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

DKK mio.
2017 2016 2015 2014 2013

Income Statement
Net revenue 796 802 767 746 719
Total revenue 861 871 833 812 783
Operating profit (2) 141 90 37 (24)
Net financials (6) (6) 1 (4) 4
Profit for the year before tax (8) 143 91 33 (20)
Profit for the year (7) 98 63 22 (14)
Dividend 0 0 0 0 25

Balance sheet
Balance sheet total 1,137 1,189 1,173 904 746
Investments. fixed assets 135 (113) 255 225 119
Net working capital (48) 285 158 114 152
Long-term debt 2 243 365 172 24
Equity 642 649 551 487 492

Cash flow statement
Cash flow from operating activities 159 (36) 108 75 2
Cash flow from investment activities (130) 127 (246) (219) (118)
Cash flow from financial activities 16 (130) 199 128 (11)
Increase/decrease in cash and cash equivalents 45 (39) 61 (16) (127)
Cash at year-end 240 196 235 174 190

Ratios *
Profit margin (%) (0.2) % 18.5 % 11.7 % 4.9 % (3.5) %
Return on capital (%) (0.1) % 12.5 % 7.7 % 4.1 % (3.3) %
Return on equity (ROE) (1.0) % 16.3 % 12.2 % 4.4 % (2.9) %
Solvency ratio (%) 56.4 % 54.6 % 47.0 % 53.9 % 65.9 %
Return on invested capital (ROIC) (0.2) % 19.8 % 12.3 % 6.8 % (5.9) %
Gearing operating assets 1.2 1.0 1.5 1.3 0.9

Average number of full-time employees 744 706 722 748 762

Pre-tax profit per employee (DK’000) (10) 202 126 44 (27)

Revenue per employee 1.07 1.14 1.06 1.00 0.94
 
* 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 ports 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 was previously a part of the Den 
Kongelige Grønlandske Handel (Royal Greenland Trading 
Company) which started sailing to Greenland in 1774. Since 
1993 the company has had its present name. The company is 
wholly owned by the Government of Greenland.

2017 was truly a year of transformation. We ordered a new 
ocean-going vessel in China. We implemented new IT systems 
and all Greenland’s new port, Sikuki Nuuk Harbour, was fin-
ished and was taken into use in the middle of September.

Together with the other strategic initiatives for collaboration with 
partners, these investments will be part of a new marine trans-
port system that will connect Greenland to the global container 
network in the most economical manner possible, and in the 
most efficient manner possible, with strong connections to the 
entire world. It will improve Greenland’s ability to trade globally. 
It will make it easy to trade with Greenland, thus benefitting the 
value of Greenland’s exports. It will benefit industries that can 
take advantage of better transport to, from and within Green-
land and thus support growth and development.

The need for change has become more pronounced in recent 
years, not least because we now we live in a fast-changing 
world. Royal Arctic Line’s cargo management system was 
approaching its 20th year. Royal Arctic Line’s fleet of container 
ships is aging and the ocean-going vessels are fast approach-
ing 25 years of age. The organization was also characterized 
more by tradition than by innovation. The way marine transport 
to and from Greenland took place had not changed fundamen-
tally in more than 240 years.  

There is absolutely no doubt that change was necessary and 
our strategy from 2015 was formed in order to create the nec-
essary, sustainable changes.

However, no-one could have imagined just how hard a year of 
transformation 2017 would be for Royal Arctic Line.

It was transformation in a head wind. The challenges of phas-
ing-in the new IT systems and work processes were exacerbat-
ed by breakdown of ships. The new port in Nuuk was more 
difficult to work from than initially thought. Ships suffered heavy 
delays throughout the autumn, containers could not be emptied 
before they were due to be returned and there was a shortage 
of containers, which had to be alleviated with extra ships and 
extra containers. On top of this, there were small breakdowns 
on the aging settlement ships. 

By the end of the year, all the innovations relating to IT and the 
port area were stabilizing. With huge efforts on the part of our 
employees on all fronts, Royal Arctic Line got through the last 
part of the year with significant improvements. New work pro-
cesses were introduced. Our universal service obligation was 
fulfilled with winter supplies to North and East Greenland. 

Fulfilling our universal service obligations is a challenging task. 
With a new organization, an aging fleet and the transition to 
new working methods this was put to the test and we were 
obliged to use extraordinary measures to get the job done in 
2017. 

This naturally had an effect on the financial outcome for 2017. 
This was due in part to individual expenses relating to re-struc-
turing and operational events during the year, partly to reduced 
income, and finally due to higher overheads in connection with 
new facilities for ships, port and systems. This resulted in a loss 
of DKK 7.5 million before tax (2016: a profit of DKK 142.8 mil-
lion).

This is not satisfactory, although it is within what could be 
expected, taking the special operating challenges into account 
and on top of the extensive, but necessary changes that were 
initiated.

Royal Arctic Line has a long term view of the value creation of 
providing transportation to, from and within Greenland. Royal 
Arctic Line has a significant social responsibility. Our entire 
strategy is therefore based on supporting Greenland to become 
not just a North Atlantic island, but an integrated part of the 
world’s transportation network. 

A year like 2017 is a building block in the future bridge between 
Greenland and the rest of the world. It is therefore comforting to 
see that the company appears solid with a clear vision which 
we are dedicated to achieve: Making it easy to trade with 
Greenland. 

Foreword

Kuno Fencker
Chairman of the Board of Directors

Verner Hammeken
Chief Executive Officer
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2017 was a year of transformation on the road to implementing 
Royal Arctic Line’s vision to make it easy to trade with Greenland.

A new chapter was added to the fleet strategy when a financial 
solution was found for the two new 2,150 TEU ships for the 
transatlantic route for which a contract was signed in January 
2017. Delivery was taken of Malik Arctica as the last of the new 
ships which were ordered back in 2013 and the ship was named 
in Nuuk by godmother Katti Frederichsen. With the delivery of 
Malik Arctica, Arina Arctica was sold for scrap in Denmark, after 
Denmark signed the environmentally friendly Hong Kong con-
vention. Detailed plans have been prepared for how the remain-
ing settlement ships can be renewed during the year.

The company’s new booking system - LIMA - was introduced in 
the month of March. The system change was necessary for 
several reasons: Future renewal of the company’s accountancy 
system was dependent upon an updated booking system, since 
the booking system from the end of the 1990s could no longer 
be maintained due to outdated technology. Operational reliabili-
ty was threatened because knowledge of how to maintain the 
system was in the hands of fewer and fewer people. Finally, it 
was not realistic to think that the company’s booking system 
would be able to live up to the flexibility required by a more open 
sailing system, with more ports, more container shipping com-
panies and future demands from the authorities. A change was 
therefore necessary and a project was initiated early in 2016 
with the intention of changing the system late in 2016.

