annual report.

Group Enterprises and Associates
Royal Arctic Logistics in Aalborg emerged from 2015 with a 
profit of DKK 0.8 million before tax compared to a profit of  
DKK 6 million in 2014.

In 2015, Royal Arctic Bygdeservice A/S had a deficit of DKK 0.8 
million against a profit last year of DKK 0.6 million. The year was 
characterised by stable operations, despite challenges present-
ed by the aging ships which are expected to be phased out in 
2016.

Arctic Umiaq Line A/S is owned 50/50 by Air Greenland A/S 
and Royal Arctic Line A/S and it operates under an agreement 
with the Government of Greenland which covers any deficit up 
to and including 2016. The company’s operating profit for 2015 
was zero, since the loss of DKK 7.6 million was covered by the 
deficit guarantee. 

With effect from October 2015, Royal Arctic Line’s ownership of 
Arctic Base Supply is 100 %, after the takeover of Danbor’s 50 
% share of the ownership. The background for the takeover can 
partly be found in the low level of activity and a desire to wind 
up the company, which is now under liquidation. 
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BAF/CAF 
On 1st January 2015, the Bunkers Adjustment Factor/Currency 
Adjustment Factor was 2 %. At the end of the year it was -3 %. 
This means that for five months of the year customers received 
a rebate on freight prices through a negative BAF/CAF com-
pared to the usual situation where the factor is positive. The low 
level is due to the market price for oil, and subsequently for 
bunkers, which has fallen further in 2015 from approximately 
USD 56 for a barrel to approximately USD 35 for a barrel. 

New ships
In September 2013, Royal Arctic Line ordered five ships from 
the Polish shipbuilders, Remontowa Shipbuilding, in Gdansk. 
The order to Remontowa Shipbuilding includes a Mary-class 
container ship of 606 TEU (container measurement – Twenty 
foot Equivalent Unit), two container ships each of approximately 

108 TEU as well as two smaller vessels each with a container 
capacity of approximately 36 TEU. These four smaller vessels 
will be used in settlement services.

The new tonnage enables a higher degree of containerisation 
for settlement services and will therefore help to ensure stable 
and flexible services for Greenland. At the same time, the 
renewal of the fleet with vessels of this design will enable Royal 
Arctic Line to meet its strategic goal to grow its business in 
non-concession areas. Delivery of the vessels has been de-
layed and is expected to take place in the first half of 2016.

Corporate Social Responsibility
In 2015, Royal Arctic Line confirmed its work with Corporate 
Social Responsibility through its adoption of UN’s Global Com-
pact. 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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Royal Arctic Line’s main activities are based on transport of 
cargo to, from and in Greenland. The level of activity is thus 
determined by the volume to be transported and Royal Arctic 
Line’s earnings reflect the economic developments and trends in 
society. Royal Arctic Line expects the general level of activity in 
Greenland in 2016 to be on a par with 2015 for the northbound 
cargo. For southbound cargo there is an expected increase of 
15-20 % due to a higher TAC (Total Allowable Catch) limit.

Royal Arctic Line will continue to give cost control a high priority 
in order to counter rising costs resulting from new ships and the 
new port.

The sailing schedule for the whole of 2016 is based on 9/12 
days between calls. Increased volume will probably result in 
reverting to weekly calls for a period. 

Overall, Royal Arctic Line A/S’ profit for 2016 is expected to be 
approximately DKK 50-60 million before tax. 

Cash flow from operating activities is also expected to be  
positive for 2016. The company is expected to have adequate 
financial resources for operations in 2016.

Outlook for 2016
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Royal Arctic Line’s business is primarily based on transactions 
in Danish kroner. When transactions are based on another 
currency, this is mainly bought on the spot market.

However, current hedging of purchases settled in foreign 
currencies is undertaken periodically.

The oil and exchange rate margins (BAF/CAF) are used to 
compensate for fluctuations in US dollar rates and bunker oil 
prices. 

Royal Arctic Line’s credit risks include receivables and liquid 
funds which are deposited in Danish, German and Greenlandic 
banks with a high credit rating. 

Royal Arctic Line’s counterparty risks consist of deposits in 
Greenlandic, Danish and German banks and, to a certain 
extent, other financial instruments. Agreements are made with 
major banks with a high credit rating.

The new ships have been financed through loans in a  
German bank. 

The loan agreement includes several covenants stipulating e.g. 
that the Government of Greenland owns a minimum of 51 % of 
Royal Arctic Line A/S throughout the entire lifetime of the loan. 
Furthermore, there are financial covenants, based on earnings-
based ratios and solvency, among other things. 

At 31st December 2015, all of these covenants have been 
complied with. 

With regard to the shipbuilding contract, arrangements have 
been made with the Polish shipyard’s bankers regarding refund 
guarantees covering Royal Arctic Line’s payment of instalments 
during the construction of the ships. 

The Government of Greenland has granted Royal Arctic Line an 
exclusive concession for sea transport of cargo to, from and in 
Greenland. As a consequence, Royal Arctic Line has a market 
share of 100 % for ordinary containerised sea transport of 
cargo in Greenland.

Market risks
Royal Arctic Line operates under a concession. The concession 
is both a right and an obligation to provide security of supply. 
The necessary capacity required to meet this obligation makes 
the shipping company vulnerable to even minor fluctuations in 
cargo volume.

The financial risks directly involved in these obligations are 
hedged by the concession, but since changes in price and 
service level have a considerable impact on Greenlandic 
society, any such changes must be approved by the 
Government of Greenland. This involves a political process, 
which may be time-consuming and which may have to take 
other needs into consideration than those of the company.

Market risks are illustrated through monthly financial reports 
combined with various corporate governance tools, including 
the Board of Directors’ duties and responsibilities, active 
ownership and communication policy.

Development in cargo volume
2015 showed growth in cargo volume compared to 2014.

The total volume increased from 733,000 cubic metres in  
2014 to 757,000 in 2015.

Cargo volume for different destinations and routes 
In 2015, Nuuk, Sisimiut, Ilulissat and Aasiaat received the 
greatest volume of cargo to Greenland. These towns also 
received the greatest volume in 2014.

Financial risks
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In 2015, the total volume to Greenland from countries other 
than Denmark was 4.94 per cent – totalling 18,299 cubic 
metres against 13,404 cubic metres in 2014.

Royal Arctic Line made 15 calls to the port of Reykjavik in 2015. 
All calls had connections with Eimskip’s routes from Canada 
and the USA. The rates are the same as from Denmark, but t 
he volume is still quite modest. 

Non-concession business
Developments in concession cargo are dependent upon 
general developments in Greenland and the shipping company 
is vulnerable to even modest fluctuations in the volume of this 
cargo. As a consequence, Royal Arctic Line has started 
developing non-concession areas of business. 

The concession – a right and an obligation
Royal Arctic Line has an exclusive right to ship cargo to, from 
and between the towns in Greenland, as well as between 
Greenland and Reykjavik, Aalborg and a number of other 
overseas destinations. This exclusive right carries an obligation 
to provide services to communities in Greenland. Conditions 
concerning frequency of calls, capacity and security of supply 
for all towns both in West Greenland and East Greenland are 
defined by the terms of the concession. 

