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

DKK mio.
2016 2015 2014 2013 2012

Income Statement
Net revenue 802 767 746 719 794
Total revenue 871 833 812 783 864
Operating profit 141 90 37 (24) 8
Net financials (6) 1 (4) 4 (1)
Profit for the year before tax 143 91 33 (20) 7
Profit for the year 98 63 22 (14) 6
Dividend 0 0 0 25 0

Balance sheet
Balance sheet total 1,189 1,173 904 746 817
Investments, fixed assets (113) 255 225 119 (179)
Net working capital 285 158 114 152 251
Long-term debt 243 365 172 24 34
Equity 649 551 487 492 502

Cash	flow	statement
Cash flow from operating activities (36) 108 75 2 55
Cash flow from investment activities 127 (246) (219) (118) 184
Cash flow from financial activities (130) 199 128 (11) (148)
Increase/decrease in cash and cash equivalents (39) 61 (16) (127) 92
Cash at year-end 196 235 174 190 317

Ratios *
Profit margin (%) 18.5 % 11.7 % 4.9 % (3.5) % 1.1 %
Return on capital (%) 12.5 % 7.7 % 4.1 % (3.3) % 1.0 %
Return on equity (ROE) 16.3 % 12.2 % 4.4 % (2.9) % 1.2 %
Solvency ratio (%) 54.6 % 47.0 % 53.9 % 65.9 % 61.4 %
Return on invested capital (ROIC) 19.8 % 12.3 % 6.8 % (5.9) % 1.7 %
Gearing operating assets 1.0 1.5 1.3 0.9 0.8

Average number of full-time employees 706 722 748 762 785

Pre-tax	profit	per	employee	(DK’000) 202 126 44 (27) 9

Revenue per employee 1.14 1.06 1.00 0.94 1.01
 
• Financial ratios are calculated in accordance with the Danish Society of Financial Analysts’ “Recommendations and Financial Ratios 2015”

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.

At the end of 2015, Royal Arctic Line set out to make it easier to 
do business with Greenland. With 2016 behind us, we can see 
we are on the right course. 

Royal Arctic Line took major steps towards networking in 2016 
with Eimskip. Participation in the network will considerably 
increase flexibility and efficiency of our services. At the same 
time, it will reduce investments and operating costs compared 
to the alternatives we have looked at to replace the aging fleet. 

Royal Arctic Line does not have to do everything by itself, 
especially when others can do it better. We are rapidly moving 
from a closed transport system with roots back in the time of 
KGH (the Royal Greenland Trading Company). Royal Arctic Line 
will continue to be the backbone of transport to, from and 
within Greenland. However, further initiatives aiming at a more 
open service structure, where we recommend increased coop-
eration between different carriers and service companies will 
ensure more choices for our customers, both present and 
future. The path from seller to buyer will be shorter, faster, 
easier to use and better. For the benefit of growth opportunities 
in Greenland.

Royal Arctic Line has generally experienced wide support in the 
course of the changes we are making. We remain humble with 
the responsibility in which we have been charged. The changes 
may seem drastic to those who are affected by them. This does 
not deter us from doing what is necessary to modernize the 
vital infrastructure. Let it be clear that Royal Arctic Line will do 
its part to ensure that changes are carried out as safe and 
respectful as possible, without losing grip on the supply portion 
of our responsibility. Making it easy to do business with Green-
land also applies to all of Greenland.

2016 was the best financial year in the history of the shipping 
company. The shipping company has managed to reap the 
benefits of a more streamlined organization and company 
structure. Thus, costs related to personnel and administration 
have been significantly reduced. Efficiency has increased, with 
2016 showing a very positive trend in cargo volume, both 
southbound and northbound. On this basis, the company’s 
financial performance in 2016 is considered to be satisfactory.  

Royal Arctic Line will continue to have a strong focus on cost 
management to encounter rising costs resulting from new ships 
and a new main port in Nuuk, which both will have significant 
effects on the economic development in 2017.

Royal Arctic Line is  
on the right course

Kuno Fencker
Chairman of the Board of Directors

Verner Hammeken
Chief Executive Officer
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One of Royal Arctic Line’s strategic goals for a more streamlined 
organization led to a merge in 2016 with Royal Arctic Bygdeser-
vice. At the same time, the subsidiary company Royal Arctic 
Logistics’ role changed to become a function of Royal Arctic 
Line under the name Royal Arctic Line Danmark A/S. This 
enabled a more streamlined management structure with refer-
ence directly to Nuuk for the individual functions. Focus also 
changed from earnings in Denmark to a desire to reduce the 
company’s costs in Denmark. As a consequence, certain con-
tracts relating to logistics and flight services were denounced. 
The effect of these initiatives has had a decisive impact on the 
reduction of the group’s costs relating to personnel and trans-
port. 

Royal Arctic Line chose to take advantage of its option to cancel 
two settlement ships from the Remontowa shipyard in Gdansk 
after experiencing heavy delays with the project. The delays 
made it necessary to investigate alternative solutions for settle-
ment services, in wich plans were made to achieve the greatest 
possible efficiency for costs and capacity in the Upernavik and 
Uummannaq regions as well as in South and East Greenland. 
The cancellation was carried out in accordance with the con-
tract with the shipyard and in February 2017, the shipping com-
pany received a refund of all outstanding amounts with consid-
erable interest. Accelerated depreciation of remaining pro-
ject-related costs for the cancelled ships affected the profit/loss 
for 2016 by approx. DKK 10 million. 

The two smallest settlement ships, Ivalo Arctica and Minik 
Arctica were delivered after long delays. The ships were chris-
tened in Aasiaat and Qaqortoq and are in service in Disko Bay 
and Uummannaq as well as Mid and West Greenland’s settle-
ment services. The ships have resulted in a change in the way 
settlement services work. Despite challenges with the initial 
implementation of the ships, it is Royal Arctic Line’s belief that 
the ships will benefit settlement services once the initial phase is 
complete.

During 2016, Royal Arctic Line investigated the possibility of 
increasing collaboration with the Icelandic shipping company 
Eimskip. This investigation is expected to result in capacity 
sharing as an operational cooperation from the middle of 2019 
at the latest, but with the possibility of starting earlier using 
chartered vessels. At the same time, work took place on the 
fleet strategy, in particular with the necessary replacements for 
Naja Arctica and Nuka Arctica since they are rapidly approach-
ing 25 years of age. Plans for capacity sharing will enable Royal 
Arctic Line to replace the two aging ocean-going vessels with a 
single new ship. The new ship was commissioned on January 
24th 2017. 