However, the system was not ready at the end of 2016 and it 
would be the end of March 2017 before the system could be-
come operational. It became clear early on in the process that 
the new system presented huge challenges. There were prob-
lems with web booking for the customers, track and trace was 
postponed and the new system had trouble communicating with 
the new handling system for the container terminals in Aalborg 
and Nuuk. This brought many coordination problems with 
containers, especially in situations where the planned ships 
were replaced with other ships due to changes in sailing sched-
ules. 

There were also problems with invoicing certain services, in-
cluding container rent and warehouse storage.

A contingency plan was implemented at the beginning of April 
and gradually the problems that caused the most serious chal-
lenges were rectified. Furthermore, some of the work was 
redefined as part of the change and this was gradually imple-
mented within the organization.

In June, Mary Arctica hit an iceberg in the most serious collision 
event Royal Arctic Line has experienced in recent times. Mary 
Arctica was fortunately able to sail to Denmark, but was out of 
commission for many weeks thereafter. With the LIMA system 
still under implementation, changing all the bookings from Mary 
to other ships without the same capacity became a serious 
obstacle for our operations and resulted in significant delays in 
July and August. Shortly afterwards, Johanna Kristina had to be 
taken out of operation, also following a collision with ice, and a 
ship had to be chartered for the East Coast for two months. A 
ship was set in to move empty containers to Greenland and Ice 
Moon was therefore the first ship to use the new container 
terminal Sikuki in Nuuk, before the official opening. In Septem-
ber, Pajuttaat ran aground with serious consequences in a place 
where charts indicated there should have been plenty of water 
under the keel. As a consequence, the ship was out of commis-
sion for two months. 

In the middle of September, port activities in Nuuk were moved 
to the new port, Sikuki Nuuk Harbour, following an official open-
ing. Moving to the new port presented great operational chal-
lenges. New stands, new layout, a revised terminal system and 
implementation of new facilities all presented teething troubles 
and resulted in delays for ships on top of the delays brought 
about by the general operational situation. This culminated in 
September and October where we experienced heavy delays 
for all ships with a shortage of empty containers as a conse-
quence. Extra containers were rented for Aalborg and Green-
land and extra ships were set in to bring the empty containers to 
Greenland, which again resulted in delays in November. A 
special taskforce was activated at Nuuk Harbour in order to 

Management report
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re-establish productivity and the operation gradually began to 
make up the delays for the ships.

There were further operational breakdowns on ships during 
October: Crane failure and water in the main engine on Ivalo 
Arctica resulted in a week-long stoppage at the busiest time. 

With focus on getting the operation to function with the new 
systems, new port, changes in the sailing schedule, extra ships 
and many breakdowns, many other areas were given low 
priority. This had an impact on invoicing container rent and 
warehouse storage as well as on follow-up on payments for 
services rendered. 

There is no doubt that Royal Arctic Line’s image has suffered 
because of these operational challenges. Royal Arctic Line has 
suffered much negative publicity, both from the press and from 
social media. Important work to improve customer services and 
increase understanding for Royal Arctic Line’s journey has 
therefore been initiated.

On the HR front, Royal Arctic Line managed to intensify its 
efforts to improve employee satisfaction, spurred by dissatisfac-
tion among employees due to changes in the systems and work 
processes and the future prospects for many in the company. 
In addition, the HR area portfolio was further strengthened by 
tools to support data-driven HR. The HR area has therefore 
undergone a positive development in 2017.

An important part of the transformation process includes col-
laboration with other shipping companies. Preparations for a 
“Vessel Sharing Agreement” (VSA) based on cooperation with 
the Icelandic shipping company Eimskip are progressing ac-
cording to plan. Harbour construction is ongoing in Torshavn 

and Reykjavik. During the year, attempts have been made to 
enter into a dialogue with the Port of Aalborg about the possi-
bility of changing the basic port agreement when Royal Arctic 
Line also sails to Aarhus in connection with the collaboration. 
Meetings were held late in the year to find possible solutions, 
but distances proved to be too great compared to the mandate 
Port of Aalborg had been given. It is, however, quite clear to 
Royal Arctic Line that the future port for the collaboration will be 
Aarhus. Port of Aalborg must now prepare for the arrival of new 
ships between 2019 and by the end of 2022 at the latest, which 
means dredging Limfjorden and upgrading cranage. In any 
circumstances, the new service will sail to Aarhus from August 
2019, since Icelandic and Faroese volume requires it. At the 
same time, Royal Arctic Line will have an opportunity to offer 
Aarhus a share in the cargo volume. Alongside these prepara-
tions, work is being done to obtain approval from the authorities 
with regard to existing EU-based approvals of VSA cooperation. 
The critical element in the vessel sharing agreement still con-
cerns the ship-building in China, which is going according to 
plan, with delays of less than three weeks.

Following complete take over in the middle of 2016 and with a 
full financial year and full exploitation of synergies, Arctic Umiaq 
Line has given a positive return in 2017.

2017 was truly a year of transformation and a particularly chal-
lenging one at that, with changes to deal with, on top of serious 
operational challenges. This resulted in large, extraordinary 
expenditures which have had a significant impact on the finan-
cial performance. Many employees have put a lot of extra work 
into all parts of the organization during this period, both ashore 
and on the ships. There is still a lot to do to bring Royal Arctic 
Line into the 21st century, but the situation is expected to be 
stabilized by the start of the New Year.
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Tendency for cargo volume
Cargo volume in 2017 increased by 7 % from 819,000 cubic 
metres in 2016 to 847,000 cubic metres in 2017, excluding 
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. For several 
years, the fishing industry has been very busy, resulting in 
stronger purchasing power in Greenland, which in return has 
strengthened imports (northbound). The total volume of north-
bound cargo increased by 2 % compared to 2016, primarily 
due to increased volume of cargo for the building and construc-
tion industry and consumer goods such as motorcars, boats 
and other consumer goods. 

Southbound cargo 
Cargo from Greenland consists mainly of fish products which 
make up more than 82 % of all export goods. The total amount 
of southbound cargo rose from 288,000 cubic metres in 2016 
to 323,000 cubic metres in 2017, representing an increase of  
12 %. The proportion of temperature-regulated cargo, primarily 
fish exports, rose by 13 %.

