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• Russia’s largest shipping company
and a global leader in the
transportation of hydrocarbons
(crude oil and petroleum products,
liquefied natural and petroleum
gases) and in servicing oil and
gas projects on the continental
shelf, including offshore seismic
exploration
• The Group is involved in
servicing large oil and gas
projects in Russia and abroad:
Sakhalin-1; Sakhalin-2; Varandey;
Prirazlomnoye; Novy Port; Yamal
LNG and Tangguh (Indonesia)
• The world’s leading operator and
largest owner of ice-class vessels
designed to operate in difficult
navigational conditions: 78 iceclass vessels rated from ICE 1C to
Arc7 and Icebreaker ICE-15
• Main charterers are major
international and Russian oil
and gas companies and traders,
including: Gazprom; Royal Dutch
Shell; Sakhalin Energy; Lukoil;
Vitol; Exxon Neftegaz; Trafigura;
Glencore; Chevron; Petrochina;
Total; Yamal Trade; Novatek;
Repsol; Statoil; Rosneft; Sibur; BP
and others
• Vast geographic footprint — daily
the Group’s vessels make calls at
more than 100 ports across five
continents. The Group’s offices
are in: Moscow; St. Petersburg;
Novorossiysk; Murmansk;
Vladivostok; Yuzhno-Sakhalinsk;
Limassol; London and Dubai
• Over 7,800 staff deployed at sea
and ashore. The Group is one of
the largest and most dependable
employers in Russia’s coastal
towns of the North-West, Southern
and Far Eastern regions

150
13.1
78
>100
7,800

VESSELS
MILLION
TONNES
DEADWEIGHT
ICE - CLASS
VESSELS
PORT CALLS
ACROSS FIVE
CONTINENTS
TOTAL
EMPLOYEES
WORLDWIDE
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Message from
the Chairman of
the Board of Directors
During the year, PAO Sovcomflot successfully dealt with the
tasks set by the Group’s development strategy. Consistent
implementation of Sovcomflot’s strategy, which involves
a systematic expansion of its participation in long-term
industrial projects, ensured revenue stability for the Group
during this period of extremely high volatility in the conventional tanker markets, and enabled it to maintain a high
level of operational and financial stability compared with
competitors.
Importantly, the Group has sufficient funds to comply with
its dividend policy. The Board of Directors has proposed
allocating RUB 1.7 billion as a dividend payment.
Today Sovcomflot Group is a world leader in the development and implementation of innovative technological solutions in maritime transport. In 2017, Sovcomflot
strengthened its leadership in this area. In partnership
with Royal Dutch Shell, SCF Group set about introducing
LNG as the primary fuel for Aframax tankers, the leading
tanker market segment, thereby setting a new standard of
environmental sustainability for tanker shipping.
In 2017, the Arctic LNG carrier Christophe de Margerie also
successfully began operations, her technical characteristics
and design underwent successful testing in the Arctic, and

received widespread industry acclaim, with the vessel
winning the award for Engineering Project of the Year
at the prestigious 2017 S&P Global Platts Global Energy
Awards.
The Group’s human capital has been and remains the keystone of its successful work. SCF gives priority to supporting professional maritime education, staff training and
continued professional development, whilst enhancing
the social protection of its employees, both seagoing and
shore-based. This year will see the implementation of a
long-term motivation programme approved by the Board
of Directors in 2015 which covers, in particular, captains
and chief engineers of the Group’s vessels. The current
programme is unique within the industry and enables the
Group to build up its talent pool of high class specialists
in SCF’s fleet operations and management, who have the
competencies needed to provide safe and quality support
for oil & gas projects in the challenging conditions of the
Arctic and subarctic seas.
The Board of Directors is grateful to the Group’s partners
and customers for their productive and mutually beneficial cooperation. Their ongoing support and trust have
contributed to the achievement of the Group’s goals and
the implementation of complex, often challenging, tasks.
Chairman of the Board of Directors
of PAO Sovcomflot
Ilya Klebanov
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Message from the
President & Chief
Executive Officer
SCF Group’s fleet operations in 2017 were performed amidst
a historically low tanker market — with freight rates falling
by almost 50% to levels last seen in 1992 and 2011, the worst
years for the industry in the past quarter of a century. A tonnage surplus, resulting from intensive speculative ordering
activity during the market spike of 2015, in combination
with a decrease in oil shipments by sea due to oil production
cuts following the decision of OPEC and other oil producing
nations, were the main reasons for the significant deterioration of conditions in the global tanker market.
Despite the sharp fall in freight rates in 2017, the Group
continued to implement its development strategy consistently. The revenue share from long-term contracts with fixed
returns within total revenues increased to 51%. In 2017 operating revenues from the Offshore and Gas division increased
by 48.7% and 17.4% respectively. Thanks to the successful
operation of these fleet segments, the Group achieved a positive operating profit1 for the year, demonstrating its ability to
effectively withstand the negative trends and challenges that
faced the global tanker industry over the past year.
The Group’s gross revenue reached USD 1,435.4 million,
whilst EBITDA2 was USD 544.9 million. The RAS net profit
of PAO Sovcomflot amounted to RUB 3,391 million. Importantly, the Group has the financial resources to sustain its
dividend policy.
In the reporting period, the Group’s fleet was supplemented
with three high-tech icebreaking platform supply vessels,
Gennadiy Nevelskoy, Stepan Makarov, and Fedor Ushakov.

The vessels began operations under long-time charter
agreements with Sakhalin Energy, within the Sakhalin-2
project.
The delivery of SCF’s flagship vessel, Christophe de Margerie, which opened a new chapter in the history of Arctic
shipping, became an important milestone event for the
global LNG market. In August 2017 this ship, the world’s
first icebreaking LNG carrier, completed a commercial voyage in high latitudes, sailing the entire Northern Sea Route
without icebreaker assistance. In December, she loaded
the first LNG cargo at the new export terminal in Sabetta,
marking the start of regular gas shipments from the Yamal
LNG project.
The Group has made a resolute step towards the development of innovative technologies that enable a significant
reduction in the emissions from its vessels. During the
year, orders were placed for the world’s first LNG-fuelled
Aframax tankers. Sovcomflot’s shipbuilding programme
includes six such vessels (each with a deadweight of
114,000 tonnes, ice class: Ice 1A). These new-generation
vessels are expected to enter service between Q3 2018 ‑ 
Q2 2019.
The Group adheres to the “Safety comes first” principle
and expresses its gratitude to its captains, crews and onshore personnel for their professionalism and contribution
to the business. I thank the Group’s shareholder, customers and partners for their effective support and participation in the implementation of the Group’s plans.
President & Chief Executive Officer —
Chairman of the Executive Board
of PAO Sovcomflot
Sergey Frank

1

Represents profit (loss) before tax adjusted for vessels impairment loss and non-operating income and expenses.

2

 epresents EBITDA adjusted for other non-operating income and expenses; profit (loss) on derivative financial instruments held for trading; profit (loss) on ineffective hedging instruments; profit (loss)
R
from subsidiaries sale; profit (loss) from exchange rates; profit (loss) from investment sales when applying the equity method; other operating income and expenses.
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Photo: Suezmax tanker SCF Surgut (158,000 dwt)
is employed in transatlantic oil shipments
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2

January
1•

Gennadiy Nevelskoy named. She is
a new icebreaking platform supply
vessel built to order for Sovcomflot to
serve the Sakhalin-2 project under a
long-term agreement with Sakhalin
Energy

• Novorossiysk Shipping Company
(Novoship) celebrates its 50th anniversary with events held in Novorossiysk
2

February

1

• Sovcomflot headquarters in St.
Petersburg hosts a meeting of the
Arctic Economic Council (AEC).
The meeting was attended by
business community representatives from Russia, Finland, Norway,
Denmark, Sweden, Canada, and the
USA, as well as several organisations of indigenous peoples from
the Arctic

March
2•

Christophe de Margerie, the world’s
first icebreaking liquefied natural gas
tanker, successfully completes a trial
voyage through the sea canal, laid in
the Gulf of Ob for large-capacity vessels, to berth at the gas terminal at
Sabetta Port built for the Yamal LNG
project. She becomes the first vessel
to complete such a voyage
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July
6•

Sovcomflot Group receives the Deal
of the Year award, at the annual
Seatrade Awards, for its Eurobond
issue

August
• LNG carrier Chirstophe de Margerie
successfully completes her first
commercial voyage, transporting
LNG through the Northern Sea
Route from Norway to South Korea.
Christophe Margerie also became
the first commercial vessel to sail
the entire NSR without icebreaker
assistance
3

April
• PAO Sovcomflot receives the award
for Institutional Debt Deal of
the Year, from the authoritative
international magazine Marine
Money, for the company’s Eurobond
offering
• PAO Sovcomflot and the Admiral
Nevelskoy Maritime State University
(Vladivostok) signed an agreement
to launch a joint Floating Laboratory
project onboard the icebreaking
platform supply vessel Gennadiy
Nevelskoy
3•

Sovcomflot and Shell sign an
agreement for the supply of liquefied
natural gas to fuel a new generation
of Aframax tankers that will join
the SCF fleet beginning Q3 2018.
The operation of large-capacity
LNG-fuelled tankers, in the most
important tanker market segment,
will mark the transition to a more
environmentally friendly fuel for use
within the global tanker industry

May
• Sovcomflot’s Arctic shuttle tanker
Shturman Albanov wins the 2016 Ship
of the Year award at the 2017 Marine
Propulsion Awards

September
• Sovcomflot Group named Tanker
Operator of the Year at the 2017
Lloyd’s List Global Awards in
London

June
4•

SCF’s new icebreaking platform
supply vessel is named Stepan
Makarov. The vessel was built to
order for PAO Sovcomflot to serve the
Sakhalin-2 project, under a longterm agreement between SCF and
Sakhalin Energy

5•

A naming ceremony for Christophe
de Margerie, the world’s first icebreaking LNG tanker, takes place in
St. Petersburg’s Bronka Port, during
the XXI St. Petersburg International
Economic Forum

6
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of experimental voyages by SCF
ships in high latitudes, to explore
possibilities for extending the
navigation season in the Northern
Sea Route. Bound for her permanent
operational base on the shelf off
Sakhalin Island (the Sea of Okhotsk),
the vessel passed along a highlatitude route without icebreaker
assistance, despite the late stage of
the Arctic Ocean navigation season

December
• The Arctic LNG carrier Christophe de
Margerie loads her first LNG cargo
from the Yamal LNG project
8•

Christophe de Margerie wins the
award for Engineering Project of the
Year at the prestigious international
S&P Global Platts Global Energy
Awards in New York

October
• The naming ceremony for
Fedor Ushakov is held. This new
multifunctional icebreaking platform
supply vessel (MIBSV) was built to
order for PAO Sovcomflot to service
the Sakhalin-2 project

November
7
•

On 24 November, the MIBSV Fedor
Ushakov successfully completes an
eastward passage along the Northern
Sea Route as part of the programme

8
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Photo: Geophysical exploration 3D vessel Ivan Gubkin
performs research work in the Kara Sea
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SCF history —
steps along the way
In June 2018, PAO Sovcomflot
celebrates its 30th anniversary
as an independent joint-stock
company. The Group is proud
to be headquartered in St.
Petersburg, the city preserving
the history and traditions of the
Russian fleet

1988

Creation of JSC Sovcomflot – one of the first jointstock companies in the history of modern Russia

Sigulda was the first gas tanker constructed to order
for SCF and she was designed to transport liquefied
petroleum gas (LPG)

TYPE: LPG tanker
ICE CLASS: L3
CARGO CAPACITY ( M 3): 15,096

1995

Start of independent tanker fleet
technical management operations

Sovcomflot Senator was a containership of the Megaslot
type with a 3,005 TEU cargo capacity, and was the first
vessel of such size in the Russian fleet

TYPE: Panamax
ICE CLASS: ICE-1C
CARGO CAPACITY: 3,005 TEU

SCF HISTORY — STEPS ALONG THE WAY
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Photo: Multifunctional icebreaking vessel Yevgeny Primakov berthed
by the English embankment in St. Petersburg

2003

Building of the first series of product carriers in
Russian shipyards to Sovcomflot order

Troitsky Bridge was the lead ship in a series of eight
product carriers of MR type, built at Admiralty Shipyards
(St. Petersburg) by order of Sovcomflot

TYPE: MR
ICE CLASS: ICE-1A
DEADWEIGHT ( Т ): 47,199

2006

SCF tankers started the transportation of oil from
the port of De-Kastri, Sakhalin-1 project (the Sea of
Okhotsk)

The tanker Yuri Senkevich was the first to load the oil rom
the Sakhalin oil fields.

TYPE: Aframax
ICE CLASS: Ice 1C
DEADWEIGHT: 100,869
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2008

Start of oil shipments by SCF tankers for the
Varandey project (Barents Sea)

The Arctic shuttle tanker Timofey Guzhenko near the fixed
offshore ice-resistant offloading terminal at Varandey

2009

Sovcomflot begins gas shipments for the subarctic
Sakhalin-2 project (Sea of Okhotsk)

The LNG carrier Grand Aniva loading near the gas terminal
Prigorodnoye

TYPE: Panamax
DEADWEIGHT ( Т ): 71,294
ICE CLASS: Arc6

TYPE: LNG carrier
CARGO CAPACITY ( М 3): 145,000
ICE CLASS: ICE-1C

2013

2014

The largest tanker in Russia’s commercial fleet
Svet, with a deadweight of 320,000 tonnes, is
constructed to order for Sovcomflot

The tanker Svet in the Strait of Gibraltar

TYPE: VLCC
DEADWEIGHT ( Т ): 321,075

The Arctic shuttle tanker Mikhail Ulyanov
undertook the first shipment of crude oil from
Russia’s Arctic shelf for the Prirazlomnoye project
(Pechora Sea)

The Arctic shuttle tankers Mikhail Ulyanov and Kirill
Lavrov were designed with the direct involvement of
SCF experts to serve the Prirazlomnoye project and were
constructed at St. Petersburg’s Admiralty Shipyards
TYPE: Panamax shuttle tanker
DEADWEIGHT ( Т ): 69,830
ICE CLASS: Arc6

SCF HISTORY — STEPS ALONG THE WAY

2010

The Aframax tanker SCF Baltica becomes the first
large-capacity tanker to transit the Northern Sea
Route from the Atlantic to the Pacific

The tanker SCF Baltica on the NSR

2011

the tanker Vladimir Tikhonov commenced a high latitude
transit of the Northern Sea Route opening a new deepwater sea route to the north of the New Siberian islands

The tanker Vladimir Tikhonov

TYPE: Aframax
DEADWEIGHT ( Т ): 117,153
ICE CLASS: ICE-1A Super

TYPE: Suezmax
DEADWEIGHT: 158,000
ICE CLASS: Ice-1A

2016

2017

The Arctic shuttle tankers Shturman Albanov,
Shturman Malygin and Shturman Ovtsyn start yearround operations for the Novy Port project

The tanker Shturman Albanov in the Gulf of Ob (the Kara
Sea)

TYPE: MR
DEADWEIGHT ( Т ): 41,455
ICE CLASS: Arc7
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Christophe de Margerie, the world’s first Arctic LNG
tanker, transits the NSR without icebreaker support
in record time of six and a half days

The Arctic gas carrier Christophe de Margerie, developed
with the direct involvement of SCF experts, becomes the
first in a series of new vessels designed to service the
Yamal LNG project
TYPE: Yamalmax
CARGO CAPACITY ( М3): 172,300
ICE CLASS: Arc7
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Development
strategy
The main strategic priorities of PAO
Sovcomflot are servicing industrial
offshore oil and gas production projects,
the shipment of energy by sea, efficient
fleet operations and maintaining high
quality and safety standards

Sovcomflot Group’s development strategy to 2017 was
approved by the Board of Directors in September 2011. In
2013 the planning horizon was extended to 2018

MAIN STRATEGIC SECTORS:
• SERVICES FOR OFFSHORE ENERGY EXPLORATION
AND PRODUCTION
• LIQUEFIED GAS TRANSPORTATION
• CONVENTIONAL ENERGY TRANSPORTATION

The strategy sets forth the Group’s priorities for
sustainable development: ensuring navigational safety;
reducing adverse environmental impacts; improving
the professionalism of personnel and placing a focus on
technical and innovative development.
In accordance with the strategy, the Group faces the
following tasks:
• maximising income from the operation of the
conventional fleet (oil and petroleum product tankers),
reflecting the state of the freight markets, seasonal
factors, and emerging local “peak” freight rates in
certain geographic markets
• further optimising the composition of the fleet,
factoring in the state of the market for second-hand
tonnage, and realising opportunities to revamp existing
vessels (as part of the innovation strategy) to reduce
operating costs and to increase competitiveness

DEVELOPMENT STRATEGY
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• implementing current and launching new Russian and
international projects involving the transportation of
liquefied gas, the transportation of crude oil by shuttle
tankers, and the servicing of offshore oil and gas fields in
order to increase the share of long-term project business in
the total revenue and aggregate assets of the Group

Risk management system
Sovcomflot Group pays special attention to risk management
issues. The Group’s management and employees are
responsible for establishing and operating the risk
management system at all management levels.
Risk management is carried out in accordance with the
Regulations on the Group’s Risk Management System approved
by PAO Sovcomflot’s Board of Directors in November 2015.

Whilst retaining a leading
position in the traditional global
crude oil and petroleum product
shipping markets, Sovcomflot has
also mastered new segments of
the maritime industry

The Group has created and regularly updates a register of
risks that could have a significant impact on its operations.
Risks are rated in preference manner. In addition, Sovcomflot
is implementing regular and one-off activities designed to
prevent or minimise the likelihood of risks materialising.
Such activities include: maintaining high navigational safety
standards; monitoring global freight markets; building and
deploying state-of-the-art vessels and offloading obsolete
ships; planning and implementing the required environmental
measures; monitoring amendments to shipping industry
regulations and improving HR policies.
The implemented risk management measures, together with a
proactive response to emerging threats, has enabled the Group
to minimise their impact on operations during the reporting
period.
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Structure of the fleet
The Group is rapidly increasing the share of industrial projects in its business
portfolio, whilst also retaining a leading position amongst shipowners and
operators of conventional tankers.

SCF Group’s fleet is divided into four divisions:

Conventional Division
Transportation of crude oil,
petroleum products and
hydrocarbons in the downstream
segment (refined petroleum
products), bulk cargoes

Gas Division

108 tankers
2 bulkers

Transportation of liquefied
natural gas and liquefied
petroleum gas

13 gas carriers
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Composition of the Group’s
fleet in 2017
As of 31 December 2017, the Group’s fleet comprised 150
vessels with a total deadweight of 13.1 million tonnes.

The fleet’s deadweight increased by 90,000 tonnes (+0.7%).
The average age of vessel in the Group’s fleet at the end of
2017 was 10 years, which is 15% less than for the fleets of
other leading shipping companies (according to Clarkson
Research Services).

SCF Group’s strategy implies a regular growth and expansion
of the fleet. In 2017, the Group’s fleet was supplemented by
five vessels (+2.7%), four of which were delivered by shipyards
under shipbuilding contracts, whilst one vessel was chartered.
Table 1
Composition of Sovcomflot Group’s fleet

Number of vessels at year-end
Vessels by type

Total deadweight at year-end, '000 tonnes

2017

2016

2015

2017

2016

2015

Oil tankers

59

59

59

7,653

7,653

7,653

Oil product tankers

49

49

43

3,120

3,120

2,573

Shuttle tankers

16

16

13

1,301

1,301

1,176

LNG and LPG carriers

13

12

12

870

790

790

Bulk carriers

2

2

2

150

150

150

Multi-functional icebreaking vessels

9

6

4

35

25

17

Research vessels

2

1

1

7

2

2

Chartered vessels

0

1

0

0

5

0

150

146

134

13,136

13,046

12,361

Total

Offshore Division
Supply and servicing of
offshore platforms, shuttle
transportation of crude oil,
management of terminals

16 shuttle tankers
9 supply and standby
vessels

Seismic Exploration Division (SCF GEO)
Marine geophysical
exploration

2 research vessels
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According to Clarksons, at the end of 2017, Sovcomflot Group
had the following positions in the global rankings of tanker
ship owners:

• ARCTIC SHUTTLE
TANKER FLEET
• ICE - CLASS TANKER
FLEET
• AFRAMAX TANKER
FLEET

• ICE - CLASS LNG
CARRIER FLEET

1-е место в мире
• ФЛОТ АРКТИЧЕСКИХ ЧЕЛНОЧНЫХ ТАНКЕРОВ
• ФЛОТ ТАНКЕРОВ С ЛЕДОВЫМ К ЛАССОМ
• SIZE OF TANKER
FLEET
• ФЛОТ ТАНКЕРОВ ТИПОРАЗМЕРА AFRAMAX

• SHUTTLE TANKER
FLEET

2-е место в мире

• ФЛОТ ТАНКЕРОВ - ГАЗОВОЗОВ СПГ С ЛЕДОВЫМ К ЛАССОМ

3-е место в мире

1

2

3

• ЧИС ЛЕННЫЙ СОСТАВ ТАНКЕРНОГО ФЛОТА

global
global
• ФЛОТ
ЧЕЛНОЧНЫХ ТАНКЕРОВ
ranking

ranking

global
ranking

Fleet development
Investment activities
Reflecting the Group’s strategic priorities, its Investment
Programme focuses mainly on the implementation of
high-yield industrial projects, in the spheres of liquefied
gas transportation and the servicing of offshore oil and gas
fields. In 2017, most investments were directed towards these
segments.

557

USD MILLION

FUNDING FOR SOVCOMFLOT’S
INVESTMENT PROJECTS
IN 2017

Chart 1
Dynamics of Group investments, 2015-2017, USD million

2017

557
678

2016
2015

516

STRUCTURE OF THE FLEET

21

Photo: Multifunctional icebreaking standby vessel Stepan Makarov carries out a transfer
of Orlan platform personnel using an Ampelmann walkway. The Sea of Okhotsk, 2017

ARCTIC LNG TANKER FOR THE YAMAL LNG PROJECT
In March 2017 the world’s first icebreaking LNG carrier,
Christophe de Margerie, joined SCF’s fleet. The vessel was
built to service the Yamal LNG Project and is specially
designed to transport gas in the challenging ice conditions
of the Kara Sea and the Gulf of Ob throughout the year. Her
arrival signalled the market debut for Yamalmax ships, a new
class of vessel.
She has been assigned an ice class Arc7, the highest ice class
amongst existing merchant vessels. The vessel is capable of
sailing independently through ice of up to 2.1 metres thick.
Christophe de Margerie’s propulsion system has a power of
45 MW, which is comparable to that of a nuclear-powered
icebreaker.
The design of Christophe de Margerie has received broad  
acclaim from oil and gas industry specialists. On 7 December
2017 the vessel won the award for Engineering Project of the
Year at the 2017 S&P Global Platts Global Energy Awards.
In December 2017, the tanker loaded the first LNG cargo
at the port of Sabetta, marking the start of regular gas
shipments from the Yamal LNG project.

MULTI - FUNCTIONAL ICEBREAKING VESSELS FOR SAKHALIN -2
PROJECT
Since 2009, Sovcomflot’s multi-functional icebreaking supply
vessels have been servicing production platforms of the
Sakhalin-2 project in the Okhotsk Sea. As the project evolved
its operator, Sakhalin Energy, required four additional vessels
of this class. In 2014, Sovcomflot and Sakhalin Energy entered
into time charter agreements for these vessels.
Three new vessels joined SCF’s fleet in 2017 – the icebreaking
supply vessel Gennadiy Nevelskoy, and the icebreaking standby
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vessels Stepan Makarov and Fedor Ushakov. The last vessel of
the series, Evgeny Primakov, joined the Group’s fleet in January
2018. The agreement between SCF Group and Sakhalin Energy,
signed in 2014, involves the operation of all four vessels for 20
years serving the Sakhalin-2 project.  
Ships of this series are among the best in their class today.
They are specially designed for operation in the difficult ice
conditions of the Sea of Okhotsk, and are assigned a high ice
class – Icebreaker6.
The commissioning of new vessels enabled Sovcomflot to
strengthen its global leadership position in the number of
icebreaking supply vessels (IBSVs) under management.
“GREEN FUNNEL” AFRAMAX TANKERS
In 2017, the Group entered into shipbuilding contracts for
six new-generation vessels, the world’s first Aframax tankers
purpose-designed to run on liquefied natural gas (LNG) fuel.
The use of LNG fuel significantly reduces emissions from
the tankers, thereby benefitting the environment. Engines
running on LNG emit almost no sulphur oxides and lowdispersive particles. They emit 85 per cent less nitrogen
oxides (NOx) and 27 per cent less carbon dioxide when
compared with engines running on conventional marine
diesel fuel. The new series of SCF’s “Green” Aframaxes
therefore sets a new standard of environmental sustainability
in the global tanker market.
The vessels are planned for delivery between Q3 2018 and Q2
2019. Each tanker has a deadweight of 114,000 tonnes. The
vessels’ hulls will have a high ice class 1A/1B, enabling their
safe operation in seas with challenging ice conditions all yearround.
In February 2018, Sovcomflot and Shell entered into longterms charter agreements for two vessels of the series. Shell
will also supply LNG to fuel all vessels of the series.

A NEW SHUTTLE TANKER OF THE SHTURMAN ALBANOV SERIES
FOR THE NOVY PORT PROJECT
In 2016, Sovcomflot put into service a series of three unique
Arctic shuttle tankers ordered to service the Novy Port project.
Quickly the vessels have established their worth, based on
their high operational efficiency. In 2017, Sovcomflot placed
orders for the construction of a fourth vessel of this series, and
has entered into a long-time charter agreement with Gazprom
Neft for the tanker under construction.
The tankers have a deadweight of 41,500 tonnes. Their design  
reflects specific challenges faced when navigating in the
Gulf of Ob. Their high icebreaking capability and shallow
draft enables them to manoeuvre freely in the Gulf, which
is covered with ice from October to July. The tankers can
operate year-round at temperatures down to –45 degrees
Centigrade, meanwhile they have an Arc7 ice class.
In 2017, the lead vessels of this series, Shturman Albanov,
won the award for 2016 Ship of the Year at the authoritative
international Marine Propulsion Awards.
The fourth tanker in the series, ordered in 2018, is expected
to be delivered to the Group in October 2019.

23

STRUCTURE OF THE FLEET

The shipbuilding programme
During 2017 Sovcomflot Group put into service four new
vessels with a total deadweight of some 90,000 tonnes: three
multifunctional icebreaking vessels (Gennadiy Nevelskoy,
Stepan Makarov, Fedor Ushakov) and one icebreaking LNG
carrier (Christophe de Margerie).
As at 31 December 2017, Sovcomflot Group’s portfolio of
vessels on order included nine ships, with a total deadweight
of 811,000 tonnes.

Table 2
The Group’s shipbuilding portfolio as at 31 December 2017.
Name of vessel

Type of vessel

Deadweight, tonnes

Ice class

HULL 514

Multi-functional icebreaking vessel

3,800

Icebreaker ICE-15

HULLS919

LNG-fuelled Aframax tanker

114,000

1A/1B

HULLS920

LNG-fuelled Aframax tanker

114,000

1A/1B

HULLS921

LNG-fuelled Aframax tanker

114,000

1A/1B

HULLS922

LNG-fuelled Aframax tanker

114,000

1A/1B

HULLS923

LNG-fuelled Aframax tanker

114,000

1A/1B

HULLS924

LNG-fuelled Aframax tanker

114,000

1A/1B

HULL 2245

MR Arctic shuttle tanker

42,000

Arc7

HULL 8006

Atlanticmax LNG carrier

82,000

-

TOTAL

811,800
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Charterers
The commercial business units within Sovcomflot
Group focus on working with the major oil and gas
and trading companies. According to Group chartering
policy, the share of each charterer should not exceed
10% of total revenue. The tonnage is chartered out
on a competitive basis under the principles of equal
conditions and opportunities for all clients

STRUCTURE OF THE FLEET

The list represents key charterers, providing for 85% of the company’s revenue
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INDUSTRIAL PROJECTS

Industrial projects
The Group’s vessels provide the
transport component of Russia’s
most important offshore projects,
fully meeting the latest trends and
requirements of the market. SCF’s fleet
contains unique vessels, which have
no analogues in the world

SAKHALIN -1 ( SEA OF OKHOTSK, RUSSIA)
Operator:
Exxon Neftegas Limited. The project’s participants are Exxon
Mobil (Japan), Rosneft (Russia), SODECO (Japan), ONGC
Videsh (India).
Project:
Development of offshore fields of Chayvo, Odoptu, and
Arkutun-Dagi on the northeast shelf of Sakhalin Island.
The project’s infrastructure includes two offshore platforms
(Orlan, Berkut) and export terminal in the port of De-Kastri
(Khabarovsk region).
SCF participation:
Sovcomflot started servicing the project in 2006, with eight of
the Group’s vessels employed on the project:
• five Aframax shuttle tankers (deadweight of 101,000103,000 tonnes, Ice-1C ice class): Yuri Senkevich, Viktor
Titov, Victor Konetsky, Captain Kostichev, and Pavel Chernysh
• three multifunctional icebreaking offshore platform supply
vessels (Icebreaker ICE-10 ice class): Vitus Bering, Aleksey
Chirikov and SCF Sakhalin
By the end of Q1 2018, SCF’s vessels had safely transported
102 million tonnes of crude oil for this project.

Berkut platform
Orlan platform
Port of
De-Kastri

INDUSTRIAL PROJECTS

SAKHALIN -2 ( SEA OF OKHOTSK, RUSSIA)

VARANDEY ( BARENTS SEA, RUSSIA)

Operator:
Sakhalin Energy

Operator:
Lukoil

Project:
The project’s infrastructure includes three offshore
ice-resistant platforms (Molikpaq, Lunskoye-A, PiltunAstokhskoye-B), a liquefied natural gas plant, and offloading
terminals in the port of Prigorodnoye (Sakhalin island).

Project:
Development of the Timano-Pechersky and other
adjacent oil fields in the Nenets Autonomous District
territory. The project’s infrastructure includes the
Varandey offshore ice-resistant offloading terminal,
located 22 km offshore in the Barents Sea.

SCF participation:
Sovcomflot started servicing the project in 2009.
12 of the Group’s vessels are engaged in servicing the project:
• three Aframax shuttle tankers (deadweight of 105,000111,000 tonnes, Ice-1C ice class): Sakhalin Island, Governor
Farkhutdinov, and Zaliv Aniva
• two LNG carriers (cargo capacity 145,000 cubic metres, Ice1C ice class): Grand Aniva and Grand Elena
• seven multi-functional icebreaking supply vessels for
offshore production platforms. Gennadiy Nevelskoy, Stepan
Makarov, Yevgeny Primakov (Icebreaker6 ice class), SCF
Endurance, SCF Enterprise, SCF Endeavour (Icebreaker ICE10 ice class)
The project’s oil and gas terminal in the port of Prigorodnoye
(Sakhalin Island) is managed by Prigorodnoye Seaport, a joint
venture between SCF Group and Sakhalin Energy.

SCF participation:
Sovcomflot started servicing the project in 2008.
• Three of the Group’s Panamax shuttle tankers
(deadweight 71,200 tonnes, Arc6 ice class) are engaged
in servicing the project: Vasily Dinkov, Timofey
Guzhenko, and Kapitan Gotsky.
• In 2011, Sovcomflot was recognised by a Russian
Government award for science and technology, for
the development and industrial commissioning of
innovative solutions to establishment a transportation
system for the Varandey project.
By the end of Q1 2018, SCF’s vessels had safely
transported 60 million tonnes of crude oil for this
project.

By the end of Q1 2018, SCF’s vessels had safely transported
51.8 million tonnes of oil and 7.18 million cubic metres of
LNG for this project.

Piltun-Astokhskoye-B platform
Molikpaq platform
Lunskoye-A platform

Port of Prigorodnoye

Varandey
terminal
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PRIRAZLOMNOYE ( PECHORA SEA, RUSSIA)

NOVY PORT (GULF OF OB, KARA SEA, RUSSIA)

Operator:
Gazprom Neft

Operator:
Gazprom Neft

Project:
Development of the Prirazlomnoye field in the Pechora Sea.
The project’s infrastructure includes an offshore ice-resistant
platform located 60 km offshore.

Project:
Development of the Novy Port oil and gas condensate field on
the Yamal Peninsula. The project’s infrastructure includes the
offshore Arctic Gates terminal located in the Gulf of Ob 3.5
km offshore.

SCF participation:
Sovcomflot started servicing the project in 2014.
• Two of Sovcomflot’s Panamax shuttle tankers (deadweight
70,000 tonnes, Arc6 ice class) are engaged in servicing the
project: Mikhail Ulyanov, Kirill Lavrov
• Unique SCF shuttle tankers are one of the key elements in
the successful implementation of this project, the first oil
production on Russia’s Arctic shelf
By the end of Q1 2018, SCF’s vessels had safely transported
6.6 million tonnes of crude oil for this project.

SCF participation:
Sovcomflot started servicing the project in 2016. For the first
time in the history of marine navigation, large-tonnage oil
shipments became possible from the shallow Gulf of Ob, on a
year-round basis.
• Three of the Group’s MR shuttle tankers (deadweight
41,500 tonnes, Arc7 ice class) are engaged in servicing the
project: Shturman Albanov, Shturman Malygin, Shturman
Ovtsyn
• In 2019, a fourth shuttle tanker in this series will join SCF’s
fleet to also serve the Novy Port project
• In 2017, the lead vessels of this series, Shturman Albanov,
was named 2016 Ship of the Year at the international
Marine Propulsion Awards
At the end of Q1 2018, SCF’s vessels had safely transported
4.6 million tonnes of oil for the project.

Prirazlomnoye
platform

Arctic Gates
offshore terminal

INDUSTRIAL PROJECTS

YAMAL LNG (GULF OF OB, KARA SEA, RUSSIA)

TANGGUH LNG ( BINTUNI BAY, INDONESIA)

Operator:
Yamal LNG, controlled by Novatek (Russia), Total (France),
CNPC (China) and Silk Road Fund (China).

Operator:
International consortium that includes BP (UK), CNOOC
(China), Mitsubishi, Inpex, JX Nippon Oil & Energy, JOGMEC,
Mitsui, Sumitomo, Sojitz (Japan).

Project:
Development of the South Tambey gas field on the Yamal
Peninsula. The project’s infrastructure includes a liquefied
natural gas plant and offloading terminal in the Sabetta Port
(Yamalo-Nenets Autonomous District).
SCF participation:
Sovcomflot started servicing the project in 2017.
• SCF’s icebreaking Yamalmax LNG carrier Christophe de
Margerie (cargo capacity 172,600 thousand cubic metres,
Arc7 ice class), the world’s first Arctic vessel of this type, is
engaged in servicing the project.
• In December 2017, Christophe de Margerie has won the
award for Engineering Project of the Year at the 2017 S&P
Global Platts Global Energy Awards.

Project:
Development of Tangguh gas field on the island of New
Guinea (Indonesia)
SCF participation:
Sovcomflot started servicing the project in 2009.
Two of the Group’s LNG carriers (cargo capacity 145,700 cubic
metres each) are engaged in servicing the project: Tangguh
Batur, Tangguh Towuti.
By the end of Q1 2018, SCF’s vessels had safely transported 24
million cubic metres of LNG for this project.

At the end of Q1 2018, SCF’s vessel had safely transported
680,000 cubic metres of LNG for this project.

Tangguh

Sabetta Port
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INNOVATION AND R&D

Innovation and R&D

Sovcomflot is a world leader in
developing and implementing
innovations in shipping. The Group
actively enhances the technologies
and equipment it uses, implements
international best practices, optimises
fleet management, and enhances
the scientific potential of employees,
including seafarers and shore-based
specialists

Sovcomflot successfully develops and implements optimal
engineering and technical solutions that form the transport
component of major industrial projects. In particular,
this enables the provision of reliable year-round shipping
along the Northern Sea Route for the Yamal LNG and Novy
Port projects. This specialist work saw the Group’s fleet
supplemented with unique vessels during the year, with
technical and operating characteristics that strengthened
the Group’s leadership in the shipping of oil and gas in the
adverse conditions of Arctic and subarctic waters.
Sovcomflot has regularly won national and international
awards for its innovative achievements.
• 2017 April: Shturman Albanov, the Group’s Arctic shuttle
tanker, was a winner at the 2017 Marine Propulsion Awards
in the 2016 Ship of the Year Award category
• 2017 September: PAO Sovcomflot was awarded first prize
in the International Competition for Scientific, Technical
and Innovative Projects aimed at the development and
study of the Arctic and continental shelf. This was held
under the auspices of the Russia’s Ministry of Energy. The
prize was presented to SCF’s team “For the development
and practical implementation of technological solutions
to establish a year-round marine transportation system for
energy exports from the Gulf of Ob”

INNOVATION AND R&D

In 2017, the Company’s fleet received a unique training
manual – Practical Recommendations by SCF Captains for
Vessel Navigation in Ice Conditions. The most experienced
ice-navigation captains took part in recording and
consolidating their accumulated work experience in the
Varandey, Prirazlomnoye, and Sakhalin-1 projects, which
formed the basis for the book. In the next edition, it is
planned to supplement the manual with information about
operations for the Novy Port project.
The main fields for innovative activities, scientific study,
R&D, and technological projects of SCF Group are the
following:
• Research, calculations, and experiments in the selection of
the optimal parameters of vessels’ power units, to promote
energy efficiency and a reduction in environmental impacts
• Development of SCF’s technical specifications for Aframax
tankers with dual-fuel main engines
• Providing input to the Shell Delivery Procedures Manual of
LNG bunkering guidelines, the first industry document of
its kind
• The design of vessels capable of operating in the most
challenging working conditions of the North Atlantic,
during the winter period, based on a service life increased
to 25 years (equivalent to a 40-year service life for a vessel
operating in other parts of the world’s oceans)
• The application of new rules governing the construction
of vessels, during research into the structural and fatigue
performance characteristics of a hull design

Photo: Azipod units of the icebreaking
LNG carrier Christophe de Margerie

• 2017 December: the Arctic LNG carrier Christophe de
Margerie won the award for Engineering Project of
the Year at the 2017 S&P Global Platts Global Energy
Awards
• In March 2018, several seafaring and shore-based
personnel from the Group received prestigious
government awards for their major contribution to
the Christophe de Margerie construction project for the
world’s first icebreaking LNG carrier
• June 2018 marked ten years since SCF’s vessels
began servicing the Varandey Project. Sovcomflot
was recognised by a Russian Government award for
science and technology for the development and
implementation of innovative solutions establishing a
transportation system for this project
Sovcomflot encourages the professional development
of its personnel and welcomes further education and
training programmes aimed at providing in-depth
knowledge of modern technologies in fleet management.
The Group’s engineering staff have highly developed
scientific capabilities: currently twelve of SCF’s seafarers
have  completed post-graduate studies and have received
a PhD in Technical Sciences or are preparing to defend
their theses.

• Research, calculations, and experiments on the selection of
optimal hull forms and the parameters of rudder propeller
units
• The review and approval of engineering documentation for
the construction of a floating storage and regasification
unit (FSRU)
• Development of recommendations for the safe year-round
navigation of large-capacity oil tankers and LNG carriers in
the Gulf of Ob
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SAFETY AND QUALITY

Safety
and quality
As an industry leader, Sovcomflot
adheres to the principles of sustainable
development, giving priority to the safety
of navigation, environmental protection,
and maintaining a high-quality service.
Recognising its responsibility to
the global community, Sovcomflot`s
operating principle is Safety Comes First

requirements, as evidenced by the results of external
inspections. The best proof of the Group’s high level of
reliability and qualification as a carrier is the willingness of
key customers to sign long-term contracts with it.
The fleet is operated in accordance with an integrated
safety management system (ISMS) based on the standard
methods for ensuring the effective and safe technical
operation of vessels and their equipment, approved under
the International Safety Management Code (ISM Code),
the ISO 9001:2015 (quality management system) and ISO
14001:2015 (environmental management system) standards,
the Ship Safety Management System based on the ISM Code,
and meeting the requirements of the Flag Administration,
and best industry practices.

Safety management system and
service quality
Sovcomflot works with world-class charterers, leading oil &
gas companies and traders who care about their reputation
and are demanding in the selection of their carriers. To meet
customer expectations, the Group strives to exceed standard

During 2017, Sovcomflot carried out an extensive update
of SMS regulations which are in force across the Group. It
was carried out in connection with SCF’s transition to the
TMSA3 (Tanker Management and Self-Assessment) standard
released by OCIMF (Oil Companies International Marine
Forum).
According to the results in 2017, the average number of
observations related to navigational safety and quality, made
during inspections of SCF vessels by oil majors, was 2.19 per
inspection. This, according to OCIMF, is significantly better
than the industry average (3.11). This performance indicator

SAFETY AND QUALITY

Key occupational safety indicators
Sovcomflot Group has consistently retained its positions in
the rankings of the International Association of Independent
Tanker Owners (INTERTANKO) in terms of occupational
health and safety indicators, which is a good result and
confirms the quality of management and compliance with
high safety standards.
The Lost Time Injury Frequency (LTIF) for the Group’s fleet in
2017 was 0.54, which is considerably lower than the average
for the global tanker fleet (0.86 according to INTERTANKO;
SCF occupies the 111th position amongst 207 companies).
The TRCF (Total Recordable Case Frequency) was 1.15,
which is less than the industry average (2.09 according to
INTERTANKO; SCF is placed in the 99th position amongst
207 companies).

of the Sovcomflot Group fleet has been steadily decreasing
over the past 10 years.
Sovcomflot’s good safety practice is based on augmenting
Russian maritime traditions. Respect for knowledge and
the experience accumulated over decades is becoming an
undisputed competitive advantage. SCF Group’s training
centres in St. Petersburg and Novorossiysk, where SCF
crews receive regular training and refresher courses, have
become an important element in the system of professional
development of the Group’s marine personnel.
There were no detentions of the Group’s vessels by port state
control authorities in 2017.
The Group’s specialists conduct research on the features
of Arctic shipping, provide support for innovative projects,
and participate in discussions of industry regulations as
part of working groups. SCF representatives took part in
the discussion of draft Polar Code provisions, as part of a
working group of the Ministry of Transport of the Russian
Federation. Sovcomflot regularly conducts joint seminars
with FSUE Atomflot, for seagoing and onshore personnel,
which are intended to improve the safety and efficiency of
ice escort operations in the Arctic. In addition, the Group’s
specialists regularly participate in meetings of the Maritime
Safety Committee of the Russian Chamber of Shipping.

SCF Management Services (Dubai) is responsible for
the technical management of the Group’s fleet. It is
certified by Green Award, an international environmental
organisation that was the first in the world to introduce
an environmental assessment system for ships, based not
only on their technical characteristics, but also on the
professional competence of the crew and management
level. Sovcomflot Group has been participating in the
Green Award programme since 1996. Obtaining approval
requires that international conventional requirements
governing navigational safety, quality and environmental
protection are not just met, but substantially exceeded.
At the end of 2017, 10 SCF ships were certified by Green
Award. Green Award auditors visit Sovcomflot’s ships and
offices annually.
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Financial results
A tanker market at historic lows severely affected the performance of Sovcomflot Group
in 2017. At the same time, measures were taken to renew and diversify the fleet, while
a balanced chartering policy enabled the Group to maintain a stable financial position
over the reporting period

The financial statements of Sovcomflot Group were
prepared according to IFRS and are attached as an appendix
to this report, together with corresponding comments and
clarifications. Below is a brief overview and analysis of the
key financial indicators of the Group.

Key financial indicators
Sovcomflot saw an increase in its fleet and total balance
sheet assets in 2017. The Group maintains a stable
programme of capital investment during all phases of the
shipping cycle. Investments in new vessel construction
and acquisitions in 2017 totalled USD 556.7 million (2016:
USD 677.8 million) with the amount payable under current
shipbuilding contracts in 2018‑2020 being USD 705.0 million.

The investment programme and operating activities were
financed through secured bank loans, proceeds from the
issuance of unsecured Eurobonds, and operating cash flow.
Despite the continued volatility in financial markets and the
unstable geopolitical and economic situation in the world, the
Group retained access to both the international and domestic
debt capital markets.
During the reporting period, the Group successfully placed
an additional bond issue worth USD 150 million in the
international market. The issue offers a yield of 4.85 % p. a.
and matures in 2023.
The Group also concluded three new loan agreements for
a total amount of USD 217 million. The proceeds from
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7.16

6.8%

USD BILLION

THE GROUP’S
ASSETS

3.60

3.5%

USD BILLION

SHAREHOLDER’S
EQUITY

5.90

9.4%

USD BILLION

THE TOTAL BOOK VALUE
OF VESSELS IN OPERATION

47.4%
NET DEBT TO EQUITY RATIO AT THE
END OF 2017 ( SOVCOMFLOT GROUP’S
LEVERAGE )

these loans were used to refinance existing loans. In the
reporting year, Sovcomflot Group borrowers and guarantors
fully met all the requirements and the terms and conditions
of their corresponding loan agreements.
The Group carefully monitors and works upon optimising
its capital. Its credit indicators over the reporting period
were affected by an increase in credit exposure for
financing the shipbuilding programme, and a decrease
in revenues due to the adverse situation in the tanker
market.
The Group’s current leverage corresponds to the industry
average, which is traditionally impacted by the high
capital intensity of investments and volatility of the
freight markets.

Indicators from the income statement
In 2017 the negative dynamics of freight rates, which hit
historic lows, had a major impact on the Group’s key profit
indicators. Time charter revenue for 2017 was USD 1,058
million, down 7.4 % from the previous year. 2017 EBITDA
amounted to USD 545 million, down 21.4 % from 2016.
In general, amidst the decline of freight rates in the tanker
market (by up to 50 % for certain vessel sizes) in 2017, the
Group demonstrated the robustness of its industrial business
model, recording a net profit before tax (adjusted for nonmonetary expenses on impairment of the fleet and nonoperating expenses) of USD 10 million. In accordance with
IFRS, in 2017 the Group recorded fleet impairment expenses
of USD 29 million and non-operating costs of USD 79 million,
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Table 3
Profit indicators, USD million
Name

2017

2016

Gross revenue

1,435.4

1,388.1

3.4%

Time charter equivalent revenue

1,058.0

1,142.2

-74.0%

544.9

695.0

-21.4%

10.1

232.0

-95.6%

(113.0)

206.8

EBITDA
Net profit before tax (adjusted for
fleet impairment loss and nonoperating expenses)
(Loss) / net profit

%Δ

Table 4
Credit rating of the Group
Agency

rating

outlook

Moody's Investors Service

Ba1

Stable

Fitch Ratings

BB

Positive

S&P Global Ratings

BB+

Stable

related to litigation in the English courts in respect of
transactions that took place during 2000‑2004.
During the reporting year the Group continued to implement
consistently its industrial development strategy, aimed at
expanding the offshore and gas business segments, whose
share of time charter revenue reached 51 %, with revenues
from the conventional fleet operations (transportation of
crude oil and petroleum products) accounting for 45 %. The
maximisation of income from the high-margin industrial
business portfolio helped to minimise the negative impact of
the fleet’s performance in the conventional tanker market.
Operating expenses in 2017 amounted to USD 379 million,
which is 19 % more than in 2016 due to a corresponding
increase in the fleet in operation. The 54 % increase in voyage
expenses to USD 377 million was due to a rise in bunker fuel
prices, and an increase in the fleet size employed in the spot
market. Administrative expenses remained at their 2016 level
and amounted to USD 98 million. Net finance costs increased
to USD 187 million compared to the previous year, amidst a
general rise in the USD prime interest rate and an increase in
the Group’s loan liabilities associated with the financing of
new vessels under construction.
During 2017, Sovcomflot Group continued to work with
international rating agencies.
With favourable bond market conditions in 2017, along with a
stabilisation of the Group’s credit metrics and improvements
in its ratings, Sovcomflot successfully placed an additional
Eurobond issue maturing in 2023. At the end of the reporting
period, the Group’s Eurobonds traded at a premium to par
value and had a yield to maturity of 4.6 %.

Distribution of profit and dividend
policy
The dividend policy sets dividends at a level no lower than
25 % of the net profit attributable to the equity stake of PAO
Sovcomflot’s shareholder, in accordance with the audited
consolidated financial statements prepared under IFRS, and
converted into Roubles at the CB RF exchange rate at the end
of the reporting period.
The dividend policy was approved by the Board of Directors
in 2012. It is based on maintaining an optimal balance of
interests between PAO Sovcomflot and its shareholder when
distributing net profit, and on the need to increase the
investment appeal of Sovcomflot and its capitalisation.
RUB 6,141 million was paid in dividends to the shareholder in
2017. This amounted to 50 % of the Group’s net profit and was
paid in full.
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Photo: The Arctic gas carrier Christophe de Margerie
en route from Sabetta to the port of Montoir (France)

Chart 3

Chart 2

Structure of the main expense items

Structure of the time charter equivalent revenue
by operating segments

In 2017, the amount of dividends
based on the operating results of
PAO Sovcomflot in 2016 amounted
to RUB 6,141 million. This complies
with the approved dividend policy and
amounts to 50 % of the net profit of
the Group attributable to the stake of
the shareholder of PAO Sovcomflot,
in accordance with the audited
consolidated financial statements
prepared under IFRS, and converted into
roubles at the CBR exchange rate as at
31 December 2016.

15%

4%

24%

15%
35%

7%

11%
22%
30%

21%
16%
Direct operating expenses

Servicing of offshore projects

Depreciation and amortisation

Gas transportation

Voyage expenses

Crude oil transportation

Financing expenses

Petroleum products transportation

General and administrative expenses

Other

Other
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Corporate governance
The well-developed
system of corporate
governance at PAO
Sovcomflot increases
the Group’s operational
efficiency and its
investment appeal

CORPORATE GOVERNANCE
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PAO Sovcomflot — Board of Directors

Ilya Klebanov

Ivan Glumov

(Chairman)

(Independent director)

David Moorhouse

Viktor Olersky

Pavel Kadochnikov

Alexey Klyavin
(Independent director)

Sergey Frank

Walid Chammah

Andrey Sharonov

(Independent director)

(Independent director)
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PAO Sovcomflot — Executive Board

Sergey Frank

Evgeniy Ambrosov

Igor Tonkovidov

Nikolay Kolesnikov

Vladimir Emelianov

Yury Tsvetkov

Sergey Popravko

Callum Ludgate

Marios Orphanos

(Chairman)

Alexey Ostapenko
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Human resources
In seamanship everything depends on
the people who handle high-tech vessels,
navigating them along challenging
sea lanes, working as a team, showing
endurance, strength of mind and a high
level of professionalism

HUMAN RESOURCES

An attractive employer
Sovcomflot is a reliable, stable and attractive employer which
complies with legal requirements, strictly fulfils its financial
and social obligations to its employees and is able to retain
its professional staff.
The Group’s total staff number is over 7,800. Reflecting
the nature of the Group’s operations, the number of fleet
personnel accounts for about 90% of the total Group staff
(6,986 people as at 31 December 2017).
The Group’s shipboard staff retention index reached 93.7%
for officers and 91.1% for other seafarers in 2017. The
retention rate for senior command staff in 2017 reached 97%.
Sovcomflot Group pays special attention to the career
growth and professional development of its employees. A
performance appraisal of the Group’s employees is based on
key performance indicators (KPIs) and is regularly conducted.
Based on the appraisals, in 2017 the Group promoted 655
employees, including 120 senior officers, 325 junior officers,
and 210 other seafarers.
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Professional development of staff

Personnel training

Highly skilled employees are the foundation upon which the
effective operation of a shipping company is built. The Group
actively encourages and participates in the professional
development of its staff.

Sovcomflot’s shipboard personnel training system, which
meets the highest international standards, is based on two
in-house training centres:

In 2017, 3,672  fleet personnel completed 12,240 refresher
courses at the Group’s expense, as part of implementing the
requirements of Sovcomflot’s procedures.
The Group’s operating specifics create the need for subject
matter specialists. As part of staff training and development,
training is organised both through cooperation with maritime
educational institutions and at in-house training centres.

Cooperation with maritime
educational institutions
The Group has existing cooperation agreements with
the country’s three main maritime universities: Admiral
Ushakov Maritime State University (Novorossiysk); Admiral
Makarov State University of Maritime and Inland Shipping
(St. Petersburg), and the Admiral Nevelskoy Maritime State
University (Vladivostok).

• The Sovcomflot Training & Engineering Centre (TEC) in
St. Petersburg, which provides training covering the whole
range of maritime operations in the Arctic, including
training on the skills needed for servicing oil platforms,
navigation in northern latitudes, navigation in ice – both
independently and accompanied by icebreakers, etc.
• The Training & Engineering Centre in Novorossiysk (TEC
Novoship Training), which has been operational for more
than 10 years, and is one of the leading maritime training
centres in the Russian Federation
In 2017, 6,188 seafarers (including from other companies)
received training at the Group’s in-house training centres in
all areas.
Sovcomflot stimulates professional development among
its staff, encouraging employees to receive additional
education for in-depth study of the latest technologies in
fleet operations. SCF’s engineering personnel possess a high
scientific development potential. Currently, twelve of the

HUMAN RESOURCES

Group’s seafarers have completed post-graduate studies and
received a PhD in Technical Sciences, or are preparing to
defend their theses.

Personnel motivation
SCF Group implements various incentives and motivational
programmes for personnel.
Since 2015, the Group has run its Long-Term Motivation
Programme designed over five years. At the start of the
programme, the best captains and chief engineers, and
specific categories of shore personnel participated in the
programme.

Social support for personnel
The main goal of the Group’s social programmes is to attract
and retain personnel and enhance the appeal of Sovcomflot as
a socially responsible employer.
About 97% of the Group’s employees are covered by collective
bargaining agreements (including 100% of seafarers). The
Group cooperates with a professional union (RPUS) in the
following areas:
• Increasing wage levels
• Preserving jobs
• Ensuring safe working conditions
• Insuring the fleet personnel of Sovcomflot Group against
accidents during periods between voyages

• Support programme for pensioners (one-time financial
assistance, vouchers for health resort treatment,
certificates of merit, and memorable gifts)

Private pension programme
The Pension Programme designed for Sovcomflot seafarers
has been functioning since 2007 and is being implemented
jointly with Ingosstrakh Life.
At the end of 2017, 4,918 shipboard employees of SCF Group
were members of the Pension Programme.
Since the beginning of the Programme, 274 seafarers have
received pension payments totalling more than RUB 71
million.
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ENVIRONMENTAL PROTECTION

Environmental
protection
Environmental protection is an integral
part of the Group’s management
system for the safe operation of
ships, established in accordance with
international requirements

ENVIRONMENTAL PROTECTION

The Sovcomflot Group fleet meets the highest environmental
standards taking into consideration both current and planned
practice and requirements.
All new tankers of the Group have an additional class
notation confirming their high environmental compatibility.
This is further proof of the responsible attitude of PAO
Sovcomflot to environmental issues.
In 2017 no major spills of chemicals, oil or fuel were
registered from the fleet.
The main goals of the Group’s environmental protection
policy are to increase the environmental sustainability of
the fleet and to ensure the reliable and environmentally safe
provision of services related to the shipping of cargo by sea.
Under its Environmental Protection Policy, the Group
implements the following measures:
• environmental monitoring and audit
• programmes aimed at increasing the competencies and
awareness of personnel in relation to environmental
protection
• investment programmes to increase the energy efficiency
and environmental safety of its main activities
• environmental risk management programmes, which
include risk identification and assessment, the
implementation of environmental protection measures,
and monitoring and assessing their adequacy
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Chart 4
Dynamics of carbon dioxide emissions, 000’ tonnes
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Chart 5
Dynamics of sulphur oxide emissions, 000’ tonnes
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Sovcomflot Group has in place an environmental
management system, which was established in
accordance with the principles, goals and objectives
of its Environmental Protection Policy. The system
encompasses the activity of all employees of the
Group’s structural units, from ships’ crews to senior
management.
The Group’s new generation of vessels under
construction, the world’s first Aframax tankers
specially designed to run on LNG, will facilitate
a major contribution towards environmental
protection. The tankers’ main engines, auxiliaries,
and boilers will be dual fuel. In addition, these
vessels will be fitted with Selective Catalytic
Reduction technology to comply with Tier III
regulations governing NOx emissions (Annex VI to
the International Convention for the Prevention of
Pollution from Ships) when operating in gasoil fuel
mode.
The advantages of LNG operation are most evident
in figures: emissions reduction of sulphur oxides and
black carbon reach 100 %, nitrogen oxides emissions
decrease by 76 %, and carbon dioxide emissions —
by 27 % as compared with power plants running on
conventional heavy fuel.

ENVIRONMENTAL PROTECTION

Consumption of energy
and energy efficiency
Different types of marine fuel are the main types of
energy resources consumed in the production activities of
the Group.
At the end of 2017, gas fuel accounted for 5.7 % of the total
ship fuel consumed.
Sovcomflot Group is actively engaged in work to
implement a state programme for introducing gas engine
fuel in the transport sector. The Group’s fleet includes
nine LNG carriers equipped with engines able to use LNG
fuel.

Energy efficiency initiatives
Sovcomflot Group recognises that reducing energy
consumption is crucial to minimising adverse
environmental impacts. Accordingly, the Group has
developed and implemented an Energy Conservation and
Energy Efficiency Programme, aimed at promoting the
efficient use of fuel and energy resources and improving
the environmental sustainability of the fleet.
Energy audits are conducted regularly on the Group’s
ships. These make it possible to obtain reliable
information on the consumption of fuel and oil and
the energy efficiency of a ship’s engines and boilers,
identifying opportunities for energy conservation, and
increasing the energy and environmental performance of
a ship’s power plants.