The concession applies to cargo such as: 
  –   Food 
  –   Consumer goods, including furniture,  

household appliances, motor vehicles and boats
  –   Material for the construction industry
  –   Other cargo, including transport equipment and  

tank containers 

According to the Greenlandic Act regarding large-scale 
projects, a customer must demonstrate that Royal Arctic Line  
is not competitive if the customer desires to employ the 
services of another shipping company.

Prices and contribution rates 
The Government of Greenland approves prices charged by Royal 
Arctic Line. It has been determined politically that freight rates 
(excl. Total Handling Cost) should be the same all over the coun-
try and that freight rates for southbound cargo should be lower 
than for northbound cargo in order to support the export trade. 

An investment contribution of 3.1 % is added to the freight 
rates. This investment contribution is charged on behalf of the 
Government of Greenland and forms part of the agreement 
signed by the Government of Greenland and Royal Arctic 
Bygdeservice for services to villages and settlements in Green-
land. The investment contribution is intended to secure funding 
of e.g. new tonnage during the term of the 20-year contract. 
Royal Arctic Bygdeservice’s present service contract has no 
provision for any profit that could secure independent funding 
of new settlement ships.

The oil and exchange rate margins (BAF/CAF) are charged 
separately to adjust for fluctuations in oil prices and exchange 
rates of the US dollars used to pay for oil. 

The MRN fee is a customs registration fee. The EU requires that 
Royal Arctic Line submits reports concerning the cargo 
contents to the authorities. In order to cover the costs involved, 
Royal Arctic Line charges a fee of DKK 40 for any shipment 
exceeding DKK 3,000. 
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One of these areas is the supply of research stations in Antarc-
tica. Royal Arctic Line has an agreement with Norsk Polarinsti-
tut regarding an annual supply voyage in December/January to 
carry supplies to both the Norwegian and the Belgian research 
stations. The agreement ensures use of capacity that would 
otherwise be idle due to winters in Greenland and it therefore 
strengthens the Company’s earnings.

In Greenland, Royal Arctic Line also carries out work for the US 
Air Force bringing supplies to Thule Air Base and for the Danish 
Defence Command bringing supplies to its activities in East 
Greenland. All these contracts were won in open tenders.

Service level
Royal Arctic Line’s obligation to provide services in Greenland 
requires regular calls and a high degree of punctuality and 
precision in the master schedule. 

Royal Arctic Line’s punctuality target with regard to the master 
schedule is 80 %. In 2015 the average punctuality was 82 %.

Average punctuality
2015 2014 2013 2012 2011

Realised 82 % 85 % 85 % 73 % 72 %
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The annual target for punctuality is 80 %. This takes into 
account that sailing in Arctic waters is often subject to hard 
weather that can delay calls to port. When a ship is delayed, 
Royal Arctic Line calculates the higher bunker costs required to 
reach the port on time against the degree of delay caused by 
maintaining slow steaming and hence lower costs. 

Many of the towns and settlements in Greenland are so small 
that their cargo requirements do not justify a high frequency of 
calls. The terms of the concession with regard to security of 
supply and frequency of calls are therefore crucial to the 
continued operation and development of these small 
communities.

Facts about Greenland
From north to south, Greenland measures Greenland 
2,670 kilometres. 18 towns, 60 villages and small num-
ber of settlements are located along the 40,000 km long 
coast line. Most of the towns and villages are on the 
west coast. 

Transport between the towns and villages is only possi-
ble by plane or boat. From Disko Bay to North Greenland 
and on the East Coast the waters are usually covered 

with ice in the winter and supplies must be delivered  
by air for three to six months of the year. 

About 56,000 people live in Greenland and almost 7,800 
of these live in villages and settlements. The smallest 
settlement served by Royal Arctic Bygdeservice has 80 
inhabitants, while Nuuk, with 16,900 inhabitants is the 
largest town in the country and the only town to have 
more than 6,600 inhabitants. 

2015     2014
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Royal Arctic Group consists of Royal Arctic Line A/S Nuuk and a 
subsidiary in Aalborg which will change its name in early 2016 
from Royal Arctic Logistics A/S to Royal Arctic Line Danmark A/S.

In addition, it consists of Royal Arctic Bygdeservice A/S, which 
will be integrated into Royal Arctic Line A/S in 2016 as part of 
the simplification of the Group. Bygdeservice is the part of 
Royal Arctic Line’s business that covers settlements and 
villages. 

Arctic Base Supply A/S, previously owned on a 50/50 basis 
with Danbor A/S, was wholly taken over during the year in order 
to be liquidated, since it is believed that the trend for oil prices 
will block further oil exploration activity.

Aalborg Stevedoring Company A/S, Nordjysk Kombi Terminal 
A/S and Aaborg Toldoplag were sold off from the Group at the 
end of 2015.

In 2015, the Group employed on average 722 people compared 
to 748 people in 2014. Royal Arctic Line has 231 maritime 
employees and 10 maritime trainees. On land, the Group has 
491 employees in 14 locations in Greenland and Denmark.  
50 of these are trainees.

Royal Arctic Line Group

Arctic UmiaqLine A/S
50 %, Nuuk

(associated	company)

Royal Arctic Line A/S
Nuuk

Royal Arctic Line Danmark A/S
100 %, Aalborg

Arctic Base Supply A/S
50 %, Nuuk

(in	liquidation)

Royal Arctic Bygdeservice A/S
100 %, Nuuk
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Arctic Umiaq Line A/S is owned 50 % by Royal Arctic Line A/S 
and 50 % by Air Greenland A/S. 

The company was established in 2006 to acquire and operate 
the coastal ferry Sarfaq Ittuk. Sarfaq Ittuk operates ferry 
services on the West Coast between Narsaq and Ilulissat. 
Focus is primarily upon transportation of local travellers, but 
services are also provided to the tourist industry. Arctic Umiaq 
Line A/S has five land-based employees.

Ship management, crew, accounting assistance and  
IT support are carried out through a service agreement  
with Royal Arctic Line. 

The company has a service contract with a deficit guarantee 
with the Government of Greenland until the end of 2016.

Arctic Umiaq Line
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Other Associates
The Royal Arctic Group also has a share in an associate related 
to housing administration in Nuuk. This company is not 
considered to have significance with regard to reports of  
the Group’s operations.
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In 2012, Naalakkersuisut (the Government of Greenland) 
published its Guidelines on Corporate Governance for Public 
Limited Companies Owned by the Government of Greenland 
(“Retningslinjer for god selskabsledelse i de selvstyreejede 
aktieselskaber”). In this respect, Royal Arctic Line has drawn up 
a detailed report that is available on the Company’s homepage 
www.ral.gl

The role of the shareholders and  
interaction with management
The Board of Directors and the Executive Board of Royal Arctic 
Line supports active ownership, and there is therefore a close 
dialogue between the Company and the shareholder’s 
representatives, Naalakkersuisut and the Ministry of Housing, 
Building and Infrastructure. Shareholder meetings are held at 
which the Chairman informs the attendants about important 
developments or changes in financial results and about matters 
that may have a material effect on society or economics. Freight 
rates and the master sailing schedule are approved each year 
by the shareholder’s representatives and any major decision is 
submitted to such representatives for comments prior to 
implementation. Finally, the shareholder receives quarterly 
reports and financial highlights from Royal Arctic Line.