Domestic cargo volume
The total cargo volume rose from 113,000 cubic metres to 
125,000 cubic metres, which is the equivalent of a 10 % rise.

Domestic cargo in Greenland is mainly related to the fishing 
industry and to transportation of beer and mineral water. Do-
mestic cargo involving temperature regulated goods experi-
enced an increase of 10 %. There was a 10 % increase for 
ordinary goods. 

Project cargo
The total volume of project goods registered in 2017 fell from 
26,500 cubic metres in 2016 to 1,000 cubic metres in 2017. The 
large fall is, among other things, due to the fact that Royal 
Arctic Line no longer services Thule Air Base. Furthermore, 
Nuuk Harbour was completed at the beginning of 2017.

Performance for the year
In 2017, the Royal Arctic Line Group realised a loss before tax of 
DKK 7.5 million and DKK 6.6 million after tax compared to a 
profit before tax in 2016 of DKK 142.9 million and DKK 97.6 
million after tax.

The increase in cargo volume has, as mentioned above, contin-
ued in 2017, where especially income from concession cargo 
rose from DKK 618 million in 2016 to DKK 642 million in 2017. 
Non-concession revenue fell from DKK 184 million in 2016 to 
DKK 154 million in 2017. When a fall of approx. DKK 3 million 
from other operating revenue is included, the total revenue for 
2017 is DKK 861 compared to DKK 871 in 2016. In addition, the 
BAF/CAF has risen with DKK 19 million in 2017 as a result of the 
marked increase in oil prices. 

Cargo-related costs fell to approx. DKK 24 million against DKK 
38 million the year before. This is mainly due to a fall in costs for 
removal services and before and after transports.

The total costs rose with approx. DKK 147 million. The increase 
was caused by the following:
Costs in connection with shipping operations rose with DKK 42 
million in 2017 compared to 2016. The large increase is primari-
ly due to an increase in bunker prices, breakdowns and charter 

of ships. Furthermore, as a consequence of the need to extend 
the lifetime of the settlement ships, the Group had extra costs in 
connection with the cancellation of the ships in 2016. Finally, as 
a consequence of the phasing-in of the new ocean-going 
vessel Malik Arctica there have been more planned costs for 
travel etc. for the crews and Mary Arctica’s breakdown made it 
necessary to use Arina Arctica for longer than expected.

Costs in connection with the operation of the terminals have, as 
a consequence of taking the new port in Nuuk into use, in-
creased with DKK 35 million. The increase is due to the fact 
that rent must now be paid to SIKUKI A/S, which operates and 
owns the new port. The rent increase was budgeted and will be 
permanent.

Expenditure relating to container operations has fallen with 
approx. DKK 2 million, primarily due to offset of purchases of 
pallets.

Costs related to sales and administration have at Group level 
increased by approx. DKK 28 million seen in isolation. The 
increase is due in part to an increased use of consultants for 
DKK 6 million in 2017 compared to 2016. In addition, there has 
been an increase in expenditure for IT operations and mainte-
nance which rose with DKK 7 million in 2017 compared to 2016 
following the introduction of a new, modern IT system. Teething 
problems with the IT system gave for a short while difficulties 
with container freight and are a contributing factor to the ex-
penses, including losses on debts and reimbursements, in-
creasing with a total of DK 12 million from 2016 to 2017. In 
addition to this, real estate expenses have risen, due to transi-
tion to the new port etc., which involved an increase in 2017 of 
approx. DKK 3 million compared to 2016.  

HR expenses have increased with approx. DKK 31 million. A 
major contributing factor has been overtime required by the 
implementation of the new port in Nuuk. In addition, there is the 
follow-on effect of the high irregularity of the ships’ arrivals in 
2017, which meant that employee expenses for port services in-
creased by approx. DKK14 million in 2017 compared to 2016.

Phasing-in the new ocean-going vessel Malik Arctica and the 
after-effects of Mary Arctica’s breakdown meant that personnel 
costs for shipping operations rose with DKK 4 million in 2017 
compared to 2016. Finally, it was necessary in 2017 to strength-
en the sales and customer services departments, which result-
ed in increases here of approx. DKK 7 million from 2016 to 
2017. 

Depreciation and impairment rose with approx. DKK 23 million, 
primarily due to an increase in depreciation on ships, including 
the new ship Malik Arctica which was taken into service in 2017, 
as well as investments in production equipment and IT. 

The Group’s liquid funds at the end of the year were DKK 240 
million compared to DKK 196 million in 2016. 

Equity at the end of 2017 was DKK 642 million (DKK 649 million 
in 2016).

Royal Arctic Line’s equity ratio was 56.4 % at the end of 2017 
compared to 54.6 % at the end of 2016. 

Changes in Board of Directors and  
Executive Board
All members of the Board of Directors were re-elected at the 
Annual General Meeting in 2016. The Board of Directors there-
fore continues to consist of Kuno Fencker (Chairman), Erik 
Østergaard (Vice Chairman), Amma Knudsen, Mai-Lill Ibsen 
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and Tanja Nielsen. There are no changes to the employee- 
elected board members.

They continue to be Aningo Broberg, Finn Lindberg and  
Jens Peter Berthelsen.

In the Management Group, Bent-Ole Baunbæk was replaced by 
Peter Christoffersen as CFO on December 1st 2017. An interim 
CFO role was held by Stefan D. Buch from 1st July until 15th 
December 2017. A suitable replacement has not yet been found 
for CIO Dragan Kesic who left the company in August 2017

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 
unchanged. The company’s major provider of credit has 
subsequently confirmed the company’s credit facilities;  
see the section on financial risk.

BAF/CAF 
Oil prices have been on the rise for most of the year, but at the 
same time the rate of exchange for USD has pulled in the oppo-
site direction. At a time with a new IT system, Royal Arctic Line 
has chosen to ensure stability with regard to calculation of rates 
and has therefore maintained the same percentage for a large 
part of the year. This will be re-evaluated in the New Year. 

New ships
The programme for building new ships consists of a 2,150 TEU 
ship to be built at the Wenchong shipyard in Guangzhou in 
China. In addition, four more ships are planned for use in settle-
ment services and for which orders are expected to be signed in 
the first half of 2018.

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 around 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 
conditions for our employees, our footprint on the environment 
and the way in which we interact with our business partners and 
the authorities. Royal Arctic Line is proud to claim such social 
responsibility. The shipping company has also a responsibility to 
be efficient and cost-conscious. In this way, Royal Arctic Line is 
able to contribute most to society’s capacity to create growth.

Royal Arctic Line intends to focus its efforts where they will have 
the greatest effect. We believe that social responsibility is closely 
tied to the society where we operate. Greenland has its challeng-
es 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 contri-
butions with the emphasis on relevance, with regard to the 
situation in Greenland.

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

Social responsibility is addressed in a separate report that will be 
published in the first half of 2018. 
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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 2018 to be at the same level as 2017. 
Royal Arctic Line will continue to focus seriously on cost man-
agement to counter the costs of the new ships and new port, 
both of which will continue to have a heavy influence on eco-
nomic developments in 2018.

In all, Royal Arctic Line A/S’s performance for 2018 is expected 
to be in the range of DKK 2 to 15 million before tax. Improvement 
will primarily be thanks to a number of extraordinary costs in 
2017 which will not be necessary in 2018 and which will in part 
be balanced by higher depreciation and increased interest 
expenses. The greatest uncertainty in connection with perfor-
mance in 2018 is connected to the exact moment, the IT sys-
tems become stable.

Cash flows from operating activities are also expected to be 
positive in 2018. It is estimated that the company has adequate 
financial resources for operations in 2018.

Outlook for 2018
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The business of Royal Arctic Line is primarily based on transac-
tions 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 cur-
rencies 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 and Greenlandic banks 
with a high credit rating.

Royal Arctic Line’s counterparty risks consist of deposits in 
Greenlandic and Danish 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 the German bank KfW.

This loan agreement includes several covenants with stipula-
tions regarding earning-based ratios and solvency etc.

As at 31st December 2017, two of these covenants had not 
been complied with, primarily with regard to the interest cove-
nant that stipulates that the company’s operating income (EBIT) 
shall be 1.5 times greater than its interest expenditure. Since 
this covenant was not complied with at 31st December 2017 
the company’s long term debt with KfW was re-classified to 
short term debt. Because of this re-classification, the require-
ment that short term assets should be greater than short term 
debts was not complied with, which resulted in further 
non-compliance with the covenant agreement. 

In February 2018, Royal Arctic Line’s management held a 
meeting with KfW and acquired a waiver and opened up for 

further discussions concerning a more expedient future cove-
nant structure. Due to the cyclic nature of the shipping industry, 
an EBIT-based covenant is not optimal and this should there-
fore be changed to a key figure performance indicator that 
better reflects the real risk of whether Royal Arctic Line is una-
ble to meet its financial obligations.

In association with the agreement for new ships, an agreement 
has been made with the shipyard’s banks concerning refund 
guarantees that cover Royal Arctic Line’s instalment payments 
during the building of the ship. Similar guarantees will be estab-
lished for current and future building of ships.

The government of Greenland has granted Royal Arctic Line an 
exclusive concession to operate shipping to, from and in Green-
land. As a consequence, Royal Arctic Line has a 100 % market 
share for ordinary containerised marine cargo transport in 
Greenland.

Market risks
Royal Arctic Line works under a concession. The concession is 
both a right and an obligation to provide security of supply. 
Having the necessary capacity to fulfil its obligations makes the 
company vulnerable to even small fluctuations in cargo volume.

Direct financial risks as a consequence of these obligations are 
covered by the concession, but since changes in prices and 
levels of service can have a great influence on the public in 
Greenland, any changes need to be approved by the Govern-
ment of Greenland. This involves a political process that can 
both be time-consuming and also take other things into consid-
eration than the shipping company’s isolated needs.

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 delivering supplies to research stations in 
the Antarctic. Royal Arctic Line has an agreement with Norsk 
Polarinstitut 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 otherwise would be idle due to winters in 
Greenland and therefore it fortifies the Company’s earnings.

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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In Greenland, Royal Arctic Line undertakes trawler solutions, 
container stuffing and other activities in connection with fishing 
exports.

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 objective for punctuality in relation to the 
master sailing schedule is 80 %. I 2017, the average punctuality 
was 39 %, with 63 % of arrivals happening within 2 days. Mary 
Arctica’s collision with an iceberg in June, coupled with the 
introduction of the new IT system and starting up the new port 
in Nuuk have all contributed to an extraordinary situation for 
operations which we did not catch up on until the end of the 
year and which was not normalized until the start of 2018.

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. This 
contribution is a natural part of the company’s cargo price.

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. 



18

Arctic Umiaq Line
Arctic Umiaq Line A/S is wholly owned by Royal Arctic Line A/S. 
The company was founded in the autumn of 2006 to acquire 
and operate the coastal ferry Sarfaq Ittuk. Sarfaq Ittuk operates 
ferry services on the West Coast between Qaqortoq and Ilulis-
sat. Focus is primarily on transportation of local travellers, but 
services are also provided for the tourist industry.

Arctic Umiaq Line A/S has from January 1st 2018 three (2017: 3) 
land-based employees.

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

The profit in 2017 was DKK 4,489 thousand.

From January 1st 2017 the company has a four-year service 
contract with the Government of Greenland to provide services 
on Greenland’s west coast for a fixed annual subsidy.

Performance in 2018 is expected to be on a par with, or  
slightly better than 2017.

Other associates
The Royal Arctic Group has also a share in an associate related 
to housing administration in Nuuk. This company is not consid-
ered to have significance with regard to reports of the Group’s 
operations.

Royal Arctic Line Group

Royal Arctic Line A/S
Nuuk

Arctic Umiaq Line A/S
100 %
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Facts about Greenland 
From north to south, Greenland measures 2,670 kilometres.  
18 towns, 60 villages and a small number of settlements are 
located along the 40,000 kilometre long coast line. Most of  
the towns and villages are located 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 filled with ice in the winter and  
 

supplies must be delivered by air for three to six months of  
the year. 

Approximately 56,000 people live in Greenland and almost 
7,100 of these live in villages and settlements. The smallest 
settlement served by Royal Arctic Line has 80 inhabitants,  
while Nuuk, with its 17,800 inhabitants, is the largest town  
in the country.
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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 there is therefore 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. Finally, the owner 
receives quarterly reports and key financial figures from Royal 
Arctic Line.

The role of stakeholders and their 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 in 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 connection 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   
Greenland, which appoints the chairman of the Board of Direc-
tors 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 for 
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, 
cooperation between the directors themselves and cooperation 
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 follows guidelines on the remuneration 
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
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 independence and com-
petence 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 2017 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 7th, 2018

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 2017, which 
comprises the Statement by Management on the Annual 
Report, the Management Commentary, the Income Statement, 
the Balance Sheet, the Statement of Changes in Equity, the 
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 
considers 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 conduct 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 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 
2017 and of the results of their operation and cash flows for the 
financial year January 1st to December 31st 2017 in 
accordance with the Greenlandic Financial Statements Act.

Nuuk, March 7th, 2018

Deloitte
Chartered Accountants

Claus Bech
Registered Public accountant 

Kim Mücke
Registered Public accountant
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Income statement 2017

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016

Revenue
Income from concession cargo 642,079 617,985 642,059 617,985
Income from non-concession cargo 109,711 100,319 153,550 184,470
Net revenue 751,790 718,304 795,609 802,455
Other operating income 64,896 68,587 64,896 68,060

1 Total income 816,686 786,891 860,505 870,515

Expenditures
2 Cargo-related expenditure (21,667) (28,580) (24,094) (37,636)

Gross profit 795,019 758,311 836,411 832,879

Ships (188,251) (152,793) (200,840) (159,060)
Terminals (131,917) (116,714) (131,867) (96,406)
Container operations (26,020) (45,314) (26,020) (28,366)
Sales and administration (75,182) (33,919) (80,166) (52,404)

3 Staff costs (323,487) (225,434) (339,645) (308,394)
4 Amortisation, depreciation and impairment losses on fixed assets (58,808) (32,736) (59,914) (36,698)

Other operating costs 0 (10,074) 0 (10,074)
Total expenditures (803,665) (616,984) (838,452) (691,402)

Operating profit (8,646) 141,327 (2,041) 141,477

5 Income from investments in Group enterprises 4,489 110 0 0
5 Income from investments in Associates 530 (1,169) 530 (1,169)
6 Income from investments in securities that are fixed assets 0 8,388 0 8,388

Profit before financial items (3,627) 148,656 (1,511) 148,696

Financial income and expenditure
6 Financial income 1,544 1,256 1,544 1,366

Impairnent of financial fixed assets 0 (3,805) 0 (3,822)
7 Financial expenditure (7,541) (3,284) (7,565) (3,379)

Profit before tax (9,624) 142,823 (7,532) 142,861

Tax
8 Tax on profit for the year 3,051 (45,228) 959 (45,266)

Profit for the year (6,573) 97,595 (6,573) 97,595

Proposed distribution of profit
Proposed dividend for the fiscal year 0 0
Transfer to reserve for net revaluation 530 (5,364)
Retained earnings (7,103) 102,959
Total (6,573) 97,595
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Assets at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016

Fixed assets

Property, plant and equipment
Ships 512,264 252,955 515,431 253,956
Buildings 66,995 69,057 66,995 72,878
Transport equipment, harbour boats, machinery and fixtures 105,448 60,309 105,448 83,167
Assets under construction 46,845 254,542 46,845 254,542

9 Total property, plant and equipment 731,552 636,863 734,719 664,543

Fixed asset investments
Investments in Group Enterprises 4,865 46,412 0 0
Investments in Associates 4,402 3,872 4,402 3,872
Securities 1,457 1,493 1,457 1,493

10 Total fixed assets investments 10,724 51,777 5,859 5,365

Total fixed assets 742,276 688,640 740,578 669,908

Current assets
Inventories and operating stock

Operating stock 21,035 16,473 21,686 17,407
Total inventories and operating stock 21,035 16,473 21,686 17,407

Receivables
11 Trade receivables 102,403 72,330 103,256 87,430

Receivables from Group Enterprises 3,334 1,951 0 0
Receivables from Associates 23,178 213,141 23,217 213,383
Prepayments 8,189 4,740 8,205 4,740
Total receivables 137,104 292,162 134,678 305,553

Cash
12 Cash and cash equivalents 229,753 156,231 240,499 195,852

Total current assets 387,892 464,866 396,863 518,812

Total assets 1,130,168 1,153,506 1,137,441 1,188,720
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Liabilities at 31st December

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016

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

Reserve for net revaluation of investments:
- Group Enterprises 0 31,303 0 0
- Associates 905 375 905 375
Retained earnings 521,129 497,326 521,129 528,629
Equity total 642,034 649,004 642,034 649,004

Provisions
8 Deferred tax 42,503 62,500 41,824 63,340

Other deferred commitments 7,298 310 7,298 310
Total provisions 49,801 62,810 49,122 63,650

Liabilities 
Non-current liabilities 

Collateral debt in ships 0 240,262 0 240,262
Mortgage debt 1,134 1,134 1,134 1,134
Leasing debt 727 1,274 727 1,274

14 Total non-current liabilities 1,861 242,670 1,861 242,670

Current liabilities
14 Next year’s instalments on non-current liabilities 548 13,476 548 13,476
15 Trade payables 269,906 0 269,906 0

Payables to Group Enterprises 38,367 35,891 39,015 39,612
Payables to Associates 0 4,048 0 0

8 Income tax 1,578 52,865 3,597 52,624
16 Other payables 103,699 68,960 108,984 103,899

Prepayments 22,374 23,782 22,374 23,785
Current liabilities 436,472 199,022 444,424 233,396

Total current liabilities 438,333 441,692 446,285 476,066

Total equity and liabilities 1,130,168 1,153,506 1,137,441 1,188,720

21 Pledges
22 Leasing and rental commitments
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Equity statement

 
 
DKK ’000

Share  
capital 

Reserve for net  
revaluation according 

to the equity method

Retained  
earnings 

Total  
equity 

ROyAL ARCTIC LINE A/S

Equity 1st January 2017 120,000 31,678 497,326 649,004
Transferred to distributable reserves (31,303) 31,303 0
Regulation at merger 11,425 11,425
Profit for the year 530 (7,103) (6,573)
Regulation of derivative instruments (11,822) (11,822)
Equity 31st December 2017 120,000 905 521,129 642,034

Equity 1st January 2016 120,000 42,258 388,427 550,685
Transferred to distributable reserves (5,216) 5,216 0
Regulation at merger 724 724
Profit for the year (5,364) 102,959 97,595
Equity 31st December 2016 120,000 31,678 497,326 649,004

ROyAL ARCTIC GROuP

Equity 1st January 2017 120,000 375 528,629 649,004
Other entries on shareholder’s equity 530 (530) 0
Regulation at merger 11,425 11,425
Profit for the year (6,573) (6,573)
Regulation of derivative instruments (11,822) (11,822)
Equity 31st December 2017 120,000 905 521,129 642,034

Equity 1st January 2016 120,000 725 429,960 550,685
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 120,000 375 528,629 649,004
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Cash flow statement