DURING 2017, PAO SOVCOMFLOT CONTINUED TO IMPLEMENT A NUMBER OF ORGANISATIONAL
AND TECHNICAL MEASURES TO PROMOTE THE EFFICIENT USE OF FUEL AND ENERGY
RESOURCES AND TO IMPROVE THE ENVIRONMENTAL SUSTAINABILITY OF THE FLEET:
• applying slow steaming on ships,
to reduce fuel consumption and
emissions. The results show that
operating vessels at low speeds (7-9
knots) with the main engine loads
less than 40% of MCR increases their
energy efficiency and environmental
compatibility
• determining and applying the optimal
pitch angle for each vessel during its
ballast voyage, to minimise the fuel
consumption of the main engine.
The optimal trim was determined for
each series of vessels by conducting
thermal tests at various pitch angles.
This measure has been used on the
Group’s ships since 2009
• establishing an energy conservation
culture on ships
• monitoring and optimising energy
consumption for heating and

ventilation in the ship’s living
quarters
• optimising the power output in
navigation and harbour modes
• checking fuel and oil consumption
meters on ships
• monitoring the state of the hull
and ensuring its timely cleaning.
The main engine propeller
characteristics are also monitored.
The speed of the ship relative to
land and water, weather conditions,
and propeller slip are controlled
daily. In some cases, underwater
images are taken to evaluate hull
fouling
• determining the readiness of the
ship’s power plant depending on
the harbour accommodation and
requiring a minimum number of

mechanisms working (instant
readiness and readiness at a given
time)
• ensuring that the main engine
cylinder lubrication level is not
higher than the recommended level
• using innovative low-friction
coatings for paining the hull
to increase the inter-docking
period, reduce the hull fouling and
eliminate the need for underwater
hull cleaning between dockings
• placing light sources (local
lighting, spot lighting) in an
optimal way. Increasing the
light output of existing sources
(replacing lamp shades, cleaning
them) using more efficient
reflectors. Using lighting control
devices (motion sensors, light
sensors, timers)
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CHARITY AND SPONSORSHIP

Charity and sponsorship
Sovcomflot Group adheres to the
principles of socially responsible
business practices. The Group’s
charity and sponsorship activities
are focused on supporting
children’s and youth educational
institutions and caring for industry
veterans, raising the prestige of the

HEALTH CARE

maritime profession and preserving

St. Olga’s Children’s Hospital (St. Petersburg)

Russia’s cultural and historic
heritage

Sovcomflot Group has been supporting St. Olga’s Children’s
Hospital in St. Petersburg since 2007. Each year, the intensive
care and anaesthesiology ward of the hospital is given the
opportunity to purchase equipment, which helps save the
lives of new born babies treated at the hospital, substantially
reducing the mortality rate, through charitable aid.
In 2017 the ward received two non-invasive respirators for
babies with extremely low birth weight. Treatment at the
hospital is provided for children from all regions of the Russian
Federation.

CHARITY AND SPONSORSHIP

Russian maritime universities
Sovcomflot Group pays special attention to supporting
professional maritime education and actively collaborates
with the Admiral Makarov State University of Maritime and
Inland Shipping (St. Petersburg), Admiral Ushakov Maritime
State University (Novorossiysk) and Admiral Nevelskoy
Maritime State University (Vladivostok). The Group is
interested in continuously expanding cooperation with
universities. Active work is being carried out under signed
agreements, especially to develop targeted training projects.

EDUCATION
Safonovo Orphanage Boarding School (Smolensk Region)
In 2017, 75 orphans and children deprived of parental care
resided at the Safonovo state-financed orphanage boarding
school. Sovcomflot Group helps the staff of the orphanage to
prepare children for independent futures making the lives of
the orphans and children deprived of parental care as similar
as possible to the conditions found in a family.
The Group continued to provide support in financing repairs
on the premises of the orphanage and adjacent areas, fitting
the classrooms and living quarters with necessary equipment,
purchasing basic essentials, and organising vacation trips
during breaks and festive events for the children. Several
orphanage residents took part in the Second All-Russian
Gathering of Young Sailors at the Artek children’s camp
in May 2017, which was organised by the Youth Maritime
League, a public organisation aiming to assist in the
development of the younger generation. Cooperation between
the Safonovo Orphanage Boarding School and the St. Tikhon
Orthodox Humanitarian University has been set up with the
active participation of Sovcomflot.

St. Tikhon Orthodox Humanitarian University (Moscow)
The funding of historical and sociological research of
the university was continued in 2017 with the support of
Sovcomflot. University students received practical missionary
training in Russia’s northern regions, prepared for the
publication of a number of research articles on the history of
the fleet, community activities and charity. Financial aid was
was provided to the university’s low-income students, from
families with many children and orphan students, during the
academic year.
In furtherance of the cooperation agreement concluded
between the University and the Safonovo Orphanage Boarding
School, with the support of Sovcomflot, master classes,
training, sightseeing and pilgrimage trips were organised for
orphanage residents. The cooperation is aimed at providing
a systemic integration of orphaned children into the student
youth environment, and adapting their behaviours through
collaborative activities, creative pursuits, and the acquisition
of new knowledge and skills.

Particularly noteworthy in the context of charity is
cooperation with the Admiral Nevelskoy State Maritime
University, which is the main specialised educational
institution that produces skilled seafarers in the Far East of
Russia. Sovcomflot Group is providing support for professors
and teachers, primarily post-graduate students and young
university teachers, and organises internships for teachers
on the company’s specialised, high-tech vessels such as LNG
carriers, Arctic shuttle tankers and icebreaking platform
supply vessels. The Group is participating in a phased
modernisation of the university’s simulation training centre
and fitting it with state-of-the-art equipment. During 2017,
social support continued to be provided for veteran teachers,
post-graduate students, cadets and students of the university,
through the Target Capital Fund established at the university.
This fund is also used to renew equipment and to renovate
classrooms and laboratories.
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Youth Maritime League
In 2017 Sovcomflot continued its cooperation with the
Youth Maritime League, a public organisation assisting
in the development of the younger generation. More than
1,500 children from 36 constituent entities of the Russian
Federation, representing 48 clubs of young seafarers and
other youth maritime associations, took part in the Second
All-Russian Gathering of Young Sailors in Artek, as well as
the Gathering of Young Sailors from the Urals, Siberia and
the Far East in the All-Russian Children’s Centre “Ocean”,
with the support of Sovcomflot. Young sailors learned fleet
skills, studied the history of Russian fleet and visited places of
military glory.

CULTURE
Russian American Project (Fort Ross, USA)
The goal of the project is to preserve for history and future
generations the memorial settlement at Fort Ross, which
represents a unique item of Russian culture heritage and
history in the US. Sponsorship for this project is provided on
an annual basis jointly with PAO AK Transneft and Chevron
(USA).
Fort Ross is a former Russian settlement and fortress on the
coast of Northern California, founded in 1812 by the RussianAmerican Company for hunting and trading in furs. It is
currently a historic park in California.

The park grounds are actively used for annual events aimed at
maintaining a dialogue between Russia and the United States.

ENVIRONMENT
Support for ANO Eurasian Centre for the Preservation of Far
Eastern Leopards (Primorsky Region)
The Far Eastern Leopard (Amur Leopard) is today amongst
the rarest big cats in the world. Occupying the northernmost
part of the leopards’ habitat, it is the only leopard subspecies
that has learned to hunt and survive in the snow. In the early
2000s the Far Eastern Leopard was placed under protection
and the Land of Leopard National Park was established in an
area inhabited by leopards.

CHARITY AND SPONSORSHIP

In 2017, 40 feed sites were set up in the wild cats’ habitat from
the funds allocated by the Group to the Far Eastern Leopard
Fund, with more than 350 tonnes of fodder purchased for
these sites. The national park ranger service was provided
with satellite phones, outfits (more than 60 sets), and modern
fire-fighting equipment. In 2017, Sovcomflot became the
sponsor of a young male Far Eastern leopard called Machur
(Leo 76M).

Support for Centre for the Study and Preservation of the Amur
Tiger Population (Primorsky Region)
Since 2016 Sovcomflot has been supporting the project for
the study and preservation of the Amur tiger population. The
Amur tiger is the northernmost sub-species of tiger, listed in
the Red Book, the largest and at one time the most common
cat species in Asia. 95 % of its population is concentrated in
the Far East. The project’s goal is to increase the Amur tiger
population in Russia to 700 by 2022, with the simultaneous
expansion and consolidation of its habitat.
Activities implemented in 2017 included: developing a
research programme; monitoring the Amur tiger population;
increasing the efficiency of Amur tiger protection outside the
specially protected natural reserves, improving the regulatory
framework, awareness-raising and educational activities.

SPORTS
International Vladimir Salnikov Cup Swimming Tournament (St.
Petersburg)
Sovcomflot Group has been a sponsor of the tournament
since 2009. The Vladimir Salnikov Cup is an international
swimming tournament featuring the strongest swimmers
from Russia and the world. In 2017 the tournament attracted
340 participants from various countries, who competed for 32
sets of awards.
The 2017 Vladimir Salnikov Cup has been approved by the
International Swimming Federation (FINA) as a qualifying
event for the 2018 FINA Short Course World Swimming
Championship. These competitions are included in the
European Swimming League (LEN) calendar as a top-level
international tournament.

Support for the All-Russian Yachting Association (Moscow)
As part of support for children’s and youth sailing sport,
Sovcomflot has sponsored the All-Russian Yachting
Association since 2010. During this period new schools and
sections have been organised in Russian regions. Major
children’s tournaments have been held regularly, such as the
Russian Open Sailing Championship in the Optimist class. In
addition, comprehensive and systematic training is provided
for Russian Paralympic athletes.

SUPPORT FOR VETERANS
Victory Day-London project
The Victory Day-London event is traditionally dedicated to
the Arctic Convoys which served during the Second World
War, delivering military cargo by sea from Great Britain and
the US to the northernmost ports of the USSR — Arkhangelsk
and Murmansk. With the support of Sovcomflot Group,
Russian convoy veterans have an opportunity to meet each
year with their British counterparts.
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Photo: The first ever Arctic LNG carrier, Christophe de Margerie,
making her way along the Northern Sea Route
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Annexes
CONSOLIDATED INCOME STATEMENT
FOR THE PERIOD ENDED 31 DECEMBER 2017

Freight and hire revenue

2017
USD ’000

2016
USD ’000

1,435,365

1,388,127

Voyage expenses and commissions

(377,374)

(245,941)

Time charter equivalent revenues

1,057,991

1,142,186

Vessels' running costs

378,776

318,293

Charter hire payments

40,424

25,791

(419,200)

(344,084)

638,791

798,102

Direct operating expenses

Net earnings from vessels' trading
Other operating revenues

22,307

18,036

Other operating expenses

(14,041)

(9,443)

Depreciation, amortisation and impairment

(389,142)

(355,790)

General and administrative expenses

(116,703)

(115,645)

20,177

(483)

Gain / (loss) on sale of assets
Loss on sale of equity accounted investments
Allowance for credit losses
Share of profits in equity accounted investments

(5)

-

490

84

2,675

12,939

164,549

347,800

Financing costs

(193,859)

(162,664)

Interest income

9,787

18,303

Operating profit
Other (expenses) / income

Other non-operating income
Other non-operating expenses
Gain on ineffective hedging instruments
Foreign exchange gains
Foreign exchange losses
Net other expenses

-

15,000

(78,718)

(4,930)

401

1,032

10,586

29,078

(10,343)

(10,142)

(262,146)

(114,323)

(Loss) / profit before income taxes

(97,597)

233,477

Income tax expense

(15,372)

(26,684)

(112,969)

206,793

(109,670)

202,490

(Loss) / profit for the period
(Loss) / profit attributable to:
Owners of the parent
Non-controlling interests

(3,299)

4,303

(112,969)

206,793

(USD 0.056)

USD 0.103

Earnings per share
Basic (loss) / earnings per share for the period attributable to equity holders of the parent
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 31 DECEMBER 2017

(Loss) / profit for the period

2017
USD ’000

2016
USD ’000

(112,969)

206,793

Other comprehensive income:
Share of associates’ other comprehensive income
Share of joint ventures' other comprehensive income
Exchange gain / (loss) on translation from functional currency to presentation currency

6

23

8,472

8,275

2,112

(1,915)

Change in fair value of derivative financial instruments credited to other comprehensive income

17,797

16,431

Other comprehensive income for the period, net of tax to be reclassified to profit or loss in subsequent periods

28,387

22,814

Remeasurement losses on employee benefit obligations

(461)

(48)

Other comprehensive income, net of tax not to be reclassified to profit or loss in subsequent periods

(461)

(48)

27,926

22,766

(85,043)

229,559

(81,745)

225,272

Total other comprehensive income for the period, net of tax
Total comprehensive income for the period
Total comprehensive income attributable to:
Owners of the parent
Non-controlling interests

(3,298)

4,287

(85,043)

229,559
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2017
2017
USD ’000

2016
USD ’000

2015
USD ’000

6,291,344

5,895,365

5,388,542

81,837

225,814

368,453

8,659

3,961

4,668

49,323

58,746

60,284

7,924

864

7,468

132

131

104

123,117

114,761

98,306

ASSETS
NON - CURRENT ASSETS
Fleet
Vessels under construction
Intangible assets
Other property, plant and equipment
Investment property
Investments in associates
Investments in joint ventures
Available-for-sale investments
Loans to joint ventures
Finance lease receivables

523

760

1,012

55,511

45,574

52,468

-

-

66,956

35,909

7,146

8,050

Trade and other receivables

7,739

2,783

2,812

Deferred tax assets

8,162

4,663

7,387

-

-

13,190

Derivative financial instruments

Restricted cash
Bank deposits

12,000

10,000

10,000

6,682,180

6,370,568

6,089,700

61,883

53,368

37,568

-

4,750

8,320

808

373

-

146,922

173,022

174,605

CURRENT ASSETS
Inventories
Loans to joint ventures
Derivative financial instruments
Trade and other receivables
Finance lease receivables
Current tax receivable
Restricted cash
Cash and bank deposits
Non-current assets held for sale
Total assets

-

-

4,875

6,487

4,089

888

75,543

72,079

-

347,352

470,638

357,427

638,995

778,319

583,683

25,719

8,360

28,130

664,714

786,679

611,813

7,346,894

7,157,247

6,701,513

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Share capital

405,012

405,012

405,012

Reserves

2,860,208

3,048,858

2,916,047

Equity attributable to owners of the parent

3,265,220

3,453,870

3,321,059

143,802

150,446

159,922

3,409,022

3,604,316

3,480,981

Non-controlling interests
Total equity
NON - CURRENT LIABILITIES
Trade and other payables
Secured bank loans
Finance lease liabilities

28,413

37,504

16,045

2,262,821

1,903,365

1,596,434

-

-

173,690

Derivative financial instruments

12,812

21,624

32,135

Retirement benefit obligations

4,045

3,419

3,067

902,412

737,076

875,492

Other loans
Deferred tax liabilities

2,258

858

776

3,212,761

2,703,846

2,697,639

285,574

214,784

181,676

3,537

139,896

16,984

338,226

290,460

289,142
10,120

CURRENT LIABILITIES
Trade and other payables
Other loans
Secured bank loans
Finance lease liabilities
Current tax payable
Derivative financial instruments
Payable under high court judgement award

-

173,690

4,890

14,809

2,042

17,370

15,446

22,929

75,514

-

-

725,111

849,085

522,893

Total liabilities

3,937,872

3,552,931

3,220,532

Total equity and liabilities

7,346,894

7,157,247

6,701,513
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 31 DECEMBER 2017

Share
capital
USD ’000

Share
premium
USD ’000

Reconstruction
reserve
USD ’000

405,012

818,845

(834,490)

-

-

-

Share of associates’ other comprehensive income

-

-

-

Share of joint ventures' other comprehensive income

-

-

-

Exchange loss on currency translation from functional currency to presentation
currency

-

-

-

Change in fair value of derivative financial instruments credited to other
comprehensive income (Note 23)

-

-

-

-

-

-

Total comprehensive income

-

-

-

Dividends (Note 33)

-

-

-

Effect of acquisition of non-controlling interests in PAO Novoship (Note 41)

-

-

-

405,012

818,845

(834,490)

-

-

-

Share of associates’ other comprehensive income

-

-

-

Share of joint ventures' other comprehensive income

-

-

-

Exchange gain on currency translation from functional currency to presentation
currency

-

-

-

Change in fair value of derivative financial instruments credited to other
comprehensive income (Note 23)

-

-

-

-

-

-

Total comprehensive income

-

-

-

Dividends (Note 33)

-

-

-

405,012

818,845

(834,490)

AT 1 JANUARY 2016

Profit for the period

Other comprehensive income

Remeasurement losses on retirement benefit obligations

AT 31 DECEMBER 2016

Loss for the period

Other comprehensive income

Remeasurement losses on retirement benefit obligations

AT 31 DECEMBER 2017

Hedging reserve: The hedging reserve contains the effective portion of the cash flow hedge relationships incurred as at the reporting date of the Group including
its joint arrangements and associates.

59

ANNEXES

Hedging
reserve
USD ’000

Currency
reserve
USD ’000

Retained
earnings
USD ’000

Attributable to owners
of the parent
USD ’000

Non-controlling
interests
USD ’000

Total
USD ’000

(68,270)

(44,542)

3,044,504

3,321,059

159,922

3,480,981

-

-

202,490

202,490

4,303

206,793

-

23

-

23

-

23

8,271

4

-

8,275

-

8,275

-

(1,904)

-

(1,904)

(11)

(1,915)

16,431

-

-

16,431

-

16,431

-

-

(43)

(43)

(5)

(48)

24,702

(1,877)

202,447

225,272

4,287

229,559

-

-

(92,948)

(92,948)

(13,217)

(106,165)

-

(16)

503

487

(546)

(59)

(43,568)

(46,435)

3,154,506

3,453,870

150,446

3,604,316

-

-

(109,670)

(109,670)

(3,299)

(112,969)

-

6

-

6

-

6

8,472

-

-

8,472

-

8,472

-

2,062

-

2,062

50

2,112

17,797

-

-

17,797

-

17,797

-

-

(412)

(412)

(49)

(461)

26,269

2,068

(110,082)

(81,745)

(3,298)

(85,043)

-

-

(106,905)

(106,905)

(3,346)

(110,251)

(17,299)

(44,367)

2,937,519

3,265,220

143,802

3,409,022

Currency reserve: The currency reserve is used to record exchange differences arising from the translation of the financial statements of subsidiaries, joint
arrangements and associates.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 31 DECEMBER 2017
2017
USD ’000

2016
USD ’000

1,460,260

1,414,275

OPERATING ACTIVITIES
Cash received from freight and hire of vessels
Other cash receipts

28,672

24,780

Cash payments for voyage and running costs

(794,276)

(585,758)

Other cash payments

(127,306)

(101,315)

567,350

751,982

Cash generated from operations
Interest received

8,203

5,943

Income tax paid

(29,709)

(14,007)

Net cash inflow from operating activities

545,844

743,918

INVESTING ACTIVITIES
Expenditure on fleet

(56,226)

(36,596)

-

(347,906)

(556,663)

(329,904)

Interest capitalised

(4,045)

(19,139)

Expenditure on intangibles, other property, plant and equipment and investment property

(5,058)

(5,248)

1,924

14,531

(6,018)

-

Fleet acquisitions in the period
Expenditure on vessels under construction

Loan repayments from joint ventures
Loans issued to joint ventures
Proceeds from sale of equity accounted investments
Proceeds from sale of vessels
Proceeds from sale of other property, plant and equipment
Proceeds from settlement of finance lease receivable

19

-

-

28,172

26,619

324

-

67,628

Capital element received on finance leases

220

4,838

Interest received on finance leases

446

12,053

Dividends received from equity accounted for investments

2,801

3,578

Bank term deposits

14,479

(15,000)

Restricted cash placed in court

(2,864)

(72,079)

Restricted cash placed in deposit

(3,000)

-

-

17,190

(587,366)

(677,558)

Restricted cash released
Net cash outflow used in investing activities
FINANCING ACTIVITIES
Proceeds from borrowings

851,642

1,533,452

Repayment of borrowings

(448,213)

(1,218,248)

(10,914)

(44,106)

(176,817)

(10,345)

Financing costs
Repayment of finance lease liabilities
Restricted deposits
Funds in retention bank accounts
Interest paid on borrowings
Interest paid on finance leases
Dividends paid
Acquisition of non-controlling interests
Net cash (outflow used in) / inflow from financing activities
( DECREASE ) / INCREASE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents at 1 January
Net foreign exchange difference
Cash and Cash Equivalents at 31 December

-

846

(1,651)

1,055

(173,161)

(125,152)

(4,917)

(11,895)

(110,977)

(98,184)

-

(59)

(75,008)

27,364

(116,530)

93,724

432,792

332,680

5,072

6,388

321,334

432,792
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