The stakeholders’ role and significance for  
the company; Corporate Social Responsibility
Royal Arctic Line’s strategy, which has been drawn up by the 
Board of Directors and the Executive Board, sets objectives 
regarding the customers, the employees and the shareholder. 
The Board of Directors follows up on the objectives through 
satisfaction surveys involving customers and employees 
respectively and through shareholder meetings for the owner. 

The Board of Directors has adopted Royal Arctic Line’s strategy 
for Corporate Social Responsibility. 

Openness and transparency
Annual and interim financial statements, Rules of Procedure for 
the Board of Directors, the Nomination Committee’s and the 
Remuneration Committee’s respective mandates, the 
remuneration policy and the stakeholder policy are available on 
the Royal Arctic Line homepage. Any other information that the 
Danish Business Authority may receive will also be posted on 
www.ral.gl.

In December 2014, the Board of Directors adopted an updated 
communications policy in compliance with Guidelines for 
Corporate Governance of the Government-owned public limited 
companies, which establishes the framework and plans of 
action for how the Company communicates with shareholder, 
customers and employees.

The Board of Directors’ duties and responsibilities
The Board of Directors’ duties and responsibilities are specified 
in the Board’s Rules of Procedure, updated in September 2013 
with a view to aligning them with the Guidelines on Corporate 
Governance for Public Limited Companies Owned by the 
Government of Greenland, and they are as follows: 

  –   Inform the shareholder of any significant  
expected and actual events 

  –   Appoint a Vice Chairman from its  
members at the first Directors’ meeting

  –   Review the financial statements and the preliminary 
announcement of financial statements. 

  –   Approve the budget and forecasts for the  
following year for presentation in connection with  
the interim financial statement

  –   Ensure that the auditor’s reports are  
presented and to sign them 

  –   Consider the organization of the company at least once 
each year; in particular the organization of the Company’s 
accounting systems and control procedures 

  –   Undertake management of financial and business risks 

  –   Set overall strategic goals together with the Executive Board 

  –   Review annually the Company’s insurance policies, 
including Management’s liability insurance 

  –   Review the Company’s CSR and  
communication strategies and policies 

  –   Evaluate the Board of Directors and the Executive Board

Composition and organisation of the Board of Directors
Royal Arctic Line is wholly owned by the Government of 
Greenland, which appoints the chairman of the Board of 
Directors and four directors. The employees of Royal Arctic Line 
elect three employee members of the Board of Directors.  
In spring 2014, employees were elected as Board members  
for a four-year term. 

Pursuant to the Rules of Procedure for Royal Arctic Line’s 
Board of Directors, the Board of Directors convenes four times 
a year as a minimum. The Rules of Procedure also ensure that 
the Board of Directors acts independently of special interests. 

The Board of Directors regularly conducts a self-evaluation 
relating to its overall skills, possible training requirements, 
co-operation between the directors themselves and co-
operation with the Executive Board. The evaluation is made 
with the assistance of an external consultant and the results  
are presented to the shareholder.

Corporate Governance  
in Royal Arctic Line
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Management remuneration
The Board of Directors of Royal Arctic Line has adopted  
a remuneration policy that includes guidelines on the 
remuneration of the Board of Directors, the Executive Board, 
highly influential staff members and employees performing 
control functions. The remuneration policy is available on  
Royal Arctic Line’s homepage, www.ral.gl. 

The Executive Board is remunerated pursuant to the 
remuneration policy. The remuneration including pension 
contributions is evident from the annual report and is 
considered consistent with market terms. The members of  
the Executive Board are employed for a fixed term and their 
contracts contain no termination benefits or bonus plans. 

The remuneration of the Board of Directors follows the 
remuneration policy defined by the Government of Greenland. 
The Chairman of the Company’s Board of Directors is paid  
DKK 350,000 per year, the Vice Chairman is paid DKK 175,000 
and the remaining Board members each receive DKK 125,000 
per year. 

Financial report 
Pursuant to the Board of Directors’ Rules of Procedure, the 
Board of Directors holds an annual meeting to discuss the 
financial reports. At this meeting, the annual report including a 
draft of the auditor’s report is presented to the Board of 
Directors for approval. The Board of Directors is also presented 
with monthly reports, interim financial statements and forecasts 
and it adopts the budget. The budget and budget control 
procedures for major investments are also presented to the 
Board of Directors.

Risk management and internal control
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 minimised as a result 
of the concession.

Company Auditors
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 meeting. 
Remuneration and engagements are negotiated by the 
Executive Board and are submitted to the Board of Directors  
for approval or rejection. 

Having completed a tendering process for Royal Arctic Line’s 
audit engagements, the provider of audit services was 
appointed at Royal Arctic Line’s Annual General Meeting  
held on May 6th, 2014.
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The Board of Directors and the Executive Board have today 
considered and approved the annual report for the financial 
year 1st January - 31st December 2015 for Royal Arctic Line 
A/S.

The annual report is presented in accordance with the  
Greenlandic Financial Statements Act.

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 Parent Company’s assets, liabilities, financial 
position, operating result and cash flows.

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

Copenhagen, March 18th, 2016

Management statement

Executive Board

Verner Hammeken
CEO

Board of Directors

 Kuno Fencker Erik Østergaard Tanja Nielsen Mai-Lill Ibsen 
 Chairman Vice Chairman   

 Amma Knudsen Jens Peter Berthelsen Aningo Broberg Finn Lindberg 
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To the shareholders of Royal Arctic Line A/S
We have audited the annual report of Royal Arctic Line A/S for 
the financial year 1st January to 31st December 2015, which 
comprises the Statement by Management on the Annual 
Report, the Management Commentary, 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 
Greenlandic Financial Statements Act. 

Management’s responsibility  
for the Annual Report
Management is responsible for the preparation of an annual 
report that provides a true and fair view in accordance with the 
Greenlandic Financial Statements Act and for such internal 
control as Management determines is necessary to enable  
the preparation of an annual report that is free from material 
misstatement, whether due to fraud or error.

Independent auditor’s report 
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Auditor’s responsibility
Our responsibility is to express an opinion on the annual report 
based on our audit. We conducted our audit in accordance with 
International Standards on Auditing and additional requirements 
under Greenlandic audit regulations. This requires that we 
comply with ethical requirements and plan and perform the 
audit to obtain a high degree of assurance that the annual 
report is free from material misstatement.

An audit involves performing audit procedures to obtain audit 
evidence about the amounts and disclosures in the annual 
report. The procedures selected depend on the auditor’s 
judgment, 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 of an annual 
report that gives a true and fair view in order to design audit 
procedures that are appropriate in the circumstances, but not 
for the purposes 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 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 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 31st December 
2015 and of the results of their operation and cash flows for  
the financial year 1st January to 31st December 2015 in 
accordance with the Greenlandic Financial Statements Act.

Nuuk, March 18th, 2016

Deloitte
Statsautoriseret Revisionspartnerselskab

Claus Bech
State Authorised Public Accountant 

Kim Mücke
State Authorised Public Accountant
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Income statement 2015

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014

Revenue
Income from concession cargo 565,852 550,880 571,196 556,822
Income from non-concession cargo 120,504 108,377 195,896 188,901
Net revenue 686,356 659,257 767,092 745,723
Other operating income 4,665 4,653 66,314 66,179

1 Total income 691,021 663,910 833,406 811,902

Expenditures
2 Cargo-related expenditure (30,969) (31,419) (48,706) (51,101)

Gross profit 660,052 632,491 784,700 760,801

Ships (132,438) (163,370) (160,180) (191,671)
Terminals (109,373) (108,764) (96,617) (96,864)
Container operations (48,092) (46,218) (27,526) (24,993)
Sales and administration (35,145) (34,331) (50,133) (49,440)

3 Staff costs (208,681) (209,484) (317,434) (313,244)
4 Amortisation, depreciation and impairment losses on fixed assets (35,969) (38,982) (43,025) (47,552)

Total expenditures (569,698) (601,149) (694,915) (723,764)

Operating profit 90,354 31,342 89,785 37,037

5 Income from investments in Group enterprises 380 4,176 0 0
5 Income from investments in Associates (207) (175) 23 (179)

Profit before financial items 90,527 35,343 89,808 36,858

Financial income and expenditure
6 Financial income 3,396 3,267 3,416 3,226
7 Financial expenditure (2,095) (7,387) (2,210) (7,359)

Profit before tax 91,828 31,223 91,014 32,725

Tax
8 Tax on profit for the year (28,502) (9,464) (27,989) (11,417)

Profit for the year 63,326 21,759 63,025 21,308

Minority interests’ share of profit in Group Enterprises 0 0 301 451

Profit for the year 63,326 21,759 63,326 21,759

Proposed distribution of profit
Proposed dividend for the fiscal year 0 0
Transfer to reserve for net revaluation (2,027) 2,402
Retained earnings 65,353 19,357
Total 63,326 21,759
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Assets at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014

Fixed assets

Property, plant and equipment
Ships 91,931 103,490 91,931 103,490
Buildings 74,137 77,972 78,787 83,367
Transport equipment, harbour boats, machinery and fixtures 51,026 58,300 73,162 88,435
Assets under construction 576,499 337,121 576,499 337,121

9 Total property, plant and equipment 793,593 576,883 820,379 612,413

Fixed asset investments
Investments in Group Enterprises 57,079 52,521 0 0
Investments in Associates 5,223 8,618 5,223 10,428
Receivables from Associates 1,000 2,000 1,000 2,000
Securities 4,484 4,638 4,484 4,639

10 Total fixed assets investments 67,786 67,777 10,707 17,067

Total fixed assets 861,379 644,660 831,086 629,480

Current assets
Inventories and operating stock

Operating stock 12,115 12,542 14,676 15,251
Total inventories and operating stock 12,115 12,542 14,676 15,251

Receivables
11 Trade receivables 60,547 62,775 70,141 73,487

Receivables from Group Enterprises 1,840 2,609 0 0
Receivables from Associates 1,540 1,915 1,806 1,930
Other receivables 3,845 1,546 13,521 3,775
Prepayments 6,550 5,887 6,567 6,354
Total receivables 74,322 74,732 92,035 85,546

Cash
12 Cash and cash equivalents 201,204 148,046 234,824 174,063

Total current assets 287,641 235,320 341,535 274,860

Total assets 1,149,020 879,980 1,172,621 904,340
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Liabilities at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014

Equity
13 Share capital 120,000 120,000 120,000 120,000

Reserve for net revaluation of investments:
- Group Enterprises 41,532 40,414 0 0
- Associates 726 3,871 726 5,249
Retained earnings 388,427 323,074 429,959 362,110
Equity total 550,685 487,359 550,685 487,359

Minority interests
14 Minority interests’ share of equity 0 0 0 745

Total minority interests 0 0 0 745

Provisions
8 Deferred tax 71,596 81,060 72,391 82,620

Warranty commitments 410 385 410 540
Total provisions 72,006 81,445 72,801 83,160

Liabilities 
Non-current liabilities 

Collateral debt in ships 362,397 154,607 362,397 154,607
Mortgage debt 1,134 17,833 1,134 17,833
Leasing debt 1,794 0 1,794 0

15 Total non-current liabilities 365,325 172,440 365,325 172,440

Current liabilities
15 Next year’s instalments on non-current liabilities 20,822 14,967 20,822 14,967
16 Trade payables 16,957 16,777 20,450 23,160

Payables to Group Enterprises 5,718 10,240 0 0
Payables to Associates 825 604 915 744
Income tax 37,965 19,375 38,278 20,481

17 Other payables 67,876 70,154 92,504 94,665
Prepayments 10,841 6,619 10,841 6,619
Current liabilities 161,004 138,736 183,810 160,636

Total current liabilities 526,329 311,176 549,135 333,076

Total equity and liabilities 1,149,020 879,980 1,172,621 904,340

22 Pledges
23 Leasing and rental commitments
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Equity statement

 
 
DKK ’000

Share  
capital 

Reserve for net  
revaluation according  
to the equity method

Dividend 
 

Retained 
earnings 

Total  
equity 

ROyAL ARCTIC LINE A/S

Equity 1st January 2015 120,000 44,285 0 323,074 487,359
Profit for the year (2,027) 0 65,353 63,326
Equity 31st December 2015 120,000 42,258 0 388,427 550,685

Equity 1st January 2014 120,000 41,883 25,000 304,960 491,843
Effect of change in accounting policy (1,242) (1,242)
Adjusted equity 1st January 2014 303,718

Profit for the year 2,402 (25,000) 19,356 (3,242)
Equity 31st December 2014 120,000 44,285 0 323,074 487,359

ROyAL ARCTIC GROuP

Equity 1st January 2015 120,000 5,249 0 362,110 487,359
Other entries on shareholder’s equity (4,547) 4,547
Profit for the year 23 63,303 63,326
Equity 31st December 2015 120,000 725 0 429,960 550,685

Equity 1st January 2014 120,000 5,428 25,000 341,415 491,843
Effect of change in accounting policy (1,242) (1,242)
Adjusted equity 1st January 2014 340,173

Profit for the year (179) (25,000) 21,937 (3,242)
Equity 31st December 2014 120,000 5,249 0 362,110 487,359
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Cash flow statement

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014

Cash flow from operating activities
Operating profit 90,354 31,342 89,785 37,037
Amortisation, depreciation and impairment losses 35,969 38,982 43,025 47,552
Dividends from Group Enterprises 2,200 1,600 680 0
Net interest 1,301 (4,120) 1,206 (4,133)

8 Income tax paid (19,374) 0 (20,421) (416)
18 Changes in working capital (1,315) 1,002 (6,524) (4,702)

Cash flow from operating activities 109,135 68,806 107,751 75,338

Cash flow from investment activities
10, 19 Investments (254,892) (216,670) (255,352) (224,692)

Fixed asset divestments 2,365 4,210 4,516 4,595
Divestment and acquisition of fixed asset investments (3,190) 0 4,106 0
Loan capital, Associates 1,000 1,000 1,000 1,000
Cash flow from investment activities (254,717) (211,460) (245,730) (219,097)

Cash flow from financing activities
20 Loans raised in the year 221,880 163,486 221,880 163,486
21 Instalments in the year (23,140) (10,552) (23,140) (10,552)

Dividend paid 0 (25,000) 0 (25,000)
Cash flow from financing activities 198,740 127,934 198,740 127,934

Increase/decrease in cash and cash equivalents 53,158 (14,720) 60,761 (15,825)
Cash and cash equivalents at 1st January 2015 148,046 162,766 174,063 189,888
Cash and cash equivalents at 31st December 2015 201,204 148,046 234,824 174,063

Consisting of the following:
12 Cash and cash equivalents 201,204 148,046 234,824 174,063

Total 201,204 148,046 234,824 174,063
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Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 unless otherwise stated 2015 2014 2015 2014

1 Total income
The Company’s income derives from transport services between Greenland, Canada, Iceland and Denmark, between  
towns in Greenland, transport to and from port, stevedore services and other services logically related thereto.
Revenue is divided into income from concession sea transport and other, non-concession income. 
Other operating income is made up of the Government of Greenland’s payment for the service contract which was  
entered into with Royal Arctic Bygdeservice A/S and Royal Arctic Line A/S for administration of port authorities. 

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 Logistics A/S. 

3 Staff costs
Specification of staff costs:
Wages and salaries 176,796 178,065 272,845 268,850
Pension contributions and social security contribution 25,790 24,763 35,844 35,484
Other staff costs 6,095 6,656 8,745 8,910
Total staff costs 208,681 209,484 317,434 313,244

Executive Board 2,875 2,986
Provision for changes in Executive Board 0 3,106
Board of Directors 1,313 1,144
Total remuneration 4,188 7,236

Remuneration for the Executive Board consists of salary for CEO Jens Andersen until  
his retirement from the post on 31st July 2015 and thereafter salary to the new CEO Verner Hammeken.

Average number of full-time employees 549 574 722 748
Number of employees at year-end 506 575 673 746

Average number of trainees 50 54 50 54
Number of trainees at year-end 41 52 41 52

At year-end the following number of  
Royal Arctic Line A/S employees were loaned out to:
Royal Arctic Bygdeservice A/S 20 24
Arctic Umiaq Line A/S 34 34
Arctic Base Supply A/S 0 2

4 Amortisation, depreciation and impairment losses on fixed assets 
Ships 11,559 11,559 11,559 11,559
Buildings 5,063 4,981 5,887 5,820
Transport equipment, harbour boats, machinery and fixtures 20,985 24,936 27,582 32,513
Group Goodwill 0 0 0 163
Profit/loss on sale of fixed assets (1,638) (2,494) (2,003) (2,503)
Total Amortisation, depreciation and impairment losses 35,969 38,982 43,025 47,552
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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 1,213 4,271
Royal Arctic Bygdeservice A/S (850) (95)
Arctic Base Supply A/S 17 0
Total income from investments in group enterprises 380 4,176

Income from investments in associates after tax
Ejendomsselskabet Suliffik A/S 95 213 95 213
Arctic Umiaq Line A/S 0 0 0 0
Aalborg Toldoplag A/S 0 0 230 (4)
Nordjysk Kombi Terminal A/S 0 0 0 0
Arctic Base Supply A/S (302) (388) (302) (388)
Total, income from investments in associates (207) (175) 23 (179)

6 Financial income
Income from fixed asset investments 100 150 150 150
Income from Group Enterprises 0 91 0 0
Income from derivatives 0 1,255 0 1,255
Other financial income 3,296 1,771 3,266 1,821
Total financial income 3,396 3,267 3,416 3,226

7 Financial expenditures
Expenditure, Group Enterprises 0 (98) 0 0
Expenditure, derivatives (284) (4,983) (284) (4,983)
Other financial expenditures (1,811) (2,306) (1,926) (2,376)
Total financial expenditures (2,095) (7,387) (2,210) (7,359)

In addition, the year’s share of financial expenditures for 
building new ships is recognised in the balance sheet. 

 
9,284

 
6,213

 
9,284

 
6,213

8 Income tax
Tax on profit for the year consists of:
Royal Arctic Line A/S
Current tax, Greenland 37,966 19,375 37,966 19,375
Deferred tax, Greenland (9,464) (9,971) (9,464) (9,971)
Adjustment, previous years 60 60
Group Enterprises
Current tax, Greenland 0 0
Current tax, Denmark 260 1,272
Adjustment, previous years (104) 251
Deferred tax, Greenland (396) (44)
Deferred tax, Denmark (262) 525
Effect of change in tax rate, Denmark (13) (50)
Tax on profit for the year 28,502 9,464 27,987 11,418

Income tax 19,374 0 20,421 416
Total tax paid 19,374 0 20,421 416

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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Reconciliation of income tax rate:
Greenlandic income tax rate 31.8 % 31.8 % 31.8 % 31.8 %
Double taxed increase in value, Group Enterprises (0.6) % 2.6 % (0.6) % 2.5 %
Difference in income tax for Group Enterprises (0.1) % (4.3) % (0.4) % 0.5 %
Effect of change in rate of deferred tax, Denmark 0.0 % 0.0 % (0.0) % (0.2) %
Other income tax rate, minority interests 0.0 % 0.0 % 0.1 % 0.1 %
Other, incl. non-deductible costs 0.0 % 0.2 % (0.0) % 0.2 %
Effective income tax rate for the year 31.1 % 30.3 % 30.8 % 34.9 %

Provision for deferred tax is mainly due to accelerated depreciation for tax 
purposes and is composed as follows:
Provisions at beginning of year 81,060 90,460 82,620 92,678
Adjustment for the previous year 0 (1,605) 0 (1,605)
Provisions for the year (9,464) (9,971) (10,229) (8,453)
Tax value of dividends 0 0
Provisions at year-end 71,596 81,060 72,391 82,620

Deferred tax is incumbent upon financial statement items as follows:
Property, plant and equipment 61,424 69,583 62,723 71,298
Fixed asset investments 13,474 14,119 13,474 14,119
Current assets (1,081) (934) (1,112) (1,013)
Long term debts (727) 0 (727) 0
Other (1,494) (1,708) (1,967) (1,784)
Total 71,596 81,060 72,391 82,620

9 Property, plant and equipment
Ships 

Cost price
Cost price at beginning of year 781,743 781,743 795,939 795,939
Cost price at year-end 781,743 781,743 795,939 795,939

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 678,253 666,694 692,449 680,888
Depreciation and impairment losses for the year 11,559 11,559 11,559 11,559
Depreciation and impairment losses at year-end 689,812 678,253 704,008 692,449

Carrying amount at year-end 91,931 103,490 91,931 103,490

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014



36

Property, buildings 
Cost
Cost price at beginning of year 155,739 149,148 165,823 159,232
Additions for the year 1,228 0 1,307 0
Disposals for the year 0 (1,693) 0 (1,693)
Retained from other items 0 8,284 0 8,284
Cost at year-end 156,967 155,739 167,130 165,823

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 77,767 73,894 82,456 77,744
Depreciation and impairment losses for the year 5,063 4,981 5,887 5,820
Depreciation and impairment losses on disposals for the year 0 (1,108) 0 (1,108)
Depreciation and impairment losses at year-end 82,830 77,767 88,343 82,456

Carrying amount at year-end 74,137 77,972 78,787 83,367

Transport equipment, harbour boats machinery and fixtures
Cost
Cost at beginning of year 339,163 352,184 439,805 445,681
Additions for the year 14,286 3,981 14,667 12,003
Disposals for the year (12,065) (17,603) (23,434) (18,480)
Retained from other items 0 601 0 601
Revaluation at year-end 341,384 339,163 431,038 439,805

Revaluation
Revaluation at beginning of year 0 0 1,500 1,500
Reversal relating to disposals 0 0 (1,500) 0
Revaluation at year-end 0 0 0 1,500

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 280,863 272,551 352,870 337,482
Depreciation and impairment losses for the year 20,985 24,936 27,583 32,513
Depreciation and impairment losses on disposals for the 
year (11,492) (16,624) (22,576) (17,125)

Depreciation and impairment losses at year-end 290,358 280,863 357,877 352,870

Carrying amount at year-end 51,026 58,300 73,162 88,435

Assets held under finance leases 2,244 0 2,244 0

Assets under construction – Ships
Cost
Cost at beginning of year 336,426 123,053 336,426 123,053
Additions for the year 240,072 213,373 240,072 213,373
Carrying amount at year-end 576,499 336,426 576,499 336,426

Includes financial expenditures of: 23,944 14,659 23,944 14,659

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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Assets under construction – buildings
Cost
Cost at beginning of year 695 9,310 695 9,350
Additions for the year 0 33 0 0
Disposals for the year (695) (364) (695) 0
Transfer to other items 0 (8,284) 0 (8,655)
Carrying amount at year-end 0 695 0 695

Assets under construction – transport equipment, harbour boats, machinery and fixtures
Cost
Cost at beginning of year 0 953 0 913
Additions for the year 0 23 0 0
Disposals for the year 0 (375) 0 (913)
Transfer to other items 0 (601) 0 0
Carrying amount at year-end 0 0 0 0

Total assets under construction 576,499 337,121 576,499 337,121

Total property, plant and equipment 793,593 576,883 820,379 612,413

In connection with the ship-building contracts, the  
Polish shipyard’s banks have agreed to refund guarantees 
covering Royal Arctic Line A/S's instalment payments  
during construction of the ships.

Assets charged, see note 22

10 Fixed asset investments
Investments in Group Enterprises

Cost
Cost at beginning of year 12,109 12,109
Reclassification from Associates 250 0
Additions for the year 3,189 0
Cost at year-end 15,548 12,109

Revaluation and impairment losses 
Revaluation and impairment losses at beginning of year 40,413 37,837
Reclassification from Associates 2,938 0
Share of profit for the year 380 4,176
Dividend paid (2,200) (1,600)
Revaluation and impairment losses at year-end 41,531 40,413

Carrying amount at year-end 57,079 52,521

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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Investment in Associates
Cost
Cost at beginning of year 4,747 4,747 5,179 5,179
Reclassification to Group Enterprises (250) 0 (250) 0
Disposals for the year 0 0 (431) 0
Cost at year-end 4,497 4,747 4,498 5,179

Revaluation and impairment losses
Revaluation and impairments losses at beginning of year 3,871 4,046 5,249 5,428
Share of profit for the year (207) (175) 23 (179)
Reclassification to Group Enterprises (2,938) 0 (2,938) 0
Paid dividend 0 0 (680) 0
Reversal of disposals 0 0 (929) 0
Revaluation and impairment losses at year-end 726 3,871 725 5,249

Carrying amount at year-end 5,223 8,618 5,223 10,428

Ejendomsselskabet Suliffik A/S, Nuuk, share 30.3 % 5,041 4,946 5,041 4,946
Arctic Umiaq Line A/S, share 50 % 182 182 182 182
Aalborg Toldoplag A/S, Aalborg, share 40 % 0 0 0 1,601
Nordjysk Kombi Terminal A/S, Aalborg, share 50 % 0 0 0 209
Arctic Base Supply A/S, share 50 % until October 2nd 2015 (3,490) 3,490 (3,490) 3,490
Reclassification to Group Enterprises 3,490 0 3,490 0

Carrying amount at year-end 5,223 8,618 5,223 10,428

Receivables from Associates
Cost  
Cost at beginning of year 2,000 3,000 2,000 3,000
Changes in the year (1,000) (1,000) (1,000) (1,000)
Cost at year-end 1,000 2,000 1,000 2,000

Carrying amount at year-end 1,000 2,000 1,000 2,000

Securities
Cost
Cost at beginning of year 4,638 4,788 4,639 4,789
Additions for the year 0 0 0 0
Disposals for the year (154) (150) (155) (150)
Cost at year-end 4,484 4,638 4,484 4,639

Carrying amount at year-end 4,484 4,638 4,484 4,639

Total fixed asset investments 67,786 67,777 10,707 17,067

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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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 freight charges.  

The item includes:
Shipments in progress 0 124 0 124
Unpaid Cash-On-Delivery consignments 1,313 2,018 1,313 2,018

12 Cash and cash equivalents/bank debt
Amount in USD 21 725 160 752
Amount in EUR 74 73 224 784
Amount in SEK 0 0 0 5

DKK equivalent in thousands  
(exchange rate at balance sheet date) 696 4,980 2,766 10,437

13 Share capital
Share capital is not divided into classes.
Share capital consists of one DKK 80 million share and one DKK 40 million share.
Share capital has not changed in the last five years. 

14 Minority interests share of equity
Minority interests share of equity at beginning of year 745 1,196
Share of profit for the year (301) (451)
Disposals for the year (444) 0
Minority interests share of equity at year-end 0 745

15 Non-current liabilities other than provisions
Non-current liabilities payable as follows:
Current portion of collateral debt in ships 20,329 13,413 20,329 13,413
Current portion of mortgage debt 0 1,554 0 1,554
Current portion of leasing debt 493 0 493
Total current portion 20,822 14,967 20,822 14,967

Total non-current portion 365,325 172,440 365,325 172,440

Total carrying amount 386,147 187,407 386,147 187,407

Total amortisation account borrowing costs 0 374 0 374

Total nominal value 386,147 187,781 386,147 187,781

Payable after five years (amortised cost)
Collateral debt in ships 258,102 31,696 258,102 31,696
Mortgage debt 1,134 10,439 1,134 10,439
Total amortised Cost 259,236 42,135 259,236 42,135

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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16 Trade payables
Includes the unpaid amount on Cash-on-delivery  
consignments to the amount of 

 
(1,313)

 
(2,018)

 
(1,313)

 
(2,018)

17 Other payables
Payables relating to salaries and wages 36,981 39,122 56,899 59,668
Investment contribution 18,334 16,593 18,334 16,593
Payable costs 12,561 14,439 17,271 18,404
Total other payables 67,876 70,154 92,504 94,665

18 Changes in working capital
Increase/decrease receivables 410 740 (6,489) (6,959)
Increase/decrease operating stocks 427 4,356 575 4,189
Increase/decrease warranty commitments 25 (140) (130) (45)
Increase/decrease trade payables 180 (7,894) (2,710) (7,579)
Increase/decrease other payables etc (2,357) 3,940 2,230 5,692
Total changes in working capital (1,315) 1,002 (6,524) (4,702)

19 Investments
Investments in ships 0 0 0 0
Investments in buildings 1,228 8,284 1,307 8,284
Investments in other fixed assets 14,286 4,582 14,667 12,604
Change in assets under construction 239,378 203,804 239,378 203,804
Total investments 254,892 216,670 255,352 224,692

20 Borrowing for the year
Loans raised, collateral debt in ships 219,240 163,486 219,240 163,486
Loans raised, Leasing 2,640 0 2,640 0
Total borrowing for the year 221,880 163,486 221,880 163,486

21 Instalments for the year
Instalments, collateral in ships 4,534 9,068 4,534 9,068
Instalments, mortgage debt 18,253 1,484 18,253 1,484
Instalments, leasing 353 0 353 0
Total instalments for the year 23,140 10,552 23,140 10,552

22 Assets charged
Nominal value, collateral debt in ships: 648,000 648,000 648,000 648,000
Carrying amount, collateral debt in ships: 91,131 101,890 91,131 101,890
Mortgages on ships are not pledged as security for debts

Mortgage debt is secured by properties 

Nominal value of mortgages is: 31,134 53,386 31,134 53,386
Carrying amount of the mortgaged properties: 41,832 44,881 41,832 44,881

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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23 Leasing and rent liabilities
In addition to liabilities recognised in the balance sheet,  
the Company has the following significant liabilities:
Rental of containers expiring in 2020 and a total  
payment of USD3.5 million, equivalent to DKK:

 
23,588

 
28,895

 
23,588

 
28,895

Of which USD1.98 million falls due in 2016, equivalent to DKK13,536

Obligations under rental agreements until expiration in 2017: 29,753 29,221 29,753 29,221

Obligations under rental agreements until expiration in 2022: 92,271 111,526

Leasing obligations: 1,941 0

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

Limited surety Arctic Base Supply A/S 0 1,000 0 1,000

Instalments of DKK169 million remain unpaid on new ships and these will be reduced by compensation for late delivery.

24 Fees to auditors appointed by the Annual General Meeting 
Fees to the auditors appointed at the AGM are  
recognised in the annual report as follows:
Statutory audit 482 447 745 735
Other assistance 763 589 839 678
Total 1,245 1,036 1,584 1,413

25 Related parties
Related parties are members of the Company’s Board of Directors and Executive Board, the  
Company’s sole shareholder, the Government of Greenland and the Group’s Associates.
Transactions carried out with the Executive Board and the Board of Directors consist of remuneration cf. note 3.
Significant transactions with the owner, the Government of Greenland, consist of payment of dividend.
Significant related party transactions with the Group’s Associates consist primarily of  
rent for housing, travel administration and ship management.
All transactions with related parties have been conducted on an arm’s length basis. 

26 Executive functions
Board of Directors and Executive Management’s executive functions in  
public limited companies, except for wholly-owned Group Enterprises
 
Verner Sonny Daugård Hammeken

Member of the Board of Directors, Arctic Umiaq Line A/S
 
Erik Jørgen Østergaard

Chairman of the Board of Directors, Holdingselskabet Torsøvej 2 A/S
Chairman of the Board of Directors, Holdingselskabet af 19.02.2013 A/S
Member of the Board of Directors, Associated Danish Ports A/S
Member of the Board of Directors, Mols-Linien A/S

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2015 2014 2015 2014
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Basis of accounting 
The Annual Report for Royal Arctic Line A/S has been present-
ed in accordance with the Greenlandic Financial Statements 
Act governing reporting class D enterprises.

The accounting policies are consistent with those applied last 
year with the exception of the calculation of the Bunkers Adjust-
ment Factor/Currency Adjustment Factor. The annual report is 
presented in DKK ’000 unless otherwise stated. 

Changes in accounting policies
The Bunkers Adjustment Factor/Currency  
Adjustment Factor 
The Bunkers Adjustment Factor/Currency Adjustment Factor 
(BAF/CAF) surcharge which covers fluctuations in bunker costs 
is recognised under the company’s net revenue. This surcharge 
is collected in accordance with a model where the actual fluctu-
ations in oil prices and USD exchange rates measured against 
the 2010 baseline are added or subtracted from the freight 
rates. The rate of this surcharge is determined by the Govern-
ment of Greenland in accordance with a model based on actual 
buying prices 1-2 months in advance of the current adjustment 
of the rate. Balances for later billing can therefore occur, par-
ticularly during periods with significant fluctuations in oil and 
USD prices. 

There have been considerable fluctuations in bunker prices 
throughout 2014 and 2015 and the balance has reached a level 
where we deem it correct to calculate the balance/time lag con-
tinuously, so that the item is fully accrued in the annual report.

We have therefore adjusted the item Income from Concession 
Cargo with the following effect on the annual report, including 
equity at beginning of year 2014 for previous years: 

2015 2014
Adjustment DKK ‘000 before tax -1,386 -3,420 
Tax value 441 1,088 
Net adjustment, Equity at beginning  
of 2014 and previous years

 
-1,242

Highlights on page 7 have been adjusted accordingly.

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 asset 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 liability 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 pres-
entation of the annual report and that confirm or invalidate 
affairs and conditions existing at the balance sheet date are 
considered on 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 company) as well as domestic and foreign compa-
nies (Group Enterprises) with commercial activities in progress, 
which are controlled by the Parent, see chart on page 22. 
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 Asso-
ciates.

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 combining uniform financial statement 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.

The Group Enterprises’ financial statement items are recog-
nised in full in the consolidated financial statements.

Minority interests’ proportionate share of profit/loss and net 
assets are disclosed as separate items in the income statement 
and the balance sheet.

Investments in Group Enterprises are offset at the proportionate 
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 recog-
nised in the consolidated financial statements from the time of 
acquiring/establishing such enterprises. Newly established 
enterprises are recognised in the consolidated financial state-
ments from the time such companies commence commercial 
activities. 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 in the acquisition of new 
enterprises, under which identifiable assets and liabilities of 
these newly acquired enterprises are measured at fair value at 
the acquisition date. Provisions are made for costs relating to 
decided and published restructuring of the acquired enterprise 
in connection with its acquisition. Allowance is made for the tax 
effect of restatements made

Accounting policies
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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 separately as deferred income and in the 
income statement as such adverse development is realised. Both 
positive and negative differences are amortised over five years.

Profit or loss from divestment of fixed assets
Profit or loss from divestment or winding-up Group Enterprises 
is calculated as the difference between the selling price or the 
settlement price and the carrying amount of the net assets at 
the time of divestment, including unamortised goodwill and 
estimated divestment or winding-up expenses. Profits and 
losses are recognised in the income statement under other 
income and other expenditure respectively.

Foreign currency translation
On initial recognition, foreign currency transactions are translat-
ed applying the exchange rate at the transaction date. Receiva-
bles, 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 the rate at which the amounts have been hedged. Exchange 
rate 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 expense. Fixed assets purchased in 
foreign currencies are translated using historical rates.

Derivative financial instruments 
On initial recognition, derivative financial instruments are recog-
nised in the balance sheet at cost, subsequently at fair value. 
Derivative financial instruments are recognised in other receiva-
bles or other payables.

Changes in the fair value of derivative financial instruments that 
qualify as hedging instruments to ensure the fair value of a 
recognised asset or a recognised liability are recognised in the 
income statement together with changes in the value of the 
hedged asset or liability.

For derivative financial instruments that do not qualify as hedg-
ing instruments, changes in fair market value are recognised 
currently in the income statement as financial income or finan-
cial expenses.

Income statement 
Revenue
Basis freight income is recognised proportionately according to 
the state of completion of shipments in progress at the financial 
year-end. Other income includes services provided during the 
year. Expenses are recognised in the statement of income in 
the period in which they are incurred. The Bunkers Adjustment 
Factor/Currency Adjustment Factor is recognised with the 
portion that is attributable to the period. 

Other operating income
Other operating income consists mainly of income from service 
contracts entered into with the Government of Greenland. 

Costs
At the time of recognition of freight income etc, freight-related 
costs are expensed.

Freight-related costs
These costs are mainly comprised of before and after transport 
as well as packing and unpacking costs in connection with 
removal services. 

Ships
This item is mainly comprised of costs for the ships’ consump-
tion of fuel and costs for the ships’ maintenance and docking.
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Terminals
The item consists mainly of costs for properties and costs in 
connection with ships calling into port. 

Container operations
The item consists mainly of container rent as well as mainte-
nance and insurance of containers.

Sales and administration
This item comprises selling, marketing and administrative costs. 
It also includes impairment losses on receivables recognised in 
current assets.

Staff costs
Staff costs include salaries and wages as well as social security 
contributions, pension contributions and other staff-related 
costs.

Depreciation
Items of property, plant and equipment are depreciated accord-
ing to the straight-line method over their expected useful lives. 
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

Implementation costs for a new ERP system are recognised in 
the item Transport Equipment, Machinery and Fixtures and are 
depreciated over 3 years. Assets costing less than DKK 50,000 
are recognised in the income statement in the year of acquisi-
tion.

Profits and losses from the sale of property, plant and equip-
ment are calculated as the difference between selling price 
minus selling costs and the carrying amount at the time of sale.

Income from investments in Group Enterprises and 
Associates
The proportionate share of the individual Group Enterprises’ 
profits or losses after tax after elimination of unrealised in-
tra-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 proportionate share of 
Associates’ profit after tax is recognised in the consolidated 
income statement.

Financial income and expenses
Financial income and expenses comprise income interest and 
expenses, 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 period of payment 
other than the financial year are accrued accordingly.

Taxation
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 charged at the rate of 24.5 % 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 carried out according to the 
straight-line principle over a period of five years.

Property, plant and equipment
Items of property, plant and equipment are measured at cost 
less accumulated depreciation and impairment losses. 

Cost comprises 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 ad-
vance payments for new shipbuilding contracts is included in 
the acquisition price of the asset for which the advance pay-
ment is made. 

Leasehold improvements are included under land and build-
ings.

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 
class dockings of ships are recognised in the income statement 
when incurred. 

Investments in Group Enterprises and Associates
Investments in Group Enterprises and Associates are recog-
nised and measured according to the equity method. This 
means that, in the balance sheet, investments are measured at 
the proportionate share of the enterprises’ equity value plus or 
minus unamortised positive, or negative goodwill on consolida-
tion and plus or less 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 ex-
ceeds 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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sNet revaluation of investments in Group Enterprises and Asso-
ciates 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.

Other investments
Securities recognised under fixed asset investments 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.

Inventories
Inventories are measured at cost using the FIFO method or net 
realisable value, whichever is lower.

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

Prepayments
Prepayments posted under assets comprise incurred costs 
relating to subsequent financial years. Prepayments are meas-
ured at amortised cost, which usually equals the nominal 
amount. 

Dividend
Dividend is recognized 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.

Minority interests
Minority interests consist of minority interests’ share of subsidi-
aries’ equity, when these are not wholly owned by the Parent 
Company. 

Provisions
Deferred tax is recognized and measured in accordance with 
the balance-sheet liability method of all temporary differences 
between the carrying amount and tax-based value of assets 
and liabilities. The tax base 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 estimat-
ed to translate into current tax.

Deferred tax is charged at the rate of 24.5 % on Danish income 
and at the rate of 31.8 % on Greenlandic income.

Warranty commitments include commitments under maritime 
law.

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

Other financial liabilities
In 2011, the Company began charging an investment contribu-
tion that constitutes 3.1 % of basic freight income. This invest-
ment contribution, which is collected on behalf of the Govern-
ment of Greenland, is to cover the higher cost of providing 
settlement services following the building of new ships for such 
settlement services.  As these ships are expected to be deliv-
ered in 2015, the investment contribution has been recognised 
in the balance sheet as a payable at 31 December.

Other financial liabilities are recognised at amortised cost, 
which usually equals nominal value.

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

Deferred income also comprises amounts charged in 2015 to 
cover the establishment and operations of border inspection 
posts.

Cash flow statement
Cash flow statement for the Group is presented using the 
indirect method and shows cash flows from operating, invest-
ment and financing activities as well as cash and cash equiva-
lents at the beginning and end of the financial year. 

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

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

Cash flow from investment activities consists of 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 invest-
ments. 

Cash flows from financial activities consist of changes in the 
amount or composition of the share capital and related costs as 
well as the raising of loans, instalment payments on inter-
est-bearing debt and payment of dividend.

Cash and cash equivalents comprise cash at bank and in hand. 
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