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016

Cash flow from operating activities
Operating profit (8,646) 141,327 (2,041) 141,477
Amortisation, depreciation and impairment losses 58,808 32,736 59,914 36,698
Dividends from Group Enterprises 0 500 0 0
Net interest (5,997) (2,028) (6,021) (2,013)

8 Income tax paid (52,629) (37,970) (52,629) (38,337)
17 Changes in working capital 168,244 (194,590) 159,377 (173,719)

Cash flow from operating activities 159,780 (60,025) 158,600 (35,894)

Cash flow from investment activities
10, 18 Investments (131,978) 121,192 (135,228) 112,620

Fixed asset divestments 5,078 3,025 5,078 5,948
Net investment in shares in affiliated and associated companies 0 (4,000) 0 (4,000)
Divestment and acquisition of fixed asset investments 0 17,705 0 11,327
Loan capital, Associates 0 1,000 0 1,000
Cash flow from investment activities (126,900) 138,922 (130,150) 126,895

Cash flow from financing activities
19 Loans raised in the year 33,406 17,366 33,406 17,366
20 Instalments in the year (17,209) (147,339) (17,209) (147,339)

Dividend paid 0 0 0 0
Cash flow from financing activities 16,197 (129,973) 16,197 (129,973)

Increase/decrease in cash and cash equivalents 49,077 (51,076) 44,647 (38,972)
Cash and cash equivalents at 1st January 2015 156,231 201,204 195,852 234,824
Addition at merger 24,445 6,103 0 0
Cash and cash equivalents at 31st December 2017 229,753 156,231 240,499 195,852

Consisting of the following:
12 Cash and cash equivalents 229,753 156,231 240,499 195,852

Total 229,753 156,231 240,499 195,852
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Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 unless otherwise stated 2017 2016 2017 2016

1 Total income
The Company’s income is derived 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 Line A/S for administration of port authorities.

Income derived from ferry services is posted under non-concession cargo income                               30.013               27.780 

2 Cargo-related expenditures
This relates to costs that are directly incurred in order to generate income and  
primarily relate to costs for transport to and from ports. 

3 Staff costs
Specification of staff costs:
Wages and salaries 280,714 194,197 294,974 268,070
Pension contributions and social security contribution 36,470 26,652 38,191 34,268
Other staff costs 6,303 4,585 6,480 6,056
Total staff costs 323,487 225,434 339,645 308,394

Executive Board 3,060 3,109
Board of Directors 1,325 1,325
Total remuneration 4,385 4,434

Average number of full-time employees 739 547 744 706
Number of employees at year-end 749 556 753 693

Average number of trainees 71 59 71 60
Number of trainees at year-end 63 69 63 70

At the end of the year, Royal Arctic Line A/S has the following:
Arctic Umiaq Line A/S 42 35

4 Amortisation, depreciation and impairment losses on fixed assets 
Ships 31,326 13,007 32,432 13,432
Buildings 5,883 5,080 5,883 5,909
Transport equipment, harbour boats, machinery and fixtures 26,208 17,239 26,208 22,027
Goodwill 0 0 0 0
Profit/loss on sale of fixed assets (4,609) (2,590) (4,609) (4,670)
Total Amortisation, depreciation and impairment losses 58,808 32,736 59,914 36,698
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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 0 127
Arctic Umiaq Line A/S (addition from July 1st 2016) 4,489 0
Arctic Base Supply A/S 0 -17
Total income from investments in group enterprises 4,489 110

Income from investments in associates after tax
Ejendomsselskabet Suliffik A/S 530 (1,169) 530 (1,169)
Total, income from investments in associates 530 (1,169) 530 (1,169)

6 Financial income
Income from fixed asset investments 0 8,388 0 8,388
Income from Group Enterprises 0 0 0 0
Income from derivatives 0 0 0 0
Other financial income 1,544 1,256 1,544 1,366
Total financial income 1,544 9,644 1,544 9,754

7 Financial expenditures
Expenditure, Group Enterprises 0 0 0 0
Expenditure, derivatives 0 0 0 0
Other financial expenditures 7,541 3,284 7,565 3,379
Total financial expenditures 7,541 3,284 7,565 3,379

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

 
617

 
10,932

 
617

 
10,932

8 Income tax
Tax on profit for the year consists of:
Royal Arctic Line A/S
Current tax, Greenland 0 (52,865) (2,019) (52,865)
Deferred tax, Greenland 4,639 7,607 4,713 7,607
Adjustment, previous years (10) 30 (157) 30
Group Enterprises
Current tax, Greenland 0 0 0 0
Current tax, Denmark (1,578) 0 (1,578) 0
Adjustment, previous years 0 0 0 0
Deferred tax, Greenland 0 0 0 0
Deferred tax, Denmark 0 0 0 (38)
Tax on profit for the year 3,051 (45,228) 959 (45,266)

Income tax (52,629) (37,970) (52,629) (38,337)
Total tax paid (52,629) (37,970) (52,629) (38,337)

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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Provision for deferred tax is mainly due to accelerated depreciation  
for tax purposes and is composed as follows:
Provisions at beginning of year 62,500 71,596 63,340 72,391
Addition on merger 1,578 (729) 0 (729)
Adjustment deffered tax – equity at merger (11,425) (724) (11,425) (724)
Adjustment for the previous year 0 (36) 133 (36)
Regulation regarding adjustments (5,511) 0 (5,511) 0
Changes in the year (4,639) (7,607) (4,713) (7,562)
Tax value of dividends 0 0 0 0
Provisions at year-end 42,503 62,500 41,824 63,340

Deferred tax is incumbent upon financial statement items as follows:
Property, plant and equipment 65,820 59,813 65,141 61,685
Fixed asset investments 245 10,076 245 10,076
Current assets (300) 802 (300) 770
Long term debts (405) (570) (405) (570)
Current debts (12,627) 0 (12,627) 0
Deficit carried forward (7,909) 0 (7,909) 0
Other (2,321) (7,621) (2,321) (8,621)
Total 42,503 62,500 41,824 63,340

9 Property, plant and equipment
Ships 

Cost price
Cost price at beginning of year 969,502 781,743 993,642 795,939
Addition on merger 0 13,726 0 13,726
Addition on acquisition 0 0 0 9,944
Addition for the year 290,635 174,033 293,885 174,033
Disposal for the year (87,082) 0 (104,528) 0
Transferred to other items 0 0 0 0
Cost price at year-end 1,173,055 969,502 1,182,999 993,642

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 716,547 689,814 739,686 704,008
Depreciation and impairment losses on merger 0 13,726 0 13,726
Addition for the year on acquistion 0 0 0 8,520
Depreciation and impairment losses for the year 31,326 13,007 32,432 13,432
Impairment losses for the year 0 0 (22) 0
Depreciation and impairment losses for the year (87,082) 0 (104,528) 0
Depreciation and impairment losses at year-end 660,791 716,547 667,568 739,686

Carrying amount at year-end 512,264 252,955 515,431 253,956

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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Property, buildings 
Cost
Cost price at beginning of year 156,967 156,967 167,368 167,368
Addition at merger 10,401 0 0 0
Additions for the year 0 0 0 0
Disposals for the year 0 0 0 0
Retained from other items 0 0 0 0
Cost at year-end 167,368 156,967 167,368 167,368

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 87,910 82,830 94,490 88,581
Addition at merger 6,580 0 0 0
Depreciation and impairment losses for the year 5,883 5,080 5,883 5,909
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 100,373 87,910 100,373 94,490

Carrying amount at year-end 66,995 69,057 66,995 72,878

Transport equipment, harbour boats machinery and fixtures
Cost
Cost at beginning of year 354,260 341,384 426,682 431,038
Addition for the year on merger 71,194 310 0 0
Addition for the year on acquisition 0 0 0 667
Additions for the year 49,040 26,732 49,040 33,213
Disposals for the year (38,211) (14,166) (39,439) (38,236)
Revaluation at year-end 436,283 354,260 436,283 426,682

Revaluation
Revaluation at beginning of year 0 0 0 0
Additions for the year 0 0 0 0
Disposals for the year 0 0 0 0
Reversal relating to disposals 0 0 0 0
Revaluation at year-end 0 0 0 0

Depreciation and impairment losses
Depreciation and impairment losses at beginning of year 293,951 290,358 343,515 357,876
Addition for the year on merger 48,418 74 0 0
Addition for the year on acquisition 0 0 0 561
Depreciation and impairment losses for the year 26,208 17,239 26,208 22,027
Impairment losses for the year 0 0 0 0
Depreciation and impairment losses on disposals for the year (37,742) (13,720) (38,888) (36,949)
Depreciation and impairment losses at year-end 330,835 293,951 330,835 343,515

Carrying amount at year-end 105,448 60,309 105,448 83,167

Assets not owned by the Group comprise 1,188 1,716 1,188 1,716

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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Assets under construction – Ships
Cost
Cost at beginning of year 233,941 576,499 233,941 576,499
Additions for the year 102,088 57,853 102,088 57,853
Disposals for the year (290,635) (174,033) (290,635) (174,033)
Additions for the year 0 (226,378) 0 (226,378)
Carrying amount at year-end 45,394 233,941 45,394 233,941

Includes financial expenditures of: 617 40,664 617 40,664

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

Assets under construction – transport equipment, harbour boats, machinery and fixtures
Cost
Cost at beginning of year 18,588 0 18,588 0
Additions for the year 31,903 18,588 31,903 18,588
Disposals for the year (49,040) 0 (49,040) 0
Transfer to other items 0 0 0 0
Carrying amount at year-end 1,451 18,588 1,451 18,588

Total assets under construction 46,845 254,542 46,845 254,542

Total property, plant and equipment 731,552 636,863 734,719 664,543

Assets charged, see note 22

10 Fixed asset investments
Investments in Group Enterprises

Cost
Cost at beginning of year 15,109 15,548
Additions for the year 0 4,000
Disposals for the year (10,109) (5,439)
Reclassification from Associates 0 1,000
Cost at year-end 5,000 15,109

Revaluation and impairment losses 
Revaluation and impairment losses at beginning of year 31,303 41,531
Disposals for the year (35,927) (5,215)
Reclassification from Associates 0 (818)
Additional impairment on additions 0 (3,805)
Share of profit for the year 4,489 110
Dividend paid 0 (500)
Revaluation and impairment losses at year-end (135) 31,303

Carrying amount at year-end 4,865 46,412

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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Investment in Associates
Cost
Cost at beginning of year 3,497 4,497 3,498 4,498
Additions for the year 0 0 0 0
Disposals for the year 0 0 0 0
Reclassification to Group Enterprises 0 (1,000) 0 (1,000)
Disposals for the year 0 0 0 0
Cost at year-end 3,497 3,497 3,498 3,498

Revaluation and impairment losses
Revaluation and impairments losses at beginning of year 375 726 374 725
Share of profit for the year 530 (1,169) 530 (1,169)
Reclassification to Group Enterprises 0 818 0 818
Paid dividend 0 0 0 0
Reversal of disposals 0 0 0 0
Revaluation and impairment losses at year-end 905 375 904 374

Carrying amount at year-end 4,402 3,872 4,402 3,872

Ejendomsselskabet Suliffik A/S, Nuuk, share 30.3 % 4,402 3,872 4,402 3,872
Arctic Umiaq Line A/S 0 182 0 182
Reclassification to Group Enterprises 0 (182) 0 (182)

Carrying amount at year-end 4,402 3,872 4,402 3,872

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

Carrying amount at year-end 0 0 0 0

Securities
Cost
Cost at beginning of year 1,493 4,484 1,493 4,484
Additions for the year 0 0 0 0
Disposals for the year (36) (2,991) (36) (2,991)
Cost at year-end 1,457 1,493 1,457 1,493

Carrying amount at year-end 1,457 1,493 1,457 1,493

Total fixed asset investments 10,724 51,777 5,859 5,365

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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11 Trade receivables
In addition to 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 0 1,241 0 1,241

12 Cash and cash equivalents/bank debt
Amount in USD 56 11 56 71
Amount in EUR 28 859 28 963

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

 
556

 
6,467

 
556

 
7,656

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 Non-current liabilities other than provisions
Non-current liabilities payable as follows:
Current portion of collateral debt in ships 0 12,956 0 12,956
Current portion of mortgage debt 0 0 0 0
Current portion of leasing debt 548 520 548 520
Total current portion 548 13,476 548 13,476

Total non-current portion 1,861 242,670 1,861 242,670

Total carrying amount 2,409 256,146 2,409 256,146

Total nominal value 2,409 256,146 2,409 256,146

Payable after five years (amortised cost)
Collateral debt in ships 0 178,595 0 178,595
Mortgage debt 1,134 1,134 1,134 1,134
Total amortised Cost 1,134 179,729 1,134 179,729

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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15 Trade payables
Includes the unpaid amount on Cash-on-delivery  
consignments to the amount of 

 
0

 
(1,241)

 
0

 
(1,241)

16 Other payables
Payables relating to salaries and wages 70,904 52,586 76,139 75,455
Investment contribution 17,333 0 17,333 0
Payable costs 15,462 16,374 15,512 28,444
Total other payables 103,699 68,960 108,984 103,899

17 Changes in working capital
Increase/decrease receivables* 174,683 (216,727) 170,875 (213,518)
Increase/decrease operating stocks (4,143) (2,211) (4,279) (2,731)
Increase/decrease warranty commitments 6,988 (100) 6,988 (100)
Increase/decrease trade payables 410 18,483 (597) 19,162
Value adjustments recognized under equity (17,333) 0 (17,333) 0
Increase/decrease other payables etc 7,639 5,965 3,723 23,468
Total changes in working capital 168,244 (194,590) 159,377 (173,719)
* DKK 210,155 of this is due to cancellation of ships.

18 Investments
Investments in ships 290,635 174,033 293,885 175,457
Investments in buildings 0 0 0 0
Investments in other fixed assets 49,040 26,732 49,040 33,880
Change in assets under construction (207,697) (321,957) (207,697) (321,957)
Total investments 131,978 (121,192) 135,228 (112,620)

19 Borrowing for the year
Loans raised, collateral debt in ships 33,406 17,366 33,406 17,366
Loans raised, Leasing 0 0 0 0
Total borrowing for the year 33,406 17,366 33,406 17,366

20 Instalments for the year
Instalments, collateral in ships 16,690 146,847 16,690 146,847
Instalments, mortgage debt 0 0 0 0
Instalments, leasing 519 492 519 492
Total instalments for the year 17,209 147,339 17,209 147,339

21 Assets charged
Nominal value, collateral debt in ships: 648,000 648,000 648,000 648,000
Carrying amount, collateral debt in ships: 499,096 247,501 499,096 247,501

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: 35,758 38,782 35,758 38,782

Notes

Royal Arctic Line A/S Royal Arctic Group
DKK ’000 2017 2016 2017 2016
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22 Leasing and rent liabilities
In addition to liabilities recognized in the balance sheet, the Company has the following significant liabilities:
Rental of containers expiring in 2020 and a total  
payment of USD4.2mio.equivalent to DKK thousands:

 
27,206

 
12,325

 
27,206

 
12,325

Of which USD 2.4 million falls due in 2018 equivalent to DKK 15.962 thousand

Obligations under rental agreements until expiration in 2018: 8,928 27,466 8,928 27,466
Obligations under rental agreements until expiration in 2020: 125,942 125,942
Obligations under rental agreements until expiration in 2022: 64,520 64,520 80,353

Leasing obligations: 369 369 696

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

 
6,200

 
6,200

 
6,200

23 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 1,095 750 1,165 1,070
Other assistance 485 633 515 673
Total 1,580 1,383 1,680 1,743

24 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 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. 

25 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 under voluntary liquidation 
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 2017 2016 2017 2016
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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 apart from a change in which the basis for ships’ deprecia-
tion is calculated: from 2016 the basis for depreciation for ships 
includes expected costs in connection with class surveys in 
dock for the individual ship. Previously, costs in connection with 
regular class surveys in dock were carried at the time of execu-
tion, which could involve considerable fluctuations in the oper-
ating costs for the individual year. The change is considered to 
be a change in accounting estimates, and thus only affects the 
financial report for 2017 and onwards, without adjustment of 
the ships’ value retroactively. The change is considered to have 
a positive effect on the profit for the year with DKK 9,300 thou-
sand before tax.

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

Change of accounting principles 

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 recogni-
tion and measurement. They confirm or invalidate conditions 
that existed 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.

Enterprises, in which the Group directly or indirectly holds be-
tween 20% and 50% of the voting rights and exercises signifi-
cant, but not controlling influence, are regarded as Associates.

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

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 winding-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.

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 

Accounting policies
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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
Basic freight income is recognized, provided its arrival at the 
destination port (ETA) is by the end of the fiscal year at the 
latest. Previously, basic freight income was recognized propor-
tionately according to the ships’ positions at the end of the year. 
The non-recognized revenue in 2017 due to the changes in the 
accounting estimates is DKK 6.3 million before tax. Other 
income includes services invoiced during the year. Expenses 
are recognized 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 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 and maintenance, 
and insurance of containers.
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Sales and administration
This item consists of sales, marketing and administrative costs. 
It also includes impairment losses on receivables recognized 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

a)  The basis for depreciation for ships is calculated at cost price 
with the deduction of the expected scrap value, so that the 
ship’s book value at the end of its useful life is the equivalent 
of its expected scrap value.

b)  Ships undergo class surveys in dock at periodic intervals, 
typically every 2.5 years. The expenses in connection with 
class surveys in dock vary between the individual surveys, 
depending on the extent of the work carried out. The basis 
for depreciation for each individual ship takes into considera-
tion the expected costs for class surveys during the lifetime 
of the ship. The estimate of expected costs is reviewed 
annually.

The item machinery and fixtures includes implementation costs 
for the new IT systems which are depreciated over 3 years. 
Assets costing less that DKK 50,000 are recognized in the 
income statement in the year of acquisition.  

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

 
Balance sheet

Tangible fixed assets
Tangible fixed assets are measured at cost less accumulated 
amortisation and impairment losses. Depreciation is linear over 
five years.
 
Property, plant and equipment
Property, plant and equipment 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 and, with regard to 
ships, costs in connection with class surveys in dock. Costs for 
a ship’s rebuilding are also included in the cost price when such 
rebuilding refers to safety, life-extending or revenue-improving 
measures. 

Interest on capital that is used during the construction period 
for prepayments on shipbuilding contracts is included in the 
cost price of the asset in question.

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, where the recoverable value represents the 
higher value of the asset’s capital value at continued use of the 
assets or the fair value of the assets at the balance sheet date.

Costs for maintenance carried out in connection with ordinary 
class dockings of ships are included in the cost price for the 
individual ships, while other maintenance costs are recognized 
as they occur, including ordinary day-to-day maintenance. 

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 minus unrealised intra-group profits or losses.
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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.

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.

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 on the 
basis of 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. From 2016, the investment contribution will 
no longer be collected on behalf of the Government of Green-
land, but will instead be included in the ordinary cargo charge. 
Investment contribution previously collected until the delivery of 
the settlement ships in 2016 is included in concession income. 
The surplus amount has been transferred and is recognised as 
part of the service contribution from the Government of Green-
land 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 financial 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 Group’s share capital and related 
costs as well as the raising of loans, instalment payments on 
interest-bearing debt and payment of dividend.

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