The year is also characterized by a streamlining of the HR pro-
cesses and we have moved closer to a data-operated HR, 
where figures are put to various jobs and their ability to affect 
profits, as well as all employees’ performances, including gener-
al conduct and management quality. The data has also been 
strengthened the potential for employee development using 
problem-solving tests for all salaried employees on land. This 
important work ensures a stronger foundation for development 
plans for everybody and especially, improves the opportunity to 
develop all our talents. 

Regarding IT, the major task has been to replace Royal Arctic 
Line’s own booking system with standard systems in order to 
improve connections to existing and future partners. At the 
same time, this will remove dependency on older technology 
and in time will enable increased efficiency of the business 
processes. 

Air Greenland’s share of ownership in Arctic Umiaq Line was 
taken over mid-year and the company is now fully owned by 
Royal Arctic Line, which will continue to operate the company 
after the discontinuance of the deficit guarantee in 2017. The 
ownership will exploit the synergy that exist in operating vessels 
and with a single owner, parts of the operating organization may 
be further streamlined. There is a service agreement from 2017. 

Management report

In Greenland From Greenland Project cargo To Greenland
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It has been a busy year for Royal Arctic Line in many ways. 
Many initiatives and challenges have been addressed and 
resolved by an organization that has increasingly accepted, that 
much still needs to be changed in order to make it easy to do 
business with Greenland. 

Tendency for cargo volume
Cargo volume in 2016 increased by approx. 11 % from 758,000 
cubic metres in 2015 to 845,000 cubic metres in 2016, includ-
ing project cargo which is mentioned separately below.  

Northbound cargo
Cargo to Greenland mainly consists of food, consumer goods 
and other ordinary goods as well as material for the construc-
tion industry. Northbound cargo accounts for the greater part of 
the company’s revenue and volume is, to a high degree de-
pendent on the general development in Greenland, especially 
within the construction and building industry. Market prices for 
worldwide fish products have resulted in stronger purchasing 
power in Greenland, which in return has strengthened imports 
(northbound). The total volume of northbound cargo increased 
by 13 % compared to 2015, primarily due to increased volume 
of cargo for the building and construction industry and con-
sumer goods such as motorcars, boats and other consumer 
goods. 

Southbound cargo 
Cargo from Greenland consists mainly of fish products, which 
make up of more than 81 % of all export goods. The total 
amount of southbound cargo rose from 252,000 cubic metres 
in 2015 to 288,000 cubic metres in 2016, representing an 
increase of 15 %. The proportion of temperature-regulated 
cargo, primarily fish exports, rose by 13 %.

Although environmental cargo not make up a large proportion 
of the total southbound cargo volume, it is noteworthy that it 
has increased by 51 % from 11,000 cubic metres in 2015 to 
16,500 cubic metres in 2016 due to strategies concerning 
national and municipal cleanup operations. 

Internal cargo volume
The total cargo volume increased from 107,000 cubic metres to 
113,000 cubic metres, which is an increase of 6 %. 

Domestic cargo in Greenland is mainly related to the fishing 
industry and transportation of beer and of water too. Domestic 
cargo involving temperature-regulated goods fell by 6 %. How-
ever, there was an increase in ordinary goods of 9 %. Cargo 
involving motorcars and boats increased by 34 % which, can 
be attributed a stronger economy and the volume of environ-
mental goods increased by 50 % due to the public cleanup 
strategy concerning refuse and the environment. 

Project cargo
The total volume of project goods fell from 30,500 cubic metres 
in 2015 to 26,500 cubic metres in 2016. This is the equivalent to 
a total fall of 13 %, primarily directed to smaller volumes of 
building materials to the new port in Nuuk combined with lower 
activity at Thule Air Base. Most of the cargo for the new port in 
Nuuk was carried in 2015. The same applies for activities at 
Thule Air Base.

Performance for the year
In 2016, the Royal Arctic Line Group revealed a profit before tax 
of approximately DKK 143 million and approximately DKK 98 
million after tax, compared to a profit of approximately DKK 91 
million before tax and DKK 63 million after tax in 2015.
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The positive development in the Group’s performance is 
caused from several factors. As mentioned above, cargo vol-
umes continued to rise in 2016. In particular, income from 
concession cargo increased significantly from DKK 571 million 
in 2015 to DKK 618 million in 2016. Non-concession income fell 
from DKK 196 million in 2015 to DKK 184 in 2016. Including an 
increase of approx. DKK 10 million from investment contribution 
and approximately DKK 2 million from other operating income, 
the total income increased to DKK 871 million in 2016 against 
DKK 833 million in 2015. In addition to this, the BAF/CAF fell by 
approx. DKK 12 million in 2016 as a result of the significant drop 
in oil prices. After adjustments for this, the total increase in 
income, excl. BAF/CAF, was approx. DKK 50 million.

Cargo-related costs fell approximately DKK 38 million against 
DKK 49 million last year. That essentially causes a fall in costs 
regarding removal services as well as primary and secondary 
transport. Separately viewed, the total costs fell by approx. 
DKK 4 million. The fall can mostly be attributed to a 
depreciation of assets under construction in regarding the 
cancellation of the two new ships, offset a fall in personnel 
costs and depreciation.
Other costs viewed as a whole were unchanged compared to 
previous years, but this covers increases/decreases in 
individual cost groups.
In addition to falling costs related to bunkers, costs relating  
to ships were affected by increases in charter costs and 
docking costs etc. 
Costs in operation of terminals were on unchanged  
compared to previous years. 
Costs related to container operations rose by approximately 
DKK 0.8 million, primarily as a result of an increased 
acquisition of pallets. 
The Group’s sales and administration costs rose by 
approximately DKK 2.3 million, mainly as a result of the 
inclusion of Arctic Umiaq Line A/S into the group in the 
second half of 2016. Looking at the parent company alone,  
a fall of approx. DKK 1.2 million were related to e.g.  
travel, IT, communication and marketing. 
Personnel costs fell by approx. DKK 9 million. A major reason 
for is the reduction in staff as a consequence of restructuring 
within the Group. This involved cutting a range  
of salaried jobs, primarily in Aalborg. Considerable savings 
are also made with regard to the hourly-paid workforce. 
On the other hand, costs regarding maritime personnel 
increased, mainly in connection with staffing during the  
phase-in of new ships in 2016. 
In addition, it should be noted that depreciation and impair-
ments fell by approx. DKK 6.3 million, mainly as a result of 
depreciation on rolling stock and gains on sales of fixed assets.
Other operating costs derive from write-down of the remaining 
amount on activated costs concerning the cancellation of two 
new ships which, were not covered by payments from the 
refund guarantees.
The Group’s liquid assets at the end of the year consisted of 
approx. DKK 196 million, compared to DKK 235 million in 2015.

The fall in liquid funds was mainly due to repayment of bank 
debt in connection with the cancellation of the new ships. 
Repayment of bank debt is included with own financial contri-
butions under other receivables, which covers receivables 
from the Polish shipyard and its banks. As mentioned before, 
these receivables were refunded with payments from the 
Polish shipyard on February 17th 2017.

Equity at the end of 2016 was DKK 649 million  
(DKK 551 million in 2015).

Royal Arctic Line’s equity ratio was 54.6 % at the end of  
2016 compared to 47 % at the end of 2015 . 

Changes in Board of Directors and  
Executive Board
All members of the Board of Directors were re-elected at the 
Annual General Meeting in 2015. The Board of Directors there-
fore continues to consist of Kuno 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 in to one year. There are no changes regarding the 
employee-elected members of the Board of Directors. Those 
are still Aningo Broberg, Finn Lindberg and Jens Peter Berth-
elsen. 

Niels Clemensen left the Management Group and the position 
of Head of Network and Strategic Projects has not been filled 
again. Anders Bay Larsen took over the role of Acting Ship 
Operations Manager when the position was transferred to Nuuk 
on February 1st 2017. In connection with this change, Anders 
Bay Larsen took over the general responsibility for the crew 
department. Ivalu Kleist joined the Management Group with 
responsibility for Customer Services as a separate department, 
which was previously part of the commercial organization. This 
is to place focus on customer service during the upcoming 
changes in our service, and also to focus on managing pros-
pects for future earnings. All these activities for Royal Arctic 
Line have now been grouped together under Head of Sales and 
Customer Services, Lars Borris Pedersen.

Events after the balance sheet date
No events have occurred after the balance sheet date to this
date, which leaves the evaluation of this annual report un-
changed, apart from payments of receivables at a Polish ship-
yard as mentioned above.

Group Enterprises and Associates
The Subsidiary company Arctic Base Supply closed down in 
2016 as a consequence of activity lack in this segment. Royal 
Arctic Bygdeservice A/S merged with the parent company on 
January 1st 2016. 

BAF/CAF 
On January 1st 2016, the Bunkers Adjustment Factor/Currency 
Adjustment Factor was -3 %. In February, it fell to the historical-
ly low level of -4 %, when the price of a barrel of oil hit USD 28. 
However, the charge stabilized subsequently at -3 % for most 
of the year and ended at -2 % where the price of a barrel of oil 
reached USD 53. The rate of exchange at the beginning of the 
year was 6.88 DKK/USD and ended at 7.05 DKK/USD and was 
therefore not a significant factor for the level of the charge. The 
BAF/CAF was negative throughout the year, giving customers a 
general discount on their shipments. 

New ships
In September 2013, Royal Arctic Line ordered five ships from 
the Polish shipbuilders, Remontowa Shipbuilding, in Gdansk.
The order to Remontowa Shipbuilding included a Mary-class 
container ship of 606 TEU (TEU = container measurement 
- Twenty foot Equivalent Unit), two container ships with each of 
approximately 108 TEU as well as two smaller vessels each, 
with a container capacity of approximately 36 TEU. In the 
middle of 2016 it was decided to cancel the two 108 TEU ships, 
mainly because of serious delays. The two smaller ships were 
delivered in 2016 and are now in daily operation.

The last ship Malik Arctica, which is a sister ship to Mary was 
delivered in February 2017 and will be used from the middle of 
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May 2017. After the end of the financial year, a new 2,150 TEU 
container ship was commissioned from the Chinese shipyard 
Wenchong in Guangzhou in China. The contract is worth ap-
prox. USD 32 million. Four new ships are currently planned, 
intended to undertake settlement services in East, South and 
North Greenland, and these will be ordered at the end of the 
first quarter 2017.

Corporate Social Responsibility
Royal Arctic Line plays a role in the infrastructure and is therefore 
vital to the transport system of Greenland. This involves a social 
responsibility that is practiced round the clock, all year round. 
Royal Arctic Line is part of the infrastructure that keeps people, 
businesses and institutions going. As a company, we also bear a 
responsibility for how we conduct our business. This includes 
the conditions for our employees, our footprint on the environ-
ment and the way in which we interact with our business part-
ners and the authorities. Royal Arctic Line is proud to claim such 
social responsibility. The shipping company has also a responsi-
bility to be efficient and cost-conscious. By doing so Royal 

Arctic Line can contribute most to society’s capacity to create 
growth.

Royal Arctic Line intends to focus on efforts where it will have 
the greatest effect. We believe that social responsibility is closely 
tied to the society where we operate. Greenland has its chal-
lenges and it is these, we continuously will address and to 
which, we will adjust our social responsibility. Therefore, there 
will be a stronger focus on, where the company can make its 
best contributions with the weight on relevance, in regards to 
the situation in Greenland. 

Royal Arctic Line will prospectively, in line with what we see with 
CSR and Global Compact, will structure its work with corporate 
social responsibility in correlation with the UN’s ”Sustainable 
Government Goals” with emphasis on the parts that in our view, 
have the greatest relevance for Greenland and where we can 
have the greatest influence as a company. 

Social responsibility is adressed in a separate report that will be 
published mid August 2017. 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

BAF/CAF %

-2.0 %

-2.5 %

-3.0 %

-3.5 %

-4.0 %
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Royal Arctic Line’s main activities are based on transport of 
cargo to, from and within Greenland. The level of activity is 
therefore determined by the volume of cargo carried and the 
earnings in Royal Arctic Line reflect the economic development 
and trends in society. Royal Arctic Line expects the general level 
of activity in Greenland in 2017, to be on a level with 2016 or 
marginally lower for northbound volume due to a slightly lower 
level of project cargo. For southbound volume, an increase of 5 
% is expected due to a 7-10 % higher TAC (Total Allowable 
Catch) for the major export fish (halibut, cod, prawns).

Overall, profits for 2017 for Royal Arctic Line A/S are expected  
to be approx. DKK 15 to 25 million before tax. 

Cash flows from operating activities are also expected to be 
positive in 2017. It is estimated that the company has adequate 
financial resources for operations in 2017.
.

Outlook for 2017
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The business of Royal Arctic Line is primarily based on  
transactions in Danish kroner. When transactions are based  
on another currency, it 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.

New ships are 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 earn-
ing-based ratios and solvency etc. 

As of 31st December 2016, all of these covenants have been 
complied with. 

Regarding the shipbuilding contract, arrangements were made 
with the Polish shipyard’s bankers about refund guarantees 
covering Royal Arctic Line’s payment of instalments during the 
construction of the ships. On February 2017 amounts owed by 
the Polish shipyard were reimbursed under the terms of these 
guarantees. Similar guarantees will be established with regard 
to ongoing and upcoming shipbuilding activities.

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

The direct financial risk involved in these obligations are cov-
ered by the concession, but since changes in price and service 
level have a considerable impact on Greenlandic society, any 
changes must be approved by the Government of Greenland. 
This involves a political process, which may be time-consuming 
that also 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 own-
ership and overall communication policy.

Financial risks
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Non-concession business
Developments in concession cargo are dependent upon 
general developments in Greenland and the shipping company 
is vulnerable to modest fluctuations in the volume of the cargo. 
As a consequence, Royal Arctic Line has started to develop 
non-concession areas of businesses, primarily aimed at 
business development in Greenland and not, as it was before, 
in Denmark.  

One of these areas is the supply of research stations in the 
Antarctic. Royal Arctic Line has an agreement with Norsk 
Polarinstitut about an annual supply voyage in December/
January to carry supplies to both the Norwegian and the 
Belgian research stations. The agreement ensures an use of 
capacity that otherwise would be idle due to winters in 
Greenland and therefore it fortifies 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 the Danish 

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 for the 
entire country 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. The investment contribution is intended to secure funding 
of e.g. new tonnage during the duration of the 20-year contract 
for settlement services with the Government of Greenland, 
since the former service contract with Royal Arctic Bygdeser-
vice had no provision for any profit that could secure funding of 
new settlement ships. Following the merger between Royal 
Arctic Bygdeservice and Royal Arctic Line, this contribution has 
been included as a natural part of the shipping company’s 
cargo turnover from January 1st 2017.

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 concession – a right and an obligation
Royal Arctic Line has an exclusive right to ship cargo to, from 
and between the towns in Greenland. 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 in 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.
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Defence Command, bringing supplies to its activities in East 
Greenland. All these contracts are won in open tenders.

In Greenland, Royal Arctic Line undertakes trawler solutions, 
container-loading and other activities in connection with the 
fishing industry. 

Activities in Denmark in competition with other logistics 
companies are undergoing changes, seeking improved 
efficiency and flexibility by deliberately deselecting general 
cargo (LCL) activities. Data exchange and digitisation are 
important parameters here.  

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 sailing schedule. 

Royal Arctic Line’s object for regularity concerning the master 
schedule is 80 %. The average punctuality was 80 % in 2016.

Average punctuality
2016 2015 2014 2013 2012 2011

Realised 80 % 82 % 85 % 85 % 73 % 72 %
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Sailing in arctic waters often includes harsh weather. That 
consequently delays calls into port. The goal for average 
regularity is therefore 80 % throughout a year. 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. 
April 2016 was particularly hit hard by a crane breakdown on 
Naja Arctica, by a gantry breakdown at the Port of Aalborg and 
by the ice situation in South Greenland. Punctuality at the end 
of the year was affected extraordinarily by a fire in the engine 
room of the Nuka Arctica in November. 

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

2016     2015
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Facts about Greenland
From north to south Greenland measures 2,670  
kilometres. 18 towns, 60 villages and small number of 
settlements are located along the 40,000 km long coast 
line. Most of the towns and villages are placed on the 
west coast. 

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

with ice in winter and supplies must be delivered  
by air for three to six months during 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, whilst Nuuk, with 16,900 inhabitants is the 
largest town in the country and the only town to have 
more than 6,600 inhabitants. 
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Royal Arctic Line Danmark A/S
The company is Royal Arctic Line A/S’ general agent in Den-
mark and its purpose is to carry out terminal and warehousing 
operations, liner and other agency services, forwarding and 
brokerage services and other, associated business.

The main activities in the company involve customer services 
for Royal Arctic Line, warehousing for receipt and delivery of 
cargo to and from Greenland, operation of the Port of Aalborg’s 
container terminal for Royal Arctic Line and other feeder 

operators and the running of a repair workshop. In recent years, 
some freight forwarding businesses were deselected and this is 
now carried out in cooperation with TVG/Zimsen, a logistics 
firm owned by the Eimskip shipping company. 

The company made a profit of DKK 0.1 million (2015: 1.2 million) 
which is considered to be satisfactory when considering the 
company’s role as subcontractor to Royal Arctic Line. A similar 
performance is expected for 2017.

Royal Arctic Line Group

Royal Arctic Line A/S
Nuuk

Royal Arctic Line Danmark A/S
100 %, Aalborg

Arctic Umiaq Line A/S
100 %, Nuuk
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Until July 1st, Arctic Umiaq Line A/S was owned 50 % by 
Royal Arctic Line A/S and 50 % by Air Greenland A/S. The 
company had a service contract with a deficit guarantee from 
the Government of Greenland until the end of 2016. On July 
1st 2016 Royal Arctic Line acquired Air Greenland’s share with 
the intention of continuing operations after the expiration of 
the deficit guarantee. 

The company was established in the autumn of 2006 to ac-
quire and operate the coastal ferry Sarfaq Ittuk. Sarfaq Ittuk 

operates ferry services on the West Coast between Qaqortoq 
and Ilulissat. Focus is primarily on transportation of local travel-
lers, but services are also provided to the tourist industry. 

From January 1st 2017 Arctic Umiaq Line A/S has 3 (2016: 4) 
land-based employees.

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

Arctic Umiaq Line
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The profit/loss for 2016 is 0, since the company had had a 
government deficit guarantee contract. From January 1st 2017 
the company has a four-year service contract with the govern-
ment for a fixed annual contribution to services on Green-
land’s west coast. Despite a reduction of costs regarding the 
land-based organization and prospects of a slight increase in 
numbers of passengers, the profit/loss for 2017 is expected to 
be 0 due to the negative effect of major repairs in connection 
with a 25-year class maintenance survey of Sarfaq Ittuk. 

Other Associates
The Royal Arctic Group has also 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.gI

The role of the shareholders and  
interaction with management
The Board of Directors and the Executive Board of Royal Arctic 
Line support an active ownership and therefore enter a close 
dialogue between the Company and the shareholder’s repre-
sentatives, Naalakkersuisut and the Ministry for Municipalities, 
Settlements, Outlying Districts, Infrastructure and Housing. 
Shareholder meetings are held where the Chairman informs the 
attendants of important developments or changes in financial 
results and 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 
the owner is informed of any major decisions.

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 and 
through shareholder meetings for the owner. These are also 
addressed at the annual report under corporate responsibility. 
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 remuner-
ation 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 published 
on www.ral.gl

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 align them with the Guidelines on Corporate 
Governance for Public Limited Companies Owned by the 
Government of Greenland: 

  –   Inform the shareholder of any significantly  
expected and realised 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 as well as prognosis presented in 
correspondence with the financial statement

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

  –   Consider the organization of the company at least once a 
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 Green-
land, which appoints the chairman of the Board of Directors 
and four directors. The employees of Royal Arctic Line elect 
three employee members to the Board of Directors. In spring of 
2014, employees were elected as Board members in a four-year 
term.

Referring 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 completes an annual self-evaluation 
relating to its overall skills, possible training requirements, 
co-operation between the directors themselves and coopera-
tion with the Executive Board. The evaluation is made with the 
assistance of an external consultant and the results are pre-
sented to the shareholder.

Corporate Governance  
in Royal Arctic Line
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Management remuneration
The Board of Directors at Royal Arctic Line has adopted a 
remuneration policy that includes guidelines on the remunera-
tion of the Board of Directors, the Executive Board, highly 
influential staff members and employees performing control 
functions. 

The Executive Board is remunerated in accordance with the 
remuneration policy. The remuneration, including pension 
contributions is evident from the annual report and is consid-
ered consistent with market terms. The contracts of the mem-
bers of the Executive Board contain no termination benefits or 
bonus plans. 

The remuneration of the Board of Directors follows the remu-
neration 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 and the Chairman of the 
audit work group are each 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 Direc-
tors for approval. The Board of Directors is also presented with 
monthly reports, interim financial statements and forecasts and 
adopts the budget. The budget and budget control procedures 
for major investments are also presented to the Board of Direc-
tors.

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

Company Auditors
The Board of Directors evaluates the independency and com-
petency of the auditors as a basis for the Annual General Meet-
ing’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 appoint-
ed 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 2016 for Royal Arctic Line 
A/S. 

The annual report is presented in accordance with the Green-
landic 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.

Nuuk, March 3rd, 2017

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 2016, 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. Furthermore, Manage-
ment is responsible for internal controls, which Management 
consider necessary, to prepare 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 whether 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 rea-
sonableness 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 suffi-
cient 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 December 31st 
2016 and of the results of their operation and cash flows for  
the financial year January 1st to December 31st 2016 in 
accordance to the Greenlandic Financial Statements Act.

Nuuk, March 3rd, 2017

Deloitte
Statsautoriseret Revisionspartnerselskab

Claus Bech
State Authorised Public Accountant 

Kim Takata Mücke
State Authorised Public Accountant



28

Income statement 2016

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015

Revenue
Income from concession cargo 617,985 565,852 617,985 571,196
Income from non-concession cargo 100,319 120,504 184,470 195,896
Net revenue 718,304 686,356 802,455 767,092
Other operating income 68,587 4,665 68,060 66,314

1 Total income 786,891 691,021 870,515 833,406

Expenditures
2 Cargo-related expenditure (28,580) (30,969) (37,636) (48,706)

Gross profit 758,311 660,052 832,879 784,700

Ships (152,793) (132,438) (159,060) (160,180)
Terminals (116,714) (109,373) (96,406) (96,617)
Container operations (45,314) (48,092) (28,366) (27,526)
Sales and administration (33,919) (35,145) (52,404) (50,133)

3 Staff costs (225,434) (208,681) (308,394) (317,434)
4 Amortisation, depreciation and impairment losses on fixed assets (32,736) (35,969) (36,698) (43,025)

Other operating costs (10,074) 0 (10,074) 0
Total expenditures (616,984) (569,698) (691,402) (694,915)

Operating profit 141,327 90,354 141,477 89,785

5 Income from investments in Group enterprises 110 380 0 0
5 Income from investments in Associates (1,169) (207) (1,169) 23

Income from investments in securities that are fixed assets 8,388 100 8,388 150

Profit before financial items 148,656 90,627 148,696 89,958

Financial income and expenditure
6 Financial income 1,256 3,296 1,366 3,266

Impairnent of financial fixed assets (3,805) 0 (3,822) 0
7 Financial expenditure (3,284) (2,095) (3,379) (2,210)

Profit before tax 142,823 91,828 142,861 91,014

Tax
8 Tax on profit for the year (45,228) (28,502) (45,266) (27,989)

Profit for the year 97,595 63,326 97,595 63,025

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

Profit for the year 97,595 63,326 97,595 63,326

Proposed distribution of profit
Proposed dividend for the fiscal year 0 0
Transfer to reserve for net revaluation (5,364) (2,027)
Retained earnings 102,959 65,353
Total 97,595 63,326
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Assets at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015

Fixed assets

Property, plant and equipment
Ships 252,955 91,931 253,956 91,931
Buildings 69,057 74,137 72,878 78,787
Transport equipment, harbour boats, machinery and fixtures 60,309 51,026 83,167 73,162
Assets under construction 254,542 576,499 254,542 576,499

9 Total property, plant and equipment 636,863 793,593 664,543 820,379

Fixed asset investments
Investments in Group Enterprises 46,412 57,079 0 0
Investments in Associates 3,872 5,223 3,872 5,223
Receivables from Associates 0 1,000 0 1,000
Securities 1,493 4,484 1,493 4,484

10 Total fixed assets investments 51,777 67,786 5,365 10,707

Total fixed assets 688,640 861,379 669,908 831,086

Current assets
Inventories and operating stock

Operating stock 16,473 12,115 17,407 14,676
Total inventories and operating stock 16,473 12,115 17,407 14,676

Receivables
11 Trade receivables 72,330 60,547 87,430 70,141

Receivables from Group Enterprises 1,951 1,840 0 0
Receivables from Associates 0 1,540 0 1,806
Other receivables 213,141 3,845 213,383 13,521
Prepayments 4,740 6,550 4,740 6,567
Total receivables 292,162 74,322 305,553 92,035

Cash
12 Cash and cash equivalents 156,231 201,204 195,852 234,824

Total current assets 464,866 287,641 518,812 341,535

Total assets 1,153,506 1,149,020 1,188,720 1,172,621



30

Liabilities at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015

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

Reserve for net revaluation of investments:
- Group Enterprises 31,303 41,532 0 0
- Associates 375 726 375 726
Retained earnings 497,326 388,427 528,629 429,959
Equity total 649,004 550,685 649,004 550,685

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

Total minority interests 0 0 0 0

Provisions
8 Deferred tax 62,500 71,596 63,340 72,391

Warranty commitments 310 410 310 410
Total provisions 62,810 72,006 63,650 72,801

Liabilities 
Non-current liabilities 

Collateral debt in ships 240,262 362,397 240,262 362,397
Mortgage debt 1,134 1,134 1,134 1,134
Leasing debt 1,274 1,794 1,274 1,794

15 Total non-current liabilities 242,670 365,325 242,670 365,325

Current liabilities
15 Next year’s instalments on non-current liabilities 13,476 20,822 13,476 20,822
16 Trade payables 35,891 16,957 39,612 20,450

Payables to Group Enterprises 4,048 5,718 0 0
Payables to Associates 0 825 0 915
Income tax 52,865 37,965 52,624 38,278

17 Other payables 68,960 67,876 103,899 92,504
Prepayments 23,782 10,841 23,785 10,841
Current liabilities 199,022 161,004 233,396 183,810

Total current liabilities 441,692 526,329 476,066 549,135

Total equity and liabilities 1,153,506 1,149,020 1,188,720 1,172,621

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 2016 120,000 42,258 0 388,427 550,685
Transferred to distributable reserves (5,216) 5,216 0
Regulation at merger 724 724
Profit for the year (5,364) 0 102,959 97,595
Equity 31st December 2016 120,000 31,678 0 497,326 649,004

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

ROyAL ARCTIC GROuP

Equity 1st January 2016 120,000 725 0 429,960 550,685
Other entries on shareholder’s equity (350) 350 0
Regulation at merger 724 724
Profit for the year 97,595 97,595
Equity 31st December 2016 120,000 375 0 528,629 649,004

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

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015

Cash flow from operating activities
Operating profit 141,327 90,354 141,477 89,785
Amortisation, depreciation and impairment losses 32,736 35,969 36,698 43,025
Dividends from Group Enterprises 500 2,200 0 680
Net interest (2,028) 1,301 (2,013) 1,206

8 Income tax paid (37,970) (19,374) (38,337) (20,421)
18 Changes in working capital (194,590) (1,315) (173,719) (6,524)

Cash flow from operating activities (60,025) 109,135 (35,894) 107,751

Cash flow from investment activities
10, 19 Investments 121,192 (254,892) 112,620 (255,352)

Fixed asset divestments 3,025 2,365 5,948 4,516
Divestment and acquisition of fixed asset investments (4,000) 0 (4,000) 0
Net investment in shares in affiliated and associated companies 17,705 (3,190) 11,327 4,106
Loan capital, Associates 1,000 1,000 1,000 1,000
Cash flow from investment activities 138,922 (254,717) 126,895 (245,730)

Cash flow from financing activities
20 Loans raised in the year 17,366 221,880 17,366 221,880
21 Instalments in the year (147,339) (23,140) (147,339) (23,140)

Dividend paid 0 0 0 0
Cash flow from financing activities (129,973) 198,740 (129,973) 198,740

Increase/decrease in cash and cash equivalents (51,076) 53,158 (38,972) 60,761
Cash and cash equivalents at 1st January 2015 201,204 148,046 234,824 174,063
Addition at merger 6,103 0 0 0
Cash and cash equivalents at 31st December 2016 156,231 201,204 195,852 234,824

Consisting of the following:
12 Cash and cash equivalents 156,231 201,204 195,852 234,824

Total 156,231 201,204 195,852 234,824
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Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 unless otherwise stated 2016 2015 2016 2015

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.

Income derived from ferry services (Arctic Umiaq Line A/S)  
is posted under non-concession cargo income.                                                                                   27,780 

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 194,197 176,796 268,070 272,845
Pension contributions and social security contribution 26,652 25,790 34,268 35,844
Other staff costs 4,585 6,095 6,056 8,745
Total staff costs 225,434 208,681 308,394 317,434

Executive Board 3,109 2,875
Board of Directors 1,325 1,313
Total remuneration 4,434 4,188

Average number of full-time employees 547 522 706 722
Number of employees at year-end 556 533 693 701

Average number of trainees 59 50 60 50
Number of trainees at year-end 69 41 70 41

At year-end the following number of  
Royal Arctic Line A/S employees were loaned out to:
Arctic Umiaq Line A/S 35 34
Royal Arctic Bygdeservice A/S 0 20

4 Amortisation, depreciation and impairment losses on fixed assets 
Ships 13,007 11,559 13,432 11,559
Buildings 5,080 5,063 5,909 5,887
Transport equipment, harbour boats, machinery and fixtures 17,239 20,985 22,027 27,582
Profit/loss on sale of fixed assets (2,590) (1,638) (4,670) (2,003)
Total Amortisation, depreciation and impairment losses 32,736 35,969 36,698 43,025
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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 Line Danmark A/S 127 1,213
Arctic Umiaq Line A/S (addition from July 1st 2016) 0 0
Royal Arctic Bygdeservice A/S (closed down  
upon merger January 1st 2016)

 
0

 
(850)

Arctic Base Supply A/S -17 17
Total income from investments in group enterprises 110 380

Income from investments in associates after tax
Ejendomsselskabet Suliffik A/S (1,169) 95 (1,169) 95
Arctic Umiaq Line A/S (Group enterprise from July 1st 2016) 0 0 0 0
Aalborg Toldoplag A/S 0 0 0 230
Nordjysk Kombi Terminal A/S 0 0 0 0
Arctic Base Supply A/S 0 (302) 0 (302)
Total, income from investments in associates (1,169) (207) (1,169) 23

6 Financial income
Income from fixed asset investments 8,388 100 8,388 150
Income from Group Enterprises 0 0 0 0
Income from derivatives 0 0 0 0
Other financial income 1,257 3,296 1,366 3,266
Total financial income 9,645 3,396 9,754 3,416

7 Financial expenditures
Expenditure, Group Enterprises 0 0 0 0
Expenditure, derivatives 0 (284) 0 (284)
Other financial expenditures 3,284 (1,811) 3,379 (1,926)
Total financial expenditures 3,284 (2,095) 3,379 (2,210)

In addition, the year’s share of financial expenditures for 
building new ships is recognised in the balance sheet. 10,932 9,284 10,932 9,284

8 Income tax
Tax on profit for the year consists of:
Royal Arctic Line A/S
Current tax, Greenland 52,865 37,966 52,865 37,966
Deferred tax, Greenland (7,607) (9,464) (7,607) (9,464)
Adjustment, previous years (30) (30)
Group Enterprises
Current tax, Greenland - - 0 0
Current tax, Denmark - - 0 260
Adjustment, previous years - - 0 (104)
Deferred tax, Greenland - - 0 (396)
Deferred tax, Denmark - - 38 (262)
Effect of change in tax rate, Denmark - - 0 (13)
Tax on profit for the year 45,228 28,502 45,266 27,987

Income tax (37,970) 19,374 (38,337) 20,421
Total tax paid (37,970) 19,374 (38,337) 20,421

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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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 (0.1) % (0.6) % (0.1) % (0.6) %
Difference in income tax for Group Enterprises 0.0 % (0.1) % 0.0 % (0.4) %
Effect of change in rate of deferred tax, Denmark 0.0 % 0.0 % 0.0 % (0.0) %
Other income tax rate, minority interests 0.0 % 0.0 % 0.0 % 0.1 %
Other, incl. non-deductible costs 0.0 % 0.0 % 0.0 % (0.0) %
Effective income tax rate for the year 31.7 % 31.1 % 31.7 % 30.8 %

Provision for deferred tax is mainly due to accelerated depreciation  
for tax purposes and is composed as follows:
Provisions at beginning of year 71,596 81,060 72,391 82,620
Addition on merger (729) 0 (729) 0
Adjustment deffered tax – equity at merger (724) 0 (724) 0
Adjustment for the previous year (36) 0 (36) 0
Provisions for the year (7,607) (9,464) (7,562) (10,229)
Tax value of dividends 0 0 0 0
Provisions at year-end 62,500 71,596 63,340 72,391

Deferred tax is incumbent upon financial statement items as follows:
Property, plant and equipment 59,813 61,424 61,685 62,723
Fixed asset investments 10,076 13,474 10,076 13,474
Current assets 802 (1,081) 770 (1,112)
Long term debts (570) (727) (570) (727)
Other (7,621) (1,494) (8,621) (1,967)
Total 62,500 71,596 63,340 72,391

9 Property, plant and equipment
Ships 

Cost price
Cost price at beginning of year 781,743 781,743 795,939 795,939
Addition on merger 13,726 0 13,726 0
Addition on acquisition 0 0 9,944 0
Addition for the year 174,033 0 174,033 0
Disposal for the year 0 0 0 0
Transferred to other items 0 0 0 0
Cost price at year-end 969,502 781,743 993,642 795,939

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 689,814 678,253 704,008 692,449
Depreciation and impairment losses on merger 13,726 0 13,726 0
Addition for the year on acquistion 0 0 8,520 0
Depreciation and impairment losses for the year 13,007 11,559 13,432 11,559
Impairment losses for the year 0 0 0 0
Depreciation and impairment losses for the year 0 0 0 0
Depreciation and impairment losses at year-end 716,547 689,812 739,686 704,008

Carrying amount at year-end 252,955 91,931 253,956 91,931

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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Property, buildings 
Cost
Cost price at beginning of year 156,967 155,739 167,368 166,061
Additions for the year 0 1,228 0 1,307
Disposals for the year 0 0 0 0
Retained from other items 0 0 0 0
Cost at year-end 156,967 156,967 167,368 167,368

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 82,830 77,767 88,581 82,694
Depreciation and impairment losses for the year 5,080 5,063 5,909 5,887
Impairment losses for the year 0 0 0 0
Depreciation and impairment losses on disposals for the year 0 0 0 0
Depreciation and impairment losses at year-end 87,910 82,830 94,490 88,581

Carrying amount at year-end 69,057 74,137 72,878 78,787

Transport equipment, harbour boats machinery and fixtures
Cost
Cost at beginning of year 341,384 339,163 431,038 439,805
Addition for the year on merger 310 0 0 0
Addition for the year on acquisition 0 0 667 0
Additions for the year 26,732 14,286 33,213 14,667
Disposals for the year (14,166) (12,065) (38,236) (23,434)
Retained from other items 0 0 0 0
Revaluation at year-end 354,260 341,384 426,682 431,038

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

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 290,358 280,863 357,876 352,870
Addition for the year on merger 74 0 0 0
Addition for the year on acquisition 0 0 561 0
Depreciation and impairment losses for the year 17,239 20,985 22,027 27,583
Impairment losses for the year 0 0 0 0
Depreciation and impairment losses on disposals for the year (13,720) (11,492) (36,949) (22,577)
Depreciation and impairment losses at year-end 293,951 290,358 343,515 357,876

Carrying amount at year-end 60,309 51,026 83,167 73,162

Assets held under finance leases 1,716 2,244 1,716 2,244

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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Assets under construction – Ships
Cost
Cost at beginning of year 576,499 336,426 576,499 336,426
Additions for the year 57,853 240,072 57,853 240,072
Disposals for the year (174,033) 0 (174,033) 0
Additions for the year (226,378) 0 (226,378) 0
Carrying amount at year-end 233,941 576,499 233,941 576,499

Includes financial expenditures of: 40,664 23,944 40,664 23,944

Assets under construction – buildings
Cost
Cost at beginning of year 0 695 0 695
Additions for the year 2,013 0 2,013 0
Disposals for the year 0 (695) 0 (695)
Transfer to other items 0 0 0 0
Carrying amount at year-end 2,013 0 2,013 0

Assets under construction – transport equipment, harbour boats, machinery and fixtures
Cost
Cost at beginning of year 0 0 0 0
Additions for the year 18,588 0 18,588 0
Disposals for the year 0 0 0 0
Transfer to other items 0 0 0 0
Carrying amount at year-end 18,588 0 18,588 0

Total assets under construction 254,542 576,499 254,542 576,499

Total property, plant and equipment 636,863 793,593 664,543 820,379

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 15,548 12,109
Additions for the year 4,000 3,189
Disposals for the year (5,439) 0
Reclassification from Associates 1,000 250
Cost at year-end 15,109 15,548

Revaluation and impairment losses 
Revaluation and impairment losses at beginning of year 41,531 40,413
Disposals for the year (5,215) 0
Reclassification from Associates (818) 2,938
Additional impairment on additions (3,805) 0
Share of profit for the year 110 380
Dividend paid (500) (2,200)
Revaluation and impairment losses at year-end 31,303 41,531

Carrying amount at year-end 46,412 57,079

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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Investment in Associates
Cost
Cost at beginning of year 4,497 4,747 4,498 5,179
Additions for the year 0 0 0 0
Disposals for the year 0 0 0 0
Reclassification to Group Enterprises (1,000) (250) (1,000) (250)
Disposals for the year 0 0 0 (431)
Cost at year-end 3,497 4,497 3,498 4,498

Revaluation and impairment losses
Revaluation and impairments losses at beginning of year 726 3,871 725 5,249
Share of profit for the year (1,169) (207) (1,169) 23
Reclassification to Group Enterprises 818 (2,938) 818 (2,938)
Paid dividend 0 0 0 (680)
Reversal of disposals 0 0 0 (929)
Revaluation and impairment losses at year-end 375 726 374 725

Carrying amount at year-end 3,872 5,223 3,872 5,223

Ejendomsselskabet Suliffik A/S, Nuuk, share 30.3 % 3,872 5,041 3,872 5,041
Arctic Umiaq Line A/S, share 50 % 182 182 182 182
Arctic Base Supply A/S, share 50 % until October 2nd 2015 0 3,490 0 3,490
Reclassification to Group Enterprises (182) (3,490) (182) (3,490)

Carrying amount at year-end 3,872 5,223 3,872 5,223

Receivables from Associates
Cost  
Cost at beginning of year 1,000 2,000 1,000 2,000
Changes in the year (1,000) (1,000) (1,000) (1,000)
Cost at year-end 0 1,000 0 1,000

Carrying amount at year-end 0 1,000 0 1,000

Securities
Cost
Cost at beginning of year 4,484 4,638 4,484 4,639
Additions for the year 0 0 0 0
Disposals for the year (2,991) (154) (2,991) (155)
Cost at year-end 1,493 4,484 1,493 4,484

Carrying amount at year-end 1,493 4,484 1,493 4,484

Total fixed asset investments 51,777 67,786 5,365 10,707

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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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:
Unpaid Cash-On-Delivery consignments 1,241 1,313 1,241 1,313

12 Cash and cash equivalents/bank debt
Amount in USD 11 21 71 160
Amount in EUR 859 74 963 224
Amount in SEK 0 0 0 0

DKK equivalent in thousands  
(exchange rate at balance sheet date)

 
6,467

 
696

 
7,656

 
2,766

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 0 745
Share of profit for the year 0 (301)
Disposals for the year 0 (444)
Minority interests share of equity at year-end 0 0

15 Non-current liabilities other than provisions
Non-current liabilities payable as follows:
Current portion of collateral debt in ships 12,956 20,329 12,956 20,329
Current portion of mortgage debt 0 0 0 0
Current portion of leasing debt 520 493 520 493
Total current portion 13,476 20,822 13,476 20,822

Total non-current portion 242,830 365,325 242,830 365,325

Total carrying amount 256,306 386,147 256,306 386,147

Total amortisation account borrowing costs 0 0 0 0

Total nominal value 256,306 386,147 256,306 386,147

Payable after five years (amortised cost)
Collateral debt in ships 178,595 258,102 178,595 258,102
Mortgage debt 1,134 1,134 1,134 1,134
Total amortised Cost 179,729 259,236 179,729 259,236

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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16 Trade payables
Includes the unpaid amount on Cash-on-delivery  
consignments to the amount of 

 
(1,241)

 
(1,313)

 
(1,241)

 
(1,313)

17 Other payables
Payables relating to salaries and wages 52,586 36,981 75,455 56,899
Investment contribution 0 18,334 0 18,334
Payable costs 16,374 12,561 28,444 17,271
Total other payables 68,960 67,876 103,899 92,504

18 Changes in working capital
Increase/decrease receivables (216,727) 410 (213,518) (6,489)
Increase/decrease operating stocks (2,211) 427 (2,731) 575
Increase/decrease warranty commitments (100) 25 (100) (130)
Increase/decrease trade payables 18,483 180 19,162 (2,710)
Increase/decrease other payables etc 5,965 (2,357) 23,468 2,230
Total changes in working capital (194,590) (1,315) (173,719) (6,524)

19 Investments
Investments in ships 174,033 0 175,457 0
Investments in buildings 0 1,228 0 1,307
Investments in other fixed assets 26,732 14,286 33,880 14,667
Change in assets under construction (321,957) 239,378 (321,957) 239,378
Total investments (121,192) 254,892 (112,620) 255,352

20 Borrowing for the year
Loans raised, collateral debt in ships 17,366 219,240 17,366 219,240
Loans raised, Leasing 0 2,640 0 2,640
Total borrowing for the year 17,366 221,880 17,366 221,880

21 Instalments for the year
Instalments, collateral in ships 146,847 4,534 146,847 4,534
Instalments, mortgage debt 0 18,253 0 18,253
Instalments, leasing 492 353 492 353
Total instalments for the year 147,339 23,140 147,339 23,140

22 Assets charged
Nominal value, collateral debt in ships: 648,000 648,000 648,000 648,000
Carrying amount, collateral debt in ships: 247,501 91,131 247,501 91,131
Mortgages on ships are not pledged as security for debts

Mortgage debt is secured by properties 

Nominal value of mortgages is: 31,134 31,134 31,134 31,134
Carrying amount of the mortgaged properties: 38,782 41,832 38,782 41,832

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2016 2015 2016 2015
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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 USD1.8 million, equivalent to DKK:

 
12.325

 
23.588

 
12.325

 
23.588

Of which USD1.1 million falls due in 2017, equivalent to DKK 6,927

Obligations under rental agreements until expiration in 2017: 27,466 29,753 27,466 29,753

Obligations under rental agreements until expiration in 2022: 80,353 92,271

Leasing obligations: 696 1,941

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

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 750 482 1,070 745
Other assistance 633 763 673 839
Total 1,383 1,245 1,743 1,584

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
 
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
Chairman 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 2016 2015 2016 2015
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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.

The annual report is 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 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 loses that have appeared prior to the 
annual report have been considered and presented at the 
recognition and mesurement. They confirmed and invalidate 
conditions that exists on the balance sheet date. 

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 19. 
Control is achieved by the Parent, directly or indirectly, holding 
more than 50 % of the voting rights.

Arctic Umiaq Line A/S is from July 1st 2016 factored as a 100 % 
owned subsidiary in the consolidated financial statements. 

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.

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. Upon the acquisition 
of 50 % of the shares in Arctic Umiaq Line A/S an accelerated 
depreciation of the difference was carried out due to special 
contractual conditions. Negative differences in amount (nega-
tive goodwill), corresponding to an estimated adverse develop-
ment in the relevant enterprises, are recognised in the balance 
sheet separately as deferred income and in the income state-
ment as such adverse development is realised. Both positive 
and negative differences are amortised over five years.

Accounting policies
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Profit or loss from divestment of fixed assets
Profit or loss from divestment or winding-up of Group Enterpris-
es 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 or winding-up, 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 invoiced 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 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 primary and secondary 
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.

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.
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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 22.0 % of Danish income, and  
at the rate of 31.8 % of Greenlandic income.

 
Balance sheet
Tangible fixed assets
Tangible fixed assets are measured at cost less accumulated 
amortisation 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  
advance payments for new shipbuilding contracts is included  
in the acquisition price of the asset for which the advance 
payment is made. 
Leasehold improvements are included under land and  
buildings.
Property, plant and equipment are written down to the lower of 
recoverable amount and carrying amount when this is lower 
than the carrying amount. Costs for maintenance carried out in 
connection with ordinary class dockings of ships are recog-
nised 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.

Net 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.
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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 22.0 % 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 which is calculated after payment of the final instal-
ment. 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. After delivery of the ships, the investment 
contribution will no longer be collected on behalf of the Govern-
ment of Greenland, but will instead be included in the ordinary 
cargo tariff. Investment contribution previously collected until 
the delivery of the settlement ships in 2016 is included in con-
cession income. The surplus amount from 2015 has been 
transferred and is recognised as part of the service contribution 
from the Government of Greenland for 2016.

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. 

From 2014, amounts charged to cover the costs of establishing 
and operating Border Inspection Posts have been included.
 
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, 
fixed asset investments and financial fixed assets. 

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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