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Letter from the Chairman of
the Board of Directors
ownership structure, Aeroflot, as the leading Russian
airline, will keep its status as the backbone of the Russian
air transport sector and as the national flag carrier.
Aeroflot is carrying out the largest consolidation project in
the Russian civil aviation sector. The level of efficiency and
integration of Aeroflot Group rose substantially during 2012,
and the Group is moving resolutely towards its target
status as one of the biggest carriers in Europe and the
world, confirming and strengthening Russia’s standing
among the leading air transport nations.
Several important milestones along that road have already
been attained: Aeroflot is now one of the Top 5 airlines in
Europe by a number of main indicators measuring operations and product quality, and the Company’s financial
ratings are among the best in the airline sector worldwide
(a large number of other airlines are still in crisis, and
several of them are on the verge of bankruptcy).

Kirill Androsov

Chairman of the Board of Directors
JSC Aeroflot

Dear Shareholders,
Last year Aeroflot confirmed its reputation as a company,
which is not only efficient and profitable but also of
strategic importance for Russia.
The figures in this Annual Report present a detailed picture
of our Company’s successes, in terms of both operations
and financial results – successes of which we are justifiably
proud. Our business represents millions of passengers
transported, billions of roubles of profit obtained and tens
of billions of passenger-kilometers flown. But Aeroflot also
carries out functions, which are of criticial importance for
Russia’s social and economic development and for the
protection of its national interests.
Aeroflot approached its 90th anniversary with a range of
impressive new achievements, and the improvement of
main results last year strengthened our position as a key
national asset. This position is not merely a function of our
ownership by the Russian government, which remains the
largest shareholder of Aeroflot. Regardless of our
4

Aeroflot strengthened its competitive positions in service
quality last year, and this was particularly visible in European operations. The Company became more up-to-date,
expanding its use of new technologies in all areas of the
business.
Business success is not the only yardstick for measuring
the importance of a corporation in its home country.
Aeroflot is also a company with strong traditions of social
responsibility. During 2012 we took an active part in
Russian government programmes of subsidized passenger
transport, and pursued projects to help children, people
with disabilities and war veterans. Aeroflot was also
thanked by the Association of Managers for its part in
dealing with the natural disaster in Krasnodar Territory. We
view these actions as a valuable asset, which encourages
Russian society to view Aeroflot as “its own” company – to
be relied on in any situation. By helping people we also
help ourselves, expanding our potential customer base.
During the reporting year Aeroflot concentrated the resources, which it will need in order to achieve the ambitious
targets, which the Russian Government and society have set
for the country’s transport sector in the future.
Russian civil aviation is increasing its passenger numbers
at rates, which are two times higher than the international
average: preliminary estimates suggest that passenger
growth in Russia will remain at 15% this year. There are
Aeroflot Group | Annual Report 2012

also signs of a qualitative breakthrough in Russia’s airline
sector, supported by design of a Government programme
for development of the transport system in 2013-2020 and
strong support for the national aerospace industry. A
“roadmap” has been prepared for development of the
domestic route network and work on draft laws for reform
of civil aviation regulation has been in hand since last year.
Aeroflot is taking an active part in these initiatives, since
the success of our corporate strategy depends on the
existence of a strong legislative base.

Major challenges and major opportunities lie ahead. I am
certain that we will rise to them by working together,
taking bold but well-judged decisions, taking full account of
national interests, and working closely with Government. I
count on your active support in carrying out projects, which
will earn Aeroflot a place among the leaders of the world
air transport industry.

For a company to be successful, its management must
think and proceed proactively and boldly, anticipating
events. The challenge is not only to take due account of the
current environment, but to create that environment and,
thereby, to create the future. There principles were taken
by Aeroflot managers as a guide for action in 2012.

Kirill Androsov

Chairman of the Board of Directors
JSC Aeroflot

Strategic decisions were made for the creation of a united
Far East carrier within Aeroflot Group and also for creation
of the Group’s own low-cost airline. In practical terms
these decisions will not only enable Aeroflot to take best
advantage of promising niches in Russian airline business,
but also improve transport access for regions with strong
economic potential, make air travel more affordable and
boost population mobility. These are important conditions
for raising labour productivity in Russia and thereby
ensuring successful development of the economy. At the
same time, Aeroflot will continue forceful development of
its passenger transport business in the premium segment,
competing on equal terms with the international
heavyweights.
By building a strong aviation group, Aeroflot is defining its
future as a part of global sustainable development. This is a
considered strategy, which strengthens the Company’s
market positions and boosts its capitalization, while also
making Russia a key global air transportation market.
We have always been the largest airline in Russia, but we
also need to obtain and justify a reputation as the indisputably best Russian carrier by all main parameters. This is a
necessary condition for further achievements on global
markets.
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Executive Officer
Aeroflot is also in the European Top 5 by passenger
turnover capacity, which rose by about 20% to 64.9 billion
available seat-kilometers in 2012. We also entered the Top
10 European carriers by the crucial criterion of passenger
load factor, achieving a figure of 77.9% in 2012.
Aeroflot combined above-average growth of carriage with
financial stability and strong margins in its core business
during 2012. Revenue totalled USD 8.138 billion, which is
51% more than in 2011, and EBITDA rose by 4% to USD
671 million. A decline of net income by 66% to USD 166
million was due to non-recurring items in 2011 (receipts
from the sale of shares in subsidiaries and affiliate companies during 2011) and spending on consolidation of newly
acquired airline assets.

Vitaly Saveliev

Chief Executive Officer
JSC Aeroflot

Dear Shareholders,
Business results in 2012 give extra cause for celebration as
Aeroflot marks its 90 th birthday in 2013. Last year our
Company secured its positions as Russia’s flag carrier in
the air transport industry and qualified as one of the
principal airlines worldwide.
Aeroflot achieved consistent monthly passenger traffic
numbers above one million in the reporting year for the first
time in its history. About 17.7 million people used our
services in 2012, which is 24.6% more than in 2011, and
represents the highest annual figure in the entire postSoviet period. Aeroflot Group (including subsidiary airlines)
carried 27.5 million passengers in 2012.
Passenger turnover rose by 20.0% to 50.5 billion passenger-kilometers. A rating by the specialized international
publication, Airline Business, placed Aeroflot among the
Top 5 European airlines in 2012 by passenger turnover and
rate of turnover growth.

6

Aeroflot’s asset consolidation project is the largest ever
undertaken in the Russian airline industry, and it is now
entering a new stage. In 2012 we unveiled plans to set up a
low-cost airline within Aeroflot Group as well as a new Far
East operator based on SAT Airlines and Vladivostok Air.
Aeroflot is building an airline holding with key indicators,
which will compare with those of the largest global players
on today’s air transportation market. Group companies are
pursuing a well-targeted and flexible policy to enter specific
market segments and take leading positions in those
segments. Aeroflot itself will continue to expand its
business and reinforce its positions as a premium-class
airline with global reach.
Aeroflot celebrates its 90 th anniversary with a brand that is
stronger than ever, enhanced by its status as one of the
longest-established and best-known airlines in the world.
Brand Finance, the world leader in corporate brand
appraisal, estimated value of the Aeroflot brand in 2012 at
USD 1.3 billion, putting the company in 18 th place among
the world’s Top 20 most valuable airline brands.
Our route network developed further and became more
efficient in 2012. New domestic routes were opened from
Moscow to Tomsk, Nizhnekamsk and Orenburg. Aeroflot
also launched international routes from Sheremetyevo to
Stuttgart, Krakow, Bologna, Odessa, Kharkov, Dnepropetrovsk, Donetsk, Vilnius and Tallinn, and began regular flights
to Guangzhou, Miami and Tenerife. Regular flights linking
Ekaterinburg with Larnaca were also introduced.

Aeroflot Group | Annual Report 2012

Aeroflot is the most technically advanced airline in Russia
and has one of the youngest aircraft fleets in Europe. At
the end of 2012 the Company fleet numbered 128 modern
aircraft. Previous shortages of aircraft to fulfil specific
transport roles have been overcome. The Company is the
first airline in Russia to include the short-haul Sukhoi
SuperJet-100 (the most significant recent development by
Russia’s civil aerospace industry) in its fleet, and also
helped with final testing of the aircraft.
Our services to passengers, both in-flight and on the
ground, improved in 2012. Availability of alternative
check-in was expanded: by the end of 2012 passengers
could check in for Aeroflot flights from 79 airports in the
world via Internet, and check-in via mobile phone was
possible at 35 airports worldwide. Aeroflot has gained a
strong presence in social networks, thus ensuring rich
customer feedback. Our company has been acclaimed the
best Russian corporate account on Twitter and we have
embarked on a programme to install Wi-Fi Internet connection on our long-haul aircraft (the number of aircraft with
Wi-Fi capability should reach 19 in 2013).

with pride, but also to consider the long-term development
prospects for Aeroflot. This Annual Report and the Annual
General Meeting of Shareholders in 2013 will contribute to
this process. Aeroflot’s history and its status today
represent the best-possible proof that a strong country
needs a strong civil aviation fleet. To build a fleet worthy of
a great country in the 21st century is our strategic goal, and
it is my belief that such a goal is fully compatible with the
interests of Russia and of all the Company’s shareholders.
The excellent work that has been done and continues to be
done by the Aeroflot team is the best guarantee that this
challenge will be met.
Chief Executive Officer
JSC Aeroflot
Vitaly Saveliev

Aeroflot confirms its reputation as a European leader by
passenger service quality year after year, as shown by data
from the International Air Transport Association (IATA), and
the SkyTeam Alliance (of which our Company is a member).
The highly popular international airline portal, Skyscanner,
consistently rates Aeroflot among the Top 5 European
airlines by quality of its in-flight catering, and judges the
uniforms worn by our cabin crew as the most stylish in
Europe. We received a total of 14 industry awards and
prestigious international awards during 2012, when we
were voted “Best Russian Airline” in the Readers’ Choice
competition by Conde’ Nast Traveller.
We make safety our absolute priority and levels of flight
safety reached their highest levels for 20 years. Our safety
indicators match the best international standards and are
governed by strict criteria, including those prescribed in
IATA certificates (IOSA for operational safety and ISAGO
for safety of ground operations). Aeroflot gives much
attention to difficult issues of aviation security, including
the urgent problem of coping with restless passengers.
Our strategy is designed to take maximum account of the
needs and best interests of Russia and of its air transport
system. Our 90 th anniversary has prompted us to look back
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1.1. Aeroflot today
Aeroflot is the unquestioned leader on the Russian air
transportation market and one of Europe’s most successful
airlines. The Company carried more than 17 million
passengers in 2012, and the number of passengers
transported by Aeroflot Group (including subsidiaries) was
27.5 million. Aeroflot Group accounted for 37% of passenger traffic and 23% of cargo carrying on the Russian
market in 2012.
Aeroflot is a modern, dynamic company, which uses
state-of-the art technologies and innovative solutions
throughout its operations, from organization of transport
operations to provision of services to passengers, both on
the ground and in the air. The company has a rich history
and is one of the world’s oldest airlines: in 2013 Aeroflot
will celebrate 90 years since its establishment.
Aeroflot Group includes the following airlines: JSC Aeroflot,
JSC Donavia, OJSC Rossiya Airlines, JSC Orenair, JSC SAT
Airlines, and JSC Vladivostok Air.
As of December 31, 2012 Aeroflot operated 128 planes and
its fleet ranked among the youngest and most up-to-date in
Europe. All of the companies in Aeroflot Group operated a
total of 233 aircraft at the end of 2012.

Aeroflot won over 20 industry awards and ratings in 2012.
The Company also figured in the Top 10 most successful
airline groups in Europe and the Top 20 world airline
brands. Value of the Aeroflot brand is estimated at USD
1.308 billion, reflecting the high quality of service, which
the Company provides, and appreciation on the part of
passengers.
The Russian government owns 51.17% of shares in JSC
Aeroflot, and the Company was included in the list of
strategic enterprises and strategic joint-stock companies by
Decree № 1009 of the President of the Russian Federation,
dated August 4, 2004.
Shares of Aeroflot are traded on the Moscow Exchange,
where as of December 31, 2012 they are included in the A1
(highest) listing under the AFLT ticker and trade in the main
section as well as in the Classica and Standard sections of
the market. Aeroflot shares are traded outside Russia via
global depositary receipts (GDRs) at the over-the-counter
section of the Frankfurt Stock Exchange.

In 2012, the Aeroflot route network included 145 destinations in 55 countries around the world. Aeroflot is a
member of the SkyTeam Alliance, which brings together
airlines serving more than 1000 destinations in 187
countries.
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1.2. Key indicators in 2012

26% →

37% top 5

The share of Aeroflot Group in total
passenger turnover of Russian airlines grew from 26% to 37%

8.138

billion
USD

Revenue was USD 8.138 billion,
which is 51% more than in 2011

Fitch Ratings confirmed Aeroflot’s
credit rating at ВВ+ for the third
time, with Stable outlook

Interactive Annual
Report 2012 available on
www.aeroflot.ru

Aeroflot joined the Top 5 European
airlines by revenue passenger kilometers (RPK) and rate of growth of
RPK, and by available seat
kilometers*

18

new
planes

The Company added 18 new planes
to its fleet, including eight Airbus
A330s,
six SSJ-100s,
three Airbus A321s and
one Airbus A320.

2012

Company of the Year

Aeroflot was a prizewinner at the
Company of the Year 2012 National
Business Award in the “Aviation
Transport” category

20.44%

↑

Brand value rose by 20.44% to USD
1.308 billion**

16

new regular
destinations

16 new regular destinations and
7 charter destinations were added
to the Company’s route map

↑19%
The number of members of the Aeroflot Bonus programme increased by
19% to over 3,340,000

* according to the reputed international publication Airline Business.
** as estimated by Brand Finance international agency.

Main operating indicators
Passengers
carried,
thousands

16,391.3

2011

Revenue passenger
kilometers,
million RPK

27,471.7

46,077.4

2012

+67.6%

74,617.2

2011

Passenger load
factor, %

76.8

Revenue tonne
kilometers,
million TKM

78.1

7,925.7
5,072.1

2012

+61.9%

2011

2012

+1.3 p.p.*

2011

+56.3%

Main financial indicators, USD millions
Revenue
Traffic revenue
Operating costs
Profit before income tax
Net profit
EBITDA**
EBITDA margin, %
EBITDAR***
EBITDAR margin, %

Value indicators
Market capitalization at the end of the year, USD billion

Value indicators

Earnings per share, US cents
Price/earnings ratio

* p.p. – percentage point.
** EBITDA = Operating income + Amortization + Custom duties expenses.
*** EBITDAR = EBITDA + Operating lease expenses.

2012

Cargo and mail
carried, tonnes

Revenue load
factor, %

223,771.7
168,450.6

2011

2012

+32.8%

62.3

65.2

2011

2012

+2.9 p.p.

2012

2011

Change

8,138

5,378

+51%

7,780

4,466

+59%

4,990

+56%

166
671

491

-66%

646

+4%

1,238

12
1,024

-4 p.p.

19

-4 p.p.

2012

2011

Change

1.65

1.74

-5.2 %

51.9

-59.0%

7,118

358

8

15

21.3
7.0

585

3.0

-39%

+21%

+133.3%
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1.3. Main events
Increase of carrying volumes and
market share
• Integration of new airline assets in November 2011
brought passenger turnover of Aeroflot Group to a level
of 74.6 billion PKM in 2012, which is 61.9% more than in
2011. A total of 27.5 million passengers were carried in
the reporting period, which is 67.6% more than in 2011.
Growth of passenger turnover and passenger traffic in
2012 throughout the Russian Civil Aviation was 17.4%
and 15.5%, respectively. The share of Aeroflot Group on

the Russian market reached 37% for passenger traffic
and 38% for passenger turnover in 2012.
• Aeroflot carried out three-day trades to sell blocks of
cargo capacity for the Winter 2012–2013 season to
destinations in the Urals, Siberia and the Far East.
Additional earnings versus the offered price were more
than RUB 92 million.
• In 2012 Aeroflot carried its millionth passenger on the
route between Moscow and St. Petersburg.

Development of the route network
• Aeroflot opened regular and charter services to 23 new
destinations in 2012.
Expansion on the Russian market

• JSC Aeroflot and JSC Orenair started route network
optimization, carrying out large-scale integration of their
route network with that of JSC Vladivostok Air.
• New regular flights were opened to Nizhnekamsk,
Orenburg and Tomsk. A memorandum was signed for
basing of Sukhoi SuperJet 100 liners at Bolshoye Savino
Airport in Perm.
• Aeroflot launched operations in 2012 at a Hub Control
Center, which is the most advanced of its kind in Russia
and Eastern Europe.
Expansion on the international market:

• Rules for access to a number of international destinations were liberalized in 2012:
Italy
– On May 2, 2012 the Russian Federal Air Transport
Agency (Rosaviatsia) announced a liberalization of flight
connections with Italy. Following a decision to appoint
second carriers, the parties increased the frequency of
flights and the number of destinations. Aeroflot, as the
operating carrier on the Moscow – Rome and Moscow
– Milan routes, received 14 additional flights, increasing
weekly flight numbers to 21.
– The parties agreed to expand the list of destinations
available for regular flights by designated Russian
carriers: Genoa, Verona, Rimini, Bologna, Naples, and

14

Palermo were added to the previous destinations
(Rome, Milan and Venice).
– The Aeroflot subsidiary, Rossiya Airlines, was appointed as one of the two designated carriers for flights
from St. Petersburg to Italy.
– Rossiya Airlines obtained a permit for flights to
Naples, Palermo and Rimini (two flights a week for
each pair of cities). Frequency of flights to Rome and
Milan was increased to seven per week.
France
– On April 4, 2012 Russia and France agreed to liberalize air
passenger services between the two countries. Each
country may designate a second carrier for regular flights
on the routes Moscow – Paris (Orly) – Moscow and
Moscow – Nice – Moscow with frequency of up to 7 flights
per week for each of the two routes.
– Following the latest decisions, Aeroflot has permission to
make up to 34 flights on the Moscow – Paris route and up
to 17 flights on the Moscow – Nice route, and has the right
to a total of up to 48 weekly flights to France.
– Flights from St. Petersburg to Paris are made by Rossiya
Airlines. The total agreed flight frequency between Russia
and France is 65 + 14 flights (the 14 refer to second carriers
for Paris and Nice), 48 of which are for Aeroflot and 7 for
Rossiya Airlines.
• Aeroflot launched regular flights from Moscow to
Bologna, Vilnius, Guangzhou, Dnepropetrovsk, Donetsk,
Krakow, Odessa, Kharkiv, Stuttgart, Miami, Tallinn and
Tenerife, and to Larnaca from Ekaterinburg.

Aeroflot Group | Annual Report 2012
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• The route network for the 2012/2013 winter season
included flights to 50 countries, of which six were CIS
countries (Azerbaijan, Armenia, Belarus, Kyrgyzstan,
Uzbekistan, Ukraine). Aeroflot flies to 116 destinations in

total, of which 76 are international, including 47 destinations in Europe, 14 in Asia, 7 in the Americas, 5 in the
Middle East, and 3 in Africa.

Modernization and expansion of
the aircraft fleet
• 18 new aircraft were brought into operation in 2012,
including eight Airbus А330s, six SSJ-100s, three Airbus
А321s, and one Airbus А320.
• Aeroflot and LLC Avia Capital Services, a subsidiary of
State Corporation Rostec, signed a memorandum of

understanding in December 2011 regarding lease of 50
Boeing 737s as part of scheduled aircraft fleet
expansion.

Raising service quality
• Geography of the “Business Pass” ticket-price package
for frequent-fliers was expanded in 2012, and a new
“Russian Pass” package was launched, which enables
foreign customers to purchase tickets for Russian
domestic flights to 30 Russian cities at reduced prices.
• A cooperation agreement was signed in 2012 with the
mobile phone retailer Euroset and the largest Russian
bank, Sberbank of Russia, to enhance technologies for
purchase of air tickets without commission payment.

• An Aeroflot call center started operation in the Far East
to provide assistance and feedback capability to
passengers.
• The Aeroflot Bonus loyalty programme for frequent-fliers
was improved, and the number of participants increased
to more than 3,340,000.
• Aeroflot continued to improve its in-flight services,
updating the in-flight menu on a regular basis, enhancing
comfort and expanding the entertainment programme.

Expanding use of the latest IT capacities and
innovative technology
• Aeroflot launched a mobile version of its website,
featuring quick booking and air ticket purchase and a
large number of other functions for passenger
convenience.
• Aeroflot is among the most innovative European operators
of Airbus А320 aircraft: the Company was the first to start
installation and operation of Electronic Flight Bag (EFB)
equipment designed by Goodrich/Carlisle in 2012.
• As part of its agreement with Sirena-Travel, Aeroflot
started using the MySirena charter flight booking

module and began to work with the WebMoney Transfer
international settlement system.
• Aeroflot and SAP AG announced commencement of the
second phase of a joint project to implement innovative
SAP technologies at Company subsidiaries, branches
and divisions.
• Aeroflot and Kazan National Research and Technology
University reached an agreement on development of a
new generation of de-icing fluids.
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Improvements to Group management
• Shares in Orenair, SAT Airlines and Rossiya Airlines
were transferred from LLC Aeroflot-Finance to direct
ownership by JSC Aeroflot.
• Work was carried out in 2012 to integrate JSC Aeroflot
with airline subsidiaries in Aeroflot Group.
• Aeroflot continued joint efforts with its subsidiary
airlines Donavia and Vladivostok Air to integrate their
route networks.
• Members of the Donavia and Vladivostok Air bonus
programmes were brought into the Aeroflot Bonus

programme with due account for their status at the time
of transfer.
• The Company reached agreement on sale of non-core
assets: LLC Airport Moscow (sold in 2012) and CJSC
Aerofirst.
• Work continued to improve corporate governance
mechanisms at Group level in accordance with international best practice.

Training and improvement of
staff qualifications, HR policy
• Aeroflot signed a contract with the Canadian company
CAE Inc. for delivery in 2013 of a new Full Flight
Simulator (FFS) for the Airbus А330, and received an
FFS for the SSJ-100 from Thales.

• The Executive Board of JSC Aeroflot resolved to increase
the annual payroll for flight personnel by USD 18 million.
• The Aeroflot Aviation School significantly expanded its
range of training programmes and has become the
largest aviation training center in Russia and the CIS.

Safety
• Aeroflot successfully passed scheduled audits, which
confirmed compliance with aviation industry safety
standards, including a check by the Transport Safety
Administration of the Federal Air Transport Agency
(Rosaviatsia), a quality management system audit for
compliance with ISО 9001:2008, a compliance audit by

the US Transportation Security Administration (TSA), as
well as assessments under the Safety Assessment of
Foreign Aircraft (SAFA) programme at airports in
countries, which are members of the European Civil
Aviation Conference (ECAC).

Social Responsibility
• Aeroflot continued intensive charity work both in Russia
and abroad in 2012. The Company repatriated Russians
who were involved in the Сosta Сoncordia shipwreck on
the Italian coast, and carried assistance to those
affected by flooding in the Kuban region of Southern
Russia.

16

• Aeroflot provides support to some of the world’s largest
sports events. In 2012 the Company arranged free
carriage for soccer fans to European Championship
matches involving Russian teams, and also carried the
Russian Olympic Delegation to the 30th Olympic Games
in London.
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1.4. AIRCRAFT FLEET OF AEROFLOT GROUP
SHORT-HAUL/REGIONAL

DHC 8-200

DHC 8-300

SSJ-100

Main events since the reporting date (2013)
• The Aeroflot Board of Directors resolved that the Annual
General Meeting of Shareholders should be held on June
24, 2013.
• The Company’s twitter was the winner of the “Twitter
Profile” category of the Digital Communications Awards,
2013.
• Aeroflot announced the results of its International Open
Innovations Competition for development of an in-flight
entertainmеnt concept. The concept devised by Aero
Store (Minsk, St. Petersburg, Ekaterinburg, Chelyabinsk)
took first place.
• Aeroflot won the prize “Fastest Growing Airline in
Eastern Europe”, awarded by Athens International
Airport for 2012.
• Aeroflot began use of Russia’s first Airbus А330 Full
Flight Simulator, manufactured by the Canadian company
CAE Inc.
• A 52.156% share interest in the Aeroflot Group subsidiary Vladivostok Air, which formerly belonged to LLC
Aeroflot-Finance, was transferred to the ownership of
JSC SAT Airlines, a 100% subsidiary of Aeroflot. The
share transfer was pursuant to a decision by the Aeroflot
Board of Directors to create a unified Far Eastern Airline.
• Aeroflot’s shareholding in JSC Aerofirst (66.66% of the
total number of shares outstanding) was sold in accordance with the programme of non-core asset disposal,
approved by the Aeroflot Board of Directors. The
decision to sell the shares was taken by the Board of
Directors of JSC Aeroflot on December 20, 2012.
• On March 21, 2013 Fitch Ratings revised its long-term
issuer default rating (IDR) assigned to JSC Aeroflot in
foreign and local currency from BB+ to BB-. The longterm rating outlook is Stable.

• JSC Aeroflot issued series BO-03 exchange bonds in the
amount of RUB 5 billion with a maturity of 3 years from
the bond placement start date. The coupon rate is
8.30% per annum.
• Aeroflot was a prizewinner at the Wings of Russia Award in
three prestigious categories: “Airline of the Year – Domestic Passenger Carrier, Group I”, “Airline of the Year – International Passenger Carrier on Regular Routes”, and
“Russian Airline of the Year – Passengers’ Choice”.
• Aeroflot subsidiaries also took prizes at the Wings of
Russia Awards: Orenair was acclaimed “Airline of the
Year – Passenger Charter Carrier” and SAT Airlines
was “Airline of the Year – Domestic Passenger Carrier,
Group IV”.

Length – 22.2 m
Wingspan – 25.9 m
Seating capacity – 37
Maximum take-off weight – 19,500 kg
Engines – PW123
Flight range – 1,713 km
Number – 2*

Length – 29.94 m
Wingspan – 27.8 m
Seating capacity – 87
Maximum take-off weight – 45,880 kg
Engines – Power Jet SaM146
Flight range – 2,400 km
Number – 10*

Length – 25.7 m
Wingspan – 27.4 m
Seating capacity – 50
Maximum take-off weight – 19,505 kg
Engines – PW123
Flight range – 1,550 km
Number – 4*

MEDIUM-HAUL

AIRBUS A320

AIRBUS A319
Length – 37.57 m
Wingspan – 34.1 m
Seating capacity – 158
Maximum take-off weight – 77,000 kg
Engines – CFM 56-5B
Flight range – 7,000 km
Number – 58*

Length – 33.84 m
Wingspan – 34.1 m
Seating capacity – 116–138
Maximum take-off weight – 70,000 kg
Engines – CFM 56-5B
Flight range – 5,500 km
Number – 31*

BOEING 737-200
BOEING 737-500

Length – 30.5 m
Wingspan – 28.3 m
Seating capacity – 109
Maximum take-off weight – 58,100 kg
Engines – PW JT8D
Flight range – 4,200 km
Number – 2*

Length – 31.01 m
Wingspan – 28.88 m
Seating capacity – 110–131
Maximum take-off weight – 62,800 kg
Engines – CFM 56-3С1
Flight range – 5,200 km
Number – 8*

LONG-HAUL

BOEING 777-200ER

AIRBUS A330-200

Length – 58.8 m
Wingspan – 60.3 m
Seating capacity – 241
Maximum take-off weight – 230,000 kg
Engines – RR Trent 772B
Flight range – 11,200 km
Number – 5*

Length – 63.73 m
Wingspan – 60.93 m
Seating capacity – 364
Maximum take-off weight – 297,556 kg
Engines – PW 4090
Flight range – 14,305 km
Number – 3*

ТU-204-300

Length – 40.19 m
Wingspan – 41.8 m
Seating capacity – 142
Maximum take-off weight – 107,500 kg
Engines – PS-90А
Flight range – 8,200 km
Number – 6*
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АN-24

Length – 23.5 m
Wingspan – 29.2 m
Seating capacity – 40
Maximum take-off weight – 21,800 kg
Engines – АI-24
Flight range – 990 km
Number – 4*

АN-148

Length – 20.36 m
Wingspan – 25 m
Seating capacity – 11
Maximum take-off weight – 17,200 kg
Engines – АI-25
Flight range – 1,350 km
Number – 2*

BOEING 737-400

Length – 39.5 m
Wingspan – 35.8 m
Seating capacity – 168–189
Maximum take-off weight – 79,015 kg
Engines – CFM 56-7B
Flight range – 5,765 km
Number – 19*
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Length – 44.51 m
Wingspan – 34.1 m
Seating capacity – 170
Maximum take-off weight – 89,000 kg
Engines – CFM 56-5B
Flight range – 5,000 km
Number – 21*

1.5. Acclaim for the Company
from passengers and professionals
• An annual rating in 2012 by the influential international
publication Airline Business placed Aeroflot Group
among leading European airline groups by financial
performance in 2011.

• The Deputy CEO of Aeroflot for Finance and Investment,
Shamil Kurmashov, was acclaimed “Best New Generation Financial Director” at the Adam Smith Institute
Awards.

• The Federal Air Transport Agency (Rosaviatsia), found
Aeroflot to be the most punctual Russian air carrier: 97%
of Company flights were on schedule in 2012.

• Aeroflot won a prize for the quality of its business
accounting at the “Best Enterprise of the Year 2012”
international awards, and the Company’s chief accountant, Andrey Trusov, was acclaimed “Accountant of the
Year”.

• The Company won first prize once again in the category
“Best Airline for Business Travelers” at the Russian
Business Travel & MICE Awards.

ТU-154

Length – 48.0 m
Wingspan – 37.5 m
Seating capacity – 175
Maximum take-off weight – 100,000 kg
Engines – D-30КU
Flight range – 3,500 km
Number – 5*

• Aeroflot was acclaimed the best Russian tourist airline in
the Readers Choice survey by Conde’ Nast Traveller. The
Conde’ Nast awards have been in existence for more
than ten years and are the globally recognized “travel
Oscars”. Nominees and winners are chosen directly by
magazine readers and not by “professional travelers“ or
editorial staff.
• Aeroflot took first prize for the ninth time at the Travel.Ru
Star awards in the category “Best Company for Traveling
to the CIS (including Russian domestic travel)”.
• Aeroflot won the Award for Warranty Management
2012, established by Airbus.

AIRBUS A330-300

• Aeroflot came top of the “Air Transport” category at the
Company of the Year 2012 National Business Awards.

IL -96-300

• The “Manager of the Year” nomination of the annual
international Person of the Year prize was won by the
CEO of Aeroflot, Vitaly Saveliev.

Length – 63.66 m
Wingspan – 60.3 m
Seating capacity – 296 / 301 / 302
Maximum take-off weight – 230,000 kg
Engines – RR Trent 772B
Flight range – 9,500 km
Number – 18*

• Company top managers took leading positions in the
transport industry at the 13th annual rating “1000 most
professional managers of Russia” (adjudicated by the
Russian Association of Managers and Kommersant
publishing house).
• The Aeroflot legal department took first place in the
“Transportation and Logistics” category of the competition established by Legal Insight magazine and the
company Odgers Berndtson to find the best legal
departments at Russian companies in 2012.
• The Annual Report of JSC Aeroflot for 2011 won the
category “Best Annual Report in English” and took
second place for “Best Disclosure of Information in an
Annual Report by Companies with Capitalization
between RUB 10 and 100 billion” at the 15th Annual
Report Competition held by the Moscow Stock Exchange.
• The corporate newspaper My Aeroflot won the “Print
Media, Internal Corporate Newspaper” category at the
prestigious annual national competition “Best Corporate
Media 2012”.

Length – 55,35 m
Wingspan – 57,66 m
Seating capacity – 282
Maximum take-off weight – 250 000 kg
Engines – PS-90А
Flight range – 10 000 km
Number – 6*

BOEING 767-300ER

Cargo MD-11F – 3 aircraft.

3

The Air Transport Market.
Industry Position of
the Company and Group

• Aeroflot was acclaimed the most valuable aviation brand
in Russia at the Absolute Brand 2012 competition.
Aeroflot brand value was USD 1.308 billion.

Length – 36.45 m
Wingspan – 28.88 m
Seating capacity – 168
Maximum take-off weight – 68,100 kg
Engines – CFM 56-3С1
Flight range – 5,000 km
Number – 5*

AIRBUS A321

*as at 31 December 2012.

2

About the Company

YAK-40

Length – 29.13 m
Wingspan – 28.91 m
Seating capacity – 75
Maximum take-off weight – 41,950 kg
Engines – D-436-148
Flight range – 3,500 km
Number – 6*

BOEING 737-800

1

Length – 54.9 m
Wingspan – 47.6 m
Seating capacity – 218-304
Maximum take-off weight – 186,800 kg
Engines – CF6-80C2
Flight range – 10,700 km
Number – 10*
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• JSC Aeroflot won the “Best In-flight Magazine” category at the competition for on-board publications “Take
Me with You 2012”. The competition winners were
announced at the second conference, “Non-ticket
Earnings: Guidelines for Increasing Earnings”, held at the
Japan House business center in Moscow.
• The Aeroflot Aviation School entered IATA’s Top 10 best
performing authorized training centers.
• Aeroflot was rated among Russia’s Top 10 most
attractive employers in a poll by the Russian Public
Opinion Research Center (VTsIOM).
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2.1. The International Market
The industry made further progress in 2012 from a
model based on “national flag carriers” towards construction of a global air transport system. Aeroflot Group
followed a similar development vector, from national
carrier towards status as one of the key players on the
international market. The strategic objectives of the
airline (building a global route network, realizing the
potential of Sheremetyevo as a principle hub airport and
expanding cooperation with its partners in the SkyTeam
Alliance) reflected main tendencies throughout the airline
market last year.

total) were generated by carriers based in North America
and the Asia-Pacific region. The fast-growing Middle
Eastern and Latin American markets generated net income
of USD 0.9 and USD 0.3 billion, respectively, while Europe
showed a figure of USD 0.3 billion. Average net margin in
the industry was at a modest level of 1.2%.

The global industry had a difficult year in 2012, but
problems did not attain crisis proportions. According to
data published by IATA in March 2013, airline industry
turnover in 2012 was USD 638 billion. Growth of 6.8%
compared with 2011 was much lower than the year-onyear progress in 2011 compared with 2010. Growth in
2012 was driven mainly by passenger carrying, which
accounted for 79.8% of total revenues. Cargo business,
which gave 10.3% of global airline revenues, showed a
revenue decline in absolute terms last year, losing 4.3%
to stand at USD 66 billion.

A total of

Industry revenue from passenger transport
grew by

8.5%

in 2012, which is much lower than
the average figure in the last
decade.

Cost levels of airlines rose by 7.4% in the accounting year
to a level of USD 623 billion. Fuel was the largest cost
item: its share of total costs in 2012 matched the 2008
record level of 33%, reflecting high oil prices (the average
price per barrel of Brent crude oil in 2012 was USD 111.8).
Other costs rose by only 2.7%, reflecting strenuous efforts
by airlines to streamline their business. Average load factor
reached a record level of 79.1%.
IATA data published in March 2013 show total net income
for the global airline industry at a level of USD 7.6 billion in
2012. The bulk of profits (USD 6.2 billion or 82% of the
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IATA forecasts in March 2013 predicted growth of net
income by 39.5% in 2013 to USD 10.6 billion. The optimism is associated with steady demand for passenger
transport and new growth of cargo business.

2.97

billion passengers were carried
on regular routes in 2012, which is
5% more than in 2011. IATA predicts
growth of global air passenger
numbers by 5.2% in 2013 and expects
a level of 3.6 billion passengers to
be achieved in 2016, exceeding the
level in 2012 by 21%.

More airlines went out of business in 2012 than ever
before. The list included the national carriers in Hungary and Uruguay – Malev and Pluna – as well as
Kingfisher Airlines (India), Spanair (Spain), Wind Jet
(Italy) and a number of regional companies in Scandinavia and Germany: City Aviation, OLT Express, Cirrus
Airlines, Climber Sterling and Skyways. Regional air
transport also experienced some turbulence in 2012 as
a result of business optimization by main players on the
American market.
This declining trend in airline numbers was countered by
the creation of new joint-venture airlines to operate on
specific routes. Emirates and Qantas launched a joint
project in 2012 to provide a service between Dubai and
Australia, and the Quantas subsidiary, JetStar, teamed with
the Chinese operator, China Eastern, to set up the Hong
Kong low-coster, JetStar Hong Kong. There were also new
joint projects between JAL and British Airways, and
between Singapore Airlines and SAS.
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Some airlines attempted to win market share by the
deployment of several brands. SIA Group (Singapore)
launched the low-cost, long-haul carrier, Scoot, and Thai
Airways adopted multi-branding as its core strategy. The
biggest European players also strengthened their
positions on short-haul, non-transit routes by means of
low-cost subsidiaries. Lufthansa did more business
through Germanwings and IAG made use of Iberia
Express. Air France-KLM followed suit, announcing the
creation of a low-cost subsidiary, HOP, at the start of
2013. Aeroflot Group has plans to set up a low-cost
carrier and a separate tour airline as part of its multibrand strategy.
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2.2. The Russian Market
The Russian airline industry had a successful year in
2012, in contrast with peers in EU countries. Strength
of the business of Aeroflot Group and other airlines in
the Russian Top 5 (Transaero, UTair and S7) had
positive impact on overall development of the national
industry. The share of the Russian industry leaders in
total passenger carrying on domestic routes grew from
56.8% to 72.1% year-on year, testifying to the consolidation, which is occurring on the Russian market.
Russian airlines showed growth rates ahead of the
overall market (domestic carrying and international
routes to and from Russia). Size of the market including
passengers carried by foreign companies grew by
14.5% to 92 million, while growth excluding foreign
carriers was 15.5% to 74 million passengers (carrying
by non-Russian companies rose by only 10.6%). There
are several reasons for this development. On the one
hand, it is due to a cautious approach by foreign
companies in providing additional carrying capacities on
routes to and from Russia. But it also reflects competitiveness of several Russian airlines, which has enabled
them to win a greater share of passenger flows.

2012, reaching 52.2% of total market volume. Carrying
by Russian airlines on international routes increased by
7.3 million passengers y-o-y in 2012. The growth was
led by Aeroflot, but several other companies (Transaero, S7 Group, UTair Group, Ural Airlines and Kogalymavia, which operates under the TUI brand) also made
strong progress.
Growth of the total share of passengers carried on
international routes was accompanied by a slowdown in
rates of growth of passenger numbers on domestic
routes in 2012. Growth of passenger numbers on
domestic routes in 2012 was 8.1% to a level of 35.4
million passengers.
There is large potential for growth of domestic carrying,
but it continues to be held back by excessive concentration of traffic at Moscow airports, which account for 75%
of domestic passenger numbers. This state of affairs is
expected to change in the medium term: international
experience suggests that growth of business activity in
regional centers will be of crucial importance for expansion of the domestic air transport market.

The share of international routes in total passenger
carrying on the Russian market continued to grow in

Passenger Traffic of Russian Civil Aviation
(million passengers)

Passenger Turnover of Russian Civil Aviation
(billion PKM)
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Aeroflot Group continued to expand its market presence, using a brand strategy to strengthen its position
in various segments.

from 26% in 2011 to 37% in 2012 (by 11 percentage
points) and its share of passenger turnover rose from
28% to 38% (by 10 percentage points).

Following the consolidation in November 2011 of the
airline assets of State Corporation Rostec, the share of
Aeroflot Group in total Russian passenger traffic rose

Structure ofроссийского
the Russian рынка
Air Transportation
Market
Структура
авиаперевозок
by
Passenger
Traffic
по суммарному пассажирообороту
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Share of Aeroflot Group on the Russian Air
Transportation Market by Passenger Traffic

Share of Aeroflot Group on the Russian Air
Transportation Market by Passenger Turnover
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Rates of growth of passenger traffic and passenger
turnover shown by Aeroflot are substantially higher than for
the Russian industry as a whole. Passenger turnover of
Aeroflot Group in 2012 was 74.6 billion passenger-kilometers (PKM), representing an increase of 61.9% y-o-y, and

the number of passengers carried rose by 67.6% to 27.5
million. Respective advances by the overall Russian air
transportation industry were 17% and 15%.

Structure of the Russian Air Transportation Market
by Passenger
Traffic on International
Routes
Структура
российского
рынка авиаперевозок
по суммарному пассажиропотоку на МВЛ, %

Structure of the Russian Air Transportation Market
byСтруктура
Passenger
Traffic on Domestic
Routes
российского
рынка авиаперевозок
по суммарному пассажиропотоку на ВВЛ, %
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Passenger turnover of Aeroflot Group in 2012 was 74.6 billion passenger-kilometers (PKM), representing an increase
of 61.9% y-o-y

Number of passengers carried rose by 67.6% to
27.5 million

Structure of the Russian Air Transportation Market
by Passenger Turnover on International Routes

Structure of the Russian Air Transportation Market
by Passenger Turnover on Domestic Routes
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2.3. The Air Cargo Market
Volume of the air cargo market in 2012 was 46.5 million tonnes,
which is 1.5% less than in 2011. The decline reflected economic problems in Europe.

The Russian Air Cargo Market

926.4

Slower growth of Russian air cargo business, particularly
on international routes (-1%), reflects negative trends in the
world economy in 2012, including the reduction of goods
flows on the Asia – Europe market. The situation was
better on the domestic market, which showed a volume
increase by 6% in 2012. Russian airlines carried 673,100
tonnes of cargo on international routes in 2012 and 314,600
tonnes on domestic routes. The share of domestic business in overall carrying was 31%.
Aeroflot Group accounted for 16% of the total Russian
air cargo market by volume in 2012, taking second place
after AirBridgeCargo, which accounted for 37%. The
total market share of the five largest Russian cargo
carriers was 70%.

Cargo carrying by Russian airlines in 2012 totaled
987,900 tonnes, which is

0.7%

629.0 640.4
266.5 255.7

732.2
270.6

779.2
259.4

978.8 987.9

712.1 263.4 296.8 314.7
225.5

362.5 384.7 461.6 519.9 486.6

663

682

2005

2010

2011 2012

2006 2007

2008

International routes

2009

673.2

Domestic routes

Cargo turnover in 2012 rose by 2.5% to

2.5%

5076.2 million tonne-kilometers (TKM).

Structure of the Russian Air Cargo Market

more than in 2011

18
One of the most important events for the Russian air cargo
industry in 2012 was the implementation of a pilot project
for introduction of the e-Freight standard. Aeroflot Group
carried out test flights as part of the project, which is
scheduled for completion in 2013–2014. The e-Freight
standard will enable electronic document processing for air
cargo operations, which will reduce the time needed for
customs formalities and assist the development of the
Russian cargo segment.

42

2
3

Volga-Dnepr Group
Aeroflot Group
Transaero

5

S7 Group

UTair Group

7

Polet

Others

23

31

View from the top

03
Development
Strategy
3.1.	Strategic goals and directions
for development
3.2.	The multi-brand platform
of Aeroflot Group

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

3.1. Strategic Goals
and Directions for Development
Strategic Goal:
To be among the leading international carriers on the global
air transport market, including a dominant position in
carrying between Europe and Asia, and to achieve profitable growth through consistent improvement of operating
efficiency by use of the latest technologies and
innovations.

Our Mission: Aeroflot is Russia’s calling card;
we use innovative technologies to provide our
passengers with a top-class service, matching
international standards and making the time spent
from departure to arrival into an unforgettable
experience.

Aeroflot’s development strategy, approved by the Board of
Directors in 2011, targets inclusion of the Company in the
Top 20 largest global airlines by passenger turnover and
revenue before 2025, by when Aeroflot should be carrying
at least 74.2 million passengers per year. A key element of
the strategy is to provide a premium service to passengers,
in line with the best international standards.

Directions for strategic development:
• Increase of carrying volumes and market share
• Development of the route network
• Constant improvement of the product quality and standards of passenger
service
• Expansion and modernization of the aircraft fleet
• Greater use of the latest information technologies and pursuit of innovative
development
• Improving management of Aeroflot Group
• Training and raising of the level of qualification of Company personnel
Strategy-2025
I. To be one of the TOP 5 European airlines by revenue and passenger turnover
II. To be one of the TOP 20 global airlines by revenue and passenger turnover
III. To carry more than 70 million passengers per year, including 30 million on domestic flights
IV. To develop a main hub in Moscow where connecting passengers represent at least 60% of total passengers
V. To achieve broad market penetration and development through implementation of a multi-brand strategy
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Transformation of Aeroflot Group into a global airline
involves: building a multi-brand platform, which successfully addresses a broad segment of demand for air

Creating
a multi-brand platform
• Create a hub model for
carrying in the premium
segment (JSC Aeroflot)
• Integrate subsidiaries
into Group structure
(route and fleet
restructuring)
• Expand and strengthen
positions in the tourist
charter segment
• Use M&A opportunities
to attain strategic goals

Creating
a global network
• Develop the main hub at
Sheremetyevo
• Increase flight frequency
on main domestic and
international routes
• Strengthen positions on
international transit
flights particularly
between Europe and
Asia
• Expand presence on key
Russian regional markets
and on the international
carrying market

transport services; creation of Aeroflot’s own global
route network; development of strategic partnerships
with other airlines; and successful M&A operations.

Developing
strategic partnerships
In air transport
business
• Further development
within the Sky Team
Alliance
• Creation of strategic joint
ventures with other
airlines
In non-core
business
• Partnerships/Joint
ventures
– MRO
– catering
– air crew training, etc.

Innovative development
and use of new
technologies
• Development of internal
IT infrastructure
• Use of new technologies
and innovation, including
R&D projects
• Improving the product
range, launch of new
products and services
• Further improvement of
operating efficiency and
labour productivity
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Strategic priorities
Since 2012 Aeroflot has been operating in a new capacity –
that of an airline group. At the end of 2011, pursuing its
group development strategy, OJSC Aeroflot carried out the
largest-ever M&A transaction in Russian civil aviation and
began the integration of newly acquired airline companies
as new members of Aeroflot Group.
Positioning on the market

Customer demand will be met more fully by the division of
airlines within the Group across market segments, based
on the following definition of main “platforms”:
• JSC Aeroflot serves the premium passenger segment,
offering high-quality service, a high-frequency route
network, access to the route network of partners in the
SkyTeam Alliance, and convenient connections for
international transit passengers.
• Russian regional subsidiary airlines mainly provide services
to passengers in the regions where they are based, with
adjustable flight frequency and prospects for serving transit
flows to match growth in demand.
• The low-cost carrier model is focused on short- and
medium-haul routes with large passenger flows, serving
passengers who are relatively price-sensitive.
• A tourist airline provides carriage for holidaymakers
traveling to the largest international resorts mainly in
association with tourist agencies.
Route network

The Group has set the strategic goal of building a global
route network. The priorities in development of the route
network are as follows:
• Increasing the number and frequency of flights, and
available connections between flights at Sheremetyevo
Airport.
• Major expansion of the geography of long-haul flights
provided by the head Company, including long-haul
routes to Asia and America.
• Improving the quality of the route network by strengthening the role of the SkyTeam Alliance and building
strategic joint ventures.
• Development in the tourist segment, creation of a
vertically integrated tourist airline.
• Development of feeder hubs (based on regional airlines).
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Marketing and sales

Aeroflot Group will undertake a number of marketing and
sales initiatives to help meet the challenges of substantial
increase of passenger traffic, increase in the share of
transit carrying and segmentation of service types within
the Group. These initiatives include:
• Increasing the share of direct sales.
• Strengthening positions in international points of sale.
• Raising the level of qualification of personnel.
• Changing the brand development strategy in order to
attract more international passengers.
• Significant investments in advertising and marketing
abroad.
• Closer cooperation with members of the SkyTeam
Alliance in order to optimize sales.
Innovative development

Innovative development is a key condition for the success
of the Group’s efforts to become one of the leading global
airlines. The Company’s initiatives in this field include:
• Further development of service quality.
• Reducing the costs of service provision.
• Raising operating efficiency.
• Reduction of fuel and energy spending.
• Making operations more environmentally friendly.
• Raising labour productivity.
Non-organic growth

Non-organic growth is designed to help increase passenger
numbers while minimizing business risks. The Group has
differing policies for different geographical areas, as
follows:
• In Russia: completing integration of the airline assets,
which were acquired from State Corporation Rostec,
and developing sales cooperation with other carriers on
the domestic market.
• In the CIS: developing sales cooperation with airlines,
whose business objectives do not conflict with those of
Aeroflot.
• On foreign markets: expanding Company presence on
the international market, development of sales cooperation with European airlines.
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Strategy in action
Progress during Aeroflot’s first year as an airline group included
the launch of centralized planning and coordination throughout
Group operations, as well as the optimization of route networks
and integration of sales systems. Work began to build a unified
marketing strategy, financial policy and set of tax accounting
rules. Measures were successfully implemented in 2012 to
improve the efficiency of subsidiaries and integrate them with
Aeroflot Group in order to maximize synergies. The integration
of Donavia airline was completed, including the transfer of all its
sales functions to Aeroflot Group, introduction of the «region»
service standard for Donavia operations, and application of
a unified system of financial policy, tax accounting and sales

Strategic objectives
Increase of carrying volumes and
market share
Development of the route network

Expand and modernize the aircraft fleet

Plans for 2013 and beyond
•

Increase passenger turnover by 23% in 2013. Aeroflot Group to carry more than 33 million
passengers in 2013.

•

Increase of the number and frequency of flights, and of flight connectivity at Sheremetyevo
Airport.
Expand the long-haul network in Asia and America.
Develop cooperation with partners in the SkyTeam Alliance and with other market participants.

•
•
•
•
•

Raising product quality and the quality
of passenger service

Greater use of modern information
technologies and more focus on
innovative development

•
•

•
•
•

•

Improvement of group management

•
•

Training and raising the qualifications of
personnel

accounting, as well as comprehensive restructuring of the
Donavia fleet. Actions at Vladivostok Air included the optimization
of the route network and transfer of sales functions to Aeroflot
Group. At Rossiya Airlines the network timetable was optimized
and coordinated within Aeroflot Group, route numbers were
reduced from 120 to about 80 (with seasonal variations), and
improvements were achieved in operation of the aircraft fleet.
Orenburg Airlines implemented the Group’s unified fiscal policy
and tax accounting rules, and improved its operating indicators.
And SAT Airlines completed the transfer of sales functions to
Aeroflot Group and introduced a unified financial policy and tax
accounting rules.

•
•
•

Contracts have been made for aircraft deliveries in 2013, of which: 17 new aircraft for Aeroflot
(13 Airbus А320s and 4 Boeing 777-300ERs); and 9 aircraft for subsidiaries (8 Airbus А320s and
1 Boeing 737).
A contract is planned for delivery of new Boeing 737-800s.
Further implementation of programmes to raise service quality and to expand the range of
services available in flight and on the ground.
Introduction of innovative technologies and new self-service options for passengers at all
stages of planning and provision of air transportation services.
Development of the new “Comfort” service class on Boeing 777 aircraft, which are to be
delivered in 2013. Features of the new class include more leg-room, an improved in-flight menu
and extra baggage space.
Implementation of an Innovative Development Programme, including the design and application
of new technologies, innovative products and services conforming to international standards.
Carrying out the second stage of implementation of the SAP enterprise management system.
Expanding application of the latest technologies in all spheres of business, including flight
safety and improvement of service standards.

Creation of an airline holding, offering air transport services in all customer segments, from premium to
low-cost.
Asset integration based on specialization by separate Group companies in main customer segments:
premium, regional and tourist carrying.
Implementation of the programme approved by the Board of Directors for disposal of non-core assets.

Increasing provision of air crew training at the Aeroflot Aviation School in order to reduce the
shortage of pilots.
Programmes to raise personnel qualifications and labour productivity.
Provision of training services for pilots of other airlines after 2013.

37

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

3.2. The Multi-brand Platform of
Aeroflot Group
The multi-brand platform of Aeroflot Group ensures
presence in all market segments, from premium to
low-cost, helping to adapt our products to the needs of our
customers and maximize margins in each segment.
Future Development Model of Aeroflot Group
Geography

Segments

Premium

Business travel

• Regional jets and turboprops
• Direct flights
• Regional airlines/low-cost carriers

Regional short-haul (1.0–1.5
hours)

• High-frequency services by feeder airlines
• New generation of medium-haul aircraft
• Regional airlines/low-cost carriers

Short-haul (1.5–2.0 hours)

Regional aircraft (SSJ, Аn-148)

Medium-haul to EU, CIS and
distant destinations in Russia
(2.0–4.5 hours)

• Sustained demand
• Direct flights
• Business jets

• New generation of medium-haul aircraft
• Use of hubs
• Very high frequency of services

Narrow-fuselage aircraft, classes C/Y

• Use of hubs
• Very high frequency of services
• Interline and code-sharing agreements

Long-haul (6–12 hours)
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Business class only

Wide-fuselage aircraft, classes C/М/Y

Partnership with an existing
operator

Aeroflot platform (SU)
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Regional carrying, travel for personal reasons

Tourism

• Flight frequency depends on demand
• Direct flights
• Regional airlines/low-cost carriers

Regional aircraft (SSJ, Аn-148)

Regional aircraft (SSJ, Аn-148)

•
•
•
•

•
•
•
•

Previous generation of medium-haul aircraft
Use of hubs
Low-cost carrying
Flight frequency depends on demand

Direct flights
Flight frequency depends on demand
Highly seasonal
Regular flights to tourist destinations

Narrow-fuselage aircraft, classes C/Y

Narrow-fuselage aircraft, classes C/Y

• Use of existing hubs
• Flight frequency depends on demand
• Interline and code-sharing agreements

• Budget charter flights
• Highly seasonal
• Direct flights

Wide-fuselage aircraft, classes C/М/Y

Wide-fuselage aircraft, classes C/М/Y

Regional airlines platform

Tourist airline platform
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4.1. Group Structure
JSC Aeroflot is working to improve the structure of the
Group, giving priority attention to the integration of new
airline assets and disposal of non-core assets.

JSC AEROFLOT
Service companies

Airlines
100%

51%
JSC DONAVIA

49%

CJSC JET ALLIANCE

45%

VOSTOK

Assets of State Corporation Rostec

99.9%

were integrated into the Group in

CJSC AEROMAR
In-flight catering

Strategic investment
49%

TRANSNAUTIC AERO
Cargo transportation
services sales

CJSC AEROMASH AB
Aviation security at
Sheremetyevo Airport

LLC AEROFLOT-FINANCE
Financial services

November 2011
75%-1 share

100%

100%

100%

OJSC ROSSIYA
AIRLINES

JSC ORENAIR

100%

JSC SAT AIRLINES

52.16%
JSC VLADIVOSTOK AIR

8.96%

AEROFLOT AVIATION
SCHOOL
Raising the qualifications
and professional skills
of personnel
OJSC SHEREMETYEVO
AIRPORT
Base airport

3.85% CJSC TRANSPORT CLEARING
HOUSE
Mutual settlements between
agencies and airlines
100%

100%

42

CJSC SHEROTEL
Hotel services

ALTREISER
Tourist agency

LLC AEROFLOT RIGA
Tourist agency
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4.2. Operating results
Aeroflot strengthened its focus on the high-income
segment in the reporting period through further differentiation and improvement of its product. The Company opened
more than 20 new routes in 2011-2012 to destinations with
high-levels of demand for premium-quality airline services
and increased flight frequency on main routes. Regularity
of flights was improved, more connections were made
available at Sheremetyevo Airport, commercial load factor
was increased, commission payments were optimized and
a set of measures to improve the profitability of flights was

successfully completed. Aeroflot overcame shortages of all
types of aircraft and pursued its programme of fleet
expansion. The company made improvements to its
Aeroflot Bonus loyalty programme for the benefit of
frequent flyers. The company achieved stable revenue
growth and kept its credit rating at a high level.
In 2010-2012 Aeroflot showed consistent and sustainable
growth of main operating indicators.

Passenger carrying
Aeroflot operated in an environment of intense competition on the market for air transport services (both
domestic and international) in 2012, but nevertheless
achieved substantial improvement of main operating
indicators. The Group carried a total of 27.5 million
passengers in 2012 (67.6% more than in 2011) and
223,800 tonnes of cargo and mail (32.8% more than

a year earlier). Passenger turnover was 74.6 billion PKM
(61.9% more than in 2011). Operating flight time in 2012
totaled 721,400 hours, which is 56.4% more than in 2011.

Passenger Traffic (million)

Passenger Turnover on International
Динамика
пассажирооборота
на международных
and Domestic
Routes (billion PKM)
and
и
внутр
маршрутах
(млрд
пкм)
и данмика занятости
Passenger Load Factor (%)
кресел (%)
77.1
27.5

11.6

11.1

14.1
6.2

16.4

70.9

70.2

78.1
74.6
24.3

11.5
39.2

7.0

76.8

31.1

29.9

10.6

10.8
19.1

14.0

46.1
15.5

5.0

4.9

6.6

6.2

7.9

9.4

16.0

20.5

2008

2009

2010

2011

2012

2008
2009
2010
2011
2012
International routes
Domestic routes

International routes

Domestic routes

25.2

30.6

50.3

Passenger Load Factor
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Operating Indicators of Aeroflot Group, 2011–2012
International

2012

2011

Change, %

Passengers carried, thousand

15,963.3

9,428.4

+69.3%

Revenue passenger kilometers, million PKM

50,279.9

30,576.6

+64.4%

Available seat kilometers, million ASK

63,851.3

40,064.7

+59.4%

78.7

76.3

+2.4 p.p.

153,117.1

121,463.7

+26.1%

920.3

719.7

+27.9%

Revenue tonne kilometers, million TKM

5,445.6

3,471.6

+56.9%

Available tonne kilometers, million TKM

8,351.7

5,664.3

+47.4%

65.2

61.1

+4.1 p.p.

Passengers carried, thousand

11,508.4

6,962.9

+65.3%

Revenue passenger kilometers, million PKM

24,337.3

15,500.8

+57.0%

Available seat kilometers, million ASK

31,746.8

19,939.0

+59.2%

76.7

77.7

-1.0 p.p

70,654.6

46,986.9

+50.4%

289.7

205.5

+41.0%

Revenue tonne kilometers, million TKM

2,480.1

1,600.5

+55.0%

Available tonne kilometers, million TKM

3,801.2

2,474.5

+53.6%

65.2

64.7

+0.5 p.p.

Passengers carried, thousand

27,471.7

16,391.3

+67.6%

Revenue passenger kilometers, million PKM

74,617.2

46,077.4

+61.9%

Available seat kilometers, million ASK

95,598.1

60,003.7

+59.3%

78.1

76.8

+1.3 p.p.

223,771.7

168,450.6

+32.8%

Cargo turnover, million TKM

1,210.0

925.1

+30.8%

Revenue tonne kilometers, million TKM

7,925.7

5,072.1

+56.3%

Available tonne kilometers, million TKM

12,152.9

8,138.8

+49.3%

65.2

62.3

+2.9 p.p.

Passenger load factor, %
Cargo and mail carried, tonnes
Cargo turnover, million TKM

Revenue load factor, %
Domestic

Passenger load factor, %
Cargo and mail carried, tonnes
Cargo turnover, million TKM

Revenue load factor, %
Total

Passenger load factor, %
Cargo and mail carried, tonnes

Revenue load factor, %
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International passenger carrying

Passenger numbers on international routes reached 16.0
million in 2012, representing 58.1% of total passengers
carried. International passenger turnover was 50.3 billion
PKM, or 67.4% of total passenger turnover. Passenger load
factor was 78.7%, which is 2.4 p.p. more than in 2011.

Domestic passenger carrying

Rapid growth of passenger numbers on domestic routes
was maintained in 2012 and the share of domestic
passengers in total carrying by Group airlines was 42%.
Passenger turnover increased by 57%. The Company
carried 11.5 million passengers, which is 65.3% more
than in 2011. Passenger load factor declined by 1.0 p.p.
to 76.7%

Passenger carrying by Aeroflot in 2011-2012 on regular flights by regions

Region

Passengers carried

Revenue passenger
kilometers

(thousands)

(million PKM)

2012

2011

567.6

Middle East and
Africa

Available seat kilometers
(million ASK)

Passenger load factor
%

2012

2011

2012

2011

2012

442.3

5,049.4

3,968.6

6,167.0

4,777.0

81.9

83.1

1,266.3

1,162.6

3,313.3

3,066.3

4,198.8

3,860.3

78.9

79.4

Asia (including Japan)

1,702.6

1,413.0

11,569.2

9,423.8

14,844.8

12,524.8

77.9

75.2

Europe

5,302.0

4,418.5

11,646.5

9,795.8

16,194.2

13,400.0

71.9

73.1

Russia

6,947.7

5,493.4

15,576.3

13,372.3

19,284.4

16,676.4

80.8

80.2

CIS

1,479.8

1,110.7

2,454.7

2,052.7

3,118.0

2,528.0

78.7

81.2

Total

17,266.0

14,040.5

49,609.4

41,679.5

63,807.2

53,766.5

77.7

77.5

America

2011
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Cargo carrying
The Group carried 223.8 thousand tonnes of cargo and mail
in 2012, which is 32.8% more than in 2011. Cargo turnover
rose by 30.8% in the reporting period to 1.210 billion TKM.
Tonne-kilometers increased by 56.3% in 2012 to 7.9 billion
TKM. The revenue load factor was 65.2%, which is 2.9 p.p.
more than in 2011. The Company has a number of unique
competitive advantages in its cargo business. They include
a unique route network, well-established brand, knowledge
of Russian market specifics, savings in flight time thanks to
the possibility of making flights via Russian air space and
breaking journeys at Russian airports, as well as commercial rights to make cargo flights on profitable routes, the

best system of cargo booking and management in Russia
and the CIS, high levels of aviation security and a quality
management system. Aeroflot continued to make efficient
use of these advantages and to develop them further in the
reporting period.

Cargo and Mail Carrying
(thousand tonnes)

Revenue Tonne Kilometers and Load Factor
Динамика тоннокилометража (млрд ткм)
и коммерческой загрузки (%)

Aeroflot’s principal objectives in its cargo business are to
attain positive financial results, to ensure that the business
remains competitive in the long term, and to make best
use of synergy effects from combination of passenger and
cargo routes.

63.3

65.2
62.3

223.8
159.2
41.3

148.9
41.5

170.6

168.5

49.1

47.0

70.7

57.9

3.6

3.6

1.1

1.2

4.5
1.5

117.9

107.4

121.5

121.5

153.1

2.5

2.4

3.0

2008

2009

2010

2011

2012

2008

2009

2010

International routes

Domestic routes

International cargo carrying

Aeroflot carried 153,100 tonnes of cargo and mail on
international routes in 2012, which is 26.1% more than in
the previous year. International cargo and mail accounted
for 68.4% of the total carried by Aeroflot in 2012 and for
76.1% of cargo turnover. The revenue load factor was
65.2%, representing an increase of 4.1 p.p. compared
with 2011.
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57.9

International routes
Load factor (%)

5.1

7.9
2.5

1.6

3.5

5.4

2011

2012

Domestic routes

Domestic cargo carrying

Domestic cargoes totaled 70,600 tonnes in 2012, which is
50.4% more than in 2011. Turnover rose by 41.0% to 289.7
million TKM. The load factor rose by 0.5 p.p. to 65.2%.
The Company’s MD-11 cargo planes carried 70,400 tonnes
of cargo in 2012, flying a total 534.9 million TKM. In
addition to flights on specialized cargo planes the Company
also uses spare capacity in the baggage compartments of
all its passenger aircraft for carrying of cargo and mail.
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The Group
carried

70.6

223.8

Domestic cargoes totaled

thousand tonnes of cargo and mail in 2012,
which is 32.8% more than in 2011.

thousand tonnes
in 2012, which is 50.4%
more than in 2011.

Cargo and Mail Carrying
(thousand tonnes)

Cargo and Mail Tonne Kilometers
(billion TKM)

Перевезено груза и почты,
тыс. тонн

Выполненный тоннокилометраж,
млрд ткм

Cargo and Mail Carrying on
Passenger Aircraft
(thousand tonnes)

7.9

223.8

151.7
168.5

5.1

110.6

151.7
110.6

6.3
+32.8%

57.9

72.1

2011

2012

138.8

4.7

+56.3%

1.6

0.4
2011

101.4

2012

Passenger aircraft

Passenger aircraft

12.9

9.2
2011

Cargo aircraft

Cargo aircraft

+37.2%

2012

Post
Mail

CARGO TURNOVER
INCREASED BY 30.8% IN 2012 TO

1,210.0
MILLION TKM.
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4.3. Operations by airline subsidiaries
and affiliates
Impressive consolidated operating results of Aeroflot Group
in 2008–2012 reflect both organic growth and non-organic
(M&A) expansion.

Indicator

Unit

Passenger traffic

Aeroflot Group
2008

2009

2010

2011

2012

2012/2011

million
passengers

11.6

11.1

14.1

16.4

27.5

67.6%

Available seat kilometers

billion ASK

43.9

42.6

50.8

60.0

95.6

59.3%

Revenue passenger kilometers

billion RPK

31.2

29.9

39.2

46.1

74.6

61.9%

Seat load factor

%

70.9

70.2

77.1

76.8

78.1

1.3 p.p.

of common marketing strategy, and implementation of
unified financial policy and tax accounting rules.

The process of integration of airline subsidiaries into the
structure of the Group was continued in 2012, including
unification of route networks, sales systems, construction
OJSC Rossiya Airlines
The company is developing as a regional carrier based at
Pulkovo Airport in St. Petersburg. Rossiya Airlines
continued to optimize and coordinate its route network
and timetable in 2012 within Aeroflot Group. The carrier
gave up a number of loss-making routes, reducing its
total number of routes from 120 to about 80. Merger of
offices in Russian cities and abroad with existing
Aeroflot offices continued in the reporting year and
represents one of the key mechanisms for cost savings
at the level of the Group. Rossiya Airlines improved the
results of its operations with Аn-148 aircraft, reduced

Passenger traffic, thousand
passengers

Занятость
пассажирских
кресел, %
Seat
load factor,
%
75.3

8,760.9

77.5

7,190.9

3,537.5

+19.0%
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All of the company’s main operating indicators were
improved in 2012: passenger traffic grew by 19% to
4,208,900, passenger turnover rose by 21.8% to
8,760.9 million PKM and passenger load factor increased
by 2.2 p.p. to 77.5%.

Passenger turnover, million PKM

4,208.9

2011

the number of different aircraft, which it operates (by
withdrawal of Boeing B737s from the fleet) and optimized its personnel structure.

2012

+21.8%

2011

2012

+2.2 p.p.

2011

2012
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JSC Donavia
The company showed improvement of its main operating
indicators in 2012: passenger traffic rose by 14.1% to
985,700, passenger turnover added 12.8% to 1,433.7
million PKM and seat load factor was 69.0% (0.3 p.p. more
than in 2011).

JSC Donavia is a regional carrier based in Rostov-on-Don.
The company transferred all of its commercial functions to
Aeroflot in 2012, closing down its own commercial operations. Donavia has established a unified financial policy, tax
accounting rules and sales accounting in line with Group
standards and made its services conform with the Group’s
“region” product standard. The fleet has been restructured
and the company has designed a pilot project for centralization of development strategy functions for its service and
maintenance division (centralization of the spare parts pool,
and of engineering and quality management).

Passenger traffic, thousand
passengers 985.7
863.9

Passenger turnover, million PKM
1,433.7

68.7

1,271.1

+14.1%

2011

2012

Занятость
пассажирских
кресел, %
Seatload
factor,
%
69.0

+12.8%

2011

2012

+0.3 p.p.

2011

2012

JSC ORENAIR
improved its operating and financial efficiency in the
reporting period, and the non-regular carrying programme
of Orenair in Russia’s Southern Federal District was

The business model of Orenair is focused on tourist
carrying from Russian cities to the most popular tourist
destinations: Turkey, Egypt and Thailand. The company

Passenger numbers, thousand

Passenger turnover, million PKM

3,193.5

10,505.2

2,507.2

83.4*

85.7

7,500.3

+27.4 %

2011

Занятость
пассажирских
кресел, %
Seat
occupancy,
(%)

2012

+40.1 %

2011

2012

+2.3 p.p.

2011

2012

* data comparable with 2012.
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merged with that of Vladivostok Air in the Far East District.
Work began on transfer of non-regular carrying by Rossiya
Airlines to and from St. Petersburg to Orenair. The company has implemented a unified financial policy and tax
accounting rules in line with other Aeroflot subsidiaries.

Operating results grew rapidly in 2012 thanks to operating
efficiency gains. Passenger traffic rose by 27.4% to 3,193.5
million and passenger turnover reached 10,505.2 million
PKM, which is 40.1% more than in 2011. Seat occupancy
rose by 2.3 p.p. to 85.7%.

JSC SAT Airlines
SAT Airlines completed the transfer of its commercial
functions to Aeroflot Group in 2012 and also optimized its
route network. The company has centralized its service and
maintenance development strategy, spare parts pool,
engineering and quality management. Unified Group
financial policy and tax accounting rules have been adopted
at SAT Airlines.

Measures for improvement of operating and financial
efficiency led to reduction of passenger traffic at SAT Airlines
by 11.1% to 265.3 million in 2012. Passenger turnover
declined by 15.2% to 250.7 million PKM and passenger load
factor was 60.0% (2.0 p.p. lower than in 2011).

Operating results declined slightly in 2012 due to optimization of company business as part of Aeroflot Group.

Passenger traffic, thousand
298.4

Passenger turnover, million PKM
295.7

265.3

250.7

50

2012

62

60

-15.2%

-11.1%

2011

Занятость
пассажирских
кресел, %
Seat
load factor,
%

2011

2012

-2.0 p.p.

2011

2012
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JSC Vladivostok Air
Commercial functions were transferred from Vladivostok
Air to Aeroflot Group in 2012, the company optimized its
route network and tickets for Vladivostok Air flights were
sold through Aeroflot offices. A legal scheme for
settlements between Aeroflot and Vladivostok Air for
charter flights was put in place. The company took
responsibility for ground handling of Aeroflot flights in
Vladivostok and Khabarovsk and integrated its service
and maintenance development strategy, spare parts
management, engineering and quality management at
the level of the Group. The Vladivostok Air fleet was
optimized by withdrawal of Yak-40, Мi-8 and Airbus
А330 aircraft.

etc). The company borrowed money in order to meet these
costs, and the borrowings contributed to a net loss in the
reporting period. Passenger traffic of 1,162.2 million was
4.3% less than in 2011, and passenger turnover fell by
30.9% to 3,134.2 million PKM. Seat load factor was 67.3%,
which is 3.6 p.p. less than in 2011.
After the reporting period (in March 2013) a 52.156% share
stake in Vladivostok Air, belonging to JSC Aeroflot, was
transferred to ownership by SAT Airlines as part of the
programme for creation of a united Far East airline.

Operating and financial results in the reporting period saw
a decline compared with 2011 due to steps taken in 2012 to
integrate company operations with those of the Group and
to improve operating efficiency (including optimization of
the number of aircraft in the company fleet). The return of
several aircraft operated under lease agreements ahead of
schedule led to lower sales and revenue results and the
company was subject to a number of unplanned non-recurring costs (fine for early return of aircraft, overhaul costs,

Passenger traffic, thousand
1,213.9

1,162.2

Passenger turnover, million PKM

Seat
load factor,
%
Занятость
пассажирских
кресел, %

4,534.9

70.9

67.3

3,134.2

-4.2%

2011

2012

-30.9%

2011

-3.6 p.p.

2012

2011

2012

Sale and purchase contracts in 2012 for shares /
participatory stakes of non-core companies
Object of the transaction
Sale and purchase of 50% (fifty percent) of the charter capital
of JSC Airport Moscow
Sale and purchase of 200 common shares of CJSC Aerofirst

Aeroflot stake prior to sale

Transaction value (roubles).

50%

109,380,000.00

66.66%

1,230,000,000.00
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4.4. Safety
Fight safety
Flight safety is the absolute operating priority for Aeroflot
and its subsidiary airlines.
A high level of safety is ensured by the use of new, regularly
maintained and up-to-date aircraft and by highly professional
flight and service personnel. The flight safety indicator in
2012 was 99.965%, which is in the range defined as the
highest level of safety (99.9 ÷ 100%).

Aeroflot is an active participant of SkyTeam’s Safety, Security
and Quality Functional Executives Committee. Company
officials took part in Committee events in 2012, which gave
consideration to flight safety management and monitoring of
IOSA operator status among member airlines, their subsidiaries
and code-sharing partners. The Committee also defined tasks
for SkyTeam airlines in order to comply with a more detailed
version of the IOSA standard, which was developed by IATA.

Aviation security
The Company organizes and implements an integrated
programme of measures to ensure aviation security,
preventing any risk to the life and health of passengers
and of Aeroflot employees when they are on duty, and
pursuing activities to prevent illegal interferences in
Company business and any attempts to cause economic
damage to the Company. Aeroflot constantly monitors
compliance with aviation security standards, rules and
procedures by passengers and Company employees.
Safety management activities are pursued in close
cooperation with aviation security staff at airports,
aviation companies, law-enforcement agencies and
Russian federal executive bodies.
Compliance by Aeroflot with standards of the International
Air Transport Association (IATA) is confirmed by the results
of an IATA Operational Safety Audit (IOSA) and IATA Safety
Audit for Ground Operations (ISAGO), which the Company
has undergone.
During 2012 the Company underwent regular audits, which
confirmed compliance with aviation security standards:
• An audit carried out by the Transport Safety Administration of the Federal Air Transport Agency (Rosaviatsia). A
certificate of compliance № FAVT А.07.00538, dated
July 02, 2012) was issued based on the audit results and
is valid until July 2, 2015.

• A supervisory audit (October 15-17, 2012) of the quality
management system, which confirmed compliance with
ISО 9001:2008. There were no compliance failures or
criticisms with respect to aviation security.
• US Transportation Security Administration (TSA) compliance
audits were carried out for Aeroflot flights to the USA.
• Assessments under the Safety Assessment of Foreign
Aircraft (SAFA) programme were carried out at airports in
countries, which are members of the European Civil Aviation
Conference (ECAC). In 2012 ECAC inspectors conducted
147 checks of Aeroflot aircraft and confirmed that flight
safety standards fully comply with prescribed requirements.
As an additional aviation security measure at airports, the
Company operates its own sniffer-dog division numbering
more than 50 adult dogs of a unique breed (a hound-jackal
hybrid), managed by expert dog handlers. In 2012 the
Company developed and patented a mobile sniffer-dog
unit, and developed test explosive simulators to train
sniffer-dogs for anti-terrorist protection at transport hubs.
The Aeroflot sniffer-dog division has also developed and
patented a device for sampling an odour trace, which
allows identification of samples after a period of several
years. The Company is currently developing a method for
remote analysis of ambient air using sniffer-dogs. The
Aeroflot sniffer-dog division serves the Company’s own
corporate sites as well as its base airport of Sheremetyevo.

Aeroflot Situation Center
The Aeroflot Situation Center, which was opened in 2011 to
ensure the comfort and safety of passengers in case of
disruption and crisis, continued to operate successfully in
2012. The Situation Center uses state-of-the art
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information technology, modern equipment and specially
designed software, and can handle crisis events of any
complexity.
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4.5. Route network
Passenger route network

Change in the numbers of flights
by JSC Aeroflot to various regions (2012 vs. 2011, %)

In 2012 Aeroflot’s route network included 145 destinations in 55 countries. The route network developed
rapidly during the reporting period, flight frequency and
number of destinations increased, while main operating
indicators were on a positive trend. The Company raised
efficiency of the route network by focusing on destinations that provide maximum revenue and income.
Decisions to launch services to new destinations and to
increase carrying capacities on existing routes were
based on economic expediency, demand, competitive
environment, and social needs. The development of
regular services was given priority.
In 2012 Aeroflot added new regular routes to its network:
from Moscow to Guangzhou (China), Bologna (Italy), Krakow
(Poland), Stuttgart (Germany), Tenerife (Spain) Tallinn (Estonia), Vilnius (Lithuania), Miami (USA), Nizhnekamsk, Orenburg,
Tomsk (Russia), Kiev, Donetsk, Kharkiv and Odessa (Ukraine);
and also from Ekaterinburg to Larnaca (Cyprus). In addition,
charter flights were opened from Moscow to Bergamo (Italy)
Patras (Greece), Murcia (Spain), Reykjavik (Iceland), Turin
(Italy), Varna (Bulgaria) and Jerez (Spain).
New regular services by subsidiary airlines of Aeroflot Group
were as follows : from Moscow to Chita; from Sochi to
Ekaterinburg and Volgograd; from Khabarovsk to Krasnoyarsk;
from St. Petersburg to Alicante (Spain), Kazan (Russia), Nukus,
Navoi (Uzbekistan), Pula (Croatia), Rhodes (Greece), Tenerife
(Spain); from Novosibirsk to Khabarovsk; from Yuzhno-Sakhalinsk to Tokyo (Japan); and from Vladivostok to Blagoveshchensk and Tashkent (Uzbekistan).

Europe

22.5

Central America

23.0

Asia-Pacific

12.1

Middle East

9.5

Russia

22.9

CIS

41.3

North America

26.0

-12.7

Africa

In 2013 Aeroflot plans to start flights on new regular routes to
Abakan, Novokuznetsk, Magnitogorsk, Yakutsk (Russia),
Thessaloniki (Greece), and to resume flights to Toronto
(Canada).
Reacting to a significant increase in demand for carriage in
2012 the company increased its carrying capacity (available
seat-kilometers) by 19.7% in comparison with 2011.
The network connection coefficient for Aeroflot’s own
flights increased by 17.2% in 2012 to 11.0 (9.4 in 2011).

Number of destinations*
Description

2011

2012

Regular
flights

Charter
flights

Total

Regular
flights

Change

Charter
flights

Change

Total

Change

112

44

143

128

14.3%

37

-15.9%

145

1.4%

International routes

83

31

100

95

14.5%

30

-3.2%

110

10.0%

Domestic routes

29

13

33

33

13.8%

7

-46.2%

35

6.1%

Long-haul routes

27

5

26

29

7.4%

1

-80.0%

29

11.5%

Medium-haul routes

85

39

107

99

16.5%

36

-7.7%

116

8.4%

Total

* Data for JSC Aeroflot.
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Distribution of available seat-kilometers by regions*
Region

Available seat-kilometers, million ASK

Change, %

2012

2011

12,914

10,900

+18.5

227

261

-13

4,564

3,702

+23.3

Europe

16,940

13,971

+21.3

Pacific

1,647

1,371

+20.1

Russia

19,293

16,685

+15

North America

4,158

3,145

+32.2

Central America

2,014

1,632

+23.4

CIS

3,120

2,528

+23.4

64,878

54,195

+19.7

Asia
Africa
Middle East

Total
* Data for regular flights of JSC Aeroflot.

Aeroflot transit passenger flows within
its route network increased by

35.7%
in 2012
to 5.7 million passengers.

Aeroflot is working hard to develop transit business.
Aeroflot’s main transit passenger flows are between
destinations in South-East Asia (China, Japan, Vietnam,
Thailand, South Korea) and destinations in Europe, Russia
and the CIS.
By expanding its route network, reducing time spent by
passengers at connection airports on priority routes, and
making connections at Terminals D, E, F of Sheremetyevo
Airport more convenient, Aeroflot succeeded in increasing
transit passenger flows within its route network by 35.7%
in 2012 to 5.7 million passengers, which is 32.6% of the
total number of passengers carried.
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In 2012 Aeroflot launched a Hub Control Center, which is
unique of its kind in Russia and Eastern Europe. The
Center’s objectives are to coordinate transit connections
for passengers and baggage and to manage aircraft traffic
at Sheremetyevo Airport.
The Center employs highly qualified specialists from the
Company’s key divisions. Aeroflot has installed the
cutting-edge NetLine/Hub IT solution by Lufthansa
Systems to provide software support for operations at
the Center.
The Hub Control Center reduces financial losses due to
missed connections or flight delays. By reducing the
minimum connection time by 10 minutes the Company
has generated additional monthly revenue of USD 5
million. The Center makes the travel experience more
comfortable for passengers, as connection time is
significantly reduced and passengers with critical
connection time can be sure of catching their connecting
flight even if their first flight is delayed.
Launch of the Hub Control Center reinforces Aeroflot’s
leading positions on the market and represents a major
step towards the creation of a modern global hub in
Moscow.
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The Company worked hard in 2012 to obtain new route
permits from Russian regulatory authorities. During the
reporting period Rosaviatsia issued Aeroflot with:
• 25 new permits for scheduled international passenger
flights on the routes between:
– Moscow and Agadir, Baden-Baden, Basel, Bologna,
Varadero, Cologne, Kingston, Lankaran, Montego Bay,
Odessa, Thessaloniki, Tenerife and Tunis;
– Ekaterinburg and Aktobe, Dubrovnik, Larnaca, Milan,
Podgorica, Thessaloniki, Simferopol, Paris, Tivat and
Fergana;
– St. Petersburg and New York;
– Samara and Larnaca.
• 5 new permits for scheduled international cargo flights
on routes between:
– Moscow and Verona, Milan and via Novosibirsk to
Tokyo;
– Novosibirsk, Verona and Milan.
• 19 additional permits to increase flight frequency and
extensions to previously issued permits for scheduled
passenger flights between:

– Moscow and Athens, Barcelona, Bishkek, Washington, Guangzhou, Yerevan, Heraklion, Colombo,
Krakow, Miami, Milan, Rome, Samarkand, Tokyo,
Hanoi, Kharkiv and Ho Chi Minh City.
• 11 new permits and extensions of previous permits to
carry out international unscheduled (charter) passenger
flights between:
– Moscow and Barcelona, Burgas, Varna, Grenoble,
Ibiza, Sofia, Tel Aviv and Chambery.
With the support of the Civil Aviation Department of the
Russian Ministry of Transport and the Russian Ministry of
Foreign Affairs JSC Aeroflot was designated as a regular
carrier on 17 routes between:
– Moscow and Baden-Baden, Bodrum, Bologna,
Dnepropetrovsk, Donetsk, Cologne, Kingston,
Montego Bay, Odessa, Tallinn, Tenerife and Kharkiv;
– Ekaterinburg and Dubrovnik, Larnaca, Paris and
Simferopol;
– Samara and Larnaca.

Cooperation under
codeshare agreements
Aeroflot further developed its cooperation with a number
of other airlines in 2012 under codeshare agreements in
order to strengthen presence on promising markets,
obtaining access to restricted markets, further enhance the
existing route network, and use its fleet more efficiently.
By the beginning of 2013 JSC Aeroflot had codeshare
agreements with 29 foreign and Russian airlines, including:
• 17 agreements, in which JSC Aeroflot is both operating
and marketing partner (with Air France, KLM, Alitalia,
SAS, Finnair, Delta Air Lines, Czech Airlines, LOT Polish
Airlines, Bulgaria Air, Cyprus Airways, Korean Air, JAT
Airways, MIAT, Air Baltic, Air Europa, Kenya Airways
and JSC Rossiya Airlines);
• 4 agreements, in which JSC Aeroflot is only an operating partner (with Tarom, Cubana, Iran Air, Air India);
• 8 agreements, in which JSC Aeroflot is only a marketing
partner (with Adria Airways, Air Malta, Estonian Air,
China Southern Airlines, JSC Donavia, CJSC Nordavia,
JSC Orenair and JSC Vladivostok Air).
Aeroflot’s main codeshare partners in 2012 included the
foreign airlines Alitalia, Air France, Czech Airlines, KLM,
LOT and Russian carriers OJSC Rossiya Airlines, JSC

Vladivostok Air, JSC Donavia and CJSC Nordavia. JSC
Aeroflot carried more than 500,000 passengers in total
under codeshare agreements in 2012, which is 11% more
than in 2011. Total operating revenues of JSC Aeroflot
related to code-sharing agreements were in excess of RUB
3.7 billion last year.
The number of marketing flights used by Aeroflot rose by
33.3% in 2012 to 248 (186 in 2011), and the number of
Aeroflot’s marketing passengers carried by partners under
codeshare agreements in 2012 exceeded 3.2 million. The
growth was mainly driven by joint efforts with SkyTeam
partners to increase the number of codeshare destinations
beyond partners’ hubs under existing codeshare agreements, and also by new joint operation agreements and
extension of existing agreements with subsidiary and
affiliate airlines.
In 2013 the Company plans to enter into сodeshare
agreements with Royal Air Maroc, Garuda Airlines, Middle
East Airlines, and to further develop cooperation under
existing agreements.
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Membership of the SkyTeam global
airline alliance
Aeroflot’s membership of the SkyTeam Alliance means that
its passengers can plan journeys throughout the vast route
network served by SkyTeam airlines. In 2012 JSC Aeroflot
carried 684,000 passengers and 1.1 million tonnes of cargo
as part of joint operations with other SkyTeam members.
The global route network of the Alliance expanded by
17% in 2011–2012. New members of the Alliance in
2012 included Saudia, Middle East Airlines, Aerolineas
Argentinas and Xiamen Airlines. SkyTeam currently

unites 19 airlines serving more than 1000 destinations
around the world.
The SkyTeam alliance made significant progress during
2012 in strategic projects, including ”Sky Transfer Accelerator”, which aims to improve service to passengers during
transfers, “Sky Link Sprint”, a unified information platform
for Alliance members, “Sky Port” which harnesses
Alliance operations at airports, and “Sky Priority”, a new
product for high-revenue passengers.

Interline agreements
Aeroflot has interline agreements with 172 airlines,
including 9 Russian carriers and 9 companies from the CIS.
In 2012 interline agreements with 11 airlines were terminated, due mainly to mergers and acquisitions. The

Company carried over 500,000 passengers under interline
agreements on its own flights and flights of partners during
the reporting period.

Cargo route network
The route network for cargo carrying by Aeroflot uses a
hub principle, by which the Company tries to channel main
cargo flows between hub airports. Aeroflot’s cargo hubs in
2012 included Sheremetyevo, Frankfurt-Hahn (Frankfurt,
Germany), Narita International (Narita, Japan), Incheon
International (Seoul, South Korea), Beijing Capital International (Beijing, China), Pudong International (Shanghai,
China) and Hong Kong International (Hong Kong). The base
airport for Aeroflot’s MD-11 cargo aircraft remains
Frankfurt-Hahn.
The Company optimized its cargo network in 2012,
increasing flight frequency on most profitable routes. The
number of flights to Hong Kong was increased from 2–3 to
3–5 per week (depending on the season). The Company
plans to further improve its cargo business by increasing
the frequency of flights on established routes.
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List of main routes for MD-11 cargo aircraft in 2012:
• Frankfurt (Germany) – Moscow (Russia) – Pudong
(China) – Tolmachevo (Russia) – Frankfurt (Germany)
• Frankfurt (Germany) – Moscow (Russia) – Beijing
(China) – Moscow (Russia) – Frankfurt (Germany)
• Frankfurt (Germany) – Tolmachevo (Russia) – Narita
(Japan) – Seoul (South Korea) – Moscow (Russia) –
Frankfurt (Germany)
• Frankfurt (Germany) – Moscow (Russia) – Hong Kong
(China) – Tolmachevo (Russia) – Moscow (Russia) –
Frankfurt (Germany)
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4.6. Aircraft fleet
22 Airbus A330s and 6 Il-96s). The Company cargo aircraft
fleet consists of 3 MD-11Fs.

Aeroflot has one of the youngest and most up-to-date
aircraft fleets in Europe. The Company’s planes conform to
the highest standards of safety, reliability and passenger
comfort, and are also highly fuel efficient.

As of December 31, 2012 the combined fleets of companies in Aeroflot Group numbered 233 aircraft, including 224
passenger airliners, four freight planes, four helicopters and
one specialized Bombardier DHC 8-311 aircraft for provision of medical assistance.

As of December 31, 2012 the Aeroflot fleet consisted of
128 planes, 125 of which are passenger aircraft (10
short-haul SSJ-100s, 80 medium-haul Airbus А320s and
35 long-haul aircraft, including 7 Boeing 767-300ERs,

Composition of the aircraft fleet of Aeroflot Group
Type of aircraft

Il-96-300
Tu-154
An-24
Mi-8

Yak 40

Total owned

Ownership
Owned

Owned

Owned

Owned

Owned

Aeroflot
6

-

-

-

-

Donavia
-

5*

-

-

-

-

-

3#

-

-

Tu-204

Total finance
lease

Finance lease

Finance lease

SSJ 100

Operating lease

Airbus A-320

Operating lease

Airbus A-319

Airbus A-330

Boeing B-737
Boeing B-767

Boeing B-777
MD-11

DHC 8 S-300
DHC 8 S-200
An 12

Total operating
lease
Total fleet

Operating lease

Operating lease

Operating lease

8

-

-

-

2

-

4

21

-

-

1

-

-

-

-

4

2

13

-

21

-

2

5

-

6

-

-

-

-

-

6

2

60

11

4

3

-

-

-

18

14

-

-

43

-

-

8

-

-

-

-

-

3

-

-

3

Operating lease

-

-

-

88

128

-

-

-

-

7

10

-

-

-

15

35

-

-

-

27

27

10

-

1

29

-

-

3

-

24

6

57

-

1

-

6

-

1^

3

3

6

-

-

-

-

-

8

15

-

-

-

3

10

-

-

-

1

5

34

Operating lease

Operating lease

-

4#

6

6

7

Operating lease

-

-

-

Group total

-

Operating lease

Operating lease

-

-

5

-

9

-

SAT

5

-

-

-

3

-

-

4

Vladavia

-

1

Finance lease

An-148

-

-

21

Boeing 737

-

5

Finance lease

Finance lease

-

-

-

Airbus A-321

Airbus A-330

-

Orenavia

6

Finance lease

Finance lease

-

-

Airbus A-319

Airbus A-320

Rossiya

-

-

-

-

-

4

-

1

-

7

18

2

8

15

15

10

3

4

2

1

152

233

* - All of these aircrafts are not operated as at 31 December 2012.
# - 1 of these aircrafts is not operated as at 31 December 2012.

^- This aircraft is on maintenance as at 31 December 2012, handover is planned.
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Aeroflot continued to expand its aircraft fleet in 2012.
During the reporting period the Company received six
short-haul SSJ-100s, four medium-haul Airbus А320s and
eight long-haul Airbus А330s, while the airline fleets of
Group subsidiaries added five Boeing 737-800 aircraft, nine
Airbus А320s, two Boeing 777-200ERs and one turbo-prop
Bombardier DHC 8-300.
Aeroflot Group withdrew two Boeing 767s, eight Boeing
737-500s, one Airbus A320 and one Tu-154 in 2012 due to
lease expiry. The Company also returned two Airbus
А330s manufactured in 1994 earlier than scheduled.
Flight hours of the Aeroflot fleet during 2012 were
460,700, which is 16.8% more than in 2011. Average
daily flight hours per listed aircraft in the reporting period
rose by 0.1 hour to 10.4 hours thanks to increase of
operating efficiency.

A new type of aircraft, the Boeing 777-300ER, will join the
Aeroflot fleet in 2013. With capacity for 402 passengers the
Boeing 777-300ER will be the largest passenger aircraft in
Aeroflot Group. The Company expects delivery of four of
the new aircraft in 2013. Aeroflot also plans further expansion of its medium-haul Airbus А320 fleet, and has entered
into delivery contracts for 13 more aircraft of this type.
Subsidiary airlines of Aeroflot Group have entered into
delivery contracts for eight Airbus А320 aircraft and one
Boeing 737-800.
The Group is continuing withdrawal from service of
depreciated and outdated aircraft. In 2013 Aeroflot intends
to carry out scheduled withdrawal of five Airbus A320s
and three Boeing 767s. Subsidiary airlines will withdraw
four An-24s, ten Boeing 737s, two Yak-40s and one
An-12, and will return an Airbus А330 manufactured in
1994 ahead of schedule.

In 2012 Aeroflot increased the share of operations using
highly fuel-efficient aircraft, which reduced fuel consumption
per tonne-kilometer by 11 grammes to 308 grammes/TKM.

Specific fuel consumption (grammes/TKM)
431
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4.7. Servicing and repairs
Aeroflot has an efficient system of aircraft servicing and
repairs, which provides high levels of flight safety and flight
regularity by ensuring good working order and reliability of
the fleet. The Company strives to optimize servicing and
repair costs while maintaining the highest service standards in the industry.
Matching changes in the Company’s organizational
structure, servicing and repair tasks were assigned to two
separate divisions in 2012: the Airworthiness Department
and the Aircraft Maintenance Department. The reorganization has improved management processes related to
servicing and repair, and raised efficiency in this sphere of
Company’s operations. Better coordination between the
Company’s technical services led to an improvement of
indicators that measure good working order of the aircraft
fleet in 2012 compared with 2011.
As Aeroflot continued to restructure its fleet by adding new
aircraft in 2012 the Company also set up its own maintenance operations for newly acquired aircraft. Retraining of
personnel and development of the required operating
facilities has enabled the Company to carry out in-house
servicing of SSJ-100 aircraft. The Company also continued
preparations for in-house technical servicing of Boeing
777s and of Boeing 737NG aircraft, which are scheduled to
join the fleet in future periods. As well as servicing its own
fleet, the Company provided maintenance and repair
services to 76 third-party organizations in 2012.

In December 2012 Aeroflot received confirmation from the
European Aviation Safety Agency (EASA) that its certificate
for maintenance of aircraft manufactured by Boeing and
Airbus had been extended to August 2014. Audits carried
out by specialists of the EASA Aircraft Maintenance
Department confirmed high levels of qualification of
Aeroflot’s quality management staff, aircraft technicians,
engineers, middle and senior managers, and skilled
workers.
In 2012 Aeroflot developed a programme of innovation
projects aimed at reducing costs and improving efficiency
in engineering and maintenance activities. The programme
includes a change in the ratio between volumes of work
carried out in-house and outsourced. Activities of the
Aircraft Maintenance Department will be extended in
several areas, helping to optimize costs. Programme
implementation is scheduled for 2013.

Substantial work is planned in 2013 for receipt and integration of 13 Airbus A320s and 4 Boeing 777-300ERs to the
fleet, withdrawal of 3 Boeing 767s and 6 Airbus A320s, and
exchange of 7 light-configuration SSJ-100s for full-configuration aircraft.
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4.8. Brand development and
service quality improvement
Numerous awards and prizes, which Aeroflot received in
2012, are testimony to the Company’s high standards of
service. In the reporting period Aeroflot was acclaimed
“Best Airline for Business Travelers” at the Russian
Business Travel & MICE Awards, was shortlisted for the

titles of “Europe’s Leading Airline” and “Europe’s Leading
Airline Business Class” in the prestigious annual World
Travel Awards 2012, and entered the Top 5 companies
rated by Skyscanner in the European Airline Food Awards
for quality of in-flight meals on long and short flights.

Company brand
In October 2012 the international brand consultancy, Brand
Finance, a recognized expert in business valuation, carried
out a new valuation of the Aeroflot brand, raising its
estimate by 20.44% to USD 1.308 billion.
The higher valuation reflects successful work to build an
up-to-date and attractive image of Aeroflot as a global
airline offering passengers a premium level of service. In
order to further strengthen the Aeroflot brand in key foreign
Market research
Aeroflot carries out extensive research each year on Russian and
international markets in order to measure customer satisfaction
and compliance with passenger service standards. In 2012,
Aeroflot participated in the following research projects:
• IATA’s “Airs@t – Intra Europe” project, which helped to
gauge the quality of Aeroflot services on European routes.
This research serves as the basis for IATA’s European
carrier rating.
• The “Secret Passenger” project, implemented in conjunction with Romir Research, which assesses how successfully and consistently the Company meets passenger
service standards.
• The “Net Promoter Score” (NPS) project, implemented in
conjunction with Bain & Company Russia, which measures
customer loyalty and helps to enhance Aeroflot’s service.
• SkyTeam’s “Customer Experience Research” project, which
finds ways of improving the service provided by the SkyTeam
Alliance (jointly with all Alliance member companies).

markets the company carried out a large-scale image
advertising campaign in August and September 2012 in
Europe and Asia using the slogan “The Sky ... Our Masterpiece”. The Company also carried out an image advertising
campaign on the Russian market in July and August 2012
entitled “Your Comfort at High Altitude”, as well as various
other advertising and informational initiatives to boost
passenger traffic.

Динамика индекса NPS
в
2010-2012
годах
Change
of NPS
in 2010-2012, (%)

52

56

44

2010

2011

2012

The research showed steady growth of customer service
performance: the NPS index has been on the increase for three
consecutive years, reaching 56% in 2012, and findings of the
“Secret Passenger” project suggest that compliance with
passenger service standards has also grown consistently,
reaching 90% in 2012.
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Passenger service
High quality of passenger service is one of Aeroflot’s
main priorities. The Company is constantly broadening
its range of services and ensuring their compliance
with leading international standards, requirements and
technologies. All customer and passenger service
employees undergo special training, and the company
has an efficient system in place to handle requests,
complaints and comments. Services to passengers
take account of national, religious and cultural
differences.
In October 2012 Aeroflot’s quality management system
successfully passed a regular supervisory audit of compliance with ISO 9001:2008, proving efficiency of the
management system and the Company’s ability to maintain
consistently high standards of service.
Service classes

Aeroflot offers two in-flight service classes: business class and
economy class. Aeroflot’s business class sub-divides into
“Premier” (offered on flights up to 6 hours) and “President”
(offered on long-distance flights lasting more than 6 hours).
Personal service in business class ensures that passengers
make their journey in maximum comfort. Aeroflot has 12
long-haul Airbus A330 aircraft equipped with new “full-flat”
seats (the most spacious airline seats now on the market), and
every seat in business class can be reclined into a flat bed.
In 2013 Aeroflot plans to introduce a new “Comfort” class
of service on the new Boeing 777-300ER. Passengers
flying in the new class will be offered seats with a new
level of comfort, built-in Thales entertainment monitors, a
personal travel kit, increased baggage allowance, and
improved in-flight meals.
Special and additional services

Aeroflot passengers can enjoy a number of special additional services by prior arrangement, including:
• special in-flight meal orders, including meals for children
and passengers with special needs or dietary restrictions related to age, medical conditions or religious
belief, at no additional fee;
• special travel arrangements for disabled passengers,
including those in wheelchairs or stretchers;
• provision for passengers with small children to use their
own pram at the airport before boarding and receive it
immediately at disembarkation at the arrival airport (if
not prohibited by airport security regulations);
• child-escort services for children travelling without adults; in
addition to the escort service passengers can order meals
for the children during transfer connections and access is
provided to the children’s room at Sheremetyevo Airport;

•
•
•
•

pet transportation services;
non-standard baggage services;
services for transportation of weapons and ammunition;
availability of enhanced comfort seats in economy class
(the “Space +” service);
• opportunity to upgrade the travel class at flight check-in
(paid with cash or Aeroflot Bonus miles);
• the “Business Pass” ticket-price package (a special service
by which an e-ticket is issued for a specific number of trips).
Additional services for disabled passengers can be
arranged subject to prior agreement, including provision of
a wheelchair to move around the airport, and lift truck
services for embarkation and disembarkation.
At the end of 2012 Aeroflot introduced the SkyPriority
programme, initiated by SkyTeam Alliance management, at
Terminal D of Sheremetyevo Airport. The programme
offers a set of extra services to high-value customers
(first- and business-class passengers, holders of Aeroflot
Bonus Gold Card or members of the SkyTeam Elite Plus
scheme). The SkyPriority programme offers fast-track
pre-flight formalities (priority at check-in, baggage registration, passport control and security inspection, boarding and
baggage reclaim, and priority service at transit stands).
Menu

Aeroflot views its in-flight menu as a uniquely important
part of the Company service. Aeroflot is one of the world
leaders by quality and variety of its in-flight meals. Firstclass in-flight services include restaurant catering: Aeroflot
cooperates with the best restaurants in Moscow, inviting
chefs to design recipes for in-flight meals.
The Company’s role as official carrier of the Russian
Olympic Team to the 2012 Games in London inspired
Aeroflot to work with sports nutritionists, designing a
unique menu based around healthy and light food, dedicated to the spirit of competition and will to win. Members
of the Russian Olympic Committee who were invited to
sample the menu found that it combined healthy and tasty
eating.
At the beginning of 2012 Aeroflot created a new menu
for business-class passengers in collaboration with head
chefs of the global in-flight catering leader, LSG Sky
Chefs. The wine list for business-class passengers was
refreshed in mid-2012 with a range of wines from
Europe and new wine-growing regions, all of them
selected by expert wine-tasters.
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Aeroflot plans to create a special anniversary menu with
the assistance of Michelin-starred chefs to mark the
Company’s 90th birthday in 2013.
In-flight entertainment

Aeroflot plans to offer its passengers an expanded entertainment programme on board its aircraft in the Company’s

90th anniversary year (2013) with more than 800 content
items, including films, TV programmes, TV serials, and the
biggest sound library of any European airline. A special
children’s channel will include films, cartoons, games,
audio books, and music.

Development of the corporate website and
online services
The Aeroflot website is one of the most important tools
for the Company to communicate with its passengers,
partners, shareholders and other audiences. Aeroflot’s
website provides up-to-date information round-the-clock
in the Russian, English, Italian, Spanish, French, German,
Japanese, Korean and Mandarin languages. Using a
computer or a mobile device, passengers can view data
on their flight schedule and status, book and buy tickets
online and check-in for a flight 24 hours prior to departure. The booking and information center provides
round-the-clock support to passengers for online
booking and ordering of special services.
The Company continued to develop its online services in
2012, when the following new features were made
available to Company passengers and partners:

• multi-currency payments,
• voice payment over the phone via the Company call
center,
• ticket purchase using mobile devices,
• non-cash ticket purchases by SME customers (corporate
loyalty programme),
• newpayment instruments using the payment services of
Sberbank, Euroset and Yandex (Web Money).
In 2012 Aeroflot also launched a mobile version of its
website and applications for iOS (iPhone) and Android
mobile platforms, which enable passengers to book and
buy tickets and view their flight schedule and flight
status directly from a mobile device. The Company plans
to launch applications for WindowsPhone and iOS (iPad)
in 2013.

Aeroflot Bonus programme
Aeroflot Bonus is an integrated incentive programme for
frequent fliers of Aeroflot Group airlines that are under
100% commercial management of Aeroflot, as well as for
SkyTeam partners and customers of other partners, with
which the Company has entered into special agreements.
Programme participants obtain bonus miles, which can be
used to buy air tickets and other privileges. The programme
has three levels of participation: basic, silver and gold.
There were more than 3,340,000 people taking part in the
programme in 2012.
The Aeroflot Bonus programme continued to develop in
2012, when new services were added, which make it
easier for users to take advantage of programme benefits:
new functionality was launched that allows customers to
use their bonuses on the airline website, bonus miles were
introduced on subsidized routes, efficiency of the programme call center was improved, and a round-the-clock
VIP customer service group was set up to assist gold- and
silver-level members with bonus, sales, and service issues.
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Aeroflot organized a number of special events in 2012 to
boost interest in the Bonus programme:
• eight special actions to boost passenger traffic on new and
under-used routes;
• a special promotion to support block charter services;
• a number of joint promotions with programme partners,
enabling participants to accumulate additional miles and
take advantage of special terms.
The share of miles awarded by the programme’s non-aviation partners was 53% of the total.
Revenues from sale of miles grew by 42% to about USD
114 million (not including VAT).
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Since 2012 the Company has been issuing a monthly
digest concerning the Aeroflot Bonus programme, which
contains information on the Airline’s special offers and
loyalty programmes offered by its partners.
In 2012 Aeroflot partnered with international hotel chains
for the purpose of awarding air miles. The hotel partners
included: Marriott (13 chain brands) Hilton Worldwide (10
chain brands), Movenpick Hotels and Amathus Hotels. New
SkyTeam members (Saudi Arabian Airlines, Aerolineas
Argentinas, and Xiamen Airlines) were also brought into the
programme, as were subsidiary airlines under Aeroflot’s
100% commercial management (Donavia and Vladivostok
Air). Partnership programmes are planned with other
subsidiary airlines of Aeroflot Group.

The share of miles awarded by the programme’s
non-aviation partners was

53%
of the total.

Numbers of Aeroflot Bonus
participants in 2012
74,244 34,870
Basic level

Silver level
Gold level

3,249,993

42%

Revenues from sale of miles grew by

to about USD 114 million
(not including VAT).
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4.9. Information technologies, innovation
and R&D
Information technologies
Aeroflot is committed to using modern technologies and
innovative solutions in all its operations, from organization
of flights to passenger service on the ground and in the air.
In 2012 Aeroflot continued to implement projects, which
will ensure that the Company keeps its leadership among
Russian airlines in the IT sphere.
Mobile website and mobile applications

Aeroflot launched a mobile version of its website in the
reporting period, which enables passengers to book and
buy tickets from their mobile devices. Access is from the
following addresses: http://m.aeroflot.ru and http://pda.
aeroflot.ru. In the fourth quarter of 2012 Aeroflot launched
mobile applications for iOS (iPhone) and Android mobile
platforms, allowing customers to book and buy tickets,
check-in for a flight, view the flight schedule and flight
status, and make transactions on their Aeroflot Bonus
personal account. The Company plans to launch applications for WindowsPhone and iOS (iPad) in 2013.
Unified payment gateway

In 2012 Aeroflot completed connection of its Unified
Payment Gateway to the most-used payment terminal
networks and the Russian electronic money system, and

On-line payments (RUB billion)

31.0

started to accept payments via the outlets of a leading
Russian mobile phone retailer. A mechanism was also set
up as part of the Unified Payment Gateway for debiting the
air mile accounts of Aeroflot Bonus programme members
when they buy goods and services of programme partners.
Passengers used the Unified Payment Gateway to pay for
tickets to the value of about RUB 31 billion during the
reporting period.
Sirax revenue accounting system

Aeroflot completed development and testing of the Sirax
revenue accounting system in 2012. The Sirax integrated
platform optimizes accounting of revenue from passenger
carrying, which has positive impact on operating profitability. Sirax also helps to control processes related to Aeroflot’s numerous ticket price regimes, code-sharing agreements, alliances, and taxes and charges. The system has
been in operation at Aeroflot since January 1, 2013.
Electronic Flight Bag (EFB) equipment

Aeroflot was the first among European Airbus А320
operators to install and operate Electronic Flight Bag (EFB)
equipment supplied by Goodrich and Carlisle. The EFB
system consists of two fixed tablets on the flight deck,
which store operating information including navigation
maps and special software needed by the pilots to prepare
for and perform flights. The Company plans to fit all of its
Airbus А320 aircraft with EFB equipment in the future.
Changeover to EFB will enable Aeroflot to completely
dispense with paper documentation.

19.2

2011

64

2012
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Innovation
In 2012 Aeroflot adopted a medium-term programme of
innovative development. The Company’s innovation
activities are focused on improvement, or maintenance
at a high level, of indicators that have crucial importance
in the areas of safety, flight regularity and passenger
service. Aeroflot is currently working with Russia’s
Higher School of Economics to update its Innovative
Development Programme and to involve subsidiary
airlines in the programme.
The Company worked on 79 innovative projects in 2012, as
follows:
• 19 projects related to operations,
• 5 projects related to safety,
• 14 projects related to in-flight service
• 10 projects related to management,
• 1 energy-saving project,
• 30 projects related to commercial activities.

Specific key innovation projects included:
• equipping of Airbus А330 aircraft with GSM and Internet
access systems;
• introduction of a full flight simulator for pilot training as
part of integration of aircraft delivered by CJSC Sukhoi
Civil Aircraft (SSJ-100s) to the Aeroflot fleet.
In 2012–2013 Aeroflot engaged Open Innovation Inc., a
federal business incubator network, to carry out an open
competition for research and development of innovative
concepts in the sphere of in-flight entertainmеnt. Those
taking part in the competition included business leaders in
IT, the computer game industry, industrial design, social
media, and engineering from Ekaterinburg, Krasnoyarsk,
London, Moscow, Naberezhnye Chelny, Nizhny Novgorod,
St. Petersburg and Chelyabinsk. The competition winner,
AeroStore, presented a comprehensive solution with a fully
designed IT component and suggestions for content.
Conduct of open competitions is in conformity with the
concept of open innovation and helps to integrate existing
solutions from other fields for the benefit of Aeroflot’s
business, adapting them to specific Company needs.

Research and Development (R&D)
Aeroflot carries out research and development (R&D) in a
range of priority areas, including safety, environment, and
service quality. In 2012 the Company spent 0.2% of its
revenue on R&D. Projects are carried out both using the
Company’s own resources and with the involvement of
third-party contractors, but are mainly based on ideas and
suggestions from Aeroflot’s own staff and business units.
During the year Aeroflot implemented projects in 82 R&D
spheres, as follows:
• 18 projects related to operations,
• 17 projects related to safety,
• 1 project related to in-flight service,
• 22 projects related to management,
• 6 projects related to environment and energy saving,
• 18 projects related to sales.

Specific R&D projects in 2012 included:
• “Development and manufacturing of Russian-made
multi-purpose de-icing fluid” (a study carried out by
Kazan National Research and Technology University),
will make Aeroflot less dependent on deliveries of
imported fluids for treatment of foreign-made aircraft
and will increase environmental safety through use of
non-toxic materials.
• “Study of the application of augmented reality technologies for virtual visualization of landing glide-path using
GLONASS/GPS systems”, which aims to develop an
autonomous back-up system for blind landing in emergency situations. Aeroflot obtained a patent for the
development in February 2012. A corresponding patent
was issued in the USA in April 2012.
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4.10. Marketing and sales
Passenger ticket sales

Aeroflot Group revenue from scheduled passengers
carriages (USD million)

In 2012 Aeroflot continued to work on optimization and
efficiency gains in its sales business.
Sales in Russia

The development of sales in Russia in 2012 was helped
by ongoing work to optimize the structure of Aeroflot
Group and integrate subsidiary airlines. Flights of
Donavia and Vladivostok Air were shifted to full commercial management by Aeroflot, which significantly expanded presence on regional passenger markets and increased revenues generated in Russia by 54% in roubles
(44% in US dollars) in comparison with 2011. The
highest growth rates were seen at Company branches in
the Russian Far East: sales grew by 146% in Khabarovsk
and by 113% in Vladivostok. Aeroflot sales growth in
2012 was driven to a large extent by expansion of the
Company’s route network. Direct and transit air traffic
both increased, drawing additional passenger flows from
destinations in Russia, Europe and Asia.

12m2011

4,110
575

Europe
Asia

409

North America

62

Others

48

Russia

1,043

12m2012

6,247

+32%

Passenger carriage services in Russia are sold through the
following channels:
• neutral sale systems (Transport Clearing House, BSP
Russia);
• official agents (companies that have direct agency
agreements with Aeroflot);
• the Company’s Internet site;
• the Company’s own sales offices and call center.

The share of sales in Russia through the Transport
Clearing House and BSP Russia rose from 31% in 2011 to

Sales outside Russia

in 2012, while Internet sales grew from 16% to 20%.
At the same time, sales through official agents
declined from 42% to 32%, and the share via the
Company’s own sales offices fell from 11% to 10%.

The market for air tickets outside Russia is highly consolidated: 20 countries account for about 79% of total sales
abroad. The highest growth rates in 2012 were seen in
Greece (by 111.0%), in Ukraine (by 98.3%), in Germany (by
62.4%), and in China (by 48.6%).

38%

Aeroflot continued to integrate its sales system within the
BSP and ARC global settlement systems in the reporting
year. The Company expanded its presence and sales
volumes in Azerbaijan and Indonesia after these countries
joined the BSP, and continued to authorize agents for ticket
sales in China.
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Tickets are sold outside Russia through the following
channels:
• the IATA agenсу network integrated into BSP and ARC
settlement systems;
• official agents (companies that have direct agency
agreements with Aeroflot);
• the Company’s Internet site;
• the Company’s own sales offices.

The Company continued to optimize its foreign sales
channels, achieving substantial and consistent reduction in
the share of sales via the Company’s own offices (the least
efficient sales channel), which fell from 9% in 2011 to 6%
in 2012. Passenger carrying is sold on foreign markets
through 76 representative offices.

Cargo carrying sales
Aeroflot continued to develop sales in the cargo transportation
segment in 2012. Aeroflot’s customers on this market include
well-known international courier companies, such as DHL,
TNT, DPD Armadillo and Pony Express. Aeroflot makes transit
cargo shipments on a regular basis for JSC Sukhoi.
Aeroflot is a licensed customs carrier, which enables it to
offer customers exclusive delivery services for cargo under
customs control from foreign countries to Russia.
The Company sells cargo carrying services via electronic
trading on the following routes:
• Moscow – Khabarovsk, Vladivostok, Petropavlovsk-Kamchatsky, Yuzhno-Sakhalinsk, Tyumen, Surgut, Kemerovo,
Barnaul, Nizhnevartovsk, Novosibirsk, Omsk, Krasnoyarsk, Perm;
• Khabarovsk – Moscow, Vladivostok – Moscow.
Direct sale of cargo services via the CASS (Cargo Agency
Settlement System) offers great potential for increase of
cargo business and of income from the business. CASS
has been used since 2011 by companies from Northern
Europe, Germany and the Czech Republic, as well as other
countries. Turkey, China and Switzerland joined CASS in
2012 and a number of countries from Eastern and Western
Europe and the Middle East plan to join in 2013.

Sales will be positively affected
by further integration of
subsidiary airlines into Aeroflot
Group in 2013, and by work to
boost ticket sales on new
routes in Russia and abroad.

Доля чистой прибыли, направляемая на выплату
Aeroflot Group revenue from scheduled
дивидендов
и размер дивидендов
cargo carriages (USD million)

12m2011
Europe

278
5
23

Asia
North
America

1

Others

8

Russia

49

12m2012

+31%

364

Aeroflot is offering transportation of high-revenue cargo
using Internal Customs Transit (ICT) as part of steps to
enhance its sales system. Every month the customs
clearance team of Aeroflot’s Cargo Transportation
Department clears up to 450 transit cargo shipments in
ICT mode through Sheremetyevo Airport. Further
development of this activity is one of the Company’s
priority tasks for 2013.
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5.1. Corporate governance principles
The corporate governance system of JSC Aeroflot has
been developed in conformity with the provisions of
Russian law and best international practice. It is designed
to ensure efficient governance and to implement principles
of openness, access to information on Company business,
and full observance of the rights and interests of shareholders and investors.
Aeroflot understands the importance of improvements to
corporate governance at its subsidiaries and affiliates
(particularly those, which have been recently acquired) and
has set itself the task of ensuring openness and transparency of their business, grafting the key corporate governance principles of JSC Aeroflot onto other companies in the
Group.
At the same time, the Company is making further improvements to its own corporate governance processes and
raising the transparency of its operating and financial
activities. In an important step on April 4, 2012 the JSC
Aeroflot Board of Directors approved a ‘Regulation on
Purchase of Goods, Works and Services’, which improved
procurement procedures at JSC Aeroflot.
Main Company documents regulating observance of the
rights of JSC Aeroflot shareholders include:
• JSC Aeroflot Charter;
• Statute on the General Meeting of Shareholders of JSC
Aeroflot;
• Statute on the Board of Directors of JSC Aeroflot;
• Statute on the Executive Board of JSC Aeroflot.

Independent review of the business of JSC Aeroflot is
carried out by an external auditor.
JSC Aeroflot holds shares (stakes in charter capital) of
subsidiary and affiliate companies and exerts influence over
their businesses in the following ways:
• participation of JSC Aeroflot representatives in the work
of senior management bodies, collective management
bodies and supervisory bodies of organizations in which
JSC Aeroflot holds shares (stakes in capital);
• adoption of decisions in sole discretion pursuant to
existing law regarding business matters of subsidiary
companies, in which JSC Aeroflot is the sole shareholder (member).
Work is also carried out by means of special committees
attached to the Boards of Directors of subsidiaries and
affiliates, For example, on October 4, 2012 the Board of
Directors of OJSC Rossiya Airlines resolved to create a
Board Committee for Strategy, composed of senior
managers of JSC Aeroflot and OJSC Rossiya Airlines.
Responsibility for ensuring the business efficiency of airline
subsidiaries and affiliates is vested with the relevant
sub-divisions of JSC Aeroflot.

Corporate governance at JSC Aeroflot is exercised by the
following bodies with responsibility for management and
control:
• General Meeting of Shareholders;
• Board of Directors;
• Executive Board;
• Chief Executive Officer;
• Revision Committee.
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Corporate Governance Structure

Revision Committee

General Meeting of
Shareholders

Personnel and
Remuneration Committee

Audit Committee

Board of Directors

Steering Committee for
Strategy Implementation

Strategy Committee

Executive Board

Executive Office of the Board
of Directors

Chief Executive Officer

Committee for Finance
and Investments

Management Committee for
Implementation of SAP ERP

Committee for Innovative
Development
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5.2. Meetings of Shareholders in 2012
The General Meeting of Shareholders is the Company’s
supreme governing body. Competence of the General
Meeting of Shareholders is defined by the Company
Charter in accordance with the Federal Law on Joint-Stock
Companies. Company shareholders participate in management by taking decisions at General Meetings of Shareholders. The procedure for calling and holding a General
Meeting of Shareholders is prescribed by the Company
Charter and Statute on the General Meeting of Shareholders of JSC Aeroflot.
The Annual General Meeting of Shareholders, held on June
25, 2012 approved the following items (Minutes № 32,
dated June 28, 2012):
• Order of the day, regulations on conduct of voting,
membership of working bodies of the General Meeting
of Shareholders of JSC Aeroflot.
• The Annual Report of JSC Aeroflot for 2011.
• Annual financial accounts, including the profit and loss
account, of JSC Aeroflot for the 2011 financial year.
• Distribution of income of JSC Aeroflot for the 2011
financial year, including payment (announcement) of
dividends.
• Payment of dividends of RUB 1.8081 per share in cash
on JSC Aeroflot shares for the 2011 financial year in the
period from June 26 to August 24, 2012.
• Election to the Board of Directors of JSC Aeroflot of the
following members: Sergey Vladimirovich Aleksashenko,
Kirill Gennadievich Androsov, Aleksey Andreevich
Germanovich, Igor Vladimirovich Kogan, Igor Arnoldovich Lozhevsky, Aleksey Anatolievich Navalny,
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•

•
•
•
•
•

Gleb Sergeyevich Nikitin, Vitaly Gennadievich Saveliev,
Dmitry Petrovich Saprykin, Aleksander Vasilievich
Tikhonov, Sergey Viktorovich Chemezov.
Election to the Revision Committee of JSC Aeroflot of
the following members: Marina Kimovna Demina,
Sergey Aleksandrovich Pakhomov, Igor Vyacheslavovich
Belikov, Vera Grigorievna Mironova, Aleksey Aleksandrovich Uchenov.
Appointment of JSC BDO audit company as the auditor
of JSC Aeroflot for 2012.
Payment of remuneration due to members of the Board
of Directors.
Amended version of the Charter of JSC Aeroflot.
Amendment to the Statute on the Board of Directors of
JSC Aeroflot.
A number of related party transactions.

Aeroflot Group | Annual Report 2012

6

7

8

9

10

Securities

Risk management

Corporate Social
Responsibility

Financial Report

Appendixes

5.3. Board of Directors
The Board of Directors carries out overall management of
Company business within the limits of its responsibility.
The procedure for calling and holding Board meetings as
well as other activities of the Board are regulated by the
Statute on the Board of Directors of JSC Aeroflot in
accordance with the Federal Law on Joint-Stock Companies. The key priorities in work by the Board of Directors
are to ensure long-term sustainable development of the
Company, supervision of the Company’s executive bodies,
and uncompromising observance and defence of the rights
and lawful interests of shareholders. Achievement of
optimal balance between executive, non-executive and
independent directors in composition of the Board of
Directors is an important objective of Aeroflot’s system of
corporate governance.
The Board of Directors held 14 meetings in 2012, of which
3 were in the form of absentee voting, where it considered
more than 114 items and took more than 300 decisions
falling within its competence.

• improving technologies for communication between the
Company and bodies of Russian federal executive
government by placement of Company data in the
“personal office” facility of the government’s interdepartmental Internet portal for management of state
property;
• design of new internal Company documents and
improvements to existing documents;
• improvement and development of information
technologies;
• ensuring transparency of the Company’s procurement
activities.
The Annual General Meeting of Shareholders approved
amendments to the Charter of JSC Aeroflot and the Statute
on the Board of Directors, by which the time for distributing materials ahead of a meeting of the Board of Directors
was reduced from 15 to 10 days, allowing the Board to give
more rapid consideration to issues of importance for
Aeroflot’s business.

Resolutions by the Board of Directors in 2012 were
designed to address the following priority tasks:
• ensuring flight safety and regularity;
• development of the fleet by the addition of new aircraft;
• definition of business priorities, including development
strategy for the Group’s aircraft fleet and route network,
and establishment of a Far Eastern airline;
• deploying new forms and improved techniques in
operating, financial and marketing business through
modernization, use of advanced technologies, and by
drawing on the experience of the world’s leading
airlines;
• greater operating efficiency at the Company’s branches
and representative offices in Russia and abroad;
• improvement in levels of service to passengers at
airports and on board aircraft, increase in the number
and improvement in the quality of services provided;
• active cooperation with Russian and foreign airline
partners in the SkyTeam Alliance, and use of participation in the Alliance to develop Aeroflot’s route network
and raise the financial efficiency of international flight
operations;
• raising the business efficiency of enterprises, in which
the Company has ownership stakes, and optimizing the
structure of non-core assets, in order to eliminate
unjustified costs and increase investment income;
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Membership of the Board of Directors
№

Prior to the Annual Meeting of
Shareholders

Elected by the Annual Meeting of
Shareholders

1.

S. V. Aleksashenko

S. V. Aleksashenko

2008

2.

K. G. Androsov

K. G. Androsov

2008

3.

S. V. Chemezov

S. V. Chemezov

2011

4.

V. A. Dmitriev

A. A. Germanovich

2012

5.

L. A. Dushatin

I. V. Kogan

2012

6.

K. Yu. Levin

I. A. Lozhevsky

2012

7.

G. S. Nikitin

A. A. Navalny

2012

8.

V. G. Saveliev

G. S. Nikitin

2006

9.

D. P. Saprykin

V. G. Saveliev

2009

10.

A. V. Stolyarov

D. P. Saprykin

2011

11.

A. V. Tikhonov

A. V. Tikhonov

2011
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Membership of the Board of Directors of JSC Aeroflot in accordance with the resolution of the General Meeting
of Shareholders, dated June 25, 2012, Minutes No. 32 (as of December 31, 2012):

Kirill Gennadievich
ANDROSOV

Sergey Vladimirovich
ALEKSASHENKO

Sergey Viktorivich

Born in 1972.

Born in 1959.

Born in 1952.

Graduated from the St. Petersburg Maritime
Engineering University with a Degree in
Economics and Organization of the
Machine-building Industry.

Graduated in 1986 from the Economics
Faculty of Moscow State University. Doctoral
Candidate in Economic Science.

Graduated from the Irkutsk Economics
Institute and completed advanced courses at
the Military Academy of the General Staff of
the Armed Forces of the Russian Federation.

Chairman of the Board of Directors of JSC
Aeroflot.

MBA Degree from Chicago University
Business School.
Doctoral Candidate in Economic Science.
From 2005 to 2008: Deputy Minister of
Economic Development of the Russian
Federation.
From 2008 to 2010: Deputy Head of the
Executive Office of the Government of the
Russian Federation.

Independent Director

From 2006 to 2008: Managing Director of
Merrill Lynch, Chairman of Merrill Lynch.
From 2008 to the present: Director for
Macroeconomic Research at the Higher
School of Economics National Research
University.
Owns 0.0002% of Charter Capital of JSC
Aeroflot.

CHEMEZOV

Doctor of Economic Science.
From 2004 to 2007: CEO of Federal Unitary
Enterprise Rosoboronexport.
From 2007 to the present: CEO of State
Corporation Russian Technologies (the
Corporation is specialized in support for design,
production and export of high-tech industrial
goods).
Does not own shares of JSC Aeroflot.

From 2010 to the present: Managing Partner
of Altera Capital investment fund.
Does not own shares of JSC Aeroflot.
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Aleksey Andreyevich
GERMANOVICH

Igor Vladimirovich
KOGAN

Igor Arnoldovich
LOZHEVSKY

Born in 1977.

Born in 1969.

Born in 1957.

Graduated from the Economics Faculty of
Moscow State University and later from the
Faculty of Journalism of Moscow State
University (second higher education).

Graduated from the Lenin State Teachertraining Institute, majoring in mathematics.

Graduated from Omsk Polytechnical Institute
and the University Of Massachusetts in
Boston.

MBA Degree from Cranfield University (UK).

At present: Chairman of the Supervisory
Board of the Interbank Settlement System
(non-profit partnership), Deputy Chairman of
the Board of Directors of OJSC Nordea Bank,
member of the Supervisory Council of OJSC
Agency for Housing Mortgage Lending.

From 2002 to 2009: Deputy CEO of
Severstal Group, member of the Executive
Board of OJSC Severstal.
From 2009 to 2012: Director of Public Sector
Programmes, Professor at Skolkovo Moscow
School of Management.
From 2012 to the present: Director, member
of the Executive Board, counselor at the
Russian Direct Investment Fund.

Doctoral Candidate in Economics.

Does not own shares of JSC Aeroflot.

Independent Director.

From 2007 to 2008: Chairman of Global
Banking Service and Capital Markets in
Russia and CIS at Dresdener Bank.
From 2008 to 2012: CEO of Deutsche Bank
Group in Russia and CIS.
From 2013 to the present: Deputy Chairman
of Deutsche Bank AG for the countries of
Eastern Europe.
Does not own shares of JSC Aeroflot.

Represents government interests as an
independent director on the boards of a
number of companies in the transport sector:
OJSC State Transport Leasing Company
(May 2012 to the present), OJSC SG-Trans
(June 2011 to December 2012), OJSC
LENMORNIIPPROEKT (June 2011 to May
2012), OJSC Automotive Transport Research
Institute (Chairman of the Board of Directors
from April 2011 to March 2013), etc.
Does not own shares of JSC Aeroflot.
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Aleksey Anatolievich
NAVALNY

Gleb Sergeyevich

Vitaly Gennadievich

Born in 1976.

Born in 1977.

Born in 1954.

Graduated from the Law Faculty of the
Peoples’ Friendship University of Russia and
the Finance and Credit Faculty of the
Financial Academy attached to the Government of the Russian Federation.

Graduated from St. Petersburg University of
Economics and Finance with a Degree in
Finance and Credit, St. Petersburg State
University with a Degree in Law, the Russian
Presidential Civil Service Academy, and
completed a post-graduate course at the
Russian Government Financial Academy.

Graduated from Leningrad Polytechnical
Institute specializing in Construction and
Road-Building Equipment, and from the
Palmiro Togliatti Engineering and Economics
Institute with a Degree in Construction.

Doctoral Candidate in Economic Sciences.

From 2004 to 2007: Deputy Minister of
Economic Development of the Russian
Federation.

Independent Director.

In 2008 established the Minority Shareholders Union (works to protect the rights of
private investors).
From 2010 to the present: Attorney in the
MezhRegion Moscow Bar Association.
From 2011 to the present: Head of the
Foundation for Combatting Corruption.
Does not own shares of JSC Aeroflot.

NIKITIN

From 2006 to 2007: Head of Division at the
Federal Agency for State Property
Management.
From 2008 to 2012: Deputy Head of the
Federal Agency for State Property
Management.
From 2012 to the present: Deputy Minister
for Industry and Trade.
Does not own shares of JSC Aeroflot.

SAVELIEV

Doctoral Candidate in Economic Science.

From 2007 to 2009: First Vice-President,
Head of the Telecommunication Asset
Development Division, First Vice-President
and Head of the Telecommunication Asset
business unit of JSFC Sistema.
From 2009 to the present: Chief Executive
Officer of JSC Aeroflot, Chairman of the
Executive Board of JSC Aeroflot.
Does not own shares of JSC Aeroflot.
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Dmitry Petrovich
SAPRYKIN

Aleksander Vasilievich
TIKHONOV

Born in 1974.

Born in 1957.

Graduated from Moscow State Law
Academy with a Degree in Law and as a
Master of Law (LL.M) from Cornell Law
School, where he also took MBA courses.

Graduated from Kiev Higher Political Institute
for the Navy with a Degree in Political-Military
activities.

Doctoral Candidate in Law.
From 2006 to 2007: CEO of OJSC Moscow
Cellular Telecommunications.
From 2007 to 2009: Director of Transaction
Support, Deputy Head of the Legal Division
of JSFC Sistema.
From 2009 to the present: Deputy CEO of
Aeroflot for Legal and Property Issues.

From 2006 to 2009: Director of the Structural
Reform Department of the Russian Ministry of
Transport.
From 2009 to the present: Director of the
Property Relations and Territorial Planning
Department of the Russian Ministry of
Transport.
Does not own shares of JSC Aeroflot.

Acquired 788,700 shares of JSC Aeroflot, or
0.071% of Charter Capital. The shares were
acquired on 29.12.2012. Together with
previously owned shares, the total stake in
Aeroflot Charter Capital held by Mr Saprykin
is 0.115%.
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5.4. Committees of the Board of Directors
The Board of Directors has set up three specialized
committees for Audit, Strategy, and Personnel and Remuneration. The Committees function in accordance with
respective statutes approved by the Board of Directors.
The Committees act in accordance with decisions of the
Board of Directors and a work plan, which is based on the
work plan of the Board of Directors.

A total of 19 meetings were held by the Committees in
2012, at which matters connected with the business of
JSC Aeroflot were examined and detailed recommendations were issued to the Board of Directors.

Personnel and Remuneration Committee
The Personnel and Remuneration Committee held three
meetings in 2012, of which one was by absentee voting.
Five matters were considered at the meetings, and
recommendations and suggestions were developed and
submitted to the Board of Directors regarding organizational structure of JSC Aeroflot and the amount of remuneration payable to Company management.

Membership of the Personnel and Remuneration Committee as of July 13, 2011 (Minutes No. 1)
1

Kirill Yurievich Levin

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Leonid Alekseyevich Dushatin

Member of the Board of Directors of JSC Aeroflot

3

Gleb Sergeyevich Nikitin

Member of the Board of Directors of JSC Aeroflot

Membership of the Personnel and Remuneration Committee as of June 26, 2012 (Minutes No. 1)
1

Aleksey Andreyevich Germanovich

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance

3

Igor Arnoldovich Lozhevsky

Member of the Board of Directors of JSC Aeroflot

4

Aleksey Anatolievich Navalny

Member of the Board of Directors of JSC Aeroflot

5

Dmitry Petrovich Saprykin

Member of the Board of Directors of JSC Aeroflot
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Strategy Committee
The Committee met seven times in 2011 and considered
10 matters, including management of subsidiaries and
affiliates of JSC Aeroflot, strategy of the Group, establishment of the Far Eastern airline company and membership
in the SkyTeam alliance.

The Strategy Committee is focused on improving the
efficiency of Aeroflot’s business, developing a long-term
development strategy for Aeroflot Group, following up
strategy implementation and making necessary
adjustments.

Membership of the Strategy Committee as of July 13, 2011 (Minutes No. 1)
1

Sergey Vladimirovich Aleksashenko

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Leonid Alekseyevich Dushatin

Member of the Board of Directors of JSC Aeroflot,

3

Andrey Yurievich Kalmykov

First Deputy CEO for Operations and Commerce

4

Giorgio Callegari

Deputy CEO for Strategy and Alliances

5

Shamil Ravilievich Kurmashov

Deputy CEO for Finance and Investment

6

Kirill Yurievich Levin

Member of the Board of Directors of JSC Aeroflot

7

Gleb Sergeevich Nikitin

Member of the Board of Directors of JSC Aeroflot

8

Maksim Yurievich Nilov

Director of Corporate Strategy Department

9

Svetlana Anatolievna Petrova

Counsellor to the Minister of Transport of the Russian Federation

10

Dmitry Petrovich Saprykin

Member of the Board of Directors of JSC Aeroflot

11

Aleksander Vasilievich Tikhonov

Member of the Board of Directors of JSC Aeroflot

12

Sergey Viktorovich Chemezov

Member of the Board of Directors of JSC Aeroflot

Membership of the Strategy Committee as of June 26, 2012 (Minutes No. 1)
1

Igor Arnoldovich Lozhevsky

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Sergey Vladimirovich Aleksashenko

Member of the Board of Directors of JSC Aeroflot

3

Aleksey Andreyevich Germanovich

Member of the Board of Directors of JSC Aeroflot

4

Andrey Yurievich Kalmykov

First Deputy CEO for Operations

5

Giorgio Callegari

Deputy CEO for Strategy and Alliances

6

Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance

7

Maksim Yurievich Nilov

Director of the Corporate Strategy Department

8

Dmitry Petrovich Saprykin

Member of the Board of Directors of JSC Aeroflot

9

Aleksander Vasilievich Tikhonov

Member of the Board of Directors of JSC Aeroflot

10

Sergey Viktorovich Chemezov

Member of the Board of Directors of JSC Aeroflot
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Audit Committee
The Audit Committee held 9 meetings in the reporting year
and submitted recommendations to the Board of Directors to
ensure efficient management and control over the Company’s
financial and business operations. The Committee also made
recommendations concerning financial, commercial and other
risks associated with transactions and operations by Aeroflot

Group companies, as well as accounting arrangements,
financial planning and budgeting.
The Audit Committee carried out selective checks of the
organization and application of internal control procedures.

Membership of the Audit Committee as of July 13, 2011 (Minutes No. 1)
1

Leonid Alekseyevich Dushatin

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Sergey Vladimirovich Aleksashenko

Member of the Board of Directors of JSC Aeroflot

3

Andrey Viktorovich Stolyarov

Member of the Board of Directors of JSC Aeroflot

Membership of the Audit Committee as of June 26, 2012 (Minutes No. 1)
1

Igor Vladimirovich Kogan

Member of the Board of Directors of JSC Aeroflot, Chairman of the Committee

2

Sergey Vladimirovich Aleksashenko

Member of the Board of Directors of JSC Aeroflot

3

Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance

4

Aleksey Anatolievich Navalny

Member of the Board of Directors of JSC Aeroflot

Remuneration of members of the Board of Directors
The procedure for setting levels of remuneration and
paying such remuneration to members of the Board of
Directors is established by the Statute on the Procedure for
Remuneration and Compensation of Expenses of the
members of the Board of Directors of JSC Aeroflot, which
was designed to comply with provisions of the Federal Law
on Joint-Stock Companies, other legal acts of the Russian
Federation, and Company internal documents, and was
approved by the Board of Directors on December 24, 2008
with amendments and additions on October 10, 2011.

The main criterion for determining the level of remuneration
is the degree of participation by members of the Board of
Directors in the work of the Board and of its committees. It
was decided at the Annual General Meeting of Shareholders to pay total remuneration of RUB 18,907,098 for 2011
to members of the Board of Directors who are not state
officials. The sum has been paid in full.
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5.5. Executive Board
The Company’s day-to-day business is directed by its
principal officer and collective executive body, i.e. the CEO
and Executive Board. The CEO is also the Chairman of the
Executive Board. The rights and duties of the CEO and
Executive Board in directing the Company’s day-to-day
business are defined by the Federal Law on Joint-Stock
Companies, the Aeroflot Charter and the Statute on the
Executive Board.
Appointment and early termination of the authorities of the
Executive Board are subject to decision by the Board of
Directors. The Board of Directors can at any time change
the numbers and membership of the Executive Board and
can also terminate the authorities of the CEO ahead of
schedule. The CEO and Executive Board ensure implementation of decisions by the General Meeting of Shareholders
and the Board of Directors.
The Executive Board of JSC Aeroflot held 18 meetings in
2012, deciding on the following items:
• main aspects of the business strategy of JSC Aeroflot,
Aeroflot Group as a whole and each of its subsidiaries
and affiliates;
• flight safety;
• the procedure for application by Aeroflot of voluntary
mechanisms of environmental responsibility;
• creation of a back-up data center;
• training of pilots at civil aviation schools, in order to
address shortages of pilots;
• strategy for raising Company capitalization and increasing liquidity of the shares of JSC Aeroflot;
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• business activities (sale of air transport services,
management of subsidiaries and merged companies,
developing the aircraft fleet and route network, opening
of regular flights, and the work of JSC Aeroflot branches
and representative offices);
• innovative technologies, development of in-flight
Internet;
• inventory procurement for JSC Aeroflot;
• Aeroflot advertising concepts for the Russian and
foreign markets;
• charity activities and social responsibility;
• naming of aircraft after eminent citizens of Russia;
• suggestions for outside events to mark Aeroflot’s 90th
anniversary;
• arranging sales of Aeroflot branded merchandise at
sales offices;
• participation in working groups of the Russian Union of
Industrialists and Entrepreneurs, the Russian Ministry of
Economic Development, etc.
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Membership of the JSC Aeroflot Executive Board as of December 31, 2012

Vitaly Gennadievich
SAVELIEV

Vladimir Nikolaevich
ANTONOV

Vasily Nikolaevich
AVILOV

Born in 1954.

Born in 1953.

Born in 1954.

Graduated from Leningrad Polytechnical
Institute specializing in Construction and
Road-Building Equipment and from the Palmiro
Togliatti Engineering and Economics Institute
with a Degree in Construction.

Graduated from the Moscow Railway
Engineering Institute, with a Degree in Railway
Transport Electrification.

Graduated from Dzerzhinsky Higher Naval
Engineering College with a Degree in Special
Power Generating Units.

From 1995 to the present: Deputy CEO of
Aeroflot for Economic and Aviation Security,
Deputy CEO for Aviation Security, Vice-President for Aviation Security, Deputy CEO for
Aviation and Operating Security, First Deputy
CEO for Operations, First Deputy CEO for
Aviation Security at Aeroflot.

From 1997 to the present: Head of Administration of Aeroflot, Director of the Department of
General Affairs, Deputy CEO and Managing
Director of Aeroflot.

Chairman of the Board.

Doctoral Candidate in Economic Science.
From 2004 to 2007: Deputy Minister of
Economic Development of the Russian
Federation.
From 2007 to 2009: First Vice-President, Head
of the Telecommunication Asset Development
Division, First Vice-President and Head of the
Telecommunication Asset business unit of
JSFC Sistema.

Owns 0.0000002% of Charter Capital of JSC
Aeroflot.

Owns 0.000425% of Charter Capital of JSC
Aeroflot.

From 2009 to the present: Chief Executive
Officer of JSC Aeroflot, Chairman of the
Executive Board of JSC Aeroflot.
Does not own shares of JSC Aeroflot.
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Kirill Igorievich
BOGDANOV

Konstantin Mikhailovich
BUSHLANOV

Giorgio
CALLEGARI

Born in 1963.

Born in 1951.

Born in 1959.

Graduated from Leningrad Polytechnical
Institute with a Degree in Automation and
Telemechanics.

Graduated from Ordzhonikidze Aviation
Institute (Moscow), with a Degree in
Radio-electronic Devices.

Graduated from Turin Polytechnical University
(Turin, Italy) with a Degree in Mining.

From 2004 to 2007: Executive Director of
CJSC Ramaks International.

From 1991 to the present: Expert, Head of the
Protocol Department, Deputy Head of the
Protocol Department, Aeroflot Representative
in Vienna (Austria), General Representative of
Aeroflot in Austria, Head of Department,
Deputy Head of Division and Head of the
Department for Foreign Representative
Offices. Head of the Personnel Department,
Deputy CEO for Human Resources.

From 2007 to 2009: Director of the Development and Control Department of the
Telecommunications Business Unit at JSFC
Sistema.
From 2009 to the present: Deputy Director of
the IT Department, Advisor to the CEO,
Deputy CEO for IT at Aeroflot.
Does not own shares of JSC Aeroflot.
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Owns 0.041% of Charter Capital of JSC
Aeroflot.

From 1990 to 2011: Sales Manager, Vice-President for Sales, Vice-President for Business
Development, Vice-President for Alliances,
Business Development and International
Relations, Deputy Vice-President for Alliances
and Strategy of Alitalia.
From 2011 to the present: Deputy CEO of
Aeroflot for Strategy and Alliances.
Does not own shares of JSC Aeroflot.

Deceased on May 11, 2013.
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Igor Petrovich
CHALIK

Dmitry Yurievich
GALKIN

Andrey Yurievich
KALMYKOV

Born in 1957.

Born in 1963.

Born in 1973.

Graduated in 1979 from the Aktyubinsk Higher
Civil Aviation Flying School, specializing in Air
Transport Operations.

Graduated from the Ordzhonikidze Institute of
Management with a Degree in Management
Organization for Automotive Transport.

From 1994 to the present: Second Pilot of an
Il-86, Second Pilot, Commander, and Pilot
Instructor for А310 aircraft, Deputy Commander of the А310 Flight Detachment of Aviation
Detachment № 1, Commander of the А320
Flight Detachment, Commander of the А330
Flight Detachment of the Flight Operations
Department, Deputy CEO and Director of the
Flight Operations Department, Deputy CEO
and Flight Director.

From 1988 to the present: Manager, Deputy
Head, Head of the Internal Audit Service,
Director of the Internal Audit Department at
Aeroflot.

Graduated in 1996 from the Moscow State
Institute of Radio Technology, Electronics and
Automation with a Degree in Electronic
Devices and Installations.

Owns 0.04171% of Charter Capital of Aeroflot.

Owns 0.000003% of Charter Capital of JSC
Aeroflot.

From 2006 to 2007: Commercial Director, CEO
of LLC SunExpress Travel.
From 2007 to 2008: CEO of Sunrise Asset
Management.
From 2008 to 2010: Assistant to the Minister
of Transport of the Russian Federation.
From 2010 to the present: Deputy CEO for
Commerce, Deputy CEO for Operations and
Commerce, First Deputy CEO for Operations
and Commerce, First Deputy CEO for
Operations at Aeroflot.
Owns 0.036% of Charter Capital of JSC
Aeroflot.
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Shamil Ravilievich
KURMASHOV

Georgy Nikolaevich
MATVEYEV

Igor Viktorovich
PARAKHIN

Born in 1978.

Born in 1953.

Born in 1961.

Graduated from the Moscow State Institute of
International Relations with a Degree in
International Economic Relations.

Graduated from the Academy of Civil Aviation
with a Degree in Air Transport Operations
(specialized as a pilot engineer).

Graduated from the Moscow Institute of Civil
Aviation Engineers with a Degree in Operation
of Aircraft and Aircraft Engines.

Doctoral Candidate in Economic Science.

Doctoral Candidate in Technical Science.

From 2004 to 2007: Deputy CEO for Finance
and Investment at JSFC Sistema.

From 2001 to the present: Deputy Head of the
Flight Safety Inspectorate, Deputy Director of
the Flight Safety Department , Director of the
Flight Safety Department.

From 2001 to 2011: Head of Programme,
Deputy Director of the Aviabusiness Higher
Business School.

From 2007 until 2009: Director of the
Investment Department, Deputy Head of the
Finance and Investment Division of JSFC
Sistema Telecommunications.
From 2009 to the present: Advisor to the CEO,
Deputy CEO for Finance and Investment,
Deputy CEO for Commerce and Finance at
Aeroflot.

Does not own shares of JSC Aeroflot.

From 2011 to the present: Acting Technical
Director, Technical Director, Deputy CEO and
Technical Director at Aeroflot.
Owns 0.000007% of Charter Capital of
Aeroflot.

Does not own shares of JSC Aeroflot.
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Dmitry Petrovich
SAPRYKIN

Vadim Yakovlevich
ZINGMAN

Born in 1974.

Born in 1970.

Graduated from Moscow State Law Academy
with a Degree in Law and as a Master of Law
(LL.M) from Cornell Law School, where he also
took MBA courses.

Graduated from St. Petersburg University of
Economics and Finance with a Degree in
Economics.

Doctoral Candidate in Law.
From 2006 to 2007: CEO of OJSC Moscow
Cellular Telecommunications.
From 2007 to 2009: Director of Transaction
Support, Deputy Head of the Legal Division of
JSFC Sistema.
From 2009 to the present: Deputy CEO of
Aeroflot for Legal and Property Issues.
Acquired 788,700 shares of JSC Aeroflot, or
0.071% of Charter Capital. The shares were
acquired on 29.12.2012. Together with
previously owned shares, the total stake in
Aeroflot Charter Capital held by Mr Saprykin is
0.115%.

Doctoral Candidate in Economic Science.
From 2001 to 2008: Deputy Director of the
Department for Government Regulation of
Foreign Trade Activity at the Ministry of
Economic Development and Trade of the
Russian Federation.

Aleksander Koldunov, Director of Aeroflot’s
Flight Safety Department, left the Executive
Board on November 29, 2012. On November
29, 2012 a new member, Georgy Matveyev
(Director of the Flight Safety Department) was
appointed to the Board.
Information on acquisition and disposal of JSC
Aeroflot shares by members of the Executive
Board is provided in the Appendix.

From 2008 to 2009: Director of the Government Relations Department at JSFC Sistema.
From 2009 to the present: Advisor to the CEO,
Deputy CEO for Customer Relations, Deputy
CEO for Operations and Quality Management
at Aeroflot.
Owns 0.094% of Charter Capital of JSC
Aeroflot .
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Remuneration of the Executive Board
The system for remuneration of Executive Board members,
as well as for remuneration of all other Company personnel, is structured in a way that enables Aeroflot to attract
and retain highly qualified specialists while at the same
time making remuneration levels dependent on the
Company’s overall business results. The incentive component of remuneration to senior managers in 2011 was
calculated in compliance with the system of performancerelated bonuses, tied to key performance indicators (KPI),
as regulated by the Statute on Bonus Payments to Managers and Specialists of Aeroflot (Order of the CEO № 30
dated February 2, 2011). In accordance with the Statute,
the incentive component of salary payment to Executive
Board members is determined on the basis of achievement
of key performance indicators approved for the respective
reporting period.
The key performance indicators for Executive Board
members relate to overall financial and economic efficiency
of Company business (ROIC, EBITDAR, net income, etc.),
operating indicators, and other criteria of business quality
and efficiency.

88

Remuneration for all members of the Executive Board in
2011 was linked to achievement of savings in purchase of
goods (works, services) per unit of production. This was in
compliance with an instruction by the Russian Government
to state-owned companies and companies controlled by
the state to reduce their spending on purchases per unit of
production by at least 10%.
Pursuant to a decision by the Government Committee on
High Technologies and Innovations (Minutes No. 1, dated
January 30, 2012), remuneration for members of the
Executive Board of JSC Aeroflot was also linked to the
following indicators in 2012: “Achievement of Research
and Development Targets” and “Innovation Projects
Implemented and In Progress”.
Total remuneration (including salary and bonuses) paid to
members of the Executive Board for 2012 was RUB
280,038,333.61.
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5.6. Committees of the Executive Board
The Executive Board has four permanent committees, the
purpose of which is to prepare recommendations and
proposals for improving the Company’s business
efficiency:
• Committee for Finance and Investments;
• Committee for Innovative Development;
• Management Committee for Implementation of SAP ERP;
• Steering Committee for Strategy Implementation.

The work of the committees is governed by current
Russian law, decisions of the Company’s Board of Directors, other regulatory documents of the Company, rules
and procedures imposed by the Company, and statutes on
the committees.

Committee for Finance and Investments
Functions and tasks of the Committee for Finance and
Investments include expert review and assessment of
investment projects, taking decisions to suspend such
projects, design of proposals for implementation of
initiatives related to the Company’s financial, economic and

commercial policies, coordinating main aspects of financial
and investment activities by organizational divisions and the
Company as a whole, as well as considering the Company’s mid-term and long-term development scenarios.

Membership of the Committee
Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance, Chairman of the Committee

Dmitry Petrovich Saprykin

Deputy CEO for Legal and Property Affairs

Andrey Yurievich Kalmykov
Dmitry Yurievich Galkin

Aleksander Georgievich Noskov
Svetlana Leonidovna Arkhipova
Ilya Aleksandrovich
Tonkonozhenko

First Deputy CEO for Operations

Director of the Internal Audit Department

Director of the Economic Security Department

Director of the Department for Financial Planning and Analysis

Deputy Director of the General Affairs Department for Control of Execution of Instructions,
Executive Board Secretary (Committee Secretary)

Committee for Innovative Development
Functions and tasks of the Committee for Innovative Development include examination of innovation projects, assessing
their effectiveness and monitoring their implementation with
assistance from specialist departments and outside experts,
submitting interim reports on implementation of such projects,

deciding on their suspension, setting time limits for preparing
and presenting materials on innovative development for
consideration of such materials by the Committee and the
Executive Board of JSC Aeroflot.

Committee composition
Vitaly Gennadievich Saveliev

Andrey Aleksandrovich PolozovYablonsky

CEO, Chairman of the Committee
Deputy Chairman of the Committee, Advisor to the CEO

Kirill Igorevich Bogdanov

Deputy CEO for IT

Andrey Yurievich Kalmykov

First Deputy CEO for Operations

Vadim Yakovlevich Zingman

Deputy CEO for Customer Relations
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Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance

Igor Viktorovich Parakhin

Deputy CEO, Technical Director

Dmitry Petrovich Saprykin
Oleg Leonidovich Volkov

Aleksey Yurievich Gromakov
Maksim Yurievich Nilov
Ilya Aleksandrovich
Tonkonozhenko

Deputy CEO for Legal and Property Affairs
Director of the Department for Operation of Application Systems
Director of the Procurement Management Department
Director of the Corporate Strategy Department

Deputy Director of the General Affairs Department for Control of Execution of Instructions,
Executive Board Secretary, Committee Secretary

Management Committee for Implementation of SAP ERP
such projects and on their suspension for any reason. The
Committee is also responsible for carrying out expert review
of project progress and results with assistance from
specialist departments and outside experts.

Functions and tasks of the Committee for Implementation of
SAP ERP incude analyzing ERP performance, examining
projects and programmes to create software complexes,
setting requirements on the format and quality of materials
provided, initiating and carrying out new SAP ERP implementation projects, and taking decisions on the budgets of

Membership of the Committee
Vitaly Gennadievich Saveliev

CEO, Chairman of the Committee

Konstantin Mikhailovich
Bushlanov

Deputy CEO for Human Resources

Vasily Nikolaevich Avilov

Deputy CEO, Managing Director

Kirill Igorevich Bogdanov

Deputy CEO for IT

Shamil Ravilievich Kurmashov

Deputy CEO for Commerce and Finance

Vadim Yakovlevich Zingman
Andrey Yurievich Kalmykov
Igor Victorovich Parakhin

Dmitry Petrovich Saprykin
Andrey Pavlovich Trusov
Dmitry Yurievich Galkin

Aleksey Yurievich Sladkov

Deputy CEO for Customer Relations
First Deputy CEO for Operations
Deputy CEO, Technical Director

Deputy CEO for Legal and Property Affairs
Chief Accountant

Director of the Internal Audit Department

Director of the Information Systems Department, Committee Secretary

Steering Committee for Strategy Implementation
The Steering Committee for Strategy Implementation has
been set up to ensure efficient coordination during implementation of the programme for integration of Aeroflot
Group airlines. Accordingly, the tasks of the Committee

include making key decisions as part of the programme,
evaluating success in implementation of programme
stages, defining new programme objectives, and adjusting
existing objectives.

Membership of the Committee
Vitaly Gennadievich Saveliev

CEO, Chairman of the Committee

Killi Igorevich Bogdanov

Deputy CEO for IT

Andrey Yurievich Kalmykov
Konstantin Mikhailovich
Bushlanov

First Deputy CEO for Operations

Deputy CEO for Human Resources

Vadim Yakovlevich Zingman

Deputy CEO for Customer Relations

Dmitry Petrovich Saprykin

Deputy CEO for Legal and Property Affairs

Shamil Ravilievich Kurmashov
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5.7. Revision Committee
The Revision Committee exercises control over financial
aspects of the business of JSC Aeroflot. The Committee
carries out its work on the basis of the Company Charter
and Statute on the Revision Committee, auditing the
Company’s financial processes in order to achieve a
reasonable level of confidence that Aeroflot’s business

does not contravene current Russian legislation and
accords with the interests of shareholders.

Igor Vyacheslavovich

Aleksey Aleksandrovich

Born in 1956.

Born in 1986.

BELIKOV

On June 25, 2012 the Annual Meeting of Shareholders
elected the following membership of the Revision
Committee.

UCHENOV

Graduated from Voronezh State University with a Degree in History and

Graduated from the State University of Management with a Degree in

Qualifications of the Financial Academy attached to the Government of

From 2007 to the present: 1st Category Specialist, Main Specialist, Expert,

English, and in 1996 from the Institute of Further Training and New
the Russian Federation (majoring in Banking, Insurance and the
Securities Market).

Has served as member of the boards of directors of the Russian compa-

State and Municipal Management.

Consultant, Advisor of the Management Division, Deputy Head of Division,
Head of Division at the Federal Agency for State Property Management.

nies Acron, LUKoil, Sibirtelecom, North-West Telecom, South Telecom,
AstrakhanEnergo and others, as well as on audit committees and as a
senior official at some of these companies.

Holds a diploma in general audit from the Ministry of Finance of the

Sergey Aleksandrovich
PAKHOMOV

Russian Federation and diploma in corporate governance from Schulich

Born in 1983.

Doctoral Candidate in History

with a Degree in Law.

School of Business of York University (Toronto, Canada).

From 2002 to the present: Director of the Russian Institute of Directors.

Marina Kimovna
DEMINA

Born in 1962.
Graduated from the Moscow Institute of Railway Engineering with a
Degree in Accounting and Business Analysis.

Graduated from Moscow State University of Geodesy and Cartography
Doctoral Candidate in Law.
Master of Business Administration.
From 2004 to 2012: 1st Category Specialist, Main Specialist, Consultant,

Advisor, Head of Division, Deputy Head of Division at the Federal Agency
for State Property Management.

From 2012 to the present: Head of Division for Control over Urban Planning
and Property Relations in the City Control Committee of the Moscow City
Government.

From 1992 to the present: First-category Accountant and Auditor, Chief

Accountant, Deputy Head of Section, Deputy Manager of the Internal Audit
Service, Deputy Director of the Internal Audit Department at JSC Aeroflot.

Vera Grigorievna
MIRONOVA
Born in 1950.

Graduated from All-Union Correspondence Institute of the Food Industry
with a Degree in Industrial Planning.

From 2006 to 2010: Head of Division of Economics and Development
Programmes at the Russian Federal Aeronavigation Service

From 2010 to 2012: Head of the Division for Financial Support, Budget
Planning and Reporting at the Federal Air Transport Agency.
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Revision Committee Report
In compliance with the Statute on the Revision Committee,
the information contained in annual financial statements for
2012, including the profit and loss account and other
documents intended for presentation at the Annual General
Meeting of Shareholders, has been audited. The Revision
Committee also carried out a comparative analysis of
change in indicators that characterize efficiency of the
Company’s financial and business activities in 2010-2012.
The Committee prepared and approved an opinion as a
result of the audit.
The opinion contains an analysis of the Company’s balance
sheet and financial results, and reflects changes in the
balance sheet structure and main factors that determined

these changes, as well as evaluation of a number of areas
of the Company’s business (purchasing practices, legal
compliance). The Revision Committee gave recommendations with respect to results of the audit of accounts, in
order to improve the efficiency of Company business,
increase profitability and reduce expenses.
The opinion is positive and the Revision Committee stated
its confidence that Company reporting is accurate in
principal and that the Committee has no material reasons
for refusing to approve the data, which are contained in the
balance sheet and profit and loss account of JSC Aeroflot –
Russian Airlines as of December 31, 2012.

Remuneration to members of the Revision Committee
No salary or other kind of material remuneration was
envisaged or paid to members of the Revision Committee
in 2012.
Internal audit
Internal audit assesses the Company’s internal control
system as regards accuracy of information, compliance
with legislation and applicable accounting procedures,
safeguarding of assets, efficiency and performance of the
Company’s divisions, representative offices and branches.
Examination and analysis of primary documents at Company divisions in the course of audits enables selection and
definition of procedures for internal management control at
various levels of management, and helps to obtain information on how the business processes are organized and how
financial accounts are prepared.

Internal audit is exercised by the Internal Audit Department, which is directly answerable to the CEO of JSC
Aeroflot.
The Department carried out 37 reviews (audits) in 2012 and
prepared relevant opinions (acts) as a result of these
reviews. Recommendations and proposals were prepared
on the basis of the reviews in order to raise the business
efficiency of structural divisions, representative offices and
the Company as a whole, to optimize operating costs and
protect Company assets.

External audit
Audit of the financial statements of JSC Aeroflot for 2012
was carried out:
• According to Russian Accounting Standards by the
auditing firm CJSC BDO.
• According to international financial reporting standards
by ZAO KPMG.
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5.8. Information disclosure
Aeroflot strives to adhere to the best practices of disclosure and strictly complies in this area with the requirements of Russian law, including:
• the Federal Law on Joint-Stock Companies;
• the Federal Law on the Securities Market;
• the Federal Law on Combating Illegal Use of Insider
Information and Market Manipulation and Amending
Individual Legislative Acts of the Russian Federation;
• Regulations for Information Disclosure (as approved by
Order of the Federal Service for Financial Markets on
October 4, 2011, № 11–46).
In organizing disclosure the Company also takes into
account rules prescribed by market makers on the Russian
securities market, recommendations of the Code of
Corporate Conduct prepared by the Federal Commission
on the Securities Market, and its own Statute on Corporate
Information Policy.

Boston and involved representatives from more than 20
funds.
• Participation in “one-on-one” investor meetings at
investment conferences and forums organized by
Deutsche Bank, Sberbank of Russia and Troika Dialog,
Bank of America Merrill Lynch and UBS.
• Working meetings between management and the
Company’s shareholders and investors.
In 2012 the Company’s information disclosure efforts were
highly rated by the Moscow Exchange at the 15th Annual
Competition of Annual Reports:
• The Company’s Annual Report for 2011 in English won
the category “Best Annual Report in English”.
• The Company’s Annual Report for 2011 in Russian came
second in the category “Best Disclosure of Information
in an Annual Report by Companies with Capitalization
between RUB 10 and 100 billion”.

The Company ensures timely disclosure of information
about its business results, material facts, information that
could influence the share price, lists of affiliated parties,
and quarterly and annual reports. Aeroflot has a rating from
Fitch Ratings agency, which confirms the high level of
financial transparency achieved by JSC Aeroflot.
As part of work to improve disclosure and increase
investment appeal, briefings were held in 2012 for representatives of the investment community to coincide with
release of consolidated financial results of Aeroflot Group
for 2011, the first half-year and nine months of 2012. The
representatives of more than 20 investment companies
and banks took part in these events.
Other important interactions with the investment community in 2012 included:
• A series of meetings between Company management
and representatives of major international funds (road
show). The meetings took place from September 11 to
September 18 in Stockholm, London, New York and
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6.1. Share capital
Charter capital of JSC Aeroflot as of December 31, 2012
amounted to RUR 1,110,616,299, consisting of
1,110,616,299 common registered uncertified shares with
par value of 1 ruble. The Company does not have preferred shares.
State registration numbers of Aeroflot common share issues
are: 73-1p-5142 (dated June 22, 1995); and 1-02-00010-А
(dated February 1, 1999). The issues were united by Decree
№ 04-168/p of the Federal Securities Commission, dated
January 23, 2004, as a result of which the issues of Aeroflot
common shares were given state registration number
1-01- 00010-А, dated January 23, 2004.

The total number of shareholders of Aeroflot on December
31, 2012 was 10,881 (29 legal entities and 10,852 individuals), compared with 10,946 on December 31, 2011 (30
legal entities and 10,916 individuals).
The register of shareholders of JSC Aeroflot is kept by
CJSC Computershare Registrar (License № 10-000-100252). Details of the register holder are given in the
“Contacts” section at the end of this Report.

In addition to shares outstanding, the Company has the
right to issue a further 250 million common shares (authorized shares). No additional shares were issued in 2012.

Structure of share capital
6.80
Russian Federation
Legal Entities
Individuals

42.03
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Information on main shareholders of JSC Aeroflot as of December 31, 2012
As of 31.12.2011
Holders

Status*

As of 31.12.2012

Change
of stake
in share
capital,
percentage points

Number of
shares

Stake in share
capital, %

Number of
shares

Stake in share
capital, %

1,033,827,304

93.09

1,033,827,304

93.18

+0.09

O

568,335,339

51.17

568,335,339

51.17

–

N

166,261,161

14.97

294,542,434

26.52

+11.55

N

127,448,041

11.48

–

–

–

O

65,913,307

5.93

–

49,690,915

22,688,599

4.47

2.042

–1.46

+2.042

O

39,409,323

3.55

16,720,724

1.51

–2.04

CJSC ING Bank (Eurasia)

N

23,293,258

2.10

46,820,781

4.22

+2.12

CJSC Citibank

N

10,115,220

0.91

13,476,959

1.21

+0.3

N

8,871,168

0.80

3,589,507

0.32

–0.48

O

4,472,711

Legal entities of which:
Russian Federation (through
the Federal Agency for State
Property Management)

CJSC National Settlement
Depository
CJSC Depository Clearing
Company
LLC Aeroflot-Finance

LLC Aviacapital-Service

Russian Technologies State
Corporation

LLC Deutsche Bank

LLC J.P. Morgan Bank
International

JSC Aeroflot Russian-Airlines

CJSC UniCredit Bank
Individuals

O

N

N

–

18,997,000

1.71

0.40

19,014,800

–

1.71

–

–

–

614,050

0.055

147,400

0.013

–0.042

76,788,995

6.91

75,492,115

6.8

–0.11

* O – owner, N – nominee.
** Holdings of legal entities not included in this table represent less than 0.5% of JSC Aeroflot Charter Capital
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Aeroflot shares, depositary receipts and bonds are traded on
the stock market. The Company’s common shares and
exchange bonds are traded on the Russian stock market,
and global depositary receipts (GDRs) issued on Aeroflot
common shares are traded on foreign markets.
Shares of Aeroflot are traded on the Moscow Exchange,
where as at December 31, 2012 they are included in the A1
(highest) listing under the AFLT ticker and trade in the main
section as well as in the Classica and Standard sections of
the market. Aeroflot shares are included in the main Russian
stock indexes: MICEX, MICEX MC (standard cap share
indexes) and the RTSI and RTS2 (“second-tier” index).

Average trading volumes on the Moscow Exchange

100

83.2
1,363

80

66.1

60
40
20

There was further growth of Aeroflot shares trading volumes
on the Moscow Exchange in 2012, when volumes rose by
more than 11% in comparison with 2011, from a daily
average of 1.364 million to 1.508 million shares.

1,508

1 500

69.5
1000

845

626

500

23.2

2009

2010

2011

2012

Average daily volume, million rubles

Average daily volume, thousand shares

Maximum and minimum market price per share
Maximum, roubles

2012

2011

30.03

44.23

55.85

Minimum, roubles

2010

81.8

84.86

50.96

Динамика рыночной цены акций в сравнении
Aeroflot
share
price за
and2012
the MICEX
с индексом
ММВБ
год (%)index in 2012 (%)

+2.1%

MICEX index

Market price per share, rubles
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December

November

October

September

August

July

June

May

April

March

February

January

-11.9%

2009

52.92

20.13

2008

108.33

27.38

Company capitalization as of December 31, 2012 was RUB
50.34 billion (USD 1.65 million), which is 9.9% less than on
December 31, 2011 (the decline in USD terms was 5.2%).
2012 was a challenging year for the European share
markets, including the air transport sector. Prices for
Company shares were much influenced throughout the
year by macroeconomic factors (economic instability and
aggravation of the debt crisis in Europe). The Company’s
financial indicators and capitalization indicators were also
negatively impacted by rising prices for aviation fuel.
The market was naturally cautious regarding substantial
changes in the structure of the Group and acquisition of
airline assets with varying development levels and market
positions. Changes in corporate structure on such a large
scale often exert additional pressure on a company’s
financial position and, following this logic, many analysts
lowered their forecast for Aeroflot’s financials in 2012.
However, actual operating and financial results for the year
show that the Company successfully integrated new
assets while improving its operating performance and
maintaining a strong financial position. Medium- and
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Aeroflot share price and Bloomberg airline indexes
Динамика
рыночной цены акций компаний в сравнении с
in 2012, %
авиационными индексами агентства Bloomberg
за 2012 год, %

Aeroflot shares are traded outside Russia via global
depositary receipts (GDRs) at the over-the-counter section
of the Frankfurt Stock Exchange. One GDR represents 100
common shares. Deutsche Bank Trust Company Americas
acts as depository bank and LLC Deutsche Bank is the
custodian. A total of 19,014,800 shares were converted
into GDRs as of December 31, 2012, representing 1.71% of
Charter Capital.

+56%

+15%

December

November

October

September

August

July

June

May

April

March

-6%
February

Reduction of capitalization in 2012 was also partly due to
apprehensions about impact on Aeroflot’s operating and
financial indicators from the liberalization of international
routes in May-June 2012. However, a significant decline
of the Company share price in May-June 2012 was
followed by relative stability in the rest of the year.
Corporate news in the second half of 2012 did not cause
any significant fluctuations in the share price. The market
welcomed the decision, made in 2012, to pay dividends
for 2011. The dividends of RUB 1.8081 per share were
67% higher than for 2010, and this helped to increase
Aeroflot’s investment appeal.

January

long-term synergies from the asset merger will help
Aeroflot to expand its market presence and improve its
financial indicators, having positive impact both on the
overall business and on market ratings.

BEUAIRL Index
BWAIRL Index
AFLT (USD)

Preliminary work was carried out in 2012 to change the
number of shares per GDR to 5:1 in order to achieve higher
GDR liquidity (this initiative will be completed in 2013) and
also to implement a programme of American depositary
receipts (ADRs) in order to simplify investments in Aeroflot
for American investors.

GDR details
Programme type

Sponsored Level-1 Global Depositary Receipts (GDRs)
under Regulation S and Rule 144а

Ratio (shared: GDR)

100 : 1

Ticker

AERZF, AERAY

ISIN

US0077712075, US0077711085
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6.2. Bonds
Exchange bonds of JSC Aeroflot are traded on the Moscow Exchange, where they are included in the A1 (highest)
List, and the bonds are also included in the Lombard List of
the Central Bank of Russia (a list of securities which are
acceptable as collateral for direct repo transactions).
Coupons on Aeroflot’s exchange bonds were paid in full
and on schedule in 2011:

• April 9, 2012: payments of RUB 231,840,000 (two
hundred and thirty-one million eight hundred and forty
thousand rubles) for the fourth coupon period;
• October 8, 2012: payments of RUB 231,840,000 (two
hundred and thirty-one million eight hundred and forty
thousand rubles) for the fifth coupon period.

Bonds of JSC Aeroflot
Number of
bonds issued

Nominal value,
rubles

Coupon,
%

Redemption
date

Offer

Fitch credit
rating

Aeroflot BO-01

6,000,000

1000

7.75

2013-04-08

–

BB+

Aeroflot BO-02

6,000000

1000

7.75

2013-04-08

–

BB+

Type

Full name

Exchange
bonds

Exchange
bonds

The bonds were placed in 2010 in order to refinance a loan
taken for buy-back of the Company’s own shares, which
were in turn exchanged for the shares of six airlines
belonging to State Corporation Russian Technologies.
In March 2012 the international rating agency, Fitch
Ratings, confirmed for a third time the ratings which it
assigned to JSC Aeroflot, as follows:
• The long-term issuer rating in foreign currency was
confirmed at a level of BB+, with Stable outlook.
• The long-term issuer rating in the national currency was
confirmed at a level of BB+, with Stable outlook.
• The national long-term rating was confirmed at a level of
AA (rus), with Stable outlook.

100

Aeroflot Group | Annual Report 2012

6

7

8

9

10

Securities

Risk management

Corporate Social
Responsibility

Financial Report

Appendixes

6.3. Dividend policy
On June 24, 2013 the Annual General Meeting of Shareholders of JSC Aeroflot approved payment of RUB 1.1636
per share as dividends for 2012.

In June 2012 shareholders approved the decision to pay
cash dividends of RUB 1.8081 per share for results of the
2011 financial year. The payments were made between
June 26 and August 24, 2012.
Dividends for 2011 paid to the Federal Budget amounted to
RUB 1,027,607,126.45. The Company has no dividend
payments outstanding to the Federal Budget.

Total accrued dividends,
RUB

Total amount actually
paid, RUB*

2007

1,518,212,482.57

1,517,862,099.15

1,110,616,299

1.367

2008

199,910,243.16

199,877,268.3

1,110,616,299

0.1818

2009

388,382,542.36

388,345,850.76

1,110,616,299

0.3497

2010

1,205,129,746.04

1,205,034,205.64

1,110,616,299

1.0851

2011

2,000,018,000.00

1,999,802,662.09

1,106,143,588**

1.8081

Dividend period

Number of shares at
Dividends per share, RUB
cutoff date

* The reason for inconsistency between the amounts accrued and
the amounts actually paid is that the shareholder register of JSC Aeroflot lacked
current payment details of some shareholders as of the payment date.
** according to Paragraph 6 Article 76 of the Federal Law on Joint-Stock Companies (№208, 26.12.1995),
shares purchased by the Company are transferred to its disposal. The abovementioned shares do not represent voting rights,
are not included in vote counts, dividends are not accrued on these shares.

Share of net income paid out as dividends
and actual dividend amount

25

25

1.81

25

2

26

19

20

1.37

15

1.16

1.08

1

10

10

3

5

0.35

0.18
2007

2008

2009

2010

2011

2012

Share of net income, %

Dividends per share, rubles
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Aeroflot implements a balanced risk
management policy that enables the Company
to significantly reduce or fully eliminate
the impact of risks on its operations and
financial performance.

Description of Risks
The Company divides all risks into four main groups:
financial, operating, legal, and business risks.
Classification of risks

Financial

Manageable risks

• Currency
• Interest-rates
• Pricing

Partly manageable risk

Non-manageable risk

Credit risk

Aviation risks:
• Operational
• Civil liability
• Military
Non-aviation risks:
• Medical
• Accidents at work

Other operating risks

Internal risks:
• Fraud
• Industrial dispute
• Information security

Business

Legal

Operating

Liquidity
risk

104

External risks:
• Flight disruption
(unscheduled landing)
• Weather

Legislative risks
Geopolitical risks

Demand fluctuation
Reputational risk

Strategic risk
Strategic risk
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Financial risks
The Company’s financial risks include:
• Market risk
• Credit risk
• Liquidity risk
Market risks

Aeroflot considers the following market risks to be the
most substantial:
Price risk, which refers mainly to prices for aviation
fuel, which are linked to world oil prices. Aviation fuel
accounts for more than 30% of total Company expenditures, and an increase in aviation fuel prices by 1% per
year on average increases Aeroflot’s total expenditure
by almost RUB 500 million. The Company hedges a
part of its fuel price risks. At the end of 2012 prices for
about 20% of the total monthly consumption of aviation
fuel were hedged.
Currency risk, which arises due to exchange rate
fluctuations and can have material impact on financial
results of the Company, since the Aeroflot sales
network consists of agencies located in different
countries, which carry out settlement in different
currencies. At the end of 2012 exchange rates were in
favour of the Company (strengthening of the euro,
weakening of the dollar). The Company hedged a
substantial share of its foreign currency income in 2012.
Interest-rate risk is the risk of exchange rate changes,
which can lead to increase in the cost of borrowing
(increase of Company spending on interest payments).
In order to reduce its exposure to interest-rate risks,
the Company carried out an interest-rate swap transaction in 2011 for transfer of a floating LIBOR rate to a
fixed rate. The instrument currently covers about 30%
of the Company’s total leasing portfolio. The impact of
interest-rate risks on Company business is judged to be
minimal, but the risks of interest rate increases remain
in force for 2–3 years.

Credit risk

Credit risk arises in situations when counterparties are
unable to meet their financial obligations to Aeroflot.
Aeroflot minimizes its risks associated with air transport sales
by using a systematic approach to credit risk management
based on methods for identification of potential credit risk,
which have been developed by the Company. These include:
• methods for calculating the amount of financial security
in sales of transportation services and for calculation of
Aeroflot’s credit risk;
• methods for calculating limits for credit institutions,
which provide a service to Aeroflot and which issue
guarantees for the Company;
• methods for rating of agents, which sell passenger
transportation services in Russia.
These methods are consistently applied to Aeroflot’s entire
agent network and may also be applied with respect to
electronic sales through agents using the Transport
Clearing Chamber and BSP sales systems, who make
bilateral settlements or carry out settlement through the
IATA clearing center.
The Company constantly monitors the financial situation of
agents in order to ensure efficient management of credit
risks. Forms of financial security used in sales of air
transportation services through the agent network include
bank guarantees and deposits.
Liquidity risk

Liquidity risk refers to possible inability by the Company to
perform its obligations to counterparties.
Aeroflot’s financial departments follow a carefully planned
schedule of cash inflow and outflow in order to identify
shortfalls in advance and rectify them through short-term
borrowing from the Company’s partner banks.
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Aeroflot carried out a number of measures during 2012 in
order to enhance liquidity:
• limits were increased on credit, deposit and conversion
transactions with financial institutions;
• more banks were added to the list of institutions, with
which short-term credit, deposit and conversion

transactions can be executed using the Reuters Dealing
system;
• the financial activities of Aeroflot offices in Russia were
centralized, and payments through offices abroad were
centralized to the maximum possible extent.

Operating risks
Aeroflot works efficiently to address operating risks,
minimizing possible losses due to faults in internal processes, the actions of employees, failures of automatic systems
or outside factors. The Company insures the bulk of its
operating risks, which can be roughly divided between
aviation and non-aviation risks. Risks that cannot be insured
against are classified by their origin as internal or external.
Aviation risks

Aviation risks include operational risk, civil liability risk
and military risks. All aviation risks are subject to
insurance. Spending on insurance of aviation risk
represents over 2/3 of total insurance spending by the
Company.
Operational risk refers to possible damage to aircraft and/or
aircraft parts during operations, as well as possible
technical failure of computer systems, particularly during
flights.
Civil liability risk of an airline refers to risk of liability entailed
by harm to the life and health of passengers, and by
destruction (loss), partial loss or damage (harm) to the
baggage and personal items of passengers.
Civil liability risk of the aircraft owner (operator) refers to
risk of liability entailed by harm to the life, health or
property of third parties.
Civil liability risk of the aircraft owner refers to risk of
liability entailed by harm to the property of a cargo owner
or shipper.
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Military risks refer a broad range of perils associated with
Company flights both inside Russia and to other countries, to which it operates a service. These risks relate
mainly to war, invasion, acts by foreign enemies, military
hostilities, civil war, revolt, revolution, riot, martial law,
military coup or seizure of power or attempted military
coup or seizure of power:
• strikes, civil disorder, civil unrest or labor disputes;
• any acts of a political or terrorist nature by one or
more persons, regardless of whether or not they are
agents of a foreign country and regardless of whether
the losses resulting from their acts are accidental or
intentional;
any malicious acts or acts of sabotage;
• seizure, nationalization, capture, detention, arrest,
appropriation, requisition with a change of title or use
by order of any government (whether civil or military
or existing de facto) or national or local authorities;
• pirate attack or hijack, exercise of unlawful control over
the aircraft or its crew in flight (including any attempt at
such hijack or seizure of control) by any person or group
of persons on board the aircraft, acting without the
consent of the insured party.
Non-aviation risks

Non-aviation risks are risks not related to the operation of
aircraft, but which influence the day-to-day business of the
Company in some manner. They include:
Medical risks are risks related to illness / work-related
illness of Company employees. Medical risks are in second
place by the amount of money spent by the Company on
their insurance, as they require comprehensive voluntary
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medical insurance for all of the Company’s employees.
Insurance of medical risk represents about 30% of total
insurance spending.
Work accident risks. In compliance with the Russian Air
Transport Code, JSC Aeroflot insures against accidents in
the work place and accidents, which may befall air crew,
engineers, technicians, and other employees who provide
flight services while on their way to work. This risk is a
specialized part of medical risk and accounts for about 2%
of total insurance expenses.
Other operating risks subject to insurance include risks
associated with damage to the Company’s motor vehicles
and real estate, and general liability for harm to the health

and property of third parties during preparations for air
transportation, as well as the liability of Aeroflot Board
members and senior managers (such insurance was used
for the first time in 2011), etc. The share of these risks in
total insurance expenses is no more than 1%.
Operating risks not subject to insurance

Risks, which are not subject to insurance or which are
uninsurable for economic or political reasons, include internal
risks (fraud, information security, strikes), and external risks
(weather risks, unscheduled landing risks, etc.).
Control over internal uninsured risks is the responsibility of the
Company’s internal security services. External operating risks
represent the greatest challenge for any airline.

Legal risks
In its role as a global carrier, Aeroflot must take account of
legislative provisions in each country, which it serves, as
well as the requirements of international organizations and
inter-governmental agreements.
Legal risks can be divided into specifically legislative risks
(related to changes in legislation) and risks associated with
change in the geopolitical situation in regions that are
included in the carrier’s route network.
Legislative risks

Aeroflot carefully monitors changes in legislation and takes
an active part in work by Russian and international organizations, influencing development of the legal and regulatory
environment of the air transport industry. Such risk is
controlled by the Company’s legal division.

Geopolitical risks

Most geopolitical risks are beyond the direct control
of Aeroflot. If substantial political instability arises in a
country or region, the Company takes all necessary crisis
management actions in order to minimize the negative
impact of such political situation on its business. Civil
disturbances and ensuing military action in Syria during
2012 compelled Aeroflot to discontinue flights and sale of
air transport services to that country.
Risks associated with geographical features of countries or
regions, which are a part of the Aeroflot route network,
including high risk of natural disasters, possible discontinuation of transport connections due to remoteness or
inaccessibility, etc., are estimated as low.
It should be noted that a high level of diversification on the
air transportation market is a factor that reduces legal risks
for Aeroflot.
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Business risks
Business risk is common to any company operating in a
market environment and the way it is dealt with depends on the strategy and management quality of the
company. Business risks traditionally include reputational risks, competition risks and strategic risks. For a
service sector company, the risk of fluctuation in
demand must also be taken into account, since it has
substantial impact on volumes of air transport (depending on seasonality and other factors). JSC Aeroflot partly
offsets fluctuations in demand by the use of flexible
tariffs and introduction of loyalty programmes.
Aeroflot always observes the highest standards of
business conduct, working continuously to improve flight
safety, enhance service quality, increase passenger loyalty
and raise overall business efficiency. The Company also
strives to minimize any negative impact from its business.
For these purposes the Company:
• modernizes its aircraft fleet to reduce levels of
harmful atmospheric emissions and to increase fuel
efficiency;

• insures its liability as an owner of hazardous facilities
for any harm caused by an accident at such facility,
and also civil liability of organizations that operate
nuclear power facilities;
• has put in place a system for environmental management and supervision of environmental aspects of
Company operations, which incorporates state-ofthe-art environmental protection technologies and
standards;
• has developed and launched in pilot mode a system
for monitoring of СО2 emissions, collection and
analysis of data, and preparation of reports on
greenhouse gas emissions and tonne-kilometers
flown;
• has approved Environmental Management Guidelines
in compliance with the requirements of ISO 14000,
as well as Guidelines for Accounting and Control of
Greenhouse Gas Emissions.
These measures will enable reduction of business risks
in the long term and help to achieve Aeroflot’s goal of
joining the world’s Top 20 leading airlines by passenger
numbers by 2025.

Risk management and risk mitigation
The Company’s risk management policy is a comprehensive
system, which promptly identifies risks, measures their scale,
and responds to them in a timely fashion in order to limit their
impact on the Company’s business. The Company has
adopted a probabilistic approach to the assessment of risks,
measuring their impact on the Company’s financial results by
means of mathematical models.

Directors, the Executive Board, the Audit Committee, the
risk management division and other divisions of Aeroflot.
Risks are managed at all levels of management and in all
functional and project areas.

The Company has set up a risk management division. Risk
management functions are allocated between the Board of
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Risk management scheme:

SETTING STRATEGIC PRIORITIES

BOARD OF DIRECTORS

FOR RISK MANAGEMENT

PREPARATION AND REVIEW OF

CEO

INTERNAL AUDIT

RISK MANAGEMENT RECOMMENDATIONS FOR THE BOARD OF
DIRECTORS

DECISION-MAKING ON
RISK MANAGEMENT

DESIGN OF MEASURES
TO MINIMIZE RISKS

EXECUTIVE BOARD

Deputy CEO for Finance and
Investment

DEPUTY CEOs

RISK MANAGEMENT DEPARTMENT

ANALYSIS OF FLIGHT SAFETY AND
AVIATION SAFETY RISKS AND

PROPOSALS FOR THEIR REDUCTION

FLIGHT SAFETY COMMITTEE

COORDINATION OF RISK

MANAGEMENT, RISK ANALYSIS

COMMISSION FOR FLIGHT SAFETY AND
AVIATION SAFETY RISK ASSESSMENT

STRUCTURAL SUB-DIVISIONS

SYSTEMATIC IDENTIFICATION,

ASSESSMENT AND CONTROL OF RISKS

Organizational structure
Competence
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Risk map
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Risk probability

The Company implements a number of measures in priority areas in order to
minimize risk, including:
• insurance;
• hedging;
• limit-setting;
• requiring coverage;
• raising personnel qualifications.
The Company’s work on risk minimization significantly reduces the probability of
negative consequences and probable scale of losses for most risk categories.
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Diagram. Risk map after measures taken
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8.1. HR Policy
Aeroflot’s HR policy is designed to assist realization of the
Company’s strategic development goal of transforming
Aeroflot into a global network carrier with leading positions
in service quality, use of innovation, and volumes of
domestic and international carrying, and to achieve
competitive advantages by attracting highly qualified
specialists to take employment at the Company.
The growing importance of the human factor in today’s
business entails special importance of the following HR
management functions:
• design and implementation of HR management and
development strategies in accordance with the Company’s strategic goals and objectives;
• creation of an atmosphere where each Company
employee feels part of a team and accountable for his/
her own performance.
The goal of Aeroflot’s HR policy is to create a special and
efficient system of relationships that is specific to our
Company and represents one of our main competitive
advantages. The policy is designed to achieve economic
efficiency in all aspects of work with personnel by taking
account of all of the factors, which motivate employees to
realize their potential to the fullest extent.

To pursue this goal, the Personnel Management Department is focused on:
• ensuring that Aeroflot employees have attractive
opportunities for professional development;
• hiring the most highly qualified specialists with the
greatest potential for professional growth;
• pursuing an efficient social policy and ensuring that
employees enjoy social protection, including pension
provision.
Principle HR activities at Aeroflot are as follows:
• hiring air crew and cabin crew to ensure success of the
Company’s operating schedule;
• training personnel to work on new types of aircraft;
• providing social guarantees to personnel;
• assessing performance by personnel.
Growth in the number of pilots and stewards reflects
expansion of the fleet and of flight geography.
Slight changes in other personnel categories are due to
ongoing reorganization at Company sub-divisions.

The average age of Aeroflot personnel in 2012
was 39.4 years, down from 39.9 years in 2011.
So the average age of Company employees
has continued to decline.

Aeroflot Group employee headcount
JSC Aeroflot

JSC Donavia

OJSC Rossiya Airlines

JSC Vladivostok Air
JSC SAT Airlines

2012

2011

16,418

15,000

3,493

3,312

1,063

1,519
773

1,234
2,180
785

JSC ORENAIR

2,366

2,227

CJSC Aeromar

2,938

2,288

4

3

CJSC Sherotel

CJSC Aerofirst

LLC Aeroflot-Finance
Total

114

257

717

29,548

276

632

27,937
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Professional retraining and raising of
qualifications
Aeroflot arranged training for about 23,000 employees in
2012 (some of them underwent more than one training
programme) both in-house and at external institutions,
where they followed programmes for retraining, raising of
qualifications, and certification.

Aeroflot personnel structure by
category (number of employees)

15,500

In the reporting year the Flight Personnel Training Department carried out 383 drill meetings, and trained more than
6000 engineering and technical employees and flight
personnel as part of training programmes for operation of
new aircraft types and using flight simulators.

16,418
955

981
8,180

7,764

Managers

6,755

7,283

2011

2012

Specialists*
Worker

* Aircraft commanders were reclassified as “specialists” in 2012 due to
changes in the calculation methodology.

Personnel structure by age (%)
18
15
12

11

13
11

11

11

11

12

13

12

13

12
8

8
4

18-24

25-29

2011

2012

30-34

35-39

Labour productivity
(million PKM/employee)

40-44

45-49

50-54

55-59

60 and over

Change of average monthly wages
(thousand rubles)
96.4

3.326
2.643

2.954

84.3
70.7

1.872
43.3

2009

2010

5

2011

2012

2007

51.1

2008

54.6

2009

2010

2011

2012

Labour productivity rose in the reporting year by 12.6%
versus 2011 thanks to increase of passenger turnover.
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Professional retraining and raising of qualifications
Aeroflot arranged training for about 23,000 employees in
2012 (some of them underwent more than one training
programme) both in-house and at external institutions,
where they followed prgoreammes for retraining, raising of
qualifications, and certification.

• a flight personnel retraining programme for the SSJ-100;
• Т-1, Т-2, Т-4 retraining programmes for engineering and
technical personnel for the SSJ-100 (SaM146);
• a programme entitled “Maintenance of Foreign-Made
Aircraft” for engineering and technical personnel.

In the reporting year the Flight Personnel Training Department
carried out 383 drill meetings, and trained more than 6000
engineering and technical employees and flight personnel as
part of training programmes for operation of new aircraft
types and using flight simulators.

All engineering and technical specialists of the Aircraft
Maintenance Department and Aeroflot’s offices in Russia
and abroad follow online distance-learning courses on
raising of their qualifications.

The Russian federal authority for civil aviation developed
and approved the following programmes of training,
retraining and raising of qualifications for flight personnel
and engineering and technical personnel:
• a flight personnel retraining programme for the Boeing 777;
• a programme and methodology for training of flight and
cabin crews in emergency procedures as part of annual
training for the SSJ-100;

Most of the specialists who are retrained and deployed in
new positions are pilots. A total of 473 pilots were deployed in new positions in 2012, which is 23.8% more than
in 2011, reflecting further increase in the number of Airbus
and Boeing 777 aircraft operated by Aeroflot.

Health and safety
Aeroflot has an efficient health and safety system in place.
The Company carries out attestation of work places by
working conditions and certification of jobs by health and
safety criteria. A total of 1,063 work places were attested at
the Company in 2012, including SSJ-100 air crew, who
represent 22.5% of total 4,720 work places at JSC Aeroflot.
Aeroflot continued work in 2012 to improve working conditions, health and safety and labour protection arrangements
for Company employees.

A total of 338 managers and specialists underwent health and
safety training and knowledge tests in 2012 at Aeroflot’s
permanent commission for health and safety issues.
Company employees undergo regular medical checks. In 2012
medical checks were provided for 276 employees of groundsupport sub-divisions and 50 cabin crew at the Moscow Center
for Occupational Illness. The Center did not diagnose any
instances of occupational illness among Aeroflot staff.

The Company carries out regular drills for employees and
assesses their knowledge of health and safety requirements,
in compliance with provisions of the Russian Labour Code.
Aeroflot Aviation School
The Aeroflot Aviation School helps to meet Aeroflot’s own
HR needs and the needs of other Russian air transportation
companies.
A substantial part of flight personnel training functions
were transferred to the Aeroflot Aviation School in 2012. In
October 2012 the Aeroflot Aviation School was given
official status as an institute of secondary vocational
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education. The new status will enable the School to
provide basic professional training to personnel of both
Aeroflot and other airlines. In 2012 the School provided
instruction to more than 15,000 aviation specialists, who
followed 150 programmes of initial training, retraining and
raising of qualifications.
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Social programmes for Company employees
Aeroflot’s social programme in 2012 was focused on the
following areas:
Rest cures and holidays for employees and
members of their families

About 1,500 Company employees travelled to resort facilities at
the Company’s expense in 2012 (including 81 children who
benefited from rest cures together with their parents through
the “mother and child” scheme). During the summer school
holidays 300 children of Aeroflot employees were accommodated at the Dune Club camp at Solnechny Bereg resort in
Bulgaria. Employees and their families also took holidays at
sanatoria and leisure facilities in Central Russia and Russian
seaside resorts in Krasnodar Territory, at spa locations in the
Caucasus, in the Crimea and outside Russia (Israel and Turkey).
Several new destinations (Sharjah in the UAE and Krapinske
Toplice in Croatia) were added to the holiday programme for
Aeroflot employees and their families.

Community occasions, festivals and sports events

Aeroflot sports teams took part in a number of competitions
in in the reporting year: the 7th Mini-Football Tournament (to
mark Civil Aviation Day) and the World Ski Championship for
veterans in Germany in February; a Volleyball Tournament to
mark the 67th anniversary of VE Day and a friendly football
match with the Rossiya Airlines team in St. Petersburg in
May; the 8th CIS International Sports Games in Cholpon-Ata
(Kyrgyzstan) in September; an international ice-hockey
tournament in Prague in November; and a friendly football
match with the Volga-Dnepr airline team in December.
The Company rented tennis courts at Luzhniki sports center
during 2012 as well as a multi-purpose gym at the Ozero
Krugloye Hotel (Ostankino TV Center) where Company
employees could play football and volleyball. Some 87 employees attended aerobics and fitness sessions at the Company’s
expense and ski enthusiasts benefited from 20 season tickets
to the Volen ski park during the 2012–2013 season.

Voluntary medical insurance

Assistance to Aeroflot air crew for
housing purchases

Prevention of injury and illness at work

Lease of housing for key specialists

A total of RUB 51.2 million was spent in 2012 on health-resort
cures and holidays for employees and their family members
(children) under Voluntary Medical Insurance Agreement №
M2-2495811, which was contracted with ROSNO insurance
company. Visits to health-resorts were provided to 794 people
(703 Aeroflot employees and 91 children) during 2012 under
the voluntary medical insurance programme.
Heath resort treatment for occupational injury and occupational illness was provided to a total of 690 Aeroflot employees during 2012.
Health and leisure provision for children

The cost of holidays and treatment for children in 2012 at
health-resort facilities was paid from voluntary medical
insurance funds. There was strong demand for the programme
benefits in 2012, partly due to the opening of a new holiday
camp for children – the Dune Club at Solnechny Bereg in
Bulgaria. Total RUB 11.6 million of voluntary medical insurance
funds were spent on the programme in the reporting year, and
300 children of Company employees benefited.
Non-state pension provision

The Company allocated RUB 49,500,000 in its 2012 budget for
its non-state pension programme. Spending on the programme
was monitored monthly.
Corporate transport and parking

An average of 2,850 employees per day (including 242 employees of subsidiaries) used vehicle transport provided by the
Company in 2012, and Aeroflot employees were provided with
average 1,710 car spaces per month at corporate parking lots.

During 2012 Aeroflot continued its programme to help air
crew purchase their own accommodation by subsidizing
interest payments on mortgage loans provided by banks.
Interest rates are subsidized up to the level of the Russian
Central Bank refinancing rate on the date when the mortgage was obtained. Subsidies were paid to 50 employees in
2012 and payments totaled RUB 14,090,628.53.
The Company implemented a comprehensive programme in
2012 to provide accommodation in Moscow for key personnel
who live in other cities but need a base in Moscow for work
purposes. The programme, which includes lease of private
housing and accommodation at the “Aeroflot Town” (Ozero
Krugloye Hotel at Ostankino TV Center), helped the Company
to attract much-needed specialists (pilots and stewards) to
work at the Company in 2012. Accommodation at Aeroflot
Town (1046 places) was 100% occupied by the end of the year.
Financial assistance to employees

Some 110 employees obtained personal financial assistance
totaling RUB 10.0 million in 2012.
Discount air fares for employees

Aeroflot has been a participant since 2006 in the ZED/MIBA
FORUM non-profit organization, which has a regulatory
framework for providing staff travel at discounted fares on a
large number of airlines (the organization includes more than
190 airlines worldwide). During 2012 Aeroflot signed employee
discount agreements with 8 new airlines. Company employees
thus have the opportunity to reach many destinations around
the world at prices, which they can afford.
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8.2. Charity and social programmes
Aeroflot is a good corporate citizen in all regions where it
operates. The Company continued to carry out social

support and charity programmes in a number of priority
areas during the reporting year.

Support for vulnerable social groups
Assistance to orphanages

Aeroflot provided assistance to a number of orphanages in
2012 as part of its Year of the Child programme. The
amounts paid and beneficiary orphanages were as follows:
• RUB 162,180 to the Reverend Sergius Residential
School (Toporkovo village, Sergiev-Posad district);
• RUB 1,741,000 to Pokrov Orphanage (Pokrov, Vladimir
Region) to arrange and finance renovation and roof
repair, and RUB 159,000 to purchase equipment and
football kit.
Miles of Mercy

Aeroflot has been a participant for many years in the Miles
of Mercy charity programme, which provides assistance to
children with serious illnesses. The action enables participants of the Aeroflot Bonus programme to contribute their
bonus miles to the accounts of charitable organizations
taking part in the programme, including the Give Life
charitable fund, the Russian Assistance Fund operated by
Kommersant Publishing House, and the Line of Life fund.
The contributed miles are used to carry children with
oncological illnesses, haematological conditions, conditions
of the heart, nervous system, and vestibular system, innate
brain and vascular conditions, and cerebral palsy. A total of
10,501 tickets were contributed to the Miles of Mercy
project in 2012.
Train of Hope

In 2012 Aeroflot took part for the sixth time in the national
charity action, Train of Hope, organized by Radio Russia as
part of its Child’s Question social project. The train visits
cities where, as statistics show, there are particularly large
numbers of parentless children. The purpose of the action
is to draw the attention of society, business representatives, executive government and law-makers to the issue
of children without parents, to provide assistance to such
children and to organize meetings with potential adopters.
Aeroflot provided 40 free tickets for air carriage of project
participants in 2012.
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Comrades in Arms

Aeroflot carries out its Comrades in Arms action every year
to mark VE Day. The action enables veterans of the Great
Patriotic War, concentration camp survivors, and survivors
of the Siege of Leningrad to travel to Europe and distant
Russian cities free of charge. Aeroflot was the first Russian
airline to offer World War II veterans free travel on its
flights (in 2001). About 3,500 people took advantage of the
opportunity in 2012.
Support for social organizations

Aeroflot provided support to a number of social organizations in 2012, including the Romashka (“Daisy”) children’s
cancer foundation, Under the Flag of Goodness, the
Kovcheg (“Ark”) social organization for the disabled, the
Russian Society for the Disabled, Fakel [“Torch”] for
Disabled People of Bashkiria, Health of the Motherland, the
Dolphin organization for the disabled, the Specialized
Foundation for Endowment, Support and Development of
the Skolkovo Institute of Science and Technology, the
Rostov Mercy and Health regional charitable foundation,
the Astrakhan Support Organization for Children with
Disabilities, the Russian Society of Disabled People of
Krasnoyarsk Region, and many others.
Special-rate tickets for specific social groups

Aeroflot took part during 2012 in the Government’s
subsidized travel programme benefiting residents of the
Russian Far East. Special-rate return tickets were made
available to Russian citizens aged under 23 and over 60 (55
for women) for economy-class travel between Moscow
and cities in the Far East (Vladivostok, Magadan, Petropavlovsk-Kamchatsky, Khabarovsk, Yuzhno-Sakhalinsk,
Yakutsk, Chita, Blagoveshchensk and Ulan-Ude). In 2012
Aeroflot also provided transport to and from Central Russia
at special rates for people living in Kaliningrad and Kaliningrad Region.
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Support for Russian sport

Aeroflot runs a large-scale programme of support for Russian
sport. The Company sponsors major international sports
events as well as supporting Aeroflot’s own sports teams.
Aeroflot is an established sponsor of the professional
football club, CSKA, the Russian Chess Federation and a
number of other sports and social projects, and also
sponsors the Brooklyn Nets basketball club. The traditional Aeroflot Open Chess Tournament was held for the
11th time in 2012. The Company acts as general carrier for
Tournament participants and allocates money for the prize
fund.

General Partner of the 22nd Winter Olympics and 11th
Paralympics 2014 in Sochi

Aeroflot was the official carrier for the Russian Olympic
Team at the 30th Olympic Games held in London in 2012
and the Company also carried Russian football fans to the
EURO 2012 championship. Aeroflot is an official partner of
the 27th World Student Games, which will be held in Kazan
in 2013. The Company is developing a working partnership
with the Organizing Committee for the 22nd Winter
Olympics and 11th Paralympics, to be held in 2014 in the
Russian city of Sochi.

General Sponsor
of CSKA Professional Football Club

Официальный партнер Универсиады 2013

Official Partner of the 27th World Student Games 2013
in Kazan

Official partner and carrier
of the Russian National Football Team

Sponsor of the Brooklyn Nets basketball club

Sponsor of the Russian Volleyball Federation

Sponsor of the Russian Chess Federation
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8.3. Environment
Aeroflot continued its work in 2012 to improve energy
efficiency and environmental efficiency and to reduce
pollution and environmental impacts from company
operations, in accordance with the ISO 14000 series of
international standards.
Specialists of JSC Aeroflot’s Environmental Protection and
Production Control Team carried out 11 scheduled audits at

Company divisions during 2012 to check their compliance
with environmental legislation.
In November 2012 JSC Aeroflot created an environmental
section on its website as part of developing cooperation
with SkyTeam alliance partners.

Participation by Aeroflot in the European CO2 Emissions Trading System
In 2012 the Company continued to implement programmes, begun earlier, for fuel saving and transition to
more up-to-date and fuel-efficient aircraft, which minimize
impact of flight operations on the environment. The whole
of JSC Aeroflot‘s fleet complies with ICAO standards for
noise levels and emission of atmospheric pollutants.
Aeroflot carried out a number of actions during 2012
associated with EU Directive № 2008/101/ЕС concerning
the inclusion of civil aviation in the European system for
trading of greenhouse gas (СО2) emission quotas. Specific
steps were as follows:
• Collection of data on emissions of greenhouse gas and
tonne-kilometers flown.

• Preparation of an annual report on monitoring of CO2
emissions and tonne-kilometers on flights to and from
EU countries during 2011.
• Audit of Aeroflot’s annual report on monitoring of CO2
emissions and tonne-kilometers on flights to and from
EU countries during 2011 (the audit was carried out by
the independent audit company, KPMG).
The total sum of environmental payments by Aeroflot in
2012 was RUB 2.1 million. Payment levels rose in 2012
compared with 2011 due to increase of rates of payment
for negative environmental impacts in the fourth quarter of
2012 and also due to production of solid waste in excess of
statutory limits.
Reducing environmental impacts of
vehicle transport

Сравнительная
диаграмма
платежей
за негативное
Payments
by Aeroflot
for negative
environmental
воздействие
на
окружающую
среду
(в
млн руб.)
impacts in 2005-2012 (million rubles)
19.6

8.7
4.6

2005
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A large amount of emissions at airports are not from
aircraft but from motor vehicles, including cars. The
Company carries out regular instrumental controls and
tuning of vehicle fuel systems to ensure their compliance
with required toxicity and smoke levels.
A draft document setting maximum allowable emissions
(MAE) to the atmosphere from fixed sources at the
Sheremetyevo Airport industrial site was prepared and
approved in 2011, and a health and hygiene opinion was
obtained for the MAE. In August 2012 an MAE compliance
check was carried out for paint shops at the Aeroflot
Aircraft Maintenance Department and Ground Handling
Department. No excessive levels of emissions were found.
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Temporary storage of waste
During 2012 Company environmental specialists monitored
the state of temporary solid waste storage sites and
reviewed recycling work. Most of the shortcomings in
observance of waste storage rules by Company sub-divisions, which were identified (storage without proper
sanction, inappropriate storage arrangements), were of a
minor nature and were quickly corrected.
Aeroflot specialists collected information and accounted for
waste flows from Company sub-divisions on a monthly
basis through 2012 and compiled waste flow spreadsheets
for the Company as a whole.
The following documents were prepared and submitted to
environmental authorities during 2012:

• Statistical reports in accordance with Forms 2-TP
(waste) and 4-OS (the reports were submitted to the
Federal State Statistics Service and the Department of
the Federal Environmental Surveillance Service for the
Central Federal District).
• A technical report on invariance of production processes, raw material inputs and waste management at
Aeroflot’s industrial site at Sheremetyevo.
• A technical report for the Medical Center of the Company’s Department of General Affairs.
• Data sheets for waste of environmental hazard classes
1-4 as part of work to design a project paper for waste
generation and disposal limits for Aeroflot’s industrial
site at Sheremetyevo.

Recycling of de-icing fluid
In 2012 JSC Aeroflot made a contract with the waste water
operator, CJSC Promvodoconal, to carry out collection and
recycling of used de-icing fluid. A total 817 tonnes of waste

fluid was collected and recycled in the reporting year.
Aeroflot is the only Russian air carrier to practice collection
and recycling of de-icing fluid.

Plans for environmental actions in 2013
A number of permits from environmental authorities will
expire and require extension in 2013. As part of its application for extension, the Company will design technical
reports on invariance of production processes, raw material
inputs and waste management, and will carry out studies
of industrial emissions prior to installation of air purification
equipment.

The system of environmental management, which was
deployed in 2009 based on the ISO 14001 international
standards, will remain a priority area of development for
the Company and will be prepared for certification.
Aeroflot expects to further improve its waste accounting
system in 2013 in order to minimize negative environmental impacts.
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JSC Aeroflot fuel and energy consumption in 2012

JSC Aeroflot
Item

Actual consumption
Volume used

Aviation fuel, tonnes

1,748,866

Electric energy, kWh

26,113,600

Heat energy, Gcal
Vehicle fuel, liters

41,372.67

6,170,558

Aviation lubricants, liters

Value in thousand rubles
(not including VAT)
49,966,015.18

56,162.57

74,574.68

151,952.67

220,434

109,264.19

Volume used

Value in thousand rubles
(not including VAT)

JSC Vladivostok Air
Item

Actual consumption

Aviation fuel, tonnes

128,120

Electric energy, kWh

2,884,478

Heat energy, Gcal

7,675

Vehicle fuel, kg

3,670,146.5

26,333
10,586

346,729

10,762.91

Volume used

Value in thousand rubles
(not including VAT)

OJSC Rossiya airlines
Item

Actual consumption

Aviation fuel, tonnes

295,106.46

Electric energy, kWh

7,494,178

Heat energy, Gcal
Vehicle fuel, liters

122

17,256.28

1,122,671.7

8,602,999.23

23,669.6
21,133.6

25,007.1
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JSC SAT Airlines
Item

Actual consumption
Volume used

Aviation fuel, tonnes

17,925

Electric energy, kWh

758,101

Heat energy, Gcal

1,290

Vehicle fuel, liters

Value in thousand rubles
(not including VAT)

589,458
5,309
5,072

746,113

19,994

Volume used

Value in thousand rubles
(not including VAT)

JSC Donavia
Item

Actual consumption

Aviation fuel, tonnes

64,905

Electric energy, kWh

837,685

Heat energy, Gcal

Vehicle fuel, liters

1,663

375,824

1,883,182,873

2,497,264

2,949,644
9,055,857
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9.1. Statement of Management Responsibility for
the Preparation and Approval of
the Consolidated Financial Statements
as at and for the year ended 31 December 2012
The following statement, which should be read in conjunction with the independent auditors’ responsibilities stated
in the auditors’ report set out on pages 2 and 3, is made
with a view to distinguishing the respective responsibilities
of management and those of the independent auditors in
relation to the consolidated financial statements of Open
Joint Stock Company Aeroflot – Russian Airlines and its
subsidiaries (the “Group”).
Management is responsible for the preparation of consolidated financial statements that present fairly the consolidated financial position of the Group as at 31 December
2012, and the consolidated results of its operations, cash
flows and changes in equity for the year then ended, in
compliance with International Financial Reporting Standards (“IFRS”).

• maintaining statutory accounting records in compliance
with local legislation and accounting standards in the
respective jurisdictions in which the Group operates;
• taking such steps as are reasonably available to them to
safeguard the assets of the Group; and
• preventing and detecting fraud and other irregularities.
The consolidated financial statements as at and for the
year ended 31 December 2012 were approved on 24
April 2013 by:

Chief Executive Officer
V. G. Saveliev

In preparing the consolidated financial statements, management is responsible for:
• selecting suitable accounting principles and applying
them consistently;
• making judgments and estimates that are reasonable
and prudent;
• stating whether IFRS have been complied with, subject
to any material departures being disclosed and explained
in the consolidated financial statements; and
• preparing the consolidated financial statements on a
going concern basis, unless it is inappropriate to
presume that the Group will continue in business for the
foreseeable future.

Deputy CEO for
Commerce and Finance
Sh. R. Kurmashov

Management is also responsible for:
• designing, implementing and maintaining an effective
system of internal controls, throughout the Group;
• maintaining proper accounting records that disclose,
with reasonable accuracy at any time, the financial
position of the Group, and which enable them to ensure
that the consolidated financial statements of the Group
comply with IFRS;
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9.2. Letter from the Deputy CEO for
Commerce and Finance

Aeroflot Group pursued its efforts to realize the huge
potential offered by the Russian air transport market and
showed stable financial results in 2012, despite changes to
industry regulation and high volatility of prices for aircraft fuel.
Expansion of operations and increase of passenger
carrying due to new airline acquisitions led to major
increase of Aeroflot Group revenue to USD 8,138 million in
2012 (51% more than in 2011).
Tight control and optimization of costs led to per unit
reduction of many cost items in 2012 compared with
2011. Unit costs per passenger-kilometer were 3.7%
lower than in 2011 thanks to increase in the number of
airport and passenger service tasks, which Aeroflot
carried out using its own capacities at Sheremetyevo
Airport. However, expansion of JSC Aeroflot operations
and consolidation of new airline assets led to substantial
increase in staff costs and aircraft fuel costs, and the
Company spent substantial amounts on advertising to
defend and increase its market share in the face of tough
competition from both Russian and western airlines.
Aeroflot Group reduced per-unit fuel consumption by 4% in
the reporting period thanks to fuel-saving measures and
more efficient use of its aircraft fleet.

The Company maintained comfortable debt leverage. Total
debt of Aeroflot Group grew by 14% to USD 2,622 million
in 2012 and Debt/EBITDA ratio was 3.9. The growth was
due to increase of finance lease sums, reflecting new
aircraft deliveries. Group debt without this item was 8%
lower in 2012 than in 2011.
Aeroflot’s ambitious development strategy means that the
Company’s financial managers will face major challenges
maintaining the financial strength of Russia’s leading airline
in the future. Meeting these challenges successfully will
depend on prudent and efficient financial management and
the use of a broad range of financial instruments. The high
quality of our management, reliable procedures, control
and coordination of financial activities make us optimistic
about future development of Aeroflot’s financials in the
medium and long term.

Deputy CEO for
Commerce and Finance
Sh. R. Kurmashov

The Company continued to invest in its development during
2012, applying state-of-the-art technologies and achieving
even higher standards of passenger service. Aeroflot also
launched a large-scale programme for reorganization of
management processes, fleet modernization and new
service technologies at subsidiary and affiliate airlines.
Cash attributable to acquisition of tangible and intangible
assets amounted to USD 167.1 million, which is 30.3% more
than in 2011. The largest investment spending items were
operations, passenger services, fleet modernization,
acquisition of exclusive rights to trademarks and IT
development
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ZAO KPMG
10 Presnenskaya Naberezhnaya
Moscow, Russia 123317

Telephone
Fax
Internet

+7 (495) 937 4477
+7 (495) 937 4400/99
www.kpmg.ru

Auditors` Report
To the Shareholders and Board of Directors
Open Joint Stock Company Aeroflot – Russian Airlines
We have audited the accompanying consolidated financial statements of Open Joint Stock Company
Aeroflot – Russian Airlines (the “Company”) and its subsidiaries (the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2012, and the consolidated statements
of income, comprehensive income, changes in equity and cash flows for 2012, and notes, comprising
a summary of significant accounting policies and other explanatory information.
Management’s Responsibility for the Сonsolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on the fair presentation of these consolidated financial
statements based on our audit. We conducted our audit in accordance with Russian Federal Auditing
Standards and International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.
Audited entity: Open Joint Stock Company Aeroflot – Russian Airlines
Registered by Moscow registration chamber on 21 June 1994,
Registration No. 032.175.

Entered in the Unified State Register of Legal Entities on 2 August
2002 by the Administration of Ministry of Taxes and Levies of the
Russian Federation for Moscow, Registration No. 1027700092661,
Certificate series 77 № 007893962.
Address of audited entity: 10, Arbat street, Moscow, 119002.

Independent auditor: ZAO KPMG, a company incorporated under the
Laws of the Russian Federation, a part of the KPMG Europe LLP group,
and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity.
Registered by the Moscow Registration Chamber on 25 May 1992,
Registration No. 011.585.
Included in the Unified State Register of Legal Entities on 13 August
2002 by the Moscow Inter-Regional Tax Inspectorate No.39 of
the Ministry for Taxes and Duties of the Russian Federation,
Registration No. 1027700125628, Certificate series 77 No.
005721432.

Member of the Non-commercial Partnership “Chamber of Auditors of
Russia”. The Principal Registration Number of the Entry in the State
Register of Auditors and Audit Organisations: No.10301000804.
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Independent Auditors` Report
Page 2

We believe that the audit evidence we have obtained is sufficient and appropriate to express an opinion on the fair presentation of these consolidated financial statements.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Group as at 31 December 2012, and its financial performance and its cash flows
for 2012 in accordance with International Financial Reporting Standards.

Romanenko A.M., Director
(power of attorney dated 1 October 2010 No. 47/10)
ZAO KPMG
24 April 2013
Moscow, Russian Federation

129

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

9.4. Overview of financial results
Substantial growth of revenue was mainly due to growth of carrying volumes following the acquisition
of new airline assets.
USD millions

2012

Revenue

8,138.1

2011

Change, %

5,377.9

51

Operating costs

7,780.4

4,989.6

56

Profit before tax

357.7

585.3

-39

Operating profit

357.7

Tax

191.4

Net profit

Non-controlling interest
EBITDA

EBITDAR margin, %

166.3

491.3

-66

8

12

-4 p.p.

19

-4 p.p.

33.3
646

1,238

1,024

3.2

2.9

15

Net debt/EBITDA ratio

Net income of Aeroflot Group in 2012 was USD 166.3
million, which is 66% less than in 2011. The lower bottom
line in the reporting year was due to the absence in 2012 of
receipts from the sale of investments in subsidiaries and
affiliates which highly influenced financial income in 2011.
Lower EBITDA margin of the Group in 2012 compared with

104

671

EBITDAR

-8

94.0

55.8

EBITDA margin, %

388.3

68

4

21
10

2011 was mainly due to deconsolidation of OJSC Terminal,
which showed high EBITDA margin, as well as the consolidation of newly acquired companies, which have not yet
been fully integrated into the Group. In comparison with
other airlines EBITDA profitability of Aeroflot Group
remained relatively high.

Revenue
Revenue from passenger carrying represented 83% of total
Group revenue in 2012. The share of revenue under
agreements with other airlines was 6% of total revenue,
and the share of revenue from cargo transport was 5%.
Revenue from passenger carrying amounted to USD
6,754.5 million in 2012, which is 61% more than in 2011.
Major increase of revenue from charter carrying was due to
acquisition of the charter business of JSC Orenair. The
Group carried 27.5 million passengers in 2012, which is
a record figure.
Revenue from cargo carrying was USD 363.7 million,
representing a major increase compared with 2011 (+31%).

Aeroflot Group Revenue Breakdown

6%

6%
Regular passenger
carrying
Cargo carrying

6%
5%

77%

Charter passenger
carrying
Revenue under
agreements
with other airlines
Other revenue

Revenue under agreements with other airlines was USD
502.5 million, which is 13% more than in 2011.
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USD millions

Scheduled passenger flights

Cargo

Charter passenger flights

Airline revenue agreements
Other revenue

Total

2012

2011

Change, %

6,247.0

4,109.9

507.5

78.1

550

466.6

11

363.7

277.7

502.5

445.6

8,138.1

5,377.9

517.4

52
31
13

51

Operating costs
The following items account for the largest shares of costs:
• Aircraft fuel – 29%
• Staff costs – 16%
• Aircraft and traffic servicing – 16%
Group operating costs in 2012 were USD 7,780.4 million,
which is 56% more than in 2011. The growth of costs was
mainly due to higher carrying volumes in 2012.
USD million

Increase in the number of personnel was mainly due to
increase of air crew numbers at JSC Aeroflot, associated
with fleet expansion, as well as recruitment of staff at
CJSC Aeromar due to the opening of a branch in St.
Petersburg at the end of 2011. Labour productivity was
substantially improved in 2012, both at JSC Aeroflot and
throughout the Group. Revenue per full-time employee
rose by 12% to USD 293,000.
2012

2011

Aircraft fuel

2,287.5

1,472.2

Aircraft and traffic servicing

1,274.2

753.8

Staff costs

Maintenance

1,241.8
601.7

336.5

567.0

378.4

Sales and marketing

353.6

Depreciation and amortisation

269.1

Operating lease expenses

870.1

236.0
221.1

Change, %

55.4%
42.7%

69.0%

78.8%

49.8%
49.8%

21.7%

Administration and general expenses

255.2

210.5

Communication expenses

150.9

122.4

23.3%

79.8

63.5

25.7%

Passenger services

Food and beverages

Cost of duty free goods sold

Customs duties

Insurance expenses

Other expenses
Total

158.9
117.0

44.6

40.5

338.6

7,780.4

96.0

89.5

21.2%

65.5%
30.7%

36.2

23.2%

73.7

359.4%

29.7

4,989.6

36.4%

55.9%

EBITDA
Group EBITDA increased by 4% in 2012 compared with
2011 to USD 671 million. EBITDA margin declined from
12% in 2011 to 8% in 2012, due to work on integration of
newly acquired airline assets, which has not yet been
completed.
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Financial income and expenses
Financial income of the Group declined by more than two
times in 2012 and amounted to USD 166.4 million. The
lower figure was mainly due to the absence in 2012 of
receipts from the sale of investments in subsidiaries and
affiliates which highly influenced financial income in 2011.
.

Financial income

Net income from exchange rate differences
Interest income on bank deposits

Income from hedging instruments

Income from sale and depreciation of investments
Income from revaluation of hedging instruments

Financial expenses in the reporting year were USD 166.7
million. Lowering of financial expenses by 32% was due to
decline of interest expenses on loans as well as the
absence in 2012 of losses due to exchange rates
fluctuations
2012

2011

13.9

14.8

-

424.0

89.2

13.3

-

Change, %

100%

-6%

100%

-100%

1.5

-100%

166.4

440.3

-62%

Interest expenses on short- and long-term borrowings

56.6

114.0

Losses from revaluation of hedging instruments

33.0

-

Losses from sale and depreciation of investments

10.0

Other financial income

Financial income
Financial сosts

Interest expenses under financial lease agreements
Foreign exchange loss

Losses on hedging instruments
Other financial expenses

Interest expenses in discounting of customs duties

Financial costs

-

-

50.0

52.7

-

100%

-50%

15.7

236%

-

113.8

-100%

11.2

-

100%

1.6

-

1.6

0.7

166.7

244.2

100%

100%
100%

129%
-32%

Net profit
Net profit of the Group in 2012 declined by 66 % to USD
166.3 million.

subsidiaries and affiliates which highly influenced financial
income in 2011.

Lower net profit in the reporting year was due to the
absence in 2012 of receipts from the sale of investments in

Base earnings per share in the reporting year were USD
0.213 compared with USD 0.519 in 2011.
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Yields
Yields rose in 2012 on domestic routes, but experienced a slight decline on international routes (due
mainly to a decline of yield on routes to Europe from
12.5 to 12.1 US cents).

Yields from passenger carrying, US cents/PKM

7.3

8.2 8.0

9.2 8.9

10.1

10.9

11.5 11.7
8.7

8.7

8.3

9.5

8.7

9.8

10.5
8.3

6.4

2004

2005

2006

2007

International carrying (regular and charter)

Yields from cargo carrying, US cents/TKM

28.3

23.0

2004

2005

30.2

2008

2011

2012

39.9

31.9

2007

2010

Regular domestic carrying

25.2

2006

2009

2008

2009

29.7

30.0

30.1

2010

2011

2012

Debt
USD million

Loans and borrowings

Financial lease liabilities
Pension liabilities
Customs duties

2012

2011

Change

1,882

1,500

25%

19

18

6%

706

15

767

12

-8%

25%

Total debt

2,622

2,297

14%

Total net debt

2,121

1,883

13%

Cash and short-term investments

501

414

21%
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Total debt of the Group increased by 14% in 2012. Short-term
loan facilities in the reporting year were provided by City Bank,
Gazprombank, Sberbank, BFA Bank, Petrocommerce Bank, Far
East Bank, Transcreditbank, Bank Iturup, Forshtadt Bank, and by
means of a bond issue. Total short-term borrowings as of
December 31, 2012 were USD 466.0 million, of which USD 24.3
million were denominated in US dollars. The remainder was
denominated in roubles, with the exception of USD 1.3 million
denominated in other currencies. Loans were mainly intended for
replenishment of working capital and were provided at both fixed
and floating rates of interest.
Non-operating liabilities:
Loans in foreign currency

Long-term debt of the Group as of December 31, 2012
totaled USD 240.0 million.
Interest expenses on short-term and long-term loans and
credits in 2012 totaled USD 56.6 million. Interest expenses on
financial leases were USD 52.7 million in the reporting year.

Average interest rate
Contract rate

Effective rate

3.7%

3.7%

Loans in Russian roubles

11.2%

11.2%

Financial lease liabilities

3.7%

3.7%

Bond loans

Customs duties

7.8%

0%

7.6%

10.8%

Liquidity
The Group has maintained strong levels of liquidity. Cash and
short-term investments totaled USD 500.9 million at the end
of 2012 (21% more than at the end of 2011). Cash flow from

operations was USD 540.6 million (USD 369.2 million in
2011). Net debt/EBITDA was 3.2 (2.9 in 2011). The current
ratio was 1.04.

Dividends
On May 24, 2013 the Board of Directors decided to recommend the Annual General Meeting of Shareholders to pay
dividends of RUB 1.1636 per common share. The total
amount allocated for dividends for 2012 was therefore about

USD 41.6 million at the average exchange rate of the year
2012. The Annual General Meeting on June 24, 2013
approved the proposed level of dividends for 2012.

Capital expenditures
USD million

2012

2011

Construction in progress

Acquisition, leasing and modernization of
aircraft

81.0

54.7

684.8

318.4

Acquisition of and repairs to buildings and
facilities

58.6

15.3

4.2

2.5

828.6

390.9

Acquisition of vehicles and equipment

Total

Capital expenditures in 2012 were USD 828.6 million. Main
items in 2012 were delivery of five А-330s and three Airbus
А-321s, obtained under financial leasing contracts, with total
balance-sheet value of USD 670.2 million.
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Consolidated Statement of Income
for the year ended 31 December 2012 (All amounts in millions of US dollars)

9.5. Consolidated Financial Statements
Traffic revenue

Note
5

Other revenue

Other (expenses)/income, net

7

(6,191.4)

(4,006.4)

22, 23

(269.1)

(221.1)

8

9

Operating costs

Operating profit
Finance income

10

Share of results of equity accounted investments

18

Finance costs

Profit before income tax
Income tax

Profit for the year

4,465.7

1,019.9

Operating costs

Staff costs

7,118.2

2011

6

Revenue

Depreciation and amortisation

2012

10

11

Attributable to:

Shareholders of the Company
Non-controlling interest

Basic earnings per share (US cents)

Diluted earnings per share (US cents)

Weighted average number of shares outstanding (millions)
Weighted average number of diluted shares outstanding
(millions)

8,138.1

(1,241.8)
(78.1)

912.2

5,377.9
(870.1)
108.0

(7,780.4)

(4,989.6)

166.4

440.3

357.7

388.3

(166.7)

(244.2)

357.7

585.3

0.3

0.9

(191.4)

(94.0)

222.1

524.6

166.3

491.3

(55.8)

(33.3)

21.3

51.9

166.3

21.1

491.3

51.0

1,044.2

1,010.7

1,054.9

1,028.7

Chief Executive Officer
V. G. Saveliev

Deputy CEO for
Commerce and Finance
Sh. R. Kurmashov

The consolidated statement of income should be read in conjunction with the notes to, and forming
part of, the consolidated financial statements set out on pages 142 to 181.
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Consolidated Statement of Comprehensive Income
for the year ended 31 December 2012 (All amounts in millions of US dollars)

Profit for the year

Note

Other comprehensive income:

Net change in fair value of available-for-sale financial assets
transferred to profit and loss

Exchange differences on translating to presentation currency
Gain/(loss) on hedge instrument

Deferred tax related to the loss on hedge instrument
Other comprehensive income for the year

25
11

2012

2011

166.3

491.3

(0.1)

(0.3)

100.3

(108.3)

(2.3)

3.8

26.1

(6.3)

124.0

(111.1)

290.3

380.2

352.3

403.5

Note

2012

2011

12

496.2

393.1

14

1,622.2

1,467.4

15

141.1

118.3

2,332.5

2,002.5

Total comprehensive income for the year
Total comprehensive income attributable to:
Shareholders of the Company
Non-controlling interest

(62.0)

(23.3)

Consolidated Statement of Financial Position
as at 31 December 2012 (All amounts in millions of US dollars)

ASSETS

Current assets

Cash and cash equivalents
Short-term investments

Accounts receivable and prepayments

Aircraft lease deposits

Expendable spare parts and inventories

Assets classified as held for sale
Non-current assets

Equity accounted investments
Long-term investments

Aircraft lease deposits
Deferred tax assets

13

16

18

4.8

8.1

60.1

3.2

21.0

2.7

-

7.3

19

200.2

191.2

11

95.7

140.1

35.4

Other non-current assets

20

Property, plant and equipment

22

2,435.9

1,970.2

Intangible assets

23

108.7

100.3

3,913.4

3,333.4

Prepayments for aircraft

Derivative instruments
Goodwill

21

25

24

TOTAL ASSETS

LIABILITIES AND EQUITY
Current liabilities

Accounts payable and accrued liabilities
Unearned transportation revenue

26

27

270.4

29.1

445.6
92.5

225.8

205.9

432.9
1.3

255.1

6,245.9

5,335.9

989.1

1,052.7

502.9

371.4

The consolidated statement of income should be read in conjunction with the notes to,
and forming part of, the consolidated financial statements set out on pages 142 to 181.
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Consolidated Statement of Financial Position
as at 31 December 2012 (All amounts in millions of US dollars)

Note

2012

2011

Provisions

29

4.4

2.5

Finance lease liabilities

30

Deferred revenue related to frequent flyer programme, current
Short-term borrowings

Liabilities associated with assets classified as held for sale
Non-current liabilities
Long-term borrowings

28

31

16

32

11.8

466.0

246.3

25.5

2,246.0
240.0

8.1

378.2

202.8

-

2,015.7
388.3

Finance lease liabilities

30

1,635.4

1,296.7

Deferred tax liabilities

Deferred revenue related to frequent flyer programme, noncurrent

11

73.7

41.2

28

45.2

32.5

Other non-current liabilities

33

Provisions

Derivative instruments

Equity

Share capital

Treasury stock

Accumulated gain on disposal of treasury shares

29

25

34
34

Investment revaluation reserve
Cumulative translation reserve
Hedge reserve

Share based payment reserve
Retained earnings

3.0

145.4

230.9

25

Equity attributable to shareholders of the Company
Non-controlling interest
Total equity

TOTAL LIABILITIES AND EQUITY

30.8

120.4

2,373.6

1,916.0

51.6

51.6

(129.5)

49.2

(0.4)

38

6.1

(131.7)

48.3

(0.3)

(167.6)

(274.1)

6.8

10.7

17.0

1,948.1

(6.8)

1,790.7

1,775.2

1,488.4

1,626.3

1,404.2

(148.9)

6,245.9

(84.2)

5,335.9

The consolidated statement of income should be read in conjunction with the notes to, and forming
part of, the consolidated financial statements set out on pages 142 to 181.
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Consolidated Statement of Cash Flows
for the year ended 31 December 2012 (All amounts in millions of US dollars)

Cash flows from operating activities:

Note

Profit before income tax

Adjustments to reconcile profit before taxation to
net cash provided by operating activities:
Depreciation and amortisation

Change in impairment allowance for bad and doubtful debts

Accounts receivable write off

Change in impairment allowance for obsolete inventory

Change in impairment of property, plant and equipment
Non-cash operations, related to assets held for sale
Loss on disposal of property, plant and equipment
Accounts payable write off

Share of results in equity accounted investments

22, 23
14
9

22

9

2012

2011

357.7

585.3

269.1

221.1

12.3

5.0

12.3

(0.5)

(2.8)

9.3

15.2

-

(9.2)

(0.3)

Change in tax and legal provisions

29

(1.7)

Interest expense

10

Loss/(gain) on revaluation of hedging instrument
Unrealised foreign exchange (gain)/loss

VAT write off

VAT recovery

Share based payment reserve

Decrease in other provisions and other assets impairments
Custom duty recovery

Other non-cash income

10

10

10
9

9

38
9

Other finance (income)/expense, net
Gain on hedging instrument, net
Dividend income

Goodwill write off

Operating profit before working capital changes

Change in accounts receivable and prepayments and other noncurrent assets

Change in expendable spare parts and inventories

Change in accounts payable and accrued liabilities
Income tax paid

Income tax received

Net cash flows from operating activities

10.0

33.0

19.1

(5.2)

(0.9)

(424.0)

(8.2)

(1.5)

110.9

130.4

3.3

4.4

(89.2)

113.8

-

(55.1)

(1.7)

(1.3)

0.2

4.9

-

(38.9)

(48.4)

-

(4.7)

(2.1)

9

1.8

(0.3)

18

Loss/(gain) on disposal and impairment of investments

23.1

(1.6)

-

(3.6)

(0.6)

700.0

584.0

(216.1)

(207.2)

232.7

131.0

43.6

(44.9)

671.7

-

(13.3)

494.5

(153.0)

(125.7)

540.6

369.2

21.9

0.4

The consolidated statement of income should be read in conjunction with the notes to,
and forming part of, the consolidated financial statements set out on pages 142 to 181.
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Consolidated Statement of Cash Flows
for the year ended 31 December 2012 (All amounts in millions of US dollars)

Cash flows from investing activities:

Note

Proceeds from sale of investments

2012
23.0

Purchases of investments

Proceeds from sale of equity accounted investments
Proceeds from sale of property, plant and equipment

(17.8)

36.2

89.1

87.5

Purchases of property, plant and equipment and intangible
assets

14.0

(12.7)

1.8

Proceeds from sale of subsidiary company, net

2011

78.9
6.8

(167.1)

(128.2)

Predelivery lease prepayments, net

68.4

(478.0)

Net cash flows used in investing activities

40.5

(434.2)

605.5

530.5

Dividends received

3.4

Cash flows from financing activities:
Proceeds from borrowings
Repayment of borrowing
Sale of treasury stock

Repayment of the principal element of finance lease liabilities

(389.6)

(0.2)

(102.9)

(75.3)

(100.4)

16.5

14.3

(291.9)

Interest paid

Dividends paid

(62.2)

Proceeds from hedging instrument

Net cash flows used in financing activities

Effect of exchange rate fluctuations

17.0

(122.6)
(35.5)

(501.6)

(189.2)

103.1

(267.3)

393.1

23.6

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

(703.9)

9.9

Purchases of treasury stock

1.0

393.1

(13.1)

660.4

Cash and cash equivalents at the end of the year

12

496.2

Interest received

10

13.9

14.8

685.2

292.8

Supplemental cash flow information:

Non-cash investing and financing activities:

Property, plant and equipment acquired under finance leases

The consolidated statement of income should be read in conjunction with the notes to, and forming
part of, the consolidated financial statements set out on pages 142 to 181.
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2012 (All amounts in millions of US dollars)

1 January 2011

Profit for the year

Share capital

51.6
-

Treasury stock

(79.1)
-

Foreign currency translation for the year

-

-

Gain on hedging instrument

-

-

Gain on investments available-for-sale
Total comprehensive income

-

Acquisition of subsidiary

-

Share based compensation

-

Disposal of subsidiary

Gain on disposal of treasury stock
Purchases of treasury stock

Foreign currency translation for the year
Dividends

31 December 2011
1 January 2012

Profit for the year

Foreign currency translation for the year
Gain on hedging instrument

Total comprehensive income

-

51.6

(118.3)

-

(0.3)

-

-

-

-

-

-

-

-

-

-

20.3

-

-

(1.1)

-

-

(23.5)

-

(83.4)

-

(0.3)

-

(274.1)

-

-

(0.1)

106.5

-

-

-

9.8

-

-

-

-

-

4.6

-

(11.3)

51.6

(80.3)

-

-

-

-

(0.4)

The consolidated statement of income should be read in conjunction with the notes to,
and forming part of, the consolidated financial statements set out on pages 142 to 181.
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(274.1)

-

31 December 2012

-

-

(0.3)

Other movements in treasury stock
Dividends

-

(155.8)

(83.4)

-

-

Foreign currency translation for the year

-

Cumulative
translation reserve

51.6

Share based compensation

Gain on disposal of treasury stock

Investment
revaluation reserve
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2012 (All amounts in millions of US dollars)

Hedge reserve

Share based
payment reserve

Retained earnings

-

-

524.6

(4.3)

-

12.7
-

1,302.5

-

-

-

-

(2.0)

-

-

-

-

-

-

-

-

3.6

-

(33.3)

(2.5)

-

-

-

524.6

1,127.6
(118.3)

-

-

Non-controlling
interest

-

(2.5)

-

Attributable to
shareholders
of the Company

-

(40.0)

(0.3)

(2.0)

-

(3.9)

-

-

-

17.0

-

-

-

-

-

-

-

6.8

(64.7)

1,948.1

-

-

2.5

-

(23.5)

(40.0)

222.1

-

(92.7)

20.3

222.1

-

(0.3)

2.7

-

(2.5)

-

2.7

-

-

491.3

-

1,488.4

23.8

(108.3)

380.2

1,790.7

1,790.7

10.0

(23.3)

-

10.7

10.7

1,154.9

403.5

(6.8)

(6.8)

Total

27.3

1.8

(2.0)

20.3

(23.5)

2.5

(38.2)

(84.2)

1,404.2

(55.8)

166.3

1,488.4

(84.2)

106.4

(6.2)

23.8

(92.7)

-

1,404.2

100.2
23.8

352.3

(62.0)

290.3

4.6

-

4.6

(11.3)

-

(3.9)

9.8

(64.7)

1,775.2

-

(2.7)

(148.9)

(3.9)
9.8

(11.3)

(67.4)

1,626.3

The consolidated statement of income should be read in conjunction with the notes to, and forming
part of, the consolidated financial statements set out on pages 142 to 181.
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1. NATURE OF THE BUSINESS
OJSC Aeroflot – Russian Airlines (the “Company” or
“Aeroflot”) was formed as a joint stock company following
a government decree in 1992. The 1992 decree conferred
all the rights and obligations of Aeroflot Soviet Airlines and
its structural units, excluding its operations in Russia and
Sheremetyevo Airport, upon the Company, including
inter-governmental bilateral agreements and agreements
signed with foreign airlines and enterprises in the field of
civil aviation.

activities comprising airline catering and hotel operations.
Associated entities mainly comprise cargo-handling and
aviation security services.
As at 31 December 2012 and 2011 the Government of the
Russian Federation owned 51% of the Company. The
Company’s headquarters are located in Moscow at 10
Arbat Street, 119002, Russian Federation.

The principal activities of the Company are the provision of
passenger and cargo air transportation services, both
domestically and internationally, and other aviation services
from its base at Moscow Sheremetyevo Airport. The
Company and its subsidiaries (the “Group”) also conduct
The principal subsidiary companies are:
Company name
JSC Donavia (Donavia)

Place of
incorporation and
operation

Activity

Rostov-on-Don

Airline

31 December 2012
100.00%

31 December 2011
100.00%

JSC Vladivostok Air (Vladavia)

Vladivostok region

St. Petersburg

Airline

75% minus one
share

JSC Sahalinskiye aviatrassi (SAT)

Yuzhno Sakhalinsk

Airline

100.00%

100.00%

Moscow

Cargo
transportation
services

100.00%

100.00%

JSC AK Rossiya (Rossiya)

JSC Orenburgskie avialinii (Orenavia)
CJSC Aeroflot-Cargo (Aeroflot-Cargo)

LLC Aeroflot-Finance (Aeroflot-Finance)
CJSC Aeromar (Aeromar)

CJSC Aerofirst (Aerofirst)
CJSC Sherotel (Sherotel)

Orenburg

Airline

Airline

Moscow

Finance services

Moscow region

Trading

Moscow region

Moscow region

Catering
Hotel

52.156%

100.00%

100.00%

51.00%

66.67%*

100.00%

75% minus one
share

52.156%

100.00%

100.00%

51.00%

66.67%

100.00%

* As at December 31, 2012 subsidiary CJSC “Aerofirst” is classified as held-for-sale asset (Note 16).

The significant entities in which the Group holds more than 20% but less than 50% of the equity are:
Company name

Place of
incorporation and
operation

Activity

31 December 2012

31 December 2011

LLC Airport Moscow

Moscow region

Cargo handling

-

50.00%

CJSC AeroMASH – AB

Moscow region

Aviation security

45.00%

45.00%

CJSC Jetalliance East

Moscow

Airline

49.00%

49.00%

All the companies listed above are incorporated in the Russian Federation.

142

Aeroflot Group | Annual Report 2012

6

7

8

9

10

Securities

Risk management

Corporate Social
Responsibility

Financial Report

Appendixes

The table below provides information on the Group’s aircraft fleet as at 31 December 2012:
Type of aircraft

Il-96-300
Tu-154
An-24
Mi-8

Yak 40

Total owned

Ownership
Owned

Owned

Owned

Owned

Owned

Aeroflot
6

-

-

-

-

Donavia
-

5*

-

-

-

-

-

3#

-

-

Tu-204

Total finance
lease

Finance lease

Finance lease

SSJ 100

Operating lease

Airbus A-320

Operating lease

Airbus A-319

Airbus A-330

Boeing B-737
Boeing B-767

Boeing B-777
MD-11

DHC 8 S-300
DHC 8 S-200
An 12

Total operating
lease
Total fleet

Operating lease

Operating lease

Operating lease

8

-

-

-

4

21

-

-

1

-

-

2

-

-

-

4

2

13

-

21

-

2

5

-

6

-

-

-

-

-

6

2

60

11

4

3

-

-

-

18

14

-

-

43

-

-

-

8

-

-

-

-

-

3

-

-

3

Operating lease

-

-

-

88

128

-

-

-

-

7

10

-

-

-

15

35

-

-

-

27

27

10

-

1

29

-

-

3

-

24

6

57

-

1

-

6

-

1^

3

3

6

-

-

-

-

-

8

15

10

-

-

3

-

-

-

1

5

34

Operating lease

Operating lease

-

4#

6

6

7

Operating lease

-

-

Group total

-

Operating lease

Operating lease

-

-

-

5

-

9

-

SAT

5

-

-

-

-

3

-

4

Vladavia

-

1

Finance lease

An-148

-

-

21

Boeing 737

-

5

Finance lease

Finance lease

-

-

-

Airbus A-321

Airbus A-330

-

Orenavia

6

Finance lease

Finance lease

-

-

Airbus A-319

Airbus A-320

Rossiya

-

-

-

-

-

4

-

1

-

7

18

2

8

15

15

10

3

4

2

1

152

233

* - All of these aircrafts are not operated as at 31 December 2012.
# - 1 of these aircrafts is not operated as at 31 December 2012.

^- This aircraft is on maintenance as at 31 December 2012, handover is planned.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation – The consolidated financial statements of the Group are prepared in accordance with
International Financial Reporting Standards (“IFRS”) and
the Federal Law №208 On Consolidated Financial Statements (№208-Ф3 «О Консолидированной финансовой
отчетности»). The consolidated financial statements are
presented in millions of US dollars (“USD”), except where
specifically noted otherwise.
All significant subsidiaries directly or indirectly controlled by
the Group are included in the consolidated financial
statements. A listing of the Group’s principal subsidiary
companies is set out in Note 1.
The Group maintains its accounting records in Russian
roubles (“RUB”) and in accordance with Russian accounting legislation and regulations. The accompanying consolidated financial statements are based on the underlying
accounting records, appropriately adjusted and reclassified
for fair presentation in accordance with IFRS.
Functional and presentation currency – Since 1 January
2007 the functional currency of the Company is the
Russian rouble. These consolidated financial statements
are presented in US dollar for the convenience of foreign
users, including the major lessors.

have been translated at the exchange rates existing at the
dates of the transactions or a rate that approximates the
actual exchange rates. All exchange differences resulting
from translation have been classified as other comprehensive income and transferred to the Group’s translation
reserve.
Any conversion of Russian rouble amounts to US dollars
should not be considered as a representation that Russian
rouble amounts have been, could be or will be in the future,
converted into US dollars at the exchange rate shown or at
any other exchange rate.
The assets and liabilities, both monetary and non-monetary, of the subsidiaries of the Company with functional
currencies other than the Russian rouble have been
translated at the closing rate at the date of each consolidated statement of financial position presented. Income
and expense items for all periods presented have been
translated at the exchange rates existing at the dates of the
transactions or a rate that approximates the actual exchange rates. All exchange differences resulting from
translation have been classified as equity and transferred to
the Group’s translation reserve.

The assets and liabilities, both monetary and non-monetary, have been translated at the closing rate at the date of
each consolidated statement of financial position presented
in accordance with International Accounting Standard
(“IAS”) 21 The Effect of Changes in Foreign Exchange
Rates. Income and expense items for all periods presented
The following table details the exchange rates used to translate
Russian roubles to US dollars:
As at 31 December 2012
Average rate in 2012

As at 31 December 2011
Average rate in 2011

As at 31 December 2010
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Exchange rate
30.37
31.09

32.20

29.39

30.48
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The consolidated financial statements have been prepared on the historical cost basis except for the revaluation of certain non-current assets and financial instruments. The principal accounting policies adopted in the
preparation of these consolidated financial statements
are set out below. There have been no significant
changes to accounting policies.
Consolidation – The consolidated financial statements
incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries).
Subsidiaries comprise entities in which the Company,
directly or indirectly, has an interest of more than one half
of the voting rights or otherwise has power to exercise
control over their operations. Control is achieved where the
Company has the power to govern the financial and
operating policies of an investee entity so as to obtain
benefits from its activities.
Subsidiaries are consolidated from the date on which
effective control is obtained by the Group and are no longer
consolidated from the date of disposal or loss of control.
All intra-group transactions, balances and unrealised
surpluses and deficits on transactions between Group
companies are eliminated on consolidation. Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from the Group’s equity
therein. The interest of non-controlling shareholders is
stated at the non-controlling proportion of the fair values
of the assets and liabilities acquired adjusted by subsequent changes in the carrying value of net assets of those
entities. Losses applicable to the non-controlling interest
in a subsidiary are allocated to the non-controlling interest
even if doing so causes the non-controlling interests to
have a debit (deficit) balance.
Business combinations – Business combinations are
accounted for using the acquisition method as at the
acquisition date, which is the date on which control is
transferred to the Group. Control is the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing control, the
Group takes into consideration potential voting rights that
currently are exercisable.
The Group measures goodwill at the acquisition date as:
• the fair value of the consideration transferred; plus
• the recognised amount of any non-controlling interests
in the acquiree; plus,
• if the business combination is achieved in stages, the
fair value of the existing equity interest in the acquiree;
less

• the net recognised amount (generally fair value) of the
identifiable assets, liabilities assumed and contingent
liabilities of the acquired entity.
When the excess is negative, a bargain purchase gain is
recognised immediately in profit or loss.
The consideration transferred does not include amounts
related to the settlement of pre-existing relationships
between the buyer and the acquired entity. Such amounts
are generally recognised in profit or loss.
Costs related to the acquisition, other than those associated with the issue of debt or equity securities, that the
Group incurs in connection with a business combination,
are expensed as incurred.
Any contingent consideration payable, which is dependent
on future events (“contingent consideration”) is recognised
at fair value at the acquisition date. If the contingent
consideration is classified as equity, it is not remeasured
and settlement is accounted for within equity. Otherwise,
subsequent changes to the fair value of the contingent
consideration are recognised in profit or loss.
The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
income from the effective date of acquisition or up to the
effective date of disposal, as appropriate. Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with
those used by other members of the Group.
Purchases of non-controlling interests – From 1 January
2010 the Group has applied IAS 27 Consolidated and
Separate Financial Statements (2008) in accounting for
acquisitions of non-controlling interest.
In accordance with the new accounting policy acquisition
of non-controlling interests is accounted for as transactions
with owners in their capacity, as owners and therefore no
goodwill is recognised as a result of such transaction.
The adjustments to non-controlling interest are based on a
proportionate amount of the net assets of the subsidiary.
Investments in associates – Associates in which the Group
has significant influence but not a controlling interest are
accounted for using the equity method of accounting.
Significant influence is usually demonstrated by the
Group’s owning, directly or indirectly, between 20% and
50% of the voting share capital or by exerting significant
influence through other means.
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Under the equity method, investments in associates are
carried in the consolidated statement of financial position at
cost as adjusted for post-acquisition changes in the Group’s
share of the net assets of the associate, less any impairment
in the value of individual investments. The Group’s share of
the net income or losses of associates is included in the
consolidated statement of income. An assessment of
impairment of investments in associates is performed when
there is an indication that the asset has been impaired or that
the impairment losses recognised in prior years no longer
exist. Losses of an associate in excess of the Group’s interest
in that associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the
associate) are not recognised.
Where a group entity enters into a transaction with an
associate of the Group, profits and losses are eliminated to
the extent of the Group’s interest in the relevant associate.
A listing of the Group’s principal associated entities is
included in Note 1.
Foreign currency translation – Transactions in currencies
other than the functional currency are initially recorded at
the rates of exchange prevailing on the dates of the
transactions. Monetary assets and liabilities denominated
in such currencies at the reporting date are translated into
the functional currency at the year end exchange rate.
Exchange differences arising from such translation are
included in the consolidated statement of income.
Non-current assets and disposal groups held for sale –
Non-current assets and disposal groups are classified as
held for sale if their carrying amount will be recovered
through a sale transaction rather than through continuing
use. This condition is regarded as being met only when the
sale is highly probable and the asset (or disposal group) is
available for immediate sale in its present condition.
Management must be committed to the sale, which should
be expected to qualify for recognition as a completed sale
within one year from the date of classification.
Any liabilities related to non-current assets to be sold are
also presented separately as liabilities in the consolidated
statement of financial position. Non-current assets (and
disposal groups) classified as held for sale are measured at
the lower of the assets’ previous carrying amount and fair
value less costs to sell.
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Revenue recognition – Revenue is measured at the fair
value of the consideration received or receivable and
represents amounts receivable for goods and services
provided in the normal course of business, net of sales
related taxes.
Passenger revenue: Ticket sales are reported as traffic
revenue when the transportation service has been provided. The value of tickets sold and still valid but not used
by the reporting date is reported as unearned transportation revenue. This item is reduced either when the Group
completes the transportation service or when the passenger requests a refund. Sales representing the value of
tickets that have been issued, but which will never be
used, are recognised as traffic revenue at the date the
tickets are issued based on an analysis of historical
patterns of actual sales data. Commissions, which are
payable to the sales agents are recognised as sales and
marketing expenses at the same time as revenue from the
air transportation to which they relate.
Passenger revenue includes revenue from code-share
agreements with certain other airlines. Under these
agreements, the Group sells seats on these airlines’ flights
and those other airlines sell seats on the Group’s flights.
Revenue from the sale of code-share seats on other
airlines are recorded net in Group’s passenger revenue in
the consolidated statement of income. The revenue from
other airlines’ sales of code-share seats on the Group’s
flights is recorded in passenger revenue in the Group’s
consolidated statement of income.
Cargo revenue: The Group’s cargo transport services are
recognised as revenue when the air transportation is
provided. Cargo sales for which the transportation service
has not yet been provided are shown as unearned transportation revenue.
Catering revenue: Revenue is recognised when meal
packages are delivered to the aircraft, as this is the date
when the risks and rewards of ownership are transferred to
customers.
Other revenue: Revenue from bilateral airline agreements is
recognised when earned with reference to the terms of
each agreement. Hotel accommodation revenue is recognised when the services are provided. Sales of goods and
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other services are recognised as revenue when the goods
are delivered or the service is rendered. Revenue from
airport and traffic services is recognised in profit and loss
when services are rendered to customers in accordance
with the relevant service agreements.
Borrowing costs – All borrowing costs that are directly
attributable to the acquisition, construction and production
of a qualifying asset form part of the cost of that asset. All
other borrowings costs are recognised as an expense in
the consolidated statement of income.
Operating segments – The Group determines and presents
operating segments based on the information that internally is provided to the General Director, who is the Group’s
chief operating decision maker.
An operating segment is a component of the Group that
engages in business activities from which it may earn
revenues and incur expenses, including revenues and
expenses that relate to transactions with any of the
Group’s other components. An operating segment’s
operating results are reviewed regularly by the General
Director to make decisions about resources to be allocated
to the segment and assess its performance, and for which
discrete financial information is available.
Segment results that are reported to the General Director
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis.
Property, plant and equipment – Property, plant and
equipment is stated at cost, or appraised value, as described below. Depreciation is calculated in order to
amortise the cost or appraised value (less estimated
salvage value where applicable) over the remaining useful
lives of the assets.
a. Fleet
I. Owned aircraft and engines – Aircraft and engines
owned by the Group as at 31 December 1995 were
stated at depreciated replacement cost based upon
external valuations denominated in US dollars. Airclaims,
an international firm of aircraft appraisers, conducted the
valuation. The Group has chosen not to revalue these
assets subsequent to 1995. Subsequent purchases are
recorded at cost.

II. Finance leased aircraft and engines – Where assets are
financed through finance leases, under which substantially all the risks and rewards of ownership are transferred to the Group, the assets are treated as if they had
been purchased outright. The Group recognises finance
leases as assets and liabilities in the consolidated
statement of financial position at amounts equal to the
fair value of the leased property at the inception of the
lease or, if lower, at the present value of the minimum
lease payments. The corresponding obligation, reduced
by the capital portion of lease payments made, is
included in payables. Custom duties, legal fees and
other initial direct costs are added to the amount
recognised as an asset. The interest element of lease
payments made is included in interest expense in the
consolidated statement of income.
III. Capitalised maintenance costs – Expenditure incurred on
modernisation and improvements projects that are
significant in size (mainly aircraft modifications involving
installation of replacement parts) are separately capitalised and presented in the consolidated statement of
financial position. The carrying amount of those parts
that are replaced is derecognised from the consolidated
statement of financial position and included in gain or
loss on disposals of property, plant and equipment in the
Group’s consolidated statement of income. Capitalised
costs of aircraft checks and major modernisation and
improvements projects are depreciated on a straight-line
basis to the projected date of the next check or based
on estimates of their useful lives. Ordinary repair and
maintenance costs are expensed as incurred.
IV. Depreciation – The Group depreciates fleet assets
owned or held under finance leases on a straight-line
basis to the end of their estimated useful life or lease
term. The airframe, engines and interior of an aircraft are
depreciated separately over their respective estimated
useful lives. The salvage value for airframes of the
foreign fleet is estimated at 5% of historical cost, while
the salvage value for Russian aircraft is zero. Engines are
depreciated on a straight-line basis.
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Useful lives of the Group’s fleet assets are as follows:
Airframes of foreign aircraft

Airframes of Russian aircraft
Engines of foreign aircraft

Engines of Russian aircraft
Interiors

V. Capitalised leasehold improvements – capitalised costs
that relate to the rented fleet are depreciated over the
shorter of their useful life and the lease term.
b. Land and buildings, plant and equipment
Property, plant and equipment is stated at the historical
US dollar cost recalculated at the exchange rate on 1
January 2007, the date of the change of the functional
currency of the Company from the US dollar to the
Russian rouble. Provision is made for the depreciation of
property, plant and equipment based upon expected
useful lives or, in the case of leasehold properties, over
the duration of the leases using a straight-line basis.
These useful lives range from 3 to 50 years. Land is not
depreciated.
c. Capital expenditure
Capital expenditures comprise costs directly related to
the construction of property, plant and equipment
including an appropriate allocation of directly attributable
variable overheads that are incurred in construction as
well as costs of purchase of other assets that require
installation or preparation for their use. Depreciation of
these assets, on the same basis as for other property
assets, commences when the assets are put into
operation. Capital expenditures are reviewed regularly to
determine whether their carrying value is fairly stated
and whether appropriate provision for impairment is
made.
d. Gain or loss on disposal
The gain or loss arising on the disposal or retirement of
an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset and
is recognised in the consolidated statement of income.
Impairment of non-current assets – At each reporting date
the Group reviews the carrying amounts of its non-current
assets to determine whether there is any indication of
impairment of those assets. If any such indication exists,
the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any).
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
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20 years

25-32 years

8 years

8-10 years

5 years

recoverable amount of the cash-generating unit to which
the asset belongs.
Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (cash-generating unit)
is reduced to its recoverable amount. An impairment
loss is recognised immediately in the consolidated
statement of income.
Where an impairment loss subsequently reverses, the
carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (cash-generating unit) in prior years. Impairment
losses on goodwill cannot be subsequently reversed.
Lease deposits – Lease deposits represent amounts paid
to the lessors of foreign aircraft, which are held as security
deposits by lessors in accordance with the provisions of
finance and operating lease agreements. These deposits
are returned to the Group at the end of the lease period.
Lease deposits relating to operating lease agreements are
presented as assets in the consolidated statement of
financial position. A portion of these deposits is interestfree. Interest-free deposits are recorded at amortised cost
using an average market yield between 5.0% and 9.5%.
Lease deposits that are part of finance lease arrangements
are presented net as part of the finance lease liability.
Operating leases – Payments under operating leases are
charged to the consolidated statement of income in equal
annual instalments over the period of the lease. Related
direct expenses including custom duties for leased aircraft
are amortised using a straight-line method over the term of
lease agreement.
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Financial instruments – Financial assets and financial
liabilities carried in the balance sheet include cash and cash
equivalents, marketable securities, investments, derivative
financial instruments, trade and other accounts receivable,
trade and other accounts payable, borrowings and notes
payable. The accounting policies on recognition and
measurement of these items are disclosed below.
Financial instruments are classified as liabilities or equity in
accordance with the substance of the contractual arrangement. Interest, dividends, and gains and losses relating to
a financial instrument classified as a liability are reported as
income or expense. Distributions to holders of financial
instruments classified as equity are charged directly to
equity. Financial instruments are offset when the Group has
a legally enforceable right to offset and intends to settle
either on a net basis or to realise the asset and settle the
liability simultaneously. The result from the realisation of
the financial instruments is determined on the FIFO basis.
a. Credit risks
The sale of passenger and freight transportation is
largely processed through agencies that are normally
linked to country specific clearing systems for the
settlement of passenger and freight sales. Clearing
centres check individual agents operating outside of
the Russian Federation. Individual agents operating
within the Russian Federation are checked in-house.
Receivables and liabilities between major airlines,
unless otherwise stipulated in the respective agreements, are settled on a bilateral basis or by settlement
through an International Air Transport Association
(“IATA”) clearing house.
b. Fair value
The fair value of financial instruments is determined by
reference to various market information and other
valuation methods as considered appropriate. At the
reporting date the fair values of the financial instruments
held by the Group did not materially differ from their
recorded book values.
c. Foreign exchange risk
In 2012 the Group mostly managed its foreign exchange
risk by matching its assets and liabilities in the different
currencies to limit exposure. However, a portion of its
foreign exchange risk was managed through the use of
hedging instruments (Note 25).
d. Interest rate risk
The Group’s main exposure to interest rate risk is from its
finance lease liabilities and short-term borrowings.

In 2012 the Group engaged in interest rate hedging
activities to hedge its exposure to the changes in interest
rates. The Group constantly monitors changes in interest
rates to minimise the level of its exposure (Note 25).
e. Non-financial risks – fuel hedging activities
The results of Group’s operations can be significantly
impacted by changes in the price of aircraft fuel. Since
2010 the Group engaged in fuel hedging activities to
hedge a portion of its non-financial risk related to fuel
(Note 25). The Group does not use derivative instruments for speculative purposes.
Cash and cash equivalents – Cash and cash equivalents
consist of cash on hand, balances with banks and shortterm interest-bearing accounts which are used in the day
to day financing of the Group’s airline activities.
Investments – The Group’s financial assets have been
classified according to IAS 39 Financial Instruments:
Recognition and Measurement into the following categories: securities held for trading, held-to-maturity investments, loans and other receivables, and available-for-sale
investments. Investments with fixed or determinable
payments and fixed maturity, which the Group has the
positive intent and ability to hold to maturity, other than
loans and receivables, are classified as held-to-maturity
investments. Derivative financial instruments and investments acquired principally for the purpose of generating a
profit from short-term fluctuations in price are classified
as trading securities. All other investments, other than
loans and receivables, are classified as available-for-sale.
Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment is
under a contract whose terms require delivery of the
investment within the timeframe established by the
market concerned, and are initially measured at fair value,
plus directly attributable transaction costs.
Held-to-maturity investments are financial assets excluding derivative contracts which mature on a specified date
and which a company has the firm intent and ability to
hold to maturity. They are valued at allocated acquisition
cost and they are included in long-term assets provided
the redemption term exceeds one year.
Investments other than held-to-maturity debt securities
are classified as either investments held for trading or as
available-for-sale, loans and receivables, and are measured at subsequent reporting dates at fair value. Investments in equity instruments of other companies that do
not have a quoted market price are stated at cost less
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impairment loss, as it is not practicable to determine the
fair value of such investments. For derivatives and other
financial instruments classified as held for trading, gains
and losses arising from changes in fair value are included
in the consolidated statement of income for the period.
For available-for-sale investments, gains and losses
arising from changes in fair value are recognised directly
in other comprehensive income, until the security is
disposed of or is determined to be impaired, at which
time the cumulative gain or loss previously recognised in
equity is included in the consolidated statement of
income for the period. Impairment losses recognised in
the consolidated statement of income for equity investments classified as available-for-sale are not subsequently
reversed through the consolidated statement of income.
Impairment losses recognised in the consolidated
statement of income for debt instruments classified as
available-for-sale are subsequently reversed if an increase
in the fair value of the instrument can be objectively
related to an event occurring after the recognition of the
impairment loss.
In 2012 the Group held corporate and Government
financial instruments primarily comprising shares and
bonds. These are classified as held-for-trading investments. Gains and losses arising from changes in fair value
of held-for-trading investments are recognised in the
consolidated statement of income.
The Group assesses on each closing date whether there
is any objective evidence that the value of a financial
asset item or group of items has been impaired. If there is
objective evidence that an impairment loss has arisen for
loans and other receivables entered at allocated acquisition cost in the consolidated statement of financial
position or for held-to-maturity investments, the size of
the loss is determined as the difference between the
book value of the asset item and the present value of
expected future cash flows of the said financial asset item
discounted at the original effective interest rate. The loss
is recognised in the consolidated statement of income.
Loans and receivables – Loans and receivables are nonderivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans
and receivables are individually recognised at fair value, and
are subsequently measured at amortised cost using the
effective interest rate method. Because the expected term
of an account receivable is short, the value is typically
stated at the nominal amount without discounting, which
corresponds with the fair value. Uncertain accounts
receivable balances are assessed individually and any
impairment losses are included in non-operating expenses.
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Accounts payable – Trade payables are initially measured
at fair value and are subsequently measured at amortised
cost and because the expected term of accounts payable
is short the value is stated at the nominal amount without
discounting, which corresponds with the fair value.
Short-term borrowings – Short-term borrowings comprise:
• Interest bearing borrowings with a term shorter than
one year;
• Current portion of interest-bearing long-term
borrowings.
These liabilities are measured at amortised cost and
reported based on the settlement date.
Long-term borrowings – Long-term borrowings (i.e. liabilities
with a term longer than one year) consist of interest-bearing
loans, which are initially measured at fair value, and are
subsequently measured at amortised cost using the
effective interest rate method as at the settlement date.
Expendable spare parts and inventories – Inventories,
including aircraft expendable spare parts, are valued at
cost or net realisable value, whichever is lower. The costs
are determined on the first-in, first-out (“FIFO”) basis.
Inventories are reported net of provisions for slow-moving
or obsolete items.
Value added taxes – Value added tax (“VAT”) related to sales
is payable to the tax authorities on an accruals basis. For
sales of passenger tickets VAT liability is recognised when
the tickets are registered for a flight by the customers.
Domestic flights are subject to VAT at 18% and international
flights are not subject to VAT. Input VAT invoiced by domestic suppliers as well as VAT paid in respect of imported
aircraft and spare parts may be recovered, subject to certain
restrictions, against output VAT. The recovery of input VAT is
typically delayed by up to six months and sometimes longer
due to compulsory tax audit requirements and other
administrative matters. Input VAT claimed for recovery as at
the reporting date is presented net of the output VAT liability.
Recoverable input VAT that is not claimed for recovery in the
current period is recorded in the consolidated statement of
financial position as VAT receivable. VAT receivables that are
not expected to be recovered within the twelve months
from the reporting date are classified as long-term assets.
VAT balances are not discounted. Where provision has been
made for uncollectible receivables, the bad debt expense is
recorded at the gross amount of the account receivable,
including VAT. The provision for non-recoverable VAT is
charged to the consolidated statement of income as a
non-operating expense.
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Frequent flyer programme – Since 1999 the Group
operates a frequent flyer programme referred to as
Aeroflot Bonus. Subject to the programme’s terms and
condition, the miles earned entitle members to a number
of benefits such as free flights and flight class upgrades.
In accordance with IFRIC 13 Customer Loyalty Programmes accumulated but as yet unused bonus miles are
deferred using the deferred revenue method to the extent
that they are likely to be used on flights of Aeroflot Group.
The fair value of miles accumulated on the Group’s own
flights is recognised under deferred revenue (Note 28) and
the miles collected from third parties as well as promotional miles are recognised as other liabilities (Note 26 and
Note 33).
Provisions – Provisions are recognised if, and only if, the
Group has a present obligation (legal or constructive) as a
result of a past event, and it is probable (i.e. more likely
than not) that an outflow of resources embodying economic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate. Where
the expected timing of cash flows can be estimated and
the effect of the time value of money is significant, the
amount of a provision is stated at the present value of the
expenditures required to settle the obligation.
Income tax – The income tax rate for industrial enterprises
in Russia is 20%.
Deferred income taxes – Deferred tax assets and liabilities
are calculated in respect of temporary differences in
accordance with IAS 12 Income Taxes. IAS 12 requires
the application of the balance sheet liability method for
financial reporting and accounting for deferred income
taxes. Deferred income taxes are provided for all temporary differences arising between the tax bases of assets
and liabilities and their carrying values for financial
reporting purposes. Deferred tax liabilities are generally
recognised for all taxable temporary differences and
deferred tax assets are recorded only to the extent that it
is probable that taxable profit will be available against
which the deductible temporary differences can be
utilised. Deferred tax assets and liabilities are offset when
they relate to income taxes levied by the same taxation
authority and the Group intends to settle its tax assets
and liabilities on a net basis.
Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply during the period when
the asset is to be realised or the liability settled, based on

tax rates that have been enacted or substantively enacted
as at the reporting date. As at 31 December 2012 deferred tax assets and liabilities have been measured at
20%. Deferred tax is charged or credited to the consolidated statement of income, except when it relates to
items credited or charged directly to other comprehensive
income, in which case the deferred tax is dealt with in
equity.
Employee benefits – The Group makes certain payments
to employees on retirement or when they otherwise
leave the employment of the Group. These obligations,
which are unfunded, represent obligations under a
defined benefit pension plan. For such plans the pension
accounting costs are assessed using the projected unit
credit method. Under this method the cost of providing
pensions is charged to the consolidated statement of
income in order to spread the regular cost over the
average service lives of employees. Actuarial gains and
losses are recognised in the consolidated statement of
income immediately. The pension payments may be
increased upon the retirement of an employee based on
the decision of management. The pension liability for
non-retired employees is calculated based on a minimum
annual pension payment and do not include increases, if
any, to be made by management in the future. Where
such post-employment employee benefits fall due more
than twenty months after the reporting date they are
discounted using a discount rate determined by reference to the average government bond yields at the
reporting date.
The Group also participates in a defined contribution
plan, under which the Group has committed to making
additional contributions at a certain percentage (15% to
20% in 2012) of the contribution made by employees
choosing to participate in the plan. Contributions made
by the Group on defined contribution plans are charged
to expenses when incurred. Contributions are also made
to the Government Pension fund at the statutory rates in
force during the year. Such contributions are expensed
as incurred.
Share-based payment transactions – The grant-date fair
value of share-based payment awards granted to employees is recognised as an employee expense, with a
corresponding increase in equity, over the period that the
employees unconditionally become entitled to the awards.
The amount recognised as an expense is adjusted to
reflect the number of awards for which the related service
and non-market vesting conditions are expected to be
met, such that the amount ultimately recognised as an
expense is based on the number of awards that meet the
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related service and non-market performance conditions at
the vesting date. For share-based payment awards with
non-vesting conditions, the grant-date fair value of the
share-based payment is measured to reflect such conditions and there is no true-up for differences between
expected and actual outcomes.

Retained earnings legally distributable by the Company
are based on the amounts available for distribution in
accordance with applicable legislation and reflected in the
statutory financial statements. These amounts may differ
significantly from the amounts presented in accordance
with IFRS.

Treasury shares – The Company’s shares, which are held
as treasury stock or belong to the Company’s subsidiaries, are reflected as a reduction of the Group’s equity. The
disposal of such shares does not impact net income for
the current year and is recognised as a change in the
shareholders’ equity of the Group. Dividend distributions
by the Company are recorded net of the dividends related
to treasury shares.

Earnings per share – Earnings per share are calculated by
dividing the profit for the period attributable to ordinary
shareholders by the weighted average number of ordinary
shares outstanding during the period.

Dividends – Dividends are recognised at the date they are
declared by the shareholders at a general meeting.

Contingencies – Contingent liabilities are not recognised in
the consolidated financial statements unless they arise as
a result of a business combination. They are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote. Contingent assets are
not recognised in the consolidated financial statements
but are disclosed when an inflow of economic benefits is
probable.

3. SIGNIFICANT ESTIMATES
The key assumptions concerning the future, and other key
sources of estimation uncertainties at the reporting date,
that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the
next financial year, are discussed below.
Provisions – Provisions are made when any probable and
quantifiable risk of loss attributable to disputes is judged
to exist.

Compliance with tax legislation – Compliance with tax
legislation, particularly in the Russian Federation, is
subject to a significant degree of interpretation and can be
routinely challenged by the tax authorities. The management records a provision in respect of its best estimate of
likely additional tax payments and related penalties which
may be payable if the Group’s tax compliance is challenged by the relevant tax authorities.

Useful lives of property, plant and equipment – In reporting
property, plant and equipment and intangible assets an
assessment of the useful economic life is made at least
once a year.
Frequent flyer programme – The Group has estimated
the liability pertaining to air miles earned by Aeroflot
Bonus programme (Note 2) members. The estimate has
been made based on the statistical information available
to the Group and reflects the expected air mile utilisation
pattern after the reporting date multiplied by their
assessed fair value.
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4. ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS
A number of new Standards, amendments to Standards
and Interpretations are not yet effective as at 31 December 2012, and have not been applied in preparing these
consolidated financial statements. Of these pronouncements, potentially the following will have an impact on the
Group’s operations. The Group plans to adopt these
pronouncements when they become effective.
IAS 19 (2011) Employee Benefits. The amended standard
will introduce a number of significant changes to IAS 19.
First, the corridor method is removed and, therefore, all
changes in the present value of the defined benefit
obligation and in the fair value of plan assets will be
recognised immediately as they occur. Secondly, the
amendment will eliminate the current ability for entities to
recognise all changes in the defined benefit obligation and
in plan assets in profit or loss. Thirdly, the expected return
on plan assets recognised in profit or loss will be calculated based on the rate used to discount the defined
benefit obligation. The amended standard shall be applied
for annual periods beginning on or after 1 January 2013
and early adoption is permitted. The amendment generally
applies retrospectively. The Group has not yet analysed
the likely impact of the new Standard on its financial
position or performance.
IAS 28 (2011) Investments in Associates and Joint
Ventures combines the requirements in IAS 28 (2008) and
IAS 31 that were carried forward but not incorporated into
IFRS 11 and IFRS 12. The amended standard will become
effective for annual periods beginning of or after 1
January 2013 with retrospective application required.
Early adoption of IAS 28 (2011) is permitted provided the
entity also early-adopts IFRS 10, IFRS 11, IFRS 12 and IAS
27 (2011). The Group has not yet analysed the likely
impact of the new Standard on its financial position or
performance.
Amendments to IFRS (IFRS) 7 Financial Instruments:
Disclosures - Offsetting Financial Assets and Financial
Liabilities includes new disclosure requirements for
financial assets and liabilities offset in the statement of
financial position or are the subject of the General
Agreement on offsetting or similar agreements. The
amendments shall be applied retrospectively for annual
periods beginning on or after January 1, 2013 or later. The
Group has not yet determined the potential impact of
these amendments on its consolidated financial
statements.

IFRS 9 Financial Instruments will be effective for annual
periods beginning on or after 1 January 2015. The new
standard is to be issued in phases and is intended
ultimately to replace International Financial Reporting
Standard IAS 39 Financial Instruments: Recognition and
Measurement. The first phase of IFRS 9 was issued in
November 2009 and relates to the classification and
measurement of financial assets. The second phase
regarding classification and measurement of financial
liabilities was published in October 2010. The remaining
parts of the standard are expected to be issued during
2013. The Group recognises that the new standard
introduces many changes to the accounting for financial
instruments and is likely to have a significant impact on
Group’s consolidated financial statements. The impact of
these changes will be analysed during the course of the
project as further phases of the standard are issued. The
Group does not intend to adopt this standard early. This
standard has not yet been adopted on the territory of the
Russian Federation.
IFRS 10 Consolidated Financial Statements will be effective
for annual periods beginning on or after 1 January 2013.
The new standard supersedes IAS 27 Consolidated and
Separate Financial Statements and SIC-12 Consolidation
– Special Purpose Entities. IFRS 10 introduces a single
control model which includes entities that are currently
within the scope of SIC-12 Consolidation – Special
Purpose Entities. Under the new three-step control model,
an investor controls an investee when it is exposed, or has
rights, to variable returns from its involvement with that
investee, has the ability to affect those returns through its
power over that investee and there is a link between power
and returns. Consolidation procedures are carried forward
from IAS 27 (2008). When the adoption of IFRS 10 does
not result a change in the previous consolidation or
non-consolidation of an investee, no adjustments to
accounting are required on initial application. When the
adoption results a change in the consolidation or non-consolidation of an investee, the new standard may be adopted
with either full retrospective application from date that
control was obtained or lost or, if not practicable, with
limited retrospective application from the beginning of the
earliest period for which the application is practicable,
which may be the current period. Early adoption of IFRS 10
is permitted provided an entity also early-adopts IFRS 11,
IFRS 12, IAS 27 (2011) and IAS 28 (2011). The Group has
not yet analysed the likely impact of the new Standard on
its financial position or performance.
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IFRS 12 Disclosure of Interests in Other Entities will be
effective for annual periods beginning on or after 1
January 2013. The new standard contains disclosure
requirements for entities that have interests in subsidiaries, joint arrangements, associates and unconsolidated
structured entities. Interests are widely defined as
contractual and non-contractual involvement that exposes
an entity to variability of returns from the performance of
the other entity. The expanded and new disclosure
requirements aim to provide information to enable the
users to evaluate the nature of risks associated with an
entity’s interests in other entities and the effects of those
interests on the entity’s financial position, financial
performance and cash flows. Entities may early present
some of the IFRS 12 disclosures early without a need to
early-adopt the other new and amended standards.
However, if IFRS 12 is early-adopted in full, then IFRS 10,
IFRS 11, IAS 27 (2011) and IAS 28 (2011) must also be
early-adopted. The new Standard is not expected to have
a significant effect on the consolidated financial statements of the Group.
IFRS 13 Fair Value Measurement will be effective for
annual periods beginning on or after 1 January 2013. The
new standard replaces the fair value measurement
guidance contained in individual IFRSs with a single
source of fair value measurement guidance. It provides a
revised definition of fair value, establishes a framework
for measuring fair value and sets out disclosure requirements for fair value measurements. IFRS 13 does not
introduce new requirements to measure assets or
liabilities at fair value, nor does it eliminate the practicability exceptions to fair value measurement that currently
exist in certain standards. The standard is applied prospectively with early adoption permitted. Comparative
disclosure information is not required for periods before
the date of initial application. The Group has not yet
analysed the likely impact of the new Standard on its
financial position or performance.

the use of other titles is permitted. The amendment shall
be applied retrospectively from 1 July 2012 and early
adoption is permitted. The Group has not yet analysed the
likely impact of the new Standard on its financial position
or performance.
Amendments to IFRS (IAS) 32 Financial Instruments:
Presentation - Offsetting Financial Assets and Financial
Liabilities establish that the company currently has a
legally enforceable right of offset, if this right does not
depend on future events and is valid in the ordinary
course of business as well as in the event of default,
insolvency or bankruptcy of the company and all of its
counterparties. The amendments shall be applied retrospectively for annual periods beginning on or after
January 1, 2014 or later. The Group has not yet determined the potential impact of these amendments on its
consolidated financial statements..
Various adjustments published within annual Project
Improvements to IFRSs have been dealt with on a
standard-by-standard basis. All amendments, which result
in accounting changes for presentation, recognition or
measurement purposes, will come into effect for annual
periods beginning after 1 January 2013. The Group has
not yet analysed the likely impact of the improvements on
its financial position or performance.

Amendment to IAS 1: Presentation of Items of Other
Comprehensive Income. The amendment requires that an
entity present separately items of other comprehensive
income that may be reclassified to profit or loss in the
future from those that will never be reclassified to profit
or loss. Additionally, the amendment changes the title of
the statement of comprehensive income to statement of
profit or loss and other comprehensive income. However,
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5. TRAFFIC REVENUE

Scheduled passenger flights
Cargo

Charter passenger flights

2012

2011

6,247.0

4,109.9

363.7

507.5

277.7
78.1

7,118.2

4,465.7

2012

2011

502.5

445.6

6. OTHER REVENUE

Airline revenue agreements
Sales of duty free goods

Airport services

171.3
-

140.5
69.6

Refuelling services

75.4

68.3

Catering services

20.9

16.9

199.4

125.8

2012

2011

1,274.2

753.8

Ground handling and maintenance
Hotel revenue

Other revenue

32.0

18.4

1,019.9

27.5

18.0

912.2

7. OPERATING COSTS

Aircraft and traffic servicing

Maintenance

601.7

336.5

Sales and marketing

353.6

236.0

Passenger services

158.9

Operating lease expenses
Administration and general expenses
Communication expenses

Food and beverages

Cost of duty free goods sold
Customs duties

Insurance expenses
Other expenses

Operating cost excluding aircraft fuel

Aircraft fuel

567.0

255.2

378.4

210.5
96.0

150.9

122.4

79.8

63.5

117.0
44.6
40.5

260.5

89.5

36.2
29.7

181.7

3,903.9

2,534.2

6,191.4

4,006.4

2,287.5

1,472.2
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8. STAFF COSTS

Wages and salaries

Pension costs

Social security costs

2012

2011

1,026.4

731.6

162.7

105.5

1,241.8

870.1

2012

2011

159.4

105.1

3.0

0.1

52.7

33.0

Pension costs include compulsory payments to the
Russian Federation Pension Fund (“RFPF”), contributions
to a non-government pension fund under a defined
contribution plan, and an increase in the net present value
of the future benefits which the Group expects to pay to
its employees upon their retirement under a defined
benefit pension plan, as follows:

Payments to the RFPF

Defined contribution pension plan
Defined benefit pension plan

0.3

0.3

162.7

105.5

2012

2011

Accounts payable write-off

9.2

5.2

Insurance compensation received

3.5

9. OTHER (EXPENSES)/INCOME, NET

Fines and penalties received from suppliers
Custom duty recovery (Note 26)

7.1

49.6

-

38.9

(38.7)

(32.3)

Goodwill write-off (Note 24)

(43.6)

Accounts receivable write-off

(12.3)

Other income/(expense)

VAT (write-off)/recovery

(3.3)

0.9

-

(5.0)
50.7

(78.1)

108.0

2012

2011

Foreign exchange gain, net

89.2

-

Gain on hedging instrument

13.3

10. FINANCE INCOME AND COSTS

Finance income:

Interest income on bank deposits

Gain on disposal and impairment of investments (Note 17)

Gain on revaluation of hedging instrument

Other finance income
Finance income

156

13.9

14.8

-

424.0

50.0

-

-

166.4

-

1.5

440.3
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2012

2011

Interest expense on short and long-term borrowings

(56.6)

(114.0)

Loss on revaluation of hedging instruments

(33.0)

-

Loss on disposal and impairment of investments

(10.0)

Finance costs:

Interest expense on finance lease liabilities
Loss on hedging instruments
Other finance costs

Interest expense on customs duty discounting
Foreign exchange loss

Finance costs

(52.7)

(15.7)

(11.2)

-

-

(1.6)

(1.6)

-

-

(0.7)

(113.8)

(166.7)

(244.2)

2012

2011

110.8

121.8

11. INCOME TAX

Current income tax charge

Deferred income tax expense/(benefit)

80.6

(27.8)

2012

2011

Profit before income tax

357.7

585.3

Theoretical tax at rate applicable for each jurisdiction

(71.5)

(117.1)

191.4

94.0

Income before taxation for financial reporting purposes is
reconciled to taxation as follows:

Tax rate

Tax effect of items which are not deductible or assessable for
taxation purposes:
Non-taxable income

Non-deductible expenses

Unrecognised current year tax losses

Recognition of previously unrecognised
tax losses
Write off of temporary differences

Over/(under) provided in prior years

The Group did not recognise deferred tax assets of USD
4.9 million related to OJSC AK Russia’s tax losses as the
subsidiary is not expected to earn sufficient taxable
profits in the foreseeable future against which the unused
tax losses can be utilised by the Group.
During the year the Group revised its estimates related to
the deductibility of tax losses of OJSC AK Russia and JSC

20%

8.6

20%

95.2

(50.8)

(74.2)

3.8

-

(4.9)

(65.0)
(11.6)

(191.4)

(2.3)

-

4.4

(94.0)

Vladivostok Air and wrote off deferred tax assets in
amount of USD 65.0 million.
During the 2011 year the Group recognized non-taxable
income related to the exchange of OJSC Terminal shares
on non-controlling shares in OJSC MASH and disposal of
the subsidiary CJSC Nordavia.
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Tax effects of temporary differences:
Tax loss carry-forwards*

Long-term investments

Accounts receivable

2012

20.4

59.6

3.2

(10.5)

13.7

12.4

1.3

18.7

0.6

(6.9)

25.0

1.1

10.6

Deferred tax assets
after tax set off
Property, plant and equipment

Customs duties related to aircraft operation
leases
Long-term investments

Accounts receivable
Accounts payable

Tax loss carry-forwards
Deferred tax liabilities
before tax set off

Tax set off

Deferred tax liabilities
after tax set off

Movement for the year, net

2010

80.0

Financial instrument

Tax set off

Movement
for year

(33.8)

45.4

Deferred tax assets
before tax set off

2011

46.2

Property, plant and equipment

Accounts payable

Movement
for year

1.8

(0.7)

3.0

42.4

4.7

5.9

18.1

40.6
3.5

1.8

2.4

(34.2)
(10.2)

(19.3)

38.5

(57.8)

95.7

(44.4)

140.1

107.8

32.3

(69.3)

(36.9)

(32.4)

40.0

(72.4)

3.6

(28.8)

0.2

(29.0)

(1.4)

(2.1)

2.7

(4.8)

0.6

-

(25.2)

(5.7)

(4.7)

0.5

(2.7)

(3.5)

69.3

-

125.2

(29.5)

159.4

(0.7)

(1.0)

4.2

3.2

3.6

(5.2)

(0.4)

-

(0.6)

(103.2)

(42.7)

(60.5)

19.3

(38.5)

51.3

(111.8)

(73.7)

(32.5)

(41.2)

12.8

(54.0)

29.5

Less: Deferred tax recognised directly in
equity**

10.2

(76.9)

(3.8)

-

(118.2)

(3.8)

(1.4)

(80.6)

27.8

(2.2)

Effect of translation to presentation
currency
Deferred tax benefit/(expense)
for the year

120.6

2.3

Disposed subsidiaries***

Acquisition of subsidiaries

0.6

90.1

57.8

30.6

* Tax loss carry-forwards expire between 2017 to 2022;

** Deferred tax asset in respect of the change in the fair value of the hedge of
USD 2.3 million has been recognised in these consolidated financial statements;

*** In 2012 the Group decided to sell subsidiary CJSC Aerofirst (Note 16).
In 2012 deferred tax expenses related to the subsidiary amounted to USD 2.2 million.

A deferred tax liability in relation to temporary differences
of USD 6.3 million (31 December 2011: deferred tax
assets of USD 12.1 million) relating to investments in
subsidiaries has not been recognised in the consolidated
financial statements as the Group is able to control the
timing of reversal of the difference, and reversal is not
expected in the foreseeable future.
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12. CASH AND CASH EQUIVALENTS

Bank accounts denominated in Russian roubles

Bank accounts denominated in US dollars

Bank accounts denominated in other currencies
Bank accounts denominated in Euros

Bank deposits denominated in Russian roubles

Cash in transit

Bank deposits denominated in US dollars

The Group’s exposure to interest rate risk and a sensitivity
analysis for financial assets and liabilities are disclosed in
Note 37. Most of the funds are held at state owned
Russian banks such as Sberbank of the Russian

2012

2011

257.7

105.0

36.8

22.6

162.1
26.7

32.5
10.7

9.5

205.2

0.5

15.0

2.9

496.2

2.1

393.1

Federation, Vneshtogbank and Vnesheconombank and
well known multinational banks such as the Royal Bank of
Scotland, JP Morgan, Natixis Bank. All funds are accessible by the Group.

13. SHORT-TERM INVESTMENTS
2012

2011

-

2.0

1.2

3.0

Bank deposits with original maturities exceeding 90 days

3.5

1.6

Promissory notes from third parties

5.5

14.9

Reserve for short-term investments

(7.3)

-

Held-for-trading investments:

Corporate and government bonds
Corporate shares

Other short-term investments:

Promissory notes from related parties

Other short-term investments

1.2

1.8
0.1

3.6

4.8

Corporate and government bonds represent bonds
denominated in Russian roubles issued by the Government of the Russian Federation and major Russian
companies with yield to maturity rates of 9.0% to 12.25%
per annum as at 31 December 2012.
The Group’s investments in bonds and shares are reflected at market values at the end of the period based on the
last traded prices obtained from the Moscow Interbank
Currency Exchange (“MICEX”).

1.0

1.4
0.1

18.0
21.0

As at 31 December 2012 the interest rates on bank
deposits denominated in Russian roubles, with original
maturities exceeding 90 days, were in average 4.1% per
annum (31 December 2011: 5.6% per annum).
As at 31 December 2012 the reserve is created under the
deposits held in banks and promissory notes from related
parties.

Corporate shares are publicly traded shares of Russian
companies with readily available market prices.

159

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

14. ACCOUNTS RECEIVABLE AND PREPAYMENTS
2012
Trade accounts receivable

Prepayments to suppliers
Prepayments for aircrafts

VAT and other taxes recoverable
Income tax prepaid

Deferred customs duties related to aircraft operating leases
Other receivables

Accounts receivable and prepayments, gross

Impairment allowance for bad and doubtful accounts

Deferred customs duties of USD 36.7 million (31 December 2011: USD 33.6 million) relate to the current portion of
customs duties incurred on importation of aircraft under
operating leases. These customs duties are expensed in
the consolidated statement of income over the term of
Income before taxation for financial reporting purposes
is reconciled to taxation as follows:

2011

630.4

524.7

365.1

330.1

233.7

269.7

68.8

46.5

276.3

231.4

36.7

119.0

33.6

121.2

1,730.0

1,557.2

1,622.2

1,467.4

(107.8)

(89.8)

the operating lease. The non-current portion of the
deferred customs duties is disclosed in Note 20.
As at 31 December 2012 sufficient impairment allowance
has been made against accounts receivable and
prepayments.

Impairment allowance
As at 1 January 2011

36.3

Additions of subsidiaries

30.3

Increase in impairment allowance for bad and doubtful accounts

23.1

Disposed subsidiaries

7.3

Foreign currency translation

(7.2)

As at 31 December 2011

89.8

Increase in impairment allowance for bad and doubtful accounts

12.3

Foreign currency translation allowance

5.7

As at 31 December 2012

107.8

15. EXPENDABLE SPARE PARTS AND INVENTORIES

Expendable spare parts
Fuel

Other inventories

Expendable spare parts and inventories, gross
Impairment allowance for obsolete inventories

160

2012

2011

93.0

64.8

20.4

29.6

8.2

47.4

143.0

120.4

141.1

118.3

(1.9)

(2.1)
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16. ASSETS CLASSIFIED AS HELD FOR SALE
CJSC Aerofirst
Property, plant and equipment

16.9

Inventory

30.7

Accounts receivable and prepayments

8.7

Cash and cash equivalents

3.7

Other non-current assets

0.1

Total assets classified as held for sale

60.1

Accounts payable and accrued liabilities

(22.4)

Wages payable

(1.1)

Deferred tax liabilities

(2.0)

Total liabilities associated with assets classified as held for sale

(25.5)

Net assets of disposal group

34.6

In 2012 the Group’s management decided to sell 66.66% of its subsidiary CJSC Aerofirst. Its assets and liabilities have
been classified as held for sale. At the end of the year the fair value less costs to sell exceeded the carrying amount of
net assets (Note 42).

17. BUSINESS COMBINATION
Acquisition of subsidiaries

In 2011 the Group acquired the controlling shares and
voting interest of four businesses from State Corporation
Rostekhnologii in exchange for 3.55% of Aeroflot shares.
The seller is under the common control with the Group,
nevertheless the Group decided to apply IFRS 3 Business
Combinations for accounting of this transaction. The
businesses related to shares acquired are as follows:
OJSC AK Rossiya

75% minus one share

OJSC Orenburgskie avialinii

100%

OJSC Sahalinskiye aviatrassi

100%

OJSC Saratovskiye avialinii

51%

JSC Vladivostok Air

OJSC Saratovskiye avialinii was subsequently sold before
the end of the reporting period.
In 2011 the Group disposed of its investment in the
following subsidiaries and associates:
• CJSC TZK Sheremetyevo
• OJSC Insurance company Moscow
• CJSC Nordavia
• OJSC Terminal

52.156%

• CJSC DATE
The aggregate gain on disposal related to above mentioned transactions recognized as finance income is USD
424.0 million.
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18. EQUITY ACCOUNTED INVESTMENTS
2012
Voting rights

Carrying value

-

-

45.0%

3.1

LLC Airport Moscow

CJSC Jetalliance East

49.0%

Other

Various

CJSC AeroMASH – AB

The summarised financial information in respect of the
Group’s affiliates accounted for by using the equity
method based on their respective financial statements

Total assets

Total liabilities

2011
Voting rights

Carrying value

50.0%

4.3

45.0%

2.9

-

49.0%

0.1

Various

3.2

-

0.1

7.3

prepared for the years ended 31 December 2012 and
2011 is set out below:

2012

2011

14.9

29.5

(14.6)

(13.4)

2.9

7.3

Revenue

73.2

144.3

Loss for the year

(0.7)

(3.9)

0.3

0.9

2012

2011

199.7

188.3

0.5

0.5

Net assets

Group’s net carrying amount of equity accounted investments

Profit for the year

Group’s share of results for the year in equity accounted
investments

0.3

3.7

16.1

10.0

19. LONG-TERM INVESTMENTS

Available-for-sale investments:
Available-for-sale securities
Mutual investment funds

SITA Investment Certificates
Other long-term investments:

Loans issued and promissory notes from related parties
Loans issued and promissory notes from third parties
Other

Reserve for LT investment

0.5

0.5

200.7

189.3

1.9

1.9

-

-

-

-

1.9

1.9

200.2

191.2

(2.4)

Available-for-sale securities are mainly represented by the
historical value of Group investment in combined company OJSC Mash.
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20. OTHER NON-CURRENT ASSETS

Deferred customs duties related to aircraft operating leases

VAT recoverable on acquisition of aircrafts

2012

2011

122.6

135.1

106.3

Other

49.0

41.5

21.8

270.4

205.9

21. PREPAYMENTS FOR AIRCRAFT
aircraft which are expected to be used under operating
lease agreements, twelve Boeing B-777 (delivery:
2014-2016) aircraft which are expected to be used under
finance lease agreements.

Prepayments for aircraft relate to cash advances made in
relation to twenty-two Boeing B-787 (delivery: 2014 –
2016), twenty-two Airbus A-350 (delivery: 2018-2019),
twenty Sukhoi Superjet-100 (SSJ) (delivery: 2014-2015)

22. PROPERTY, PLANT AND EQUIPMENT

Cost

1 January 2011

Additions

Additions of subsidiaries

Capitalised overhaul costs
Disposals

Disposal of subsidiary
Transfers

Foreign currency translation
31 December 2011
Additions*

Capitalised overhaul costs
Disposals**

Transfers

Transfers to assets held for sale***
Foreign currency translation

31 December 2012

Accumulated depreciation
1 January 2011

Charge for the year

Impairment
Disposals

Disposal of subsidiary

Foreign currency translation

31 December 2011

Charge for the year

Impairment

Disposals**

Owned
aircraft and
engines

Leased
aircraft and
engines

Land
and
buildings

209.1

1,188.6

970.4

531.8

56.5

2,956.4

-

342.2

98.3

23.8

158.2

622.5

(34.0)

-

25.6

1.1

-

(10.5)

292.8

-

-

(122.8)

2.5

-

(2.5)

(708.2)
3.8

(2.8)

Plant,
equipment
and other

15.3

-

(16.2)

(15.6)

58.6

81.0

334.6

0.1

15.6

-

-

(14.2)

(17.0)

(7.7)

28.3

361.5

4.2

-

(25.1)

1,700.8

670.2

54.7

(240.7)

191.3

14.6

Construction
in progress

(32.1)

Total

390.9

1.1

(69.7)

(974.0)

-

(159.4)

179.6

2,767.8

-

15.7

(18.7)

(14.6)

(19.2)

-

(14.8)

(4.9)

203.3

2,485.9

360.5

402.8

23.7

3,476.2

(137.6)

(319.1)

(120.1)

(187.6)

(4.0)

(768.4)

-

-

(0.4)

3.1

33.8

45.9

-

-

11.5

(21.1)

0.1

32.3
-

6.4

-

118.0

(105.1)

-

-

30.2

3.0

21.2

(28.1)

1.9

(3.3)

13.0

20.7

(54.5)

10.0

19.2

(228.0)

828.6

(16.0)

-

7.1

-

44.2

0.4

(115.8)

(167.4)

(0.5)

(0.1)

-

-

0.4

-

11.6

18.7

(12.9)
6.7

(43.5)
14.1

(19.7)

178.5

(208.8)

(394.0)
(165.5)

-

-

(119.9)

(23.4)

(294.7)

2.8

79.7

52.9

(797.6)

-

(245.3)

-

51.1

0.3
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Transfers to assets held for sale***
Foreign currency translation

31 December 2012

Net book value

31 December 2011

31 December 2012

Owned
aircraft and
engines
-

(7.5)

Leased
aircraft and
engines

Land
and
buildings

-

1.5

(27.0)

(6.9)

Plant,
equipment
and other
1.7

Construction
in progress

(10.6)

-

-

(139.3)

(567.8)

(127.4)

(205.3)

(0.5)

71.4

1,306.8

245.7

167.2

179.1

64.0

1,918.1

233.1

197.5

23.2

Total

3.2

(52.0)

(1,040.3)
1,970.2

2,435.9

* The 2012 additions mainly relate to the addition of five Airbus A-330 aircrafts,
and three Airbus A-321 aircrafts with a carrying value of USD 670.2 million which were received under finance lease agreements.
** The 2012 disposals mainly relate to the disposal two Boeing 737-500 aircrafts of
OJSC Donavia and the disposal of JSC Rossiya’s construction in progress.
*** Transfer to assets held for sale relates to property, plant and equipment of USD 16.5 million of
CJSC Aerofirst comprising USD 19.7 million of historical cost less USD 3.2 million of accumulated depreciation (Note 16).

23. INTANGIBLE ASSETS

Cost

1 January 2011

Software
17.6

Licences
4.5

Additions

20.3

Disposal

(4.4)

(0.1)

Foreign currency translation

(4.1)

(0.3)

13.1

-

Additions of subsidiaries
Transfers

31 December 2011

Additions*
Disposal

Transfers

Foreign currency translation

31 December 2012

Accumulated amortisation
1 January 2011
Charge year
Disposal

Foreign currency translation
31 December 2011
Charge year
Disposal

Foreign currency translation

0.5

19.4

49.3

-

4.2
1.0

(14.8)

(14.0)
-

(1.2)

-

57.4

0.1

-

-

12.1

52.3

-

-

-

-

13.1

-

(4.9)

4.4

21.2

(1.2)

-

0.1

-

(1.6)

-

-

-

(9.6)

(10.4)

-

-

4.1

0.3

70.4

-

2.2

(19.4)

3.1

(0.7)
0.2

(0.6)
(0.1)

Other

29.3

-

-

4.9

Development
Trademarks
in progress and client base

0.9

-

-

(0.1)

-

-

-

51.4

22.5

58.0

(4.5)
-

(9.6)

-

117.8

-

-

26.2

-

-

3.2

0.1

0.1

151.6

-

-

(10.8)

-

-

4.3

(1.1)

-

-

-

55.5

(1.2)

-

0.1

-

-

(5.1)

-

-

-

Total

(9.2)
(0.3)

-

-

-

-

7.6

(12.3)
1.3

(17.5)

(23.8)

-

(1.6)

31 December 2012

(30.0)

(2.3)

-

(10.6)

-

(42.9)

31 December 2011

34.5

2.5

12.1

51.2

-

100.3

Net book value

31 December 2012

40.4

2.1

21.2

44.9

0.1

108.7

* Additions mainly include expenditures incurred in relation to the purchase
of SAP and SIRAX program licenses and implementation costs.
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24. IMPAIRMENT ANALYSIS FOR CASH GENERATING UNIT CARRYING
The aggregate carrying amount of goodwill, allocated to
the Group subsidiaries, and the corresponding values of
the recognized impairment losses are presented in the
table below:

For the purposes of impairment testing, goodwill is
allocated between the assets - the Group subsidiaries
that represent the lowest level within the Group at which
the goodwill is monitored for internal management
purposes and which does not exceed an operating
segment of the Group.

Goodwill

As at 1 January 2011

Impairment

Foreign currency translation
As at 31 December 2012

JSC
Vladivostok Air
42.1

(43.6)
1.5

-

OJSC AK
Rossiya
166.4
-

10.0

176.4

The recoverable amount of the impairment was calculated
on the basis of value in use. The analysis showed that the
carrying amount of «Vladivostok Air» goodwill in the
amount of USD 44.7 million exceeds its recoverable
amount, therefore, an impairment loss of USD 43.6
million was recognized. This impairment loss was recognized in other expenses.
Value in use was determined by discounting the future
cash flows to be derived from continuing use of these
assets.
Key assumptions against which the recoverable amount is
estimated concerned the discount rate, the terminal
growth rate (for the calculation of the terminal value) and
cash flow. We used the following assumptions:
JSC «Vladivostok Air»

The discount rate is assumed at 10.2%. This rate is
calculated based on the risk-free rate on 10 -year U.S.
government bonds, adjusted for country risk (for
Russia) and currency risk (in rubles), the risk of investing in equities, and the risk associated with small
capitalization. The average values D / E and Beta
coefficient as of December 31, 2012 were taken into
account in the calculation. The cost of debt is calculated based on the share of financial leasing in overall
Company’s debt amount, the effective rate on longterm loans in rubles and the effective rate of finance
lease, adjusted for currency risk. Pre-tax WACC equals
12.75%.
The growth rate for the terminal value calculation is set at
the level of Russia’s GDP long-term growth rate of 4.4%.

OJSC
Orenburgskie
avialinii
35.6

-

2.1

37.7

OJSC
Sahalinskiye
aviatrassi
4.9

-

0.3

5.2

CJSC
Aerofirst
6.1

Total

255.1

-

(43.6)

6.5

225.8

0.4

14.3

As a basis for the cash flow forecast the Company
adopted the approved budget for 2013. Cash flows were
projected for the upcoming years in accordance with
macro-economic assumptions adopted for the three-year
plan of Aeroflot Group.
OJSC «Rossiya»

The discount rate is assumed at 9.9%. This rate is
calculated based on the risk-free rate on 10-year U.S.
government bonds, adjusted for country risk (for Russia)
and currency risk (in rubles), the risk of investing in
equities, and the risk associated with small capitalization.
The average values D / E and Beta coefficient as of
December 31, 2012 were taken into account in the
calculation. The cost of debt is calculated based on the
share of financial leasing in overall Company’s debt
amount, the effective rate on long-term loans in rubles
and the effective rate of finance lease, adjusted for
currency risk. Pre-tax WACC equals 12.38%.
The growth rate for the terminal value calculation is set at
the level of Russia’s GDP long-term growth rate of 4.4%.
As a basis for cash flows forecast Company adopted the
approved budget for 2013, as well as a three-year plan of
the company for years 2013- 2015.
OJSC «Orenburg Airlines»

The discount rate is assumed at 11%. This rate is calculated based on the risk-free rate on 10-year U.S. government bonds, adjusted for country risk (for Russia) and
currency risk (in rubles), the risk of investing in equities,
and the risk associated with small capitalization. The
average values D / E and Beta coefficient as of December
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31, 2012 were taken into account in the calculation. The
cost of debt is calculated based on the share of financial
leasing in overall Company’s debt amount, the effective
rate on long-term loans in rubles and the effective rate of
finance lease, adjusted for currency risk. Pre-tax WACC
equals 13.75%.

As a basis for cash flows forecast Company adopted the
approved budget for 2013, adjusted for the analysis of
the actual implementation of the budget for the 3
months of 2013.

The growth rate for the terminal value calculation is set at
the level of Russia’s GDP long-term growth rate of 4.4%.

25. DERIVATIVE INSTRUMENTS
The Group has entered into cross-currency interest rate
swap agreements with two major banks operating in
Russia to hedge some of its euro denominated revenues
from potential future RUB/EUR exchange rate fluctuations. The financial instrument has been assessed as
being effective hedge for IAS 39 purposes. The change in
the fair value of the hedge amounted to a profit of USD
27.7 million and has been reported in other comprehensive income for the year ended 31 December 2012. The
change in fair value due to fluctuation of exchange rate
amounted to USD 1.3 million. A corresponding deferred tax
of USD 2.7 million has been recognized in these financial
statements and reported in other comprehensive income.
The fair value has been determined using a valuation model
with market observable parameters (level 2).
In December 2010 the Group entered into an agreement
with a Russian bank to hedge a portion of its fuel costs
(less than 15%) from potential future price increases. In
accordance with the terms of the agreement the Group
will be compensated by the bank for the excess between
the actual price and the ceiling price specified in the
agreement, whilst the Group has agreed to compensate
the bank the shortfall between the actual prices and the
floor price specified in the agreement. The financial
instrument has been assessed as being effective hedge
for IAS 39 purposes. The contract is accounted as hedge
accounting only when it breaches the maximum or
minimum strike prices. Otherwise, the value of the
derivative is accounted through profit and loss. As at 31
December 2012 the fair value of the derivate instrument
amounted to a loss of USD 1.5 million and has been
reported in this statement of income. The fair value has
been determined using a valuation model with market
observable parameters (level 3). Management estimates
that the related cash flows will occur through the period
up to April 2013 at which time net gain (loss) will affect
profit or loss.
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In June 2011 the Group entered into an agreement with a
Russian bank to hedge a risk related to increase of Libor
which is mainly used for finance lease agreements. In
accordance with the terms of the agreement the Group
fixes interest payment related to 21 ongoing financial
lease contracts. The financial instrument has been
assessed as being effective hedge for IAS 39 purposes.
The fair value of the hedge amounted to a loss of USD 1.6
million and has been reported in other comprehensive
income. A corresponding deferred tax of USD 0.4 million
has been recognized in these financial statements and
reported in other comprehensive income. The fair value
has been determined using a valuation model with market
observable parameters (level 2). Management estimates
that the related cash flows will occur through the period
up to June 2014 at which time net gain (loss) will affect
profit or loss.
In September and October 2012, the Group entered into
agreements with three Russian banks to hedge a portion
of its fuel costs. The fair value of hedging instruments at
31 December 2012 amounted to USD 41.2 million loss
and is reflected in the profit and loss account.
In November and December 2012, the Group entered into
agreements with three Russian banks to hedge the risk of
negative changes in the exchange rates. Change in fair
value of the hedging instrument reflected in the profit and
loss account amounted USD 8.4 million income.
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26. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
2012

2011

Trade accounts payable

464.8

454.5

VAT payable on leased aircraft

104.0

Staff related liabilities

182.6

Customs duties payable on leased aircraft

10.3

Advances received (other than unearned transportation revenue)
Income tax payable

Other taxes payable

23.0

44.4

0.7

Other payables

Other liabilities related to frequent flyer programme (Note 28)

As at 31 December 2012 accounts payable and accrued
liabilities include the short-term portion of VAT of USD
104.0 million (31 December 2011: USD 67.6 million) and
customs duties of USD 10.3 million (31 December 2011:
USD 12.2 million) relating to imported leased aircraft,
which are payable in equal monthly instalments over a
thirty-four-month period from the date these assets were
cleared through customs. The long-term portion of VAT
payable and customs duties of USD 105.3 million (31
December 2011: USD 47.9 million) and USD 8.4 million

236.6

1.1

Dividends payable

67.6

12.2

52.1

18.1

Merchandise credits

156.4

17.9
1.9

2.0

100.7

40.0

989.1

1,052.7

31.7

19.2

(31 December 2011: USD 5.5 million), respectively,
relating to the leased aircrafts are disclosed in Note 33.
Staff related payables primarily include salaries and social
contribution liabilities of USD 86.1 million (31 December
2011: 75.3 million) and the unused vacation accrual of
USD 55.4 million (31 December 2011: USD 81.1 million).

27. UNEARNED TRANSPORTATION REVENUE
As at 31 December 2012 unearned transportation revenue
of USD 502.9 million (31 December 2011: USD 371.4
million) comprised passenger transportation revenue of
USD 502.9 million (31 December 2011: USD 369.3

million) and cargo transportation revenue of nil (31
December 2011: USD 2.1 million).

28. DEFERRED REVENUE RELATED TO FREQUENT FLYER PROGRAMME
Deferred revenue related to Aeroflot Bonus as at 31
December 2012 has been assessed in accordance with
IFRIC 13 Customer Loyalty Programmes. The amount

Deferred revenue related to frequent flyer programme, current

Deferred revenue related to frequent flyer programme, non-current
Other current liabilities related to frequent flyer programme
(Note 26)

Other non-current liabilities related to frequent flyer programme
(Note 33)

represents the number of points earned but unused by
the Aeroflot Bonus programme members estimated at fair
value (Note 2).
2012

2011

11.8

8.1

45.2

32.5

31.7

19.2

93.0

55.3

181.7

115.1
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29. PROVISIONS

As at 1 January 2012

Additions of subsidiaries

2012

2011

8.6

15.2

-

Additional provision

1.8

4.3

Release of provision

Foreign exchange gain/loss, net

2.7

(6.0)

(10.9)

7.4

8.6

0.5

As at 31 December 2012
Analysed as:

Current liabilities

Non-current liabilities

(0.2)

4.4

2.5

7.4

8.6

3.0

6.1

contingent liabilities and accrued interest and penalties
based on the best estimate of the amount of additional
taxes that may be required to pay.

The Group is a defendant in legal actions of a different
nature. Provisions for liabilities represent management’s
best estimate of probable losses on existing and potential
lawsuits. In addition, the Group establishes allowances for

30. FINANCE LEASE LIABILITIES
The Group leases aircraft under finance lease agreements. Leased aircraft are listed in Note 1 above:
2012

2011

Total outstanding payments

2,233.0

1,796.3

Principal outstanding

1,881.7

1,499.5

246.3

202.8

Interest

(351.3)

Representing:

Current lease liabilities

Non-current lease liabilities

1,635.4

Principal

Interest

On demand or within one year

246.3

65.4

After five years

863.6

In two to five years

1,296.7

1,881.7

2012
Due for repayment:

(296.8)

1,499.5
2011

Total
payments

Principal

Interest

202.8

49.6

311.7

771.8

191.7

963.5

595.2

150.6

1,881.7

351.3

2,233.0

1,499.5

296.8

94.2

957.8

701.5

96.6

Total
payments
252.4

745.8
798.1

1,796.3

Interest unpaid as at 31 December 2012 amounted to
approximately USD 3.6 million (31 December 2011: USD
2.9 million) and is included in accounts payable and
accrued liabilities. The effective interest rate as at 31
December 2012 was approximately 3.7% per annum (31
December 2011: 3.6% per annum).
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31. SHORT-TERM BORROWINGS

Loans denominated in US dollars:

Citibank International PLC, short term portion (Note 32)
Gazprombank

Bank BFA

Sberbank of the Russian Federation
Bonds denominated in Russian roubles, short term portion*
Loans denominated in Russian roubles:

Sberbank of the Russian Federation, short term portion (Note 32)

Bank FORSHTADT**
Iturup Bank***

Sberbank of the Russian Federation

2012

2011

24.3

-

-

-

-

25.0
15.1
0.8

24.3

40.9

23.5

3.3

3.9

2.5

402.1

9.9

6.5

-

-

116.4

Far Eastern Bank

-

4.7

Bank Petrocommerce

-

34.2

1.0

0.3

Bank BFA

Gazprombank

Trascreditbank

Other short term bank loans
Loans denominated in other currency:

Eurasia Investment Promotion Co., short term portion (Note 32)

Sberbank of the Russian Federation, short term portion****

-

81.5

82.3
4.1

38.3

329.3

0.8

0.9

1.3

1.5

0.5

466.0

0.6

378.2

* The balance as at 31 December 2012 relates to bonds of USD 402.1
million borrowed at an interest rate of 7.75% per annum. Yield to maturity
as at the end of reporting period is 7.62 %. The bonds are unsecured;
** The balance as at 31 December 2012 represents loan of USD
9.9 million issued at an interest rate 13.0% per annum. The loan is
unsecured;
*** The balance as at 31 December 2012 represents loans of USD 3.9
million issued at an interest rate 9.9% per annum. The loans are secured
by property and fuel with a value of USD 3.6 million;
**** The balance as at 31 December 2012 represents loan of USD 0.5
million issued at an interest rate 9.6% per annum. The loan is secured
secured by property and land with a carrying value of USD 5.4 million and
the lease of the land is pledged as collateral.
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32. LONG-TERM BORROWINGS

Loans denominated in US dollars:

Citibank International PLC, long-term portion*
Accor

Other long-term loans

2012

2011

44.5

-

2.9

3.4

2.9

3.4

50.8

6.3

-

372.7

Bank BFA**

98.8

-

Sberbank of the Russian Federation, long-term portion****

40.2

7.1

0.8

1.7

Bonds denominated in Russian roubles, long-term portion (Note 31)
Loans denominated in Russian roubles:
AB Russia***

Loans denominated in other currency:

Eurasia Investment Promotion Co., long-term portion*****

Sberbank of the Russian Federation, long-term portion (Note 31)

49.4

-

188.4

-

0.8

240.0

7.1

0.5

2.2

388.3

* The balance as at 31 December 2012 represents loan of USD
44.5 million issued at an interest rate LIBOR plus 3.5% per annum.
Commercial loan facility for the purposes of partially funding its leasing
agreement;

**** The balance as at 31 December 2012 represents loans of USD 40.2
million issued at an interest rate from 10.0% to 13.75% per annum. The
loans are secured by a property, plant and land with a carrying value of
USD 21.8 million;

** The balance as at 31 December 2012 represents loans of USD 98.8
million issued at an interest rate from 11.9% to 12.4% per annum. The
loan is secured by property and land with a carrying value of USD 19.4
million and the lease of the land is pledged as collateral;

***** The balance as at 31 December 2012 represents loan of USD 0.8
million issued at an interest rate 7.4% per annum. The loan is secured by
a property with a carrying value of USD 0.1 million.

*** The balance as at 31 December 2012 represents loan of USD 49.4
million issued at an interest rate 10.6% per annum. The loan is unsecured;

The long-term borrowings are repayable as follows:
2012
On demand or within one year (Note 31)
In two to five years
After five years

Less: amounts due for settlement within 12 months (Note 31)

Amounts due for settlement after 12 months

170

451.2

2011
11.3

233.7

382.0

691.2

399.6

240.0

388.3

6.3

(451.2)

6.3

(11.3)
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33. OTHER NON-CURRENT LIABILITIES

VAT payable on leased aircraft

Custom duties payable on leased aircraft

2011

105.2

47.9

93.0

55.3

8.4

Other liabilities related to frequent flyer programme (Note 28)
Defined benefit pension obligation, non-current portion

14.9

Defined benefit pension obligation, non-current portion

As at 31 December 2012 other non-current liabilities
include the long-term portion of VAT of USD 105.2 million
(31 December 2011: USD 47.9 million) and customs duties
of USD 8.4 million (31 December 2011: USD 5.5 million)
relating to imported leased aircraft, which are payable in
equal monthly instalments over a thirty-four-month period
from the date these assets are cleared through customs.

2012

9.4

230.9

5.5

11.7

-

120.4

The short-term portion of the VAT payable and the
customs duties of USD 104.0 million (31 December 2011:
USD 67.6 million) and USD 10.3 million (31 December
2011: USD 12.2 million), respectively, relating to the
imported leased aircraft are disclosed in Note 26.

Customs duties payable on leased aircraft have been
discounted using a discount rate between 9.8% and 12.0%.

34. SHARE CAPITAL

Ordinary shares of one Russian rouble each:
As at 31 December 2011

As at 31 December 2012

Ordinary shareholders are entitled to one vote per share.
During 2012 the number of treasury shares held by the
Group decreased by 7,580,643.
The Company’s shares are listed on the Russian Trade
System (“RTS”) and the Moscow Interbank Currency
Exchange (“MICEX”) and on 31 December 2012 were
traded at USD 1.49 per share. On 17 April 2013 were
traded at USD 1.59 per share.

Number of shares
authorised and
issued

Number of treasury
shares

Number of shares
outstanding

1,110,616,299

(70,395,087)

1,040,221,212

1,110,616,299

(62,814,444)

1,047,801,855

established at 100 shares per GDR. In accordance with
the depositary agreement the total volume of the GDR’s
of the Company cannot exceed 20% of the Company’s
share capital. In 2001 the Company’s GDR’s were listed
on the New Europe Exchange (“NEWEX”) in Vienna and
after closing of this stock exchange the GDR’s were
transferred to the third segment of the stock exchange in
Frankfurt. On 31 December 2012 and 17 April 2013 the
GDR’s were traded at USD 146.94 and USD 152.97 each,
respectively.

The Company launched a Level 1 Global Depositary
Receipts (GDR’s) programme in December 2000. The
Company signed a depositary agreement with Deutsche
Bank Group, allowing the Company’s shareholders to
swap their shares for GDR’s, which trade over-the-counter on US and European markets. The swap ratio was
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35. DIVIDENDS
At the annual shareholders’ meeting held on 25 June 2012
the shareholders approved dividends in
respect of 2011, which would be paid to the shareholders
in the amount of 1.8081 Russian roubles per share

(6.2 US cents at the average exchange rate of the year
2011) totalling to 2,000.0 million Russian roubles (USD
68.1 million at the average exchange rate of the year 2011).

36. OPERATING SEGMENTS
The Group has four reportable segments, as described
below, which are the Group’s strategic business units.
The strategic business units offer different products and
services, and are managed separately because they
require different technology and marketing strategies. For
each of the strategic business units, the Group’s General
Director reviews internal management reports on at least
a quarterly basis. The following summary describes the
operations in each of the Group’s reportable segments:
• Airline – domestic and international passenger and cargo
air transport and other airline services;
• Catering – includes preparation of food and beverages
for air travel;
• Hotels – includes operating a hotel;
There are also other operating segments. However, none
of these segments meet any of the quantitative thresholds for determining reportable segments in 2012 and

2012

Airline

External sales

7,914.4

Total revenue

7,914.5

Inter-segment sales
Operating profit/(loss)
Finance income

2011. For the segment Airport terminal – Sheremetyevo-3
terminal which was disposed in 2011 comparative
information is presented.
Information regarding the results of each reportable
segment is included below. Performance is measured
based on segment sales revenue and operating profit, as
included in the internal management reports that are
reviewed by the Group’s General Director. Segment sales
revenue and operating profit is used to measure performance as management believes that such information is
the most relevant in evaluating the results of certain
segments relative to other entities that operate within
these industries. Inter-segment pricing is determined on
an arm’s length basis.

Catering

Hotels

26.4

22.5

-

174.8

234.4

36.0

-

180.9

0.1

208.0

316.3

25.6

13.5
7.4

Terminal

-

Other

6.1

15.4

Eliminations

Total
Group

-

8,138.1

(227.7)

8,138.1

(227.7)

(7.0)

Finance costs

357.7

Income tax

(191.4)

Profit for the year

Associates

Unallocated assets

Consolidated total assets

172

166.4
0.3

Profit before income tax

Segment assets

357.7

(166.7)

Share of income in associates

As at 31 December 2012

-

166.3

6,222.3
-

75.4
-

34.9

-

-

132.6

3.2

(387.0)

-

6,078.2

3.2

164.5

6,245.9
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Segment liabilities

Unallocated liabilities

Consolidated total liabilities

Capital expenditure (Note 22)

Depreciation and amortisation

Goodwill impairment
2011

Airline

4,520.4

6.4

43.6

-

-

263.8

Total revenue

5,124.4

Operating profit/(loss)

Finance costs

Share of income in associates

Profit before income tax

31.1

9.1

5,118.4

Finance income

37.3

Hotels

827.9

External sales

Inter-segment sales

Catering

2.1

107.6

-

0.9

-

-

-

24.7

21.8

174.7

34.4

150.0

309.2

18.6

-

12.6
8.0

-

Other

-

1.4

6.0

0.9

Terminal

Eliminations

(168.6)

-

Associates

Unallocated assets

Consolidated total assets
Segment liabilities

Unallocated liabilities

Consolidated total liabilities

Capital expenditure (Note 22)
Additions of subsidiaries

Depreciation and amortisation
Non-recoverable VAT (Note 9)

91.8

4,619.6
844.3

-

69.2

143.8

-

5,377.9

188.8

144.4

(288.8)

5,377.9

119.6
64.8

0.6

(5.7)

-

-

-

(288.8)

(6.6)

-

269.1

43.6

-

388.3

440.3

(244.2)
0.9

585.3

(94.0)

Profit for the year

Segment assets

4,527.8

1.8

Income tax

As at 31 December 2011

Total
Group

491.3

5,346.5

5.8

47.4

-

28.5

-

-

-

328.1

-

(626.3)

-

1,336.3

25.3

6.3

-

18.4

(130.2)

376.1

2.5

3.6

8.8

1.0

-

174.8

1.8

1.4

41.4

1.7

622.5
4.4

-

-

-

-

-

-

-

-

-

5,124.2

5.8

205.9

5,335.9

1,256.1

2,675.6
3,931.7

392.0

622.5

221.1
4.4

2012

2011

1,032.8

743.4

Scheduled passenger revenue:

International flights from Russian Federation to:
Europe

Asia

North America

Other

International flights to Russian Federation from:
Europe

Asia

North America

582.1

404.3

75.3

56.5

111.3

78.4

1,801.5

1,282.6

1,033.7

748.0

108.6

79.4

652.4

421.6
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Other

2012

2011

1,868.2

1,305.3

15.3

3.5

73.5

Domestic flights

56.3

2,562.0

Other international flights
Cargo revenue:

1,518.5

6,247.0

4,109.9

8.8

8.0

International flights from Russian Federation to:
Europe

Asia

21.6

North America

17.1

1.3

Other

1.9

0.7

International flights to Russian Federation from:
Europe
Asia

0.6

32.4

27.6

29.7

25.0

90.0

North America

71.8

5.8

Other

4.1

0.4

0.3

125.9

Other international flights

101.2

70.3

Domestic flights

63.0

135.1

85.9

363.7

277.7

37. RISK CONNECTED WITH FINANCIAL INSTRUMENTS
Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
approach to managing liquidity is to ensure that, as far as
possible, that it will always have sufficient liquidity to meet
its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking
damage to the Group’s reputation. The Group’s entities

utilise a detailed budgeting and cash forecasting process to
ensure their liquidity is maintained at appropriate level.
The Group has entered into various agreements with a
number of banks in Russia whereby the banks have issued
facilities to guarantee the repayment of the Group’s commitments related to the existing aircraft lease agreements.

The following are the contractual maturities of financial liabilities, excluding future interest:
Average interest rate
31 December 2012

Non-derivative financial liabilities:
Loans in foreign currency

Loans in Russian roubles
Bonds

Finance lease liabilities

Customs duties

Trade and other payables
(excluding customs duties)

174

Contractual
3,7%

Effective

0-12
months

3,7%

25.6

11,2%

11,2%

3,7%

3,7%

7,8%

7,6%

0,0%

10,8%

0,0%

0,0%

1-2
years

2-5
years

24.9
-

38.3

126.7

246.3

204.4

402.1
10.3

750.1

1,472.7

6.2

1.7

363.9

Over
5 years

Total

20.4

6.3

77.2

-

-

61.7

563.1
2.2

5.0

652.4

-

226.7

867.9

1,881.7

-

8.2

882.4

402.1
18.7

765.0

3,371.4
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Average interest rate
31 December 2011

Non-derivative financial liabilities:
Loans in foreign currency

Loans in Russian roubles

Contractual
4,5%

Effective
4,5%

0-12
months

1-2
years

42.4

0.5

10,5%

10,5%

329.3

Finance lease liabilities

3,6%

Trade and other payables
(excluding customs duties)

0,0%

3,6%

9,8%

0,0%

0,0%

Bonds

7,8%

Customs duties

8,0%

Customs duties represent discounted liabilities on custom
duties regarding finance and operation leases of aircrafts.
The effective annualised interest rate is impacted by the
date of adding a new aircraft to the fleet of the Group.
As at 31 December 2012 the Group had USD 959.6
million (31 December 2011: USD 632.4 million) available in
relation to lines of credit granted to the Group by various
lending institutions.

2-5
years
1.7

1.8

5.3

202.8

182.9

799.8

1.2

6.5

12.2

1,393.0

372.7

4.9

564.0

Over
5 years
6.3

Total
50.9

-

336.4

412.3

701.5

1,499.5

3.7

6.6

811.3

-

0.6

423.6

-

-

714.4

379.2

17.7

3,095.0

Currency risk – The Group is exposed to currency risk in
relation to sales, purchases and borrowings that are
denominated in a currency other than the respective
functional currencies of the Group entities, which are
primarily the Russian rouble. The currencies in which these
transactions are primarily denominated are Euro and USD.

The Group’s exposure to foreign currency risk was as follows based on notional amounts
of financial instruments:
2012
In millions of USD

Cash and cash
equivalents

Accounts
receivable, net

Other non-current
assets

Accounts payable and
accrued liabilities

Finance lease
liabilities (current
portion)

Finance lease
liabilities (non-current
portion)

Short-term
borrowings

Long-term
borrowings
Net assets/(liabilities)

USD

EUR

2011
Other

Total

USD

EUR

Other

Total

162.6

26.7

36.8

226.1

47.5

10.7

22.6

80.8

305.5

96.6

75.6

477.7

235.1

81.6

109.5

426.2

509.8

41.7

125.9

113.1

748.8

45.0

456.4
739.0

97.9

134.2

2.1

464.1

154.7

90.9

19.4

265.0

203.6

82.1

38.4

324.1

237.9

-

-

237.9

193.4

-

-

193.4

1,537.9

-

-

1,537.9

1,198.2

-

-

1,198.2

24.3

0.5

0.8

25.6

40.9

0.6

0.9

42.4

50.8

-

0.8

51.6

6.3

0.5

1.7

8.5

2,005.6

(1,495.8)

2.6

91.4

34.5

0.7

21.0

92.1

2,118.0

(1,369.2)

1,642.4

(903.4)

5.6

83.2
14.7

41.0

93.2

971.1

1,766.6

(795.5)
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In addition, payment of approximately USD 411.3 million
denominated in euro is expected to take place in April
2013 in relation to the hedge instrument described in
Note 25.
In November and December 2012, the Group entered into
agreements with three Russian banks to hedge the risk of
negative changes in the exchange rates (Note 25).

A 20% strengthening or weakening of the Russian rouble
against the following currencies as at 31 December 2012
and 31 December 2011, respectively, would have increased/(decreased) profit before income tax by the
amounts shown below. This analysis assumes that all
other variables, in particular interest rates, remain constant. The effect on the Group’s equity would be the
same as that on the Group’s profit, excluding taxation.

2012

2011

Percent
against RUR

Effect on profit
before income tax

Percent
against RUR

Effect on profit
before income tax

USD

20%

(299.1)

20%

(180.7)

Euro

20%

6.8

20%

2.9

Other currencies

20%

18.4

20%

18.6

USD

20%

299.1

20%

180.7

Euro

20%

(6.8)

20%

(2.9)

Other currencies

20%

(18.4)

20%

(18.6)

In millions of USD
Increase in the rate of exchange to rouble

Decrease in rate of exchange to rouble

Interest rate risk – Changes in interest rates impact
primarily loans and borrowings by changing either their
value (fixed rate debt) or their future cash flows (variable
rate debt). At the time of raising new loans or borrowings
management uses judgment to decide whether it believes
that a fixed or variable interest rate would be more
favourable to the Group over the expected period until
maturity.

As at 31 December 2012 and 31 December 2011 the
interest rate profiles of the Group’s interest-bearing
financial instruments were:

Carrying amount
Fixed rate instruments
Financial assets

Financial liabilities
Variable rate instruments
Financial assets

Financial liabilities

176

2012

2011

13.0

221.8

(1,312.3)

(1,152.4)

-

0.5

(1,299.3)

(1,275.4)

(1,275.4)

(930.6)

(1,113.8)

(1,113.3)
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During the year some of the Group’s loans bore variable
interest rates (Note 31 and Note 32). If the variable
interest rates on borrowings in 2012 were 30% greater or
lower that the actual interest rates for the year, with all
other variables held constant, interest expense would not
have changed significantly (2011: no significant change).
The interest component of the Group’s finance leases
primarily accrues at variable interest rates. Notable part of
finance lease liabilities (USD 523 million) is a subject to an
interest rate swap agreement (Note 25). If in 2011 those
rates were 30% greater or lower than what they actually
were, with all other variables held constant, interest
expense on finance leases for the year would not have
been materially different (2011: no significant change).
Fuel risk – The results of the Group’s operations can be
significantly impacted by changes in the price of aircraft
fuel. In December 2010 and in September and October
2012 the Group entered into agreements with a Russian
banks to hedge a portion of its fuel costs from potential
future price increases. In accordance with the terms of
the agreement the Group will be compensated by the
bank for the excess between the actual price and the

ceiling price specified in the agreement, whilst the
Group has agreed to compensate the bank the shortfall
between the actual prices and the floor price specified in
the agreement.
Capital management – The Group manages its capital to
ensure its ability to continue as a going concern while
maximizing the return to shareholders through the
optimization of the debt and equity balance.
The Group monitors it’s capital in comparison with other
companies in the airline industry on the basis of the
following ratios:
• net debt to total capital,
• total debt to EBITDA,
• net debt to EBITDA.
Total debt mainly consists of borrowings, finance lease
liabilities, custom duties payable on leased aircraft,
defined benefit pension obligation. Net debt is defined as
total debt less cash, cash equivalents and short term
investments. Total capital consists of total equity and net
debt. EBITDA is calculated as operating profit before
depreciation, amortization and custom duties expenses.

The ratios are as follows:

Total debt

Less cash and cash equivalents and short term investments

Net debt
Equity

Total capital

Net debt / Total capital
Total debt / EBITDA
Net debt / EBITDA

There were no changes in the Group’s approach to capital
management during the year.
Neither the Group nor any of its subsidiaries are subject to
externally imposed capital requirements.
Credit risk is the risk of financial loss to the Group if a
customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally
from the Group’s receivables from customers and
investment securities.

2012

2011

2,621.4

2,295.5

(501.0)

2,120.4

1,775.2

(414.1)

1,881.4

1,488.4

3,895.6

3,369.8

3.8

3.6

0.5

3.2

0.6

2.9

The Group conducts transactions with the following major
types of counterparties:
• The Group has credit risk associated with travel agents
and industry settlement organisations. A significant
share of the Group’s sales takes place via travel agencies. Due to the fact that receivables from agents are
diversified the overall credit risk related to agencies is
assessed by management as low.
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• Receivables from other airlines are carried out through
the IATA clearing house. Regular settlements ensure
that the exposure to credit risk is mitigated to the
greatest extent possible.
• Aircraft suppliers require that security deposits are paid
by the Group in relation to the future aircraft deliveries.
The Group mitigates this credit risk by performing
extensive background checks on suppliers. Only well
known and reputable companies are contracted with.

• The Group limits its exposure to credit risk associated
with investments by only investing in liquid securities.
Management actively monitors the performance and
given that the Group only has invested in securities with
high credit ratings, management does not expect any
counterparty to fail to meet its obligations.

The maximum exposure to the credit risk net of impairment
allowance is set out in the table below:
2012

2011

Cash and cash equivalents

496.2

393.1

Prepayments for aircraft

445.6

432.9

Long-term investments

200.2

191.2

Trade accounts receivable
Short-term investments

530.7

4.8

475.1

21.0

1 677.5

1,513.3

2012

2011

521.0

469.0

0.2

0.4

530.7

475.1

Aging of past due but not impaired trade receivables:
Current

0 – 90 days

90 – 2 years

Over 2 years

Long-term investments

9.5
-

5.7

38. RELATED PARTY TRANSACTIONS
The ultimate controlling party of the Company is the
Government of the Russian Federation. According to IAS
24 Related party disclosures a reporting entity is exempt
from the disclosure requirements in relation to related
party transactions and outstanding balance, including
commitments, with the government that has control over
the reporting entity, or with another entity, controlled by
the government since 1 January 2011.
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The Consolidated financial statements of the Group
include the following balances and transaction with
related parties other than government – related entities:
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Assets

Cash and cash equivalents

Trade and accounts receivable
Liabilities

Trade and other accounts payable
Sales to associates

Purchases from associates

Purchases consist primarily of aviation security services.
During 2012 and 2011 most of the transactions between the
Group and its related parties were based on market prices.
The amounts outstanding to and from related parties
mainly will be settled in cash.
In 2012 total amounts of guarantees given and received
relating to associates are nil.
Government-related entities

The Group operates in an economic regime where the entities
directly or indirectly controlled by Government of Russian
Federation through its government authorities, agencies,
affiliations and other organizations, collectively referred to as
government-related entities. The Group has transactions with
other government-related entities including but not limited to
sales, purchase of air navigation and airport services.
Significant loans obtained from the banks controlled by
Russian government are disclosed in Note 31 and 32.
For the year ended 31 December 2012, management
estimates that the aggregate amount of Group’s significant
transactions with other government-related entities are on
the same level as at previous year and less than 15% of
total expenses, and less than 1% of total sales.
Compensation of key management personnel

The remuneration of directors and other members of key
management (the members of the Board of Directors and
Management Committee as well as key managers of
flight and ground personnel who have significant power

2012

2011

0.2

0.1

0.4

6.2

2.4

3.1

0.6

2.4

1.0

37.2

6.3

3.1

13.1

42.0

and responsibilities on key control and planning decisions
of the Group) consist of short-term benefits including
salary and bonuses as well as short-term compensation
for serving on the management bodies of Group companies of 2012 amounted to approximately USD 23.1 million
(31 December 2011: USD 19.8 million).
Such amounts are stated before personal income tax but
exclude unified social tax. According to Russian legislation, the Group makes contributions to the Russian State
pension fund as part of unified social tax for all its
employees, including key management personnel.
During 2010, the Group initiated a share option programme for its key executives and employees. The
program will run for three years and will be exercised in
three tranches granted over the three-year period from 1
January 2011 through to 31 December 2013. The vesting
requirement of the share option programme is the
continuous employment of participants during the vesting
period. The fair value of services received in return for the
share option granted is measured by reference to the fair
value of the share option granted. The estimate of the fair
value of the services received is determined using the
Black-Scholes model. The following variables have been
used in the model: the market share price at the grant
date of USD 1.9, the expected volatility of 40% and a risk
free interest rate of 5%. During 2012 expenses related to
the programme amounted to USD 0.2 million. These have
been recognised as wages and salaries in the consolidated statement of income (Note 8). The outstanding
amount at the end of the reporting period is USD 6.8
million (31 December 2011: USD 10.7 million).
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39. COMMITMENTS UNDER OPERATING LEASES
Future minimum lease payments under non-cancellable
aircraft and other operating leases are as follows:

On demand or within one year

In two to five years
After five years

Total minimum payments

The amounts above represent base rentals payable.
Maintenance fees payable to the lessor, based on actual
flight hours, and other usage variables are not included in
the figures.

2012

2011

538.3

538.7

1,832.7

1,819.8

3,665.2

3,678.1

1,294.2

1,319.6

For details of the fleet subject to operating leases refer to
Note 1.
During 2012, two aircrafts Airbus A-330 of JSC Vladivostok
Air were disposed ahead of schedule.

40. CAPITAL COMMITMENTS
The Group’s capital commitments in relation to the
acquisition of property, plant and equipment and other
services as at 31 December 2012 amounted to approximately USD 1,921.2 million (31 December 2011: USD

2,566.4 million). These commitments mainly relate to five
Airbus A-321-200, sixteen Boeing B-777 which are
expected to be used under finance lease agreements.

41. CONTINGENCIES
Political environment – The Government of the Russian
Federation continues to reform the business and commercial infrastructure in its transition to a market economy. As
a result laws and regulations affecting businesses continue
to change rapidly. These changes are characterised by poor
drafting, different interpretations and arbitrary application
by the authorities.
Business environment – The Group’s operations are
primarily located in the Russian Federation. Consequently,
the Group is exposed to the economic and financial
markets of the Russian Federation which display characteristics of an emerging market. The legal, tax and regulatory
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frameworks continue development, but are subject to
varying interpretations and frequent changes which
together with other legal and fiscal impediments contribute
to the challenges faced by entities operating in the Russian
Federation. The consolidated financial statements reflect
management’s assessment of the impact of the Russian
business environment on the operations and the financial
position of the Group. The future business environment
may differ from management’s assessment.
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Taxation – The taxation system in the Russian Federation
continues to evolve and is characterised by frequent
changes in legislation, official pronouncements and court
decisions, which are sometimes contradictory and subject to
varying interpretation by different tax authorities. Taxes are
subject to review and investigation by a number of authorities, which have the authority to impose severe fines,
penalties and interest charges. A tax year remains open for
review by the tax authorities during the three subsequent
calendar years; however, under certain circumstances a tax
year may remain open longer. Recent events within the
Russian Federation suggest that the tax authorities are

taking a more assertive and substance-based position in
their interpretation and enforcement of tax legislation.
These circumstances may create tax risks in the Russian
Federation that are substantially more significant than in other
countries. Management believes that it has provided adequately for tax liabilities based on its interpretations of
applicable Russian tax legislation, official pronouncements and
court decisions. However, the interpretations of the relevant
authorities could differ and the effect on these consolidated
financial statements, if the authorities were successful in
enforcing their interpretations, could be significant.

42. SUBSEQUENT EVENTS
In the period from January to April 2013 the Group
received three Boeing 777 and two Airbus A-320 under
the terms of operating lease agreement.
In January 2013 the Group completed the sale of CJSC
“Aeroferst” subsidiary.

These securities of series BO-03 with maturity of 1,092
days from the date of placement are interest-bearing
non-convertible exchange-traded bearer bonds with
mandatory centralized custody. Income from these
securities is payable within 6 coupon periods at a rate of
8.3% per annum.

In April 2013, the Group repaid the bond loan issued in
2010.
In April 2013 Company placed 5 million market bonds at
MICEX Stock-exchange. Nominal value amounted 1,000
RUB each.
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10.1. Information on execution in 2012 of
instructions from the President and
Government of the Russian Federation
Document type, date, number

1. Instruction VP-P13-9308, dated 28.12.2011, of
the Chairman of the Russian Government, V.V.
Putin (Incoming № 6-dsp (for official use only),
dated 06.01.2012)
1.2. Instruction IS-P12-80, dated 12.01.2012,
of the Deputy Chairman of the Russian
Government, I.I. Sechin (Incoming №
229-dsp, dated 16.01.2012)

1.3. 1.2. Instruction IS-P13-127, dated
13.01.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 272-dsp, dated 17.01.2012)

1.4. Instruction IS-P13-283, dated
23.01.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 522-dsp, dated 25.01.2012)

1.5. Instruction IS-P13-351, dated
25.01.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 623-dsp, dated 30.01.2012)
1.6. Instruction IS-P13-498, dated
30.01.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 709-dsp, dated 01.02.2012)

1.7. 1.6. Instruction IS-P13-571, dated
03.02.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 829-dsp, dated 04.02.2012)
1.8. 1.7. Instruction VP-P24-1269, dated
05.07.2012, of the Chairman of the
Russian Government, V.V. Putin
(Incoming № 1878, dated 07.03.2012)

1.9. 1.8. Instruction IS-P13-1542, dated
20.03.2012, of the Deputy Chairman of
the Russian Government, I.I. Sechin
(Incoming № 2371-dsp, dated
22.03.2012)

1.10. 1.9. Instruction IS-P13-2840, dated
18.05.2012, of Acting Deputy Chairman
of the Russian Government, I.I. Sechin
(Incoming № 4510-dsp, dated
24.05.2012)

Short description of instruction

Execution

Clause 3

to ensure submission before January 10, 2012 to the Russian
Government, respective federal executive authorities,
Rosfinmonitoring and the Federal Tax Service of Russia of
information on income, property and property liabilities of
management (including members of boards of directors (supervisory
boards)) both with respect to the managers themselves and their
immediate relatives (in electronic form, in PDF, TIFF formats);

Executed.

(№. GD-741-dsp, dated
26.03.2012)

to ensure compliance by Company officers (above the level of
deputy head) and provide respective documents. To report on
execution within 5 days;

to take decisions with respect to the job status of all officers who
fail to submit such information. To report on decisions taken with
respect to each officer to the Russian Government together with
supporting documents. To report on execution within 5 days;

to submit information on income, property and property liabilities in
full within 5 days;

to ensure auditing against any concealment of facts of participation
in the business of commercial organizations in the submitted
information and report on measures taken in each instance, when such
concealment is discovered. To report on execution within 10 days;

to ensure inclusion in contracts with Company officers (including
employment and civil-law contracts) of clauses stipulating provision
to tax authorities of consents to public disclosure of their information
on income, property and property liabilities.
Clause 4:

to ensure disclosure by counterparties in current contracts
of information on the whole chain of their owners, including
beneficiaries (including ultimate beneficiaries), as related to all
groups of companies, including subsidiaries and affiliates, confirmed
by respective documents (in electronic form, in MS Word or MS
Excel formats);
in making pre-contract preparations, including preparations for
signing of new contracts, necessarily to provide disclosure by
contractors of information on their whole chain of owners, including
beneficiaries (inclusive of ultimate beneficiaries), confirmed by the
respective documents, before January 10, 2012;

to make changes within two weeks to internal documents, according
to which non-provision by the contractor of information on the
whole chain of owners, including beneficiaries (inclusive of ultimate
beneficiaries) shall prohibit conclusion of new contracts and involve
termination of current contracts;
monthly, no later than on the 5th day of the month following
the reporting month, to provide information on contracts, which
have been made, including information on the whole chain of the
contractor’s owners, including beneficiaries (including ultimate
beneficiaries), confirmed by respective documents;

2. Instruction IS-P12-458, dated 29.01.2012, of
the Deputy Chairman of the Russian
Government, I.I. Sechin (Incoming № 774,
dated 02.02.2012)

184

in case of any changes in the chain of the contractor’s owners,
including beneficiaries (including ultimate beneficiaries) and (or) in
the contractor’s executive bodies, to provide information no later
than 10 days after such changes

To assess the needs of their affiliate medical institutions for
appropriate medical equipment before 01.04.2012

Information was submitted to
the Russian Ministry of Trade
and Industry (№ ID-543,
dated 11.03.2012, № 121699, dated 20.03.2012)
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Document type, date, number
3.

4.

Short description of instruction

Execution

Clause 26 of the List of Instructions
ISh-P16-1020, dated 22.02.2012, given by the
First Deputy Chairman of the Russian
Government, I.I. Shuvalov during a working
visit to the Far Eastern Federal District from
January 31, 2012 to February 03, 2012
(Incoming № 1484, dated 27.02.2012)

To submit informational and analytical materials to the Russian
Government concerning:

Information was submitted
to Rosaviatsia (№. 205-66,
dated 13.03.2012)

Instruction VZ-P4-1033, dated 22.02.2012, of
the First Deputy Chairman of the Russian
Government, V.A. Zubkov (Incoming № 1564,
dated 28.02.2012)

To set up a working group before 16.04.2012 and prepare a draft
concept before 20.12.2012 for development of the cynology service
(based on an initiative by JSC Aeroflot, dated 27.09.2011, outgoing
document № GD-3665)

Results of interdepartmental
tests were submitted to
the Russian Federal Guard
Service (FSO) of Russia, the
Federal Security Service
(FSB), the Ministry of the
Interior (MVD), the Federal
Customs Service (FTS),
the Federal Drug Control
Service (FSKN), the Ministry
for Emergency Situations
(MChS), the Ministry of
Defense, the Ministry of
Transport, JSC Russian
Railways (RZD), Rosatom,
Transneft, Rosmorport and
Sovkomflot

– development of the route network of interregional and local air
transportation of passengers in the Far East;
– increase in the number of airports used for passenger
transportation;
– carrying out of the above-mentioned transportation tasks by
existing and new Russian airline companies;
– support and incentive mechanisms for such transportation.

Outgoing № GD-2012, dated
23.08.2012;

Outgoing № GD-2013, dated
23.08.2012
The initiative was supported
by the FSKN (Incoming №
7769, dated 26.09.2012)
and the MChS of Russia
(Incoming № 7915, dated
02.10.2012)
The initiative was rejected
by the Ministry of Transport
(Incoming № 8264, dated
11.10.2012)

5.

Instruction Pr-639, dated 11.03.2012, of the
President, D.A. Medvedev
(Incoming № 2084, dated 15.03.2012)

The Ministry of Transport of Russia together with JSC Aeroflot
to prepare and report proposals concerning the future of airline
companies (remarks by the Governor of Krasnodar Territory, A.N.
Tkachev, to the President of Russia concerning organization of air
transportation in Krasnodar Territory)

The position of JSC Aeroflot
on this issue was submitted
to the Governor of Krasnodar
Territory, A.N. Tkachev (№.
GD-428, dated 24.02.2012)

6.

List of Instructions Pr-3668, dated
06.12.2011, of the President of Russia
following a meeting on 28.10.2011 of the
International Advisory Council for establishment and development of an international
financial center in Russia Minutes №
VP-P13-56pr, dated 20.10.2012, of a meeting
held with the Chairman of the Russian
Government, V.V. Putin (Incoming № 3210,
dated 16.04.2012)

Clause 4:

Disposal of non-core assets
was considered by the Board
of Directors of JSC Aeroflot
on 26.07.2012.

To dispose of shares of JSC Aeroflot in federal ownership in order to
attract long-term portfolio investment to support the quality of airline
services provided and Company corporate governance (to consider
the issue of non-core asset disposal at a meeting of the Board of
Directors)

A schedule for the disposal
was approved (extract from
Minutes № 83/PrSD, dated
08.08.2012). Information
was placed at the JSC
Aeroflot “virtual office”
on the Government’s
interdepartmental portal. (№.
09-1785, dated 30.07.2012)
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Document type, date, number

Short description of instruction

7.

Directives 1710p-P13, dated 30.03.2012,
issued to Russian Government representatives for participation in meetings of boards of
directors (supervisory boards) of open
joint-stock companies with Government
participation (Incoming № 3328, dated
18.04.2012)

To hold a meeting of the Board of Directors (supervisory boards)
before 01.05.2012, and to draft and approve proposals for voluntary
mechanisms of environmental responsibility of the open joint-stock
company, to draft and approve proposals concerning mandatory
regular publication of non-financial sustainable development reports

8.

Voluntary mechanisms of environmental
responsibility within JSC Aeroflot were
considered by the Board of Directors of JSC
Aeroflot on April 04, 2012 (extract from
Minutes № 53/PrSd, dated 23.04.2012) It
was decided to approve the proposals for
voluntary mechanisms of environmental
responsibility at the Company

The Ministry of Transport of Russia together with JSC Aeroflot to
review the issue of compensation by the federal budget of expenses
incurred by JSC Aeroflot and JSC Vladivostok Air for transportation
of passengers of JSC Dalavia and Interavia Airlines and to report the
proposals, which are agreed.

9.

Instruction AV-P7-2616, dated 04.05.2012, of
the Head of the Executive Office of the
Government of the Russian Federation (with
ministerial status), A.E. Vaino
(Incoming № 3893, dated 10.05.2012)

To add information on vacant positions to the database of the Federal
Portal of Managerial Staff (federal state information system) and
keep the database up to date.

Execution

Voluntary mechanisms of
environmental responsibility
within JSC Aeroflot were
considered by the Board of
Directors of JSC Aeroflot on
April 04, 2012 (extract from
Minutes № 53/PrSd, dated
23.04.2012) It was decided
to approve the proposals for
voluntary mechanisms of
environmental responsibility
at the Company. BoD
meeting 23.04.2012

Proposals by JSC Aeroflot
were submitted to the
Ministry of Transport of
Russia
(№. GD-247, dated
07.02.2012, № GD-504,
dated 05.03.2012, № GD1374, dated 06.06.2012).

The Russian Ministry of
Transport decided that
Aeroflot’s claims should be
included in the third-priority
group in the register of
claims by creditors of JSC
Dalavia and Interavia Airlines
(Incoming № 2095, dated
15.03.2012)
A report was sent to S.M.
Nechayeva at the Ministry
of Health and Social
Development
(№. 301-1072, dated
15.08.2012)

10. A report was sent to S.M. Nechayeva at the
Ministry of Health and Social Development
(№. 301-1072, dated 15.08.2012)

Clause 1:

Materials (a presentation
entitled “Service on board
of aircraft, including the
passenger alert system”)
were submitted to the Sochi
2014 Organizing Committee
on 12.05.2012

11. Instruction DM-P9-3804, dated 03.07.2012,
of the Chairman of the Russian Government,
D.A. Medvedev
(Incoming № 5734, dated 09.07.2012)

To submit proposals before 15.10.2012 on candidates to the Federal
Reserve of Managerial Staff, using the Federal Portal of Managerial
Staff

12. Instruction AD-P17-4145, dated 20.07.2012,
of the Deputy Chairman of the Russian
Government, A.V. Dvorkovich
(Incoming № 6086, dated 23.07.2012)

To submit proposals before 15.10.2012 on candidates to the Federal
Reserve of Managerial Staff, using the Federal Portal of Managerial
Staff

Proposals were sent to
the Deputy Chairman of
the Russian Government,
A. Dvorkovich (№.
GD-2450-dsp, dated
15.10.2012)

13. Instruction AD-P17-4145, dated 20.07.2012,
of the Deputy Chairman of the Russian
Government, A.V. Dvorkovich (Incoming №
6086, dated 23.07.2012)
To submit proposals before 15.10.2012 on
candidates to the Federal Reserve of
Managerial Staff, using the Federal Portal of
Managerial Staff. Proposals were sent to the
Deputy Chairman of the Russian Government, A. Dvorkovich
(№. GD-2450-dsp, dated 15.10.2012)

To consider possible consolidation of state assets (Sheremetyevo,
Vnukovo and Domodedovo airports) and of other property, necessary
for strategic tasks, development and operation of a new united
company (the Moscow Air Hub)
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To designate spokesmen and ensure submission to the Sochi 2014
Organizing Committee of materials, reports and presentations
specified in the schedule of the fifth visit by experts of the
International Olympic Committee (in the Russian and English
languages).

Proposals were sent to
the Deputy Chairman of
the Russian Government,
A. Dvorkovich (№.
GD-2450-dsp, dated
15.10.2012)

Remarks by JSC Aeroflot
on the draft technical
specifications for
recruitment of a consultant
for the Moscow Air Hub
development model were
not fully addressed, the
remarks were submitted to
V.M. Okulov at the Ministry
of Transport (№. 208-403,
dated 12.10.2012)
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Short description of instruction

14. Instruction AD-P9-4404, dated 01.08.2012,
of the Deputy Chairman of the Russian
Government, A.V. Dvorkovich
(Incoming № 6464, dated 06.08.2012)

To review and submit coordinated proposals and a draft report to
the President of Russia concerning support for the establishment by
AAR Corporation and JSC Aeroflot of a joint maintenance and repair
business.

15. Instruction DK-P9-5217, dated 04.09.2012, of
the Deputy Chairman of the Russian
Government, D.N. Kozak
(Incoming № 7324, dated 10.09.2012)

Clause 1:

To be carried out by 13.08.2012

to designate spokesmen and ensure submission to the Sochi 2014
Organizing Committee of materials, reports and presentations
specified in the schedule of the sixth visit of experts of the
International Olympic Committee (in the Russian and English
languages) together with persons responsible for cooperation with
the Organizing Committee during the preparation of the visit
To be carried out by 17.09.2012

Execution

The position of JSC Aeroflot
was submitted to the
Ministry of Transport (the
draft report was prepared
jointly by employees of
the Ministry of Transport,
Rosaviatsia, I.V. Parkhin and
Bain company) (№. TD-1866,
dated 07.08.2012)

JSC Aeroflot provided
the requested transport
information on the Moscow –
Sochi flight schedule during
preparations for the 6th visit
of the International Olympic
Committee. A report and
presentation were prepared.
The speech was delivered on
27.09.2012

16. Instruction DK-P9-5296, dated 08.09.2012,
of the Deputy Chairman of the Russian
Government, D.N. Kozak (Incoming № 7370,
dated 11.09.2012)

To submit the plan for organization of regular flights to Sochi,
including international flights, for the winter 2014 flight schedule in
order to ensure guaranteed transportation of anticipated passengers
numbers for the said period, taking account of the Olympic Games
To be carried out by 01.12.2012

Information was submitted to
Rosaviatsia accompanied by
Aeroflot’s regular flight plan
for the Winter 2013/2014
season (№. 205.08-347,
dated 23.11.2012)

17. Directives 4965p-P13, dated 17.09.2012, to
Russian Government representatives for
participation in meetings of boards of
directors (supervisory boards) of joint-stock
companies included in the special list
approved by Russian Government Decree
№ 91-p, dated January 23, 2003 (Incoming
№ 7536, dated 18.09.2012)

To hold a meeting of the Board of Directors (supervisory boards)
before 20.09.2012 and consider grounds for the disposal of core
assets in economic sectors, which have a sufficient level of
competition (the purposes of such disposal include maximum
involvement of small and medium-sized businesses)

Grounds for the disposal of
core assets were considered
by the Board of Directors of
JSC Aeroflot on September
27, 2012 (extract from
Minutes
№ 115/PrSD, dated
10.10.2012).
It was decided that there are
not sufficient grounds for
preparation and approval of
a programme for disposal of
JSC Aeroflot core assets.

Instruction AD-P13-5587, dated 21.09.2012,
of the Deputy Chairman of the Russian
Government, A.V. Dvorkovich (Incoming
№ 7675, dated 24.09.2012)

18. Instruction AD-P9-6920, dated 16.11.2012, of
the Deputy Chairman of the Russian
Government, A.V. Dvorkovich (in response to
the letter from JSC Aeroflot №. GD-2635,
dated 06.11.2012, “On making changes to the
Rules for formation and application of tariffs
for regular air transportation of passengers
and baggage”) (Incoming No. 9255, dated
21.11.2012)

The Russian Ministry of Transport and JSC Aeroflot to review and
submit coordinated proposals on changes to rules for formation and
application of tariffs for regular air transportation of passengers and
baggage, collection of civil aviation duties, as approved by Order №
155, dated 25.09.2008, of the Russian Ministry of Transport

Aeroflot’s proposals were
submitted to the Ministry of
Transport of Russia (№. GD1744, dated 25.07.2012; №
GD-2898, dated 05.12.2012)

19. Instruction AD-P9-7529, dated 10.12.2012, of
the Deputy Chairman of the Russian
Government, A.V. Dvorkovich
(in response to letter № 11-2865, dated
30.11.2012, regarding certification works for
the Вoeing 777-300 ER)
(Incoming № 9774, dated 12.12.2012)

The Russian Ministry of Transport of Russia together with Interstate
Aviation Committee, JSC Aeroflot and Boeing to ensure timely
commencement of operations with Вoeing В777-300ЕR aircraft
before 31.01. 2013.
To report results to the Russian Government.
To submit an interim report before 15.01.2013

As outlined in a telegram
from Rosaviatsia, JSC
Aeroflot is permitted to
operate Вoeing 777-300ER
aircraft with effect from
04.02.2013.
Incoming № 657, dated
05.02.2012.
Order № 63 was issued,
dated 13.02.2013, “On
Commencement of
Operation by JSC Aeroflot of
В777-300ER Aircraft”

187

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

10.2. Information on large transactions
and related party transactions
Counterparty

Object

Price (RUB)

Related parties

CJSC Sherotel

Providing accomodation to crews

809,553

D.P. Saprykin, V.Ya. Zingman, members of the Board of
Directors of CJSC Sherotel, members of the Executive Board
of JSC Aeroflot

JSC Orenair

passenger carrying (Codesharing/
seat reservation)

265,172,167.68

D.P. Saprykin, Chairman of the Board of Directors JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

JSC Orenair

Aircraft ground handling

3,192,082.94

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

JSC Orenair

Provision of automatic control
system services

975,428.16

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

JSC Orenair

Representative, coordinating and
controlling functions

307,980

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

JSC Vladivostok Air

Air transportation

3,031,081.35

D.P. Saprykin, member of the Board of Directors of JSC
Vladivostok Air, member of the Board of Directors of JSC
Aeroflot, member of the Executive Board of JSC Aeroflot

JSC Orenair

Interline air transportation

270,302.31

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

CJSC Sherotel

Accommodation, meals

68,200

D.P. Saprykin member of the Board of Directors of CJSC
Sherotel, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot; V.Ya.
Zingman member of the Board of Directors of CJSC Sherotel,
member of the Executive Board of JSC Aeroflot

CJSC Sherotel

Accommodation on business
trips

3,100

D.P. Saprykin, member of the Board of Directors of CJSC
Sherotel, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot; V.Ya.
Zingman member of the Board of Directors of CJSC Sherotel,
member of the Executive Board of JSC Aeroflot

JSC Internation Airport
Sheremetyevo

Premises lease at ATS building,
utility services

254,793

D.P. Saprykin, member of the Board of Directors of JSC
Internation Airport Sheremetyevo, member of the Board of
Directors of JSC Aeroflot, member of the Executive Board of
JSC Aeroflot

JSC Sheremetyevo
International Airport

Premises lease at building 7,
utility services

11,253.92

D.P. Saprykin, member of the Board of Directors of JSC
Sheremetyevo International Airport, member of the Board of
Directors of JSC Aeroflot, member of the Executive Board of
JSC Aeroflot

JSC Orenair

Remuneration under surety
agreement

894,910.31

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot
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Nature of relation

Governing body, which took the decision

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders of JSC Aeroflot
dated 04.07.2011 № 30

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
06.02. 2012 № 9

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
01.03.2012 № 10

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
01.03.2012 № 10

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
01.03.2012 № 10

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders dated
28.06.2012 № 32

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders dated
28.06.2012 № 32

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders dated
28.06.2012 № 32

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders dated
28.06.2012 № 32

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders dated
28.06.2012 № 32

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of Annual General Meeting of Shareholders of JSC Aeroflot
dated 28.06.2012 № 32

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of

189

1

2

3

4

5

About the Company

The Air Transport Market.
Industry Position of
the Company and Group

Development Strategy

Business Overview

Corporate Governance

Counterparty

Object

Price (RUB)

Related parties

JSC Donavia

Lease of work places

120,000

A.Yu. Kalmykov, Chairman of the Board of Directors of JSC
Donavia, member of the Executive Board of JSC Aeroflot

JSC Rossiya Airlines

Interline air transportation

159,299,188.21

A.Yu. Kalmykov, Chairman of the Board of Directors of JSC
Rossiya Airlines, member of the Executive Board of JSC
Aeroflot

JSC Donavia

Codesharing

32,974,232.32

A.Yu. Kalmykov, Chairman of the Board of Directors of JSC
Donavia, member of the Executive Board of JSC Aeroflot

CJSC Aerofirst

In-flight retail on domestic routes

1,994,394.52

V. Ya. Zingman, D.P. Saprykin, members of the Board of
Directors of CJSC Aerofirst, members of the Executive Board
of JSC Aeroflot

CJSC Aerofirst

In-flight retail on domestic routes

3,158,785.50

V.Ya. Zingman, D.P. Saprykin, members of the Board of
Directors of CJSC Aerofirst, members of the Executive Board
of JSC Aeroflot

CJSC Aerofirst

In-flight retail on domestic routes

36,049,776.63

V.Ya. Zingman, D.P. Saprykin, members of the Board of
Directors of CJSC Aerofirst, members of the Executive Board
of JSC Aeroflot

JSC Vladivostok Air

Air transportation

8,471,166.60

D.P. Saprykin, member of the Board of Directors of JSC
Vladivostok Air, member of the Board of Directors of JSC
Aeroflot, member of the Executive Board of JSC Aeroflot

JSC Orenair

Interline air transportation

30,020.91

D.P. Saprykin, Chairman of the Board of Directors of JSC
Orenair, member of the Board of Directors of JSC Aeroflot,
member of the Executive Board of JSC Aeroflot

JSC Rossiya Airlines

Aircraft maintenance

916,877.52

D.P. Saprykin member of the Board of Directors of JSC
Rossiya Airlines, member of the Board of Directors of JSC
Aeroflot, member of the Executive Board of JSC Aeroflot;
A.Yu. Kalmykov member of the Board of Directors of JSC
Rossiya Airlines, member of the Executive Board of JSC
Aeroflot

JSC Donavia

Lease of computing equipment

240,000

A.Yu. Kalmykov, Chairman of the Board of Directors of JSC
Donavia, member of the Executive Board of JSC Aeroflot
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Nature of relation

Governing body, which took the decision

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
09.04.2012 № 11

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of General Annual Meeting of Shareholders № 32 dated
28.06.2012

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of General Annual Meeting of Shareholders № 32 dated
28.06.2012

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors № 8 dated 21.12.2012

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors № 8 dated 21.12.2012

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors № 8 dated 21.12.2012

The person holds a position in governing bodies of a legal entity, which is a
party, beneficiary, intermediary or representative in the transaction

Minutes of General Annual Meeting of Shareholders № 32 dated
28.06.2012

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of General Annual Meeting of Shareholders № 32 dated
28.06.2012

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
09.04.2012 № 11

The Company owns 20 and more percent of shares (stakes, units) in a legal
entity, which is a party, beneficiary, intermediary or representative in the
transaction; The person holds a position in governing bodies of a legal entity,
which is a party, beneficiary, intermediary or representative in the transaction

Minutes of meeting of the Board of Directors of JSC Aeroflot dated
09.04.2012 № 11
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10.3. Information on observance of the Code
of Corporate Conduct*
Provision of the Code of Corporate Conduct
General Meeting of Shareholders
1.

Shareholders shall be notified of holding of the general meeting of shareholders at least 30 days before the date when it is scheduled to be held,
regardless of the nature of business included on its agenda, unless a longer
notification period is required by law.

Observed or not
observed

Notes

Observed

Clause 17.2 of the Company Charter

In accordance with clause 16.4. of the
Company Charter, the list of persons
having the right to take part in the general
meeting of shareholders is provided by the
Company for purpose of acquaintance at
the request of persons included in the list
and owning at least one percent of votes

2.

Shareholders shall be able to acquaint themselves with the list of persons
eligible to attend the general meeting of shareholders from the date when
notice of the general meeting of shareholders is given and until the meeting is
closed, or, in the case of a meeting in absentia, until the final date for
acceptance of ballots.

Observed

3.

Information (materials) that must be provided during the period of preparation
for the general meeting of shareholders shall be available to shareholders via
electronic communication facilities, including the Internet.

Observed

Obeyed in practice

Observed

The Company itself requests confirmation
from the register of shareholders when
accepting agenda proposals for the general
meeting of shareholders

Observed in part

Clause 11.3 of the Statute on the General
Meeting of Shareholders.

4.

5.

6.

Any shareholder should be able to propose an item for inclusion in the agenda
of a general meeting of shareholders or to request convening of a general
meeting of shareholders without presentation of an excerpt from the
shareholder register, if the shareholder’s title to stocks is recorded in the
system for maintaining the shareholder register. If the shareholder’s title to
stocks is recorded on a securities account, an excerpt from the securities
account will be sufficient for exercise of the aforementioned title.

The charter or corporate documents of the joint stock company should require
presence of the CEO, executive board members, members of the board of
directors, members of the internal audit commission, and the auditor of the
company at the general meeting of shareholders.

Candidates should be present when the general meeting of shareholders
elects members of the board of directors, the CEO, members of the
executive board, and members of the internal audit commission, and also the
when auditor of the joint-stock company is appointed.

7.

Internal documents of the joint-stock company should contain a procedure for
registration of persons attending the general meeting of shareholders

8.

Board of Directors

9.

The charter of the joint-stock company should include authority of the board
of directors to approve financial and business plan of the joint-stock company
on an annual basis.

10. A risk management procedure for the joint-stock company, approved by the
board of directors, should be in place.

11. The charter of the joint-stock company should include the right of the board of
directors to suspend the authority of the CEO, who was appointed by the
general meeting of shareholders.

12. The charter of the joint-stock company should include the right of the board of
directors to set requirements as to the level of qualifications and amount of
remuneration payable to the CEO, members of the executive board, and
managers of main structural divisions of the company.

13. The charter of the joint-stock company should include the right of the board of
directors to approve terms and conditions of contracts with the CEO and
members of the executive board.

Observed in part

Observed

Article 7 of the Statute on the General
Meeting of Shareholders

Observed

Clause 19.2 of the Company Charter (subclauses 1 and 24)

Observed

Clause 5.5 of the Statute on the Audit
Committee

Observed

Clause 19.2 of the Company Charter (subclause 8)

Observed in part

Clause 19.2 of the Company Charter (subclauses 10 and 12)

Observed

Clause 19.2 of the Company Charter (subclause 10)

* In the information, which follows, observance of the Code of Corporate Conduct means due account (observance) by the Company of recommendations
of the federal body of executive power responsible for the securities market, and of requirements of the Charter and internal documents of the Company
itself (valid at the time when this information was compiled), and of legal acts of the Russian Federation governing the activities of joint-stock companies,
such as JSC Aeroflot.
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Provision of the Code of Corporate Conduct
14. The charter or internal documents of the joint-stock company should require
that board votes of the CEO (management organization, manager) and
members of the executive board are not taken into account in voting to
approve terms and conditions of contracts with the CEO and members of the
executive board.

15. The board of directors of the joint-stock company should include at least three
independent directors who meet requirements of the Code of Corporate
Conduct.

16. Persons should be disqualified from serving on the board of directors of the
joint-stock company, if they were ever found guilty of any economic crime or
crime against government, the interests of government or local authorities, or
if they have been subject to any administrative penalties for violations in the
sphere of business and finance, taxation, or the securities market.

17. Persons should be disqualified from serving on the board of directors of the
joint-stock company if they are a shareholder, CEO (manager), member of any
management body or employee of a legal entity, which is a competitor of the
joint-stock company.

18. The charter of the joint-stock company should require the board of directors
to be elected by cumulative voting.

Observed or not
observed

Notes

Not observed

Observed
Observed

Observed

Observed

Clause 19.4 of the Company Charter

Observed in part

Clause 22.1 of the Company Charter;
Article 8 of the Statute on the Board of
Directors

20. The internal documents of the joint-stock company should require members
of the board of directors to notify the board in writing of their intention to
close any transactions with securities of the company or of its subsidiaries
(affiliates), and to disclose any information on transactions closed by them
with such securities.

Observed

21. The internal documents of the joint-stock company should require the board
of directors to hold meetings at least once every six weeks.

Observed

The procedure for members of the Board
of Directors to declare any interest in
transactions by the Company is regulated
by clause 22.7 of the Company Charter and
by articles 81 and 82 of the Law on JointStock Companies.

19. Internal documents of the joint-stock company should require members of
the board of directors to refrain from any actions that will or may potentially
cause a conflict between their interests and interests of the company, and to
disclose information to the board of directors concerning such a conflict,
should it occur.

22. The board of directors of the joint-stock company should meet at least once
every six weeks in any year, for which a company annual report is compiled.

Observed

23. The internal documents of the joint-stock company should contain procedures
to be followed at meetings of the board of directors.

Observed

24. Internal documents of the joint-stock company should stipulate that any
transactions by the company with value in excess of 10 percent of company
assets should be approved by the board of directors, except for transactions
in the normal course of business.

Observed

25. Internal documents of the joint-stock company should include the right of
members of the board of directors to receive information from executive
bodies and managers of structural divisions of the company, which is
necessary for them to discharge their functions, as well as sanctions for
failure to provide such information

Article 5 of the Statute on the Board of
Directors.

Article 5 of the Statute on the Board of
Directors.

Article 5 of the Statute on the Board of
Directors; procedural rules for meetings of
the Board of Directors of JSC Aeroflot.
Clause 19.2 of the Company Charter (subclause 21)

Observed in part

Article 8 of the Statute on the Board of
Directors

26. There should be a committee of the board of directors in charge of strategic
planning, or the function of such a committee should be vested in another
committee (other than the audit committee and personnel and remuneration
committee)

Observed

Sub-clause 11.2 of article 11 of the Statute
on the Board of Directors; Statute on the
Strategy Committee

Observed

Sub-clause 11.2 of article 11 of the Statute
on the Board of Directors; Statute on the
Audit Committee

28. The audit committee should include only independent and non-executive
directors

Observed in part

27. A committee of the board of directors in charge of audit (audit committee)
should be created, which makes recommendations to the board of directors
on choice of an auditor for the joint-stock company and liaises with the auditor
and with the internal audit commission of the company
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Provision of the Code of Corporate Conduct
29. The audit committee should be headed by an independent director

30. The internal documents of the joint-stock company should stipulate right of
access for all members of the audit committee to any company documents
and information, on condition that they do not disclose confidential
information.

31. A committee of the board of directors for personnel and remuneration should
be created, with the functions of identifying criteria for selection of
candidates to the board of directors and developing a remuneration policy

Observed or not
observed

Notes

Observed

Clauses 3.4 and 4.11 of the Statute on the
Audit Committee.

Observed

Sub-clause 11.2 of article 11 of the Statute
on the Board of Directors; Statute on the
Personnel and Remuneration Committee.

Not observed

32. The personnel and remuneration committee should be headed by an
independent director

Not observed

34. A committee of the board of directors in charge of risk should be created or
the functions of such a committee should be vested in another committee
(other than the audit committee and the personnel and remunerations
committee).

Observed in part

33. No officers of the joint-stock company should serve on the personnel and
remuneration committee

Not observed

35. A committee of the board of directors should be created for settlement of
corporate conflicts or the functions of such a committee should be vested in
another committee (other than the audit committee and the personnel and
remuneration committee).

Observed in part

36. No officers of the joint-stock company should serve on the committee for
settlement of corporate conflicts.

Not observed

37. The committee for settlement of corporate conflicts should be managed by
an independent director.

Not observed

38. There should be internal documents approved by the board of directors of the
joint-stock company, setting out a procedure for creation and functioning of
committees of the board of directors.

Observed

In accordance with sub-clause 11.1 of
article 11 of the Statute on the Board of
Directors, the Board of Directors can create
permanent and temporary committees.

There have been no corporate conflicts
since July 28, 1992 (the date of creation
of JSC Aeroflot). If situations of conflict
arise, the Board of Directors has the right
to create a committee for resolution of
corporate conflicts (sub-clause 11.1 of
article 11 of the Statute on the Board of
Directors).

A committee of the Board of Directors for
resolution of corporate conflicts has not
been created

A committee of the Board of Directors for
resolution of corporate conflicts has not
been created

Separate statutes for each committee of
the Board of Directors

39. The charter of the joint-stock company should define a quorum of the board
of directors in such a way that attendance of independent directors at
meetings of the board of directors is required.

Not observed

41. There should be a collegiate executive body (executive board) of the
joint-stock company.

Observed

Clause 21.1 of the Company Charter.

42. The charter or internal documents of the joint-stock company should require
that any transactions with real estate and obtaining of loans by the company
must be approved by the executive board, unless such transactions are
classified as large transactions and treated as normal business of the
company.

Observed

Paragraph 2 of the Statute on the Executive
Board; Clause 21.4 of article 21 of the
Company Charter.

43. Internal documents of the joint-stock company should contain a procedure for
approval of operations, which are beyond the bounds of the company’s
business plan.

Observed

44. Executive bodies should not include any person who is a shareholder, CEO
(manager), member of any management body, or employee of a legal entity,
which is a competitor of the joint-stock company.

Observed

Sub-clauses 19-21 of clause 19.2 of article
19 of the Company Charter, and subclause 12 of clause 21.5 of article 21 of the
Company Charter.

40. Executive Bodies

45. Executive bodies of the joint-stock company should not include any person
who has been found guilty of any economic crime or crime against government, the interests of government or local authorities, or if they have been
subject to any administrative penalties for violations in the sphere of business
and finance, taxation, or the securities market. If the office of the sole
executive body is executed by a management organization or a manager, the
CEO and executive board members of the management organization or the
manager should meet the aforementioned requirements for the CEO and
members of the executive board of the joint-stock company itself.

46. The Charter or internal documents of the joint-stock company should prohibit
any management organization (manager) from exercising analogous functions
in a competitor company or from being involved in any property relationships
with the company, other than providing management services
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Provision of the Code of Corporate Conduct
47. Internal documents of the joint-stock company should include the obligation
of executive bodies to avoid any acts, which will or may cause a conflict
between their interests and interests of the company, as well as the
obligation to notify the Board of Directors should such a conflict arise.

Observed or not
observed

Notes

Observed

Article 22 of the Company Charter

48. The charter or internal documents of the joint-stock company should include
criteria for selection of a management organization (a manager)

Not observed

49. Executive bodies of the joint-stock company shall provide monthly reports on
their work to the board of directors

Observed in part

The Company Charter does not envisage
any statute on a managing organization or
manager.

Sub-clauses 5 of clause 21.4 of article 21 of
the Company Charter

50. Agreements between the joint-stock company, on one hand, and the CEO
(management organization, manager) and members of the executive board,
on the other hand, should assign liability for violation of regulations concerning use of confidential and official information.

Observed

52. The joint-stock company should have a special officer (company secretary),
whose job is to ensure compliance of bodies and officers of the company
with procedural requirements that guarantee exercise of rights and lawful
interests of company shareholders

Observed

Article 10 of the Statute on the Board of
Directors; Clause 19.8 of the Company
Charter.

Observed

Clause 19.8 of the Company Charter

51. Company Secretary

53. The charter or internal documents of the joint-stock company should include a
procedure for appointment (election) and specify responsibilities of the
company secretary

54. The charter of the joint-stock company should specify requirements for any
candidate to the post of company secretary

Not observed

56. The charter or internal documents of the joint-stock company should require
approval of any major transaction prior to execution thereof.

Not observed

55. Major Corporate Actions

57. It should be obligatory for the joint-stock company to hire an independent
appraiser to assess the market value of property, which is the object of a
major transaction.

Observed

58. The charter of the joint-stock company should prohibit any actions during the
process of acquisition of large share stakes in the company (takeover), which
aim to protect the interests of executive bodies (members thereof) and
members of the board of directors, and should also prohibit any actions that
tend to worsen the situation of shareholders. In particular, the board of
directors should not be allowed to issue any additional stocks, securities
convertible into stocks, or to purchase stocks or securities granting the right
to purchase stocks of the company, until the proposed final date for
acquisition of stocks or securities, even if the right to take such a decision is
granted to the board by the charter.

Not observed

60. The charter of the joint-stock company should not exempt the purchaser from
the obligation to make an offer to shareholders to sell ordinary stocks of the
company held by them (and securities convertible into ordinary stocks) in the
case of a merger.

Observed

59. The charter of the joint-stock company should require an independent
appraiser to be hired for assessment of current market value of stocks and
possible changes in their market value that may result from any merger.

61. The charter or internal documents of the joint stock company should include a
requirement to engage an independent appraiser to determine the conversion
rate of stocks in case of reorganization.
62. Information Disclosure

63. There should be an internal document approved by the board of directors that
determines rules and approaches of the joint-stock company to disclosure of
information (a statute on information policy).

64. Internal documents of the joint-stock company should require disclosure of
information concerning the purpose of stock placements, persons intending
to purchase the stocks, including large shareholdings, and information as to
whether senior executive officers of the company will take part in acquisition
of the stocks to be placed.

65. Internal documents of the joint-stock company should contain a list of
information, documents, and materials, to be provided to shareholders for
transaction of business included on the agenda of the general meeting of
shareholders.

Sub-clause 11 of clause 2.3 of the CEO
Employment Contract; Sub-clause 6.2 of
the Standard Employment Contract.

Not observed

Not observed

Observed

Statute on Corporate Information Policy.

Observed in part

Clause 3.2.1 of the Statute on Corporate
Information Policy.

Observed

Sub-clauses 5.5.1, 5.5.2, 5.5.3, 5.5.4 of
clause 5.5 of the Statute on the General
Meeting of Shareholders.
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Provision of the Code of Corporate Conduct
66. The joint-stock company should have a web site in the Internet and disclose
information about itself on this site on a regular basis.

67. Internal documents of the joint-stock company should require disclosure of
information on transactions by the company with persons who are, pursuant
to the charter, senior executive officers of the company, as well as on
transactions of the company with organizations, in which senior executive
officers of the company directly or indirectly hold 20 or more percent of
authorized capital or which can be otherwise significantly influenced by such
persons

Observed or not
observed
Observed

Notes
Generally available corporate information
and documents, which must be provided
to all interested parties, are placed in
open access on the corporate site, www.
aeroflot.ru and www.disclosure.skrin.ru/
disclosure/7712040126

Observed in part

Clause 3.2.1 of the Statute on Corporate
Information Policy.

Observed in part

Clause 3 of the Code of Corporate Conduct
of JSC Aeroflot.

Observed in part

Clause 3.2.3 of the Statute on Corporate
Information Policy.

71. There should be procedures, approved by the board of directors. for internal
control over financial and business activities of the joint-stock company.

Observed

Statute on the Internal Audit Department.

72. There should be a special division of the joint-stock company (the internal
control and audit service), which ensures that internal control procedures are
complied with.

Observed

Statute on the Internal Audit Department.

73. Internal documents of the joint-stock company should require the board of
directors to define the structure and content of the company’s internal control
and audit service.

Observed

Statute on the Internal Audit Department.

74. The internal control and audit service should not include any person who has
been found guilty of any economic crime or crime against government, the
interests of government or local authorities, or who has been subject to any
administrative penalties for violations in the sphere of business and finance,
taxation, or the securities market.

Observed

75. The internal control and audit service should not include any persons who
serve on executive bodies of the joint-stock company or persons who are
shareholders, the CEO (manager), members of management bodies, or
employees of a legal entity, which is a competitor of the company

Observed

68. Internal documents of the joint stock company should require disclosure of
information on all transactions, which may affect the market value of stocks
of the company

69. There should be an internal document approved by the board of directors
related to use of significant information on activities of the joint stock
company, stocks, and other securities of the company and transactions
therewith, if such information is not in the public domain and its disclosure
may materially affect the market value of the company’s stocks and other
securities
70. Control over Financial and Business Operations
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Provision of the Code of Corporate Conduct

Observed or not
observed

Notes

76. Internal documents of the joint-stock company should specify a time limit for
presentation of documents and materials to the internal control and audit
service for appraisal of any completed financial or business transaction, and
should also specify liability of company officers and employees for failure to
present such documents and materials within the prescribed time.

Observed in part

Statute on the Revision Commission.

77. Internal documents of the joint-stock company should oblige the internal
control and audit service to notify the audit committee of any violations that
may be discovered and, if there is no such committee, to notify the board of
directors

Observed

Statute on the Internal Audit Department.

78. The Charter of the joint-stock company should oblige the internal control and
audit service to make a preliminary appraisal of advisedness of operations
that were not foreseen in the financial and business plan of the joint-stock
company (non-standard operations).

Not observed

79. Internal documents of the joint-stock company should include a procedure for
approval of any non-standard operation by the board of directors.

Observed in part

Part of authorities of the Board of Directors

80. There should be an internal document approved by the board of directors
defining the procedure for audit of financial and business activities of the
joint-stock company by the internal audit commission.

Observed

Clause 3.1 of article 3 of the Statute on the
Revision Commission.

81. The audit committee should give an assessment of the opinion of the auditor
prior to its presentation to shareholders at the general meeting of
shareholders

Observed

Clause 5.9 of the Statute on the Audit
Committee.

83. There should be an internal document approved by the board of directors, by
which the board of directors is governed when making recommendations on
the amount of dividends to be paid (statute on dividend policy).

Observed in part

Statute on dividend policy

84. The statute on dividend policy should include a procedure for determining a
minimum share of net profit of the joint-stock company to be applied in
payment of dividends, and should define the conditions, in which dividends
on preference stocks, as prescribed in the company charter, are not paid or
are paid only in part.

Observed in part

The Company Charter does not refer to
preferred shares

85. Information on dividend policy of the joint stock company and changes to it
should be published in a periodical, indicated by the company charter for
publishing of announcements of general meetings of shareholders, and
should also be placed on the company web site in the Internet.

Not observed

82. Dividends
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10.4. Information on stakes in charter capital
held by members of governing bodies
Name

Position

Type of transaction
(purchase/sale)

Date

Number

Shamil Ravilievich Kurmashov

Member of the Executive Board

Purchase

15.02.2012

788,700

Shamil Ravilievich Kurmashov

Member of the Executive Board

Sale

15.02.2012

788,700

Vadim Yakovlevich Zingman

Member of the Executive Board

Purchase

25.04.2012

788,700

Konstantin Mikhailovich Bushlanov

Member of the Executive Board

Purchase

28.04.2012

429,000

Vitaly Gennadievich Saveliev

CEO, member of the Board of Directors,
Chairman of the Executive Board

Purchase

27.04.2012

1,649,265

Vitaly Gennadievich Saveliev

CEO, member of the Board of Directors,
Chairman of the Executive Board

Sale

20.12.2012

1,649,275

Andrey Yurievich Kalmykov

Member of the Executive Board

Purchase

19.12.2012

788,700

Andrey Yurievich Kalmykov

Member of the Executive Board

Sale

26.12.2012

851,950

Dmitry Yurievich Galkin

Member of the Executive Board

Purchase

25.12.2012

462,000

Dmitry Yurievich Galkin

Member of the Executive Board

Sale

25.12.2012

462,000

Vasily Nikolaevich Avilov

Member of the Executive Board

Purchase

18.12.2012

429,000

Vasily Nikolaevich Avilov

Member of the Executive Board

Sale

18.12.2012

429,000

Igor Petrovich Chalik

Member of the Executive Board

Purchase

27.12.2012

462,000

Dmitry Petrovich Saprykin

Member of the Executive Board

Purchase

29.12.2012

788,700

Igor Petrovich Chalik

Member of the Executive Board

Sale

27.12.2012

462,000

Vadim Yakovlevich Zingman

Member of the Executive Board

Sale

28.12.2012

1,047,511
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10.5. Operating statistics of
Aeroflot Group airlines
JSC AEROFLOT
Flight hours

Passengers carried

International routes
Domestic routes

Cargo and mail carried

International routes

Domestic routes

Passenger turnover
International routes
Domestic routes
Available seatkilometers

International routes

Domestic routes

Passenger load factor
International routes
Domestic routes

Tonne-kilometers

International routes
Domestic routes
Available tonnekilometers

International routes
Domestic routes

Revenue load factor
International routes
Domestic routes

UNIT

hours

thousand

thousand
tonnes

million
RPK

million
ASK

%

million
TKM

million
TKM

%

2003

2004

2005

2006

2007

2008

2009

211,515

232,075

248,351

271,905

285,915

306,746

286,278

4,129.8

1,713.7

4,647.6

1,942.5

4,649.7

4,939.5

5,356.3

5,696.3

5,412.6

114.2

145.5

145.4

145.3

18.5

20.6

23.6

26.5

5 843,5

95.7

6 590,1

124.9

6 666,5

2,016.8

121.8

7 290,4

2,350.9

118.8

18,202.6

20,648.2

20,694.8

22,406.5

4,038.9

4,476.7

4,797.1

5,652.8

14,163.7

16,171.5

26,241.1

29,981.6

5,393.1

6,253.5

20,848.0
69.4

15,897.7

16,753.7

29,977.3

31,945.8

6,721.6

7,688.2

23,728.1

23,255.7

68.9

69.0

8 166,2

2012

460,734

11 285,8

14 173,8

17 656,1

3,575.1

3,342.9

4,163.8

5,494.7

6,948.9

95.9

87.9

86.8

163.4

160.6

193.9

28.5

30.4

35.5

42.3

40.3

46.2

27,247.5

25,986.2

8,502.0

8,640.3

67.4

24,675.3

18,033.0

6,672.3

35,119.4

57.5

18,745.5

38,412.0

51.3

50,532.5

37,399.7

45,020.9

54,195.3

64,880.0

11,629.5

13,960.1

16,685.2

19,294.5

76.1

76.4

70.1

70.3

70.9

69.5

31,060.8
77.2

13,375.0

37,510.1
77.5

15,578.6

45,585.5
77.9

68.2

68.4

71.4

73.5

73.5

73.8

74.3

79.8

80.2

80.7

2,252.7

2,711.0

2,731.1

2,884.7

2,690.9

2,843.3

2,738.6

4,082.1

4,690.5

5,669.2

498.5

539.0

630.9

731.3

894.1

945.4

1,217.3

1,395.1

1,614.8

71.6

1,805.0

2,212.5

3,951.1

4,662.3

447.7

2,192.1

2,253.8

4,709.3

5,000.8

4,828.2

5,058.9

1,012.4

1,167.1

1,459.9

3,258.8

3,869.4

3,849.4

3,988.4

57.0

58.1

58.0

57.7

692.3

55.4

64.6

792.9

57.2

62.9

859.9

56.9

62.7

56.5

62.3

1,959.6

3,661.1
55.7

53.5

62.7

1,949.2

67.3

11,144.8

67.9

74.9

69.7

42,020.9

147.7

34,953.9

25,770.2

69.1

34,777.1

120.3

10,707.2

28,645.9

26,889.3
11,522.7

121.1

8,679.1

23,632.3

26,041.8
9,077.6

7,122.0

17,345.9

24,257.6

69.1

2011

394,341

8 755,5

2,809.9

9 271,4

2010

327,054

1,793.2

2,864.8

4,900.0

6,458.9

1,516.7

1,836.1

3,599.0

3,383.3

56.2

55.9

54.2

61.2

53.0

62.3

3,295.4

7,536.8

76.7

4,054.4

8,881.1

4,622.8

5,408.2

6,455.5

63.2

62.2

63.8

62.0

66.3

2,128.6

60.9
65.5

2,425.6

62.8

66.6
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JSC DONAVIA
Flight hours

Passengers carried

International routes
Domestic routes

Cargo and mail carried

International routes

Domestic routes

Passenger turnover
International routes
Domestic routes
Available seatkilometers

International routes
Domestic routes

Passenger load factor
International routes
Domestic routes

Tonne-kilometers

International routes

Domestic routes
Available tonnekilometers

International routes
Domestic routes

Revenue load factor
International routes
Domestic routes

200

UNIT

hours

thousand

thousand
tonnes

million
RPK

million
ASK

%

million
TKM

million
TKM

%

2003

2004

14,600

16,747

129.9

173.4

506.8

376.9
2.6

0.6
2.0

744.0

588.1
414.7
2.7

0.6
2.1

882.6

2005

2006

15,153

15,182

180.1

170.2

599.6

419.5
2.6

588.2
418.0
2.3

1,284.0

1,603.4

1,590.3

901.9

1,090.1

56.6

55.8

55.0

58.5

54.6

72.0

84.3

51.2

511.7

730.1

2.0

620.3

587.0

57.9

555.6

524.8

1,665.0

606.5

513.3

432.0

874.5

595.7

382.1

1,385.9

912.2

286.9

305.7

1.7

758.8

2.4

0.4

2.0

2,539.7

2,423.0

1,271.1

1,433.7

1.8

1.2

3,455.7

3,004.1

3 064,3

1,849.3

2,077.6

1,098.2

957.6

952.3

1,458.3

1,142.8

1 486,4

1,042.9

1,486.8

62.1

70.0

79.0

80.5

87.3

85.8
71.9

72.8

65.6

68.4

221.4

116.6

131.0

98.9

63.2

94.2

307.8

170.5

197.5

143.9

96.2

144.2

74.7

71.8

69.2

57.4

55.2

63.9
61.3

1,322.1
73.2

1,997.4

73.5

65.1

63.9

87.4

128,3

156.7

155.8

137.7

90.5

104.3

105.8

94.6

54.7

52.0

57.0

28.5

50.0

26.7

43.1

55.8

60.2

55.3

59.4

61.9

94.6

766.5

1,861.3

79.6
67.1

217.8

145.3

146.6

230.4

355.1

302.5

93.2

144.6

111.4

68.9

69.1

137.2

66.4

62.8

210.4

65.6

60.4

71.2

1 578,0

79.1

122.5

191.1

163.9

72.0

71.9

76.7

63.9

68.7

587.4

1.1

2,274.4

410.9

58.5

55.0

0.4

1,368.5

56.2

56.6

1.5

0.4

1,029.4

58.5

54.0

1.6

0.4

683.7

57.3

56.0

743.7

1,068.6

931.4

232.8

52.4

2,391.8

242.0

535.2

985.7

1,354.4

153.1

37.8

1.6

2.2

328.7

863.9

1,625.3

82.9

27.0

1.8

0.2

655.8

2012

23,582

1,608.3

87.0

20.8

698.6

2011

22,720

1,044.7

492.1

287.5

2010

29,623

1,210.3

0.3

1.8

2009

28,627

1,314.4

0.5

2.1

2008

30,357

956.8

0.5

216.6

527.4

2007

21,832

806.4

68.7

53.4

74.3

68.4

65.7

404.3

590.8

69.0

69.2

36.8

53.3

66.3

65.3
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SUBSIDIARY AIRLINES INTEGRATED IN 2011
UNIT

OJSC Rossiya Airlines

JSC ORENAIR

JSC Vladivostor Air

JSC SAT Airlines

2011

2012

2011

2012

2011

2012

2011

2012

hours

94,207

107,698

68,652

80,954

46,810

38,006

10,204

9,625

thousand

3,537.5

4,208.9

2,507.2

3,193.5

1,213.9

1,162.2

298.4

265.3

International routes

1,790.8

2,130.2

2,109.1

2,562.5

332.4

271.3

52.1

50.1

Domestic routes

1,746.7

2,078.7

398.1

631.0

881.5

890,9

246.4

215.2

8.8

9.9

1.8

6.1

14.7

8.8

3.5

3.6

International routes

2.2

2.1

0.1

0.1

1.5

1.3

1.6

1.5

Domestic routes

6.6

7.8

1.7

6.0

13.2

7.5

1.9

2.1

7,190.9

8,760.9

7,500.3

10,505.2

4,534.9

3,134.2

295.7

250.7

International routes

4,673.4

5,738.4

6,840.8

8,572.6

689.1

532.3

90.2

78.6

Domestic routes

2,517.5

3,022.5

659.5

1,932.6

3,845.8

2,601.9

205.5

172.1

9,551.2

11,304.7

8,996.1

12,260.7

6,397.1

4,657.4

476.7

417.9

International routes

5,960.6

7,123.9

7,980.7

9,551.2

1,076.1

869.5

148.6

130.5

Domestic routes

3,590.6

4,180.8

1,015.4

2,709.5

5,321.0

3,787.9

328.1

287.4

75.3

77.5

83.4*

85.7

70.9

67.3

62.0

60.0

International routes

78.4

80.6

85.7*

89.8

64.0

61.2

60.7

60.2

Domestic routes

70.1

72.3

64.9*

71.3

72.3

68.7

62.6

59.9

666.0

810.3

677.7

975.4

478.5

311.8

31.6

27.9

International routes

426.3

522.2

615.9

771.8

64.5

50.3

11.3

10.0

Domestic routes

239.7

288.1

61.8

203.6

414.0

261.5

20.3

17.9

1,045.8

1,239.0

872.4

1,278.1

673.3

509.2

51.4

48.1

International routes

655.4

786.1

771.8

948.8

110.6

89.9

20.0

18.2

Domestic routes

390.4

452.9

100.6

329.3

562.7

419.3

31.4

29.9

63.7

65.4

77.7

76.3

71.1

61.2

61.5

58.1

International routes

65.1

66.4

79.8

81.3

58.3

55.9

56.6

55.2

Domestic routes

61.4

63.6

61.4

61.8

73.6

62.4

64.6

59.8

Flight hours
Passengers carried

Cargo and mail carried

Passenger turnover

Available seat-kilometers

Passenger load factor

Tonne-kilometers

Available tonne-kilometers

Revenue load factor

thousand
tonnes

million
RPK

million
ASK

%

million
TKM

million
TKM

%
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10.6. Terms and abbreviations used in this
Annual Report
• Aeroflot Group – All of the companies (self-sufficient legal persons),
linked by financial and economic
ties, which carry out coordinated
business on the air transport
market, of which JSC Aeroflot is
the head (parent) company and
corporate center, based on its
significant or dominant stakes in
the other companies.
• Aviation security – Protection of air
traffic from illegal interference, all
the measures and resources
necessary for achieving such
protection.
• BSP/ARC (Billing and Settlement
Plan/Airline Reporting Corporation)
– Systems for settlement between
agents and airlines. BSP is an
international settlement system
between agents and airlines
organized by IATA, which enables
sales of air transport services on
neutral forms (not assigned to any
specific airline), helps airlines to
expand their presence on the air
transport market, minimizes
financial risks, lowers expenses on
maintenance of the sales system,
and speeds up the accounting
system by use of electronic
technologies. The purpose of BSP
is to raise the efficiency of interactions between airlines and agent
networks. ARC is a system used in
the USA, which is analogous to
BSP.
• Cargo load factor – Ratio of
tonne-kilometers actually flown to
maximum tonne-kilometer capacity, expressed in percent.
• Code sharing – An agreement on
joint use of route codes, enabling
one and the same route to be sold
202

by two companies under their own
brands and with a distinct route
number for each company. Either
of the airlines in the agreement can
be the actual provider of transport
service on the route.
• Electronic ticket (e-ticket) – A way
of documenting sale and control of
air transport without record of a
physical medium (special accounting form). All information relating to
transport of a specific passenger
(routes, fare, service class, sum
paid, duties, etc.) is contained in an
electronic ticket file, located in a
data base of the relevant carrier.
E-tickets are not necessarily
associated with sale of transport
services via the Internet, although
it is simpler to sell electronic
tickets than ordinary tickets via the
Internet.
• Flight safety – Capacity to provide
air transport services without risk
to people’s life or health.
• Hub – Term used to describe an
airport where transport routes
converge and where there is a
large share of transit passengers,
including airports where the
timetable of incoming and outgoing
flights is organized in such a way
as to minimize transit time between any one flight and the
maximum number of other flights.
• IATA (International Air Transportation Association) – An international
association created in 1945 for
development of cooperation
between airlines in order to ensure
safety, reliability and cost efficiency of flights in the interests of
consumers. Members of the
association now include 270

airlines from 140 countries
worldwide. The address of the
IATA web site is: www.iata.org.
• ICAO (International Civil Aviation
Organization) – Created as a result
of the Chicago Convention on
International Civil Aviation, signed
in 1944. The ICAO is a specialized
institution within the UN, responsible for the development of
international standards, recommended practice and rules in the
technical, economic and legal
realms of international civil aviation.
The address of the ICAO web site
is: www.icao.int
• IOSA (International Operational
Safety Audit) – An international
audit of operational safety, which
includes the following aspects of
airline operations: organization and
management system; flight
operations; aircraft engineering and
maintenance; ground handling;
operational control and flight
dispatch; cabin crew; aviation
security; cargo operations and
transport of hazardous cargos
• ISO – International Organization for
Standardization.
• ISO 9000 – A series of international standards for creation of a quality
control system at an enterprise,
consisting of a number of prescriptions for raising efficiency of
business processes.
• JSC Aeroflot – Open Joint Stock
Company Aeroflot - Russian
Airlines, created by Russian
Government Orders № 267
(01.04.1993) and № 314
(12.04.1994), carrying out air
transportation of passengers,
Aeroflot Group | Annual Report 2012
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baggage, mail and cargo, and also
providing services based on an
operator’s certificate and the
appropriate licenses.

• Seat kilometer – Measure of an
airline’s passenger carrying
capacity, based on one seat flying
a distance of one kilometer.

• Market capitalization – Total market
value of the shares of a company.

• TCC – Transport and Clearing
Chamber.

• Marketing partner – a party and/or
airline, which has the right to use
its code on the flight of a partner
operator and to show its code
under the “carrier” heading on
tickets for a code-sharing flight, but
which does not carry out technical
and ground handling or operating
control of the aircraft, which makes
the code-sharing flight.

• Tonne-kilometer (tkm) – Transport
of one ton of paying load (passengers at 90kg per passenger, cargo
and post) over a distance of one
kilometer.

• Passenger kilometer – Transport of
one passenger over a distance of
one kilometer.
• Passenger load factor – Ratio of
the number of revenue passenger
kilometers flown to total available
seat kilometers, expressed in
percent.
• Passenger turnover – Measure of
the volume of air transport
operations, calculated by multiplying the factual number of paying
passengers carried on each stage
of a flight by the distance of the
flight stage; expressed in passenger kilometers.
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10.7. List of Aeroflot offices
List of Aeroflot offices in Russia

Office and sales desks in Moscow
Address

Telephone

10 Arbat Street

+7 (495) 223-55-55 +7
(499) 500-75-97

19 Yeniseyskaya Street

E-mail

Opening hours

arb@aeroflot.ru

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

+7 (495) 223-55-55

ens@aeroflot.ru

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

7 Korovy Val Street (Buildng 1)

+7 (495) 223-55-55

krv@aeroflot.ru

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

3 Kuznetsky Most Street

+7 (495) 223-55-55

kzm@aeroflot.ru

20/1 Petrovka Street

+7 (495) 223-55-55

ptr@aeroflot.ru

37/19 Pyatnitskaya Street

+7 (495) 223-55-55

ptn@aeroflot.ru

32 First Tverskaya-Yamskaya Street

+7 (495) 223-55-55,

tvr@aeroflot.ru

4 Frunzenskaya Embankment

+7 (495) 223-55-55

fru@aeroflot.ru

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

Terminal D, Sheremetyevo Airport*

+7 (495) 223-55-55

-

24 hours (2 breaks of 15 minutes:
8:45–9:00; 19:45–20:00)

Terminal E, Sheremetyevo Airport

+7 (495) 223-55-55

-

24 hours (2 breaks of 15 minutes:
8:45–9:00; 19:45–20:00)

Terminal F, Sheremetyevo Airport

+7 (495) 223-55-55

-

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

Mon.-Sat.: 9:00 – 20:30 Sun.:
9:00 – 16:30

24 hours (2 breaks of 15 minutes:
8:45–9:00; 19:45–20:00)

* Aeroflot service desks are located in the left wing of Terminal D,
on the third floor in the domestic flight departure zone (opposite registration desks 21–28).
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Representative offices in the Russian Federation
City

Code

Telephone

Fax

Address

Anapa

86133

322-55

315-66

170 Krymskaya Street

Abakan
Arkhangelsk
Astrakhan
Barnaul

Blagoveshchensk
Chelyabinsk
Chita

Ekaterinburg
Irkutsk

Gelendzhik
Kazan

Kemerovo

Khabarovsk
Krasnodar

Krasnoyarsk

Magnitogorsk

Mineralniye vody
Nizhnevartovsk

Nizhny Novgorod
Novokuznetsk
Novosibirsk
Omsk

Orenburg
Perm

Petropavlovsk-K.
Rostov on don
Samara
Sochi

Surgut
Tomsk

Tyumen

Ulan-Ude
Ufa

Volgograd

Yuzhno-Sakhalinsk
Yakutsk

Branches

3902
8182
8512

3852
4162

8442
–

343

3952
843

3842
861
391

3719

87922
3466
831

3843
383

3812

3532
342

4152
863

846

8622

3462
3822

3452
3012
347

3022
4212
351

4242
4112

296-500
651-455
511-111

369-902
318-770

385-480

+7 (905)438 52 22
356-5570
211-398

200-95-85
349-451

267-3607

274-37-25

+7 (905) 761-59-51
562-18

243-232

434-4040

+7 (913) 989-0274
223-1576
251-322

660-555

290-1303
300-722

218-6618

276-0277
2644-511
233-966
901-129

681-155

210-347

279-60-55
321-808

783-435

237-09-17
788-755

40-26-06

–

651-455
511-112

380-245
318-770

964-468
–

356-5570
211-326

200-95-85
349-451

267-1907

274-37-23
–

599-20

245-555

434-4188
–

217-9698
247-955
–

290-1304
300-830

286-9542

276-02-80
2645-675
363-305
901-129

383-872
210-347

279-60-75
321-808

783-456

237-09-17
784-555

40-26-07

59A Druzhby Narodov Street
30 Naberezhnaya Severnoy Dviny

3 Gubernatora A. Guzhvina Prospect
85А Dmitrova Street
108 Lenina Street

90 Svobody Street

17 Zvezdnaya Street
41 Belinsky Street

27 Stepana Razina Street
Gelendzhik Airport

35/15 Butlerova Street
1 Kolomeitseva street
50 Pushkina Street

65 Krasnaya Street

73A Karl Marx Street

Magnitogorsk Airport

Mineralniye vody Airport
11 Omskaya Street
6 Gorky Square

Novokuznetsk Airport
28 Krasny Prospect

14 Ordzhonikidze Street
9 Turkestanskaya
10 Lenina Street

35 Sovetskaya Street

24 Sholokhova Street

141 Leninskaya Street
61А Roz Street

41 Lenina Street

51A Kirova Street
84 Malygina

47A kommunisticheskaya Street
5/3 Lenin Street

15 Lenin Prospect

172 Mira Prospect

8 Oyunskogo Street

Vladivostok

423

2205-235

2205-403

143 Svetlanskaya Street

St. Petersburg

812

438-55-81

572-43-10

1/43 Rubinsteina Street

Kaliningrad

4012

916-455

956-454

4 Pobedy Square
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Representative offices abroad
City

Code

Telephone

Fax

Address

Vienna

43-1

512-1501

512-150-178

PARKRING 10, 1010 WIEN, AUSTRIA

Baku

994-12

498-11-67

498-11-66

U. HADJIBEKOV STR., 23, BAKU, AZERBAIDJAN, AZ 1000

Yerevan

374-10

532-131

522-435

12 Amiryana Street, Yerevan, 375002, Armenia

Minsk

375-17

328-69-79

328-68-95

Office 101, Ya. Kupaly Street, 220030, Minsk

Brussels

32-2

513-60-66

512-29-61

BRUSSELS AIRPORT BOX 2 1930 ZAVENTEM

Sophia

359-2

962-10-01

962-55-66

1407 SOFIA, BULGARIA, ZLATEN ROG STREET, 22,
1-st FLOOR, OFFICE 2B

London

44-20

735-522-33

735-523-23

70 PICСADILLY LONDON, W1J 8HP, UK

Budapest

361

318-59-55

317-17-34

HUNGARY 1050 BUDAPEST, JOZSEF ATTILA UTCA 18

Hanoi

84-4

377-187-42

377-185-22

209-210, Bld. D1, 298 KIM MA ST., BA DINH, DIST.

Ho Chi Minh

84-8

354-725-88

–

9th floor, Hai Au Building, 39B Truong Son, Ward 4, Tan
Binh District, Ho Chi Minh City

Berlin

49-30

226-981-37

226-981-36

D-12489 BERLIN JUSTUS-VON-LIEBIG-STRASSE 7

Hamburg

49-40

5075-27-46

502-837

Hannover

49-511

724-7814

977-2064

Dusseldorf

49-211

421-65-56

528-76-99

Munich

49-89

975-918-14

975-910-90

Frankfurt

49-69

273-006-11

273-006-19

Wilhelm-Leuschner- Str.41 d-60329 Frankfurt am Main
GERMANY

49-6543

508-600

508-606

55483 Hahn Airport, Building 860, Germany

49-711

948-49-10

948-49-13

30-210

353-06-11

353-21-48

Copenhagen

45

331-263-38

331-411-82

DENMARK COPENHAGEN, 1.1 VESTER
FARIMAGSGADE ROOM 1255 DK-1606 COPENHAGEN
V

Cairo

202

239-004-29

239-004-07

CAIRO/EGYPT 18, El Boustan st. El Boustan Commercial
Centre

Delhi

91-11

233-173-71

237-232-45

AEROFLOT, TOLSTOY HOUSE, 15-17 TOLSTOY MARG
DELHI – 110001 (INDIA)

Tel Aviv

972-3

975-72-37

975-72-43

Ben Gurion Airport 70100 Israel

Tehran

98-21

889-19-314

889-10-888

IRAN, TEHRAN, VALI ASR AVE., SADR STR, 62

Barcelona

34-93

430-58-80

419-95-51

Aeropuerto de Barcelona, Terminal 1, Dique Norte, planta
0, Oficina №431

Austria
Azerbaijan
Armenia
Belarus

Belgium
Bulgaria

Great Britain
Hungary
Vietnam

Germany

Hahn (regional office for cargo
transport in Europe)
Stuttgart
Greece
Athens

Denmark
Egypt
India

Israel
Iran

Spain

206

Flughafen Hamburg Terminal 1 Flughafen- Str.13 22335 Hamburg
Flughafen Hannover Terminal B FlughafenStr.6 30855 Langenhagen

FLUGHAFEN DUSSELDORF TERMINAL RING 1B, TS
1.642-643
FLUGHAFEN MUENCHEN TERMINAL 1, MODUL C,
RAUM C4365 85356 MUENCHEN

STUTTGART 70629 Flughafen Stuttgart Terminal
3 Ebene 3 Raum 3301

ATHENS INTERNATIONAL AIRPORT “ELEFTHERIOS
VENIZELOS” VING H, 3-rd Floor P.O. BOX 80084 T.K.
19019 ATTIKI
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City

Code

Telephone

Fax

Madrid

34-91

431-37-07

431-80-98

Malaga

34-95

297-45-34

297-45-33

AEROPUERTO DE MALAGA, MALAGA, ESPANA,
29004

Bologna

39 051

64 72 207

–

Aeroporto di Bologna, Via Triumvirato, 84,
40132 Bologna , Italia

Venice

39-041

269-84-84

269-84-47

Aeroport Marko Polo, Tessera, Venezia, Luigi Broglio
street 8, 30030 ITALIA

Rome

3906

420-385-05

429-049-23

00187 ROMA VIA L.BISSOLATI 76

Italy

Milan

Kazakhstan

3902

669-875-38

669-846-32

Address

OFICINA 42739, Terminal 1, Aeropuerto Barajas,Madrid
28042.Espana

20121 MILANO – VIA MARINA, 3

Almaty

727

291-54-16

291-55-97

050010 Respublika KAZAKHSTAN, g. ALMATY, ul.
BEGALINA, 42

Larnaca

357

2400-8456

2400-8458

P.O. 43062, P.C. 6650 New Int`l Airport Larnaca
CYPRUS

Bishkek

996-312

620-074

620-075

bul. Erkindik, 64/1, Bishkek, Kirgizia 720040

Hong Kong

852

253-726-11

253-726-14

Room 1005, 10 th Floor Jubilee Centre, 18 Fenwick
Street, Wanchai, Hong Kong

Guangzhou

86-20-

360-504-10

360-664-82

Beijing

86-10

650-024-12

650-125-63

Shanghai

86-21

627-980-33

627-980-35

Havana

537

204-32-00

204-55-93

5-ta AVENIDA, ENTRE 76 Y 78, EDIFICIO
BARCELONA, OFICINA 208, MIRAMAR TRADE
CENTER, MIRAMAR, PLAYA, CIUDAD HABANA, CUBA

Riga

371-6

778-07-70

778-07-71

DZIRNAVU STR., 57A, RIGA, LATVIA LV-1010

Beirut

9611

739-596

739-597

GEFINOR CENTER, BLOCK "B", 10th FLOOR, OFFICE
1002Б CLEMANCEAU STR., RAS-BEIRUT/3234,
BEIRUT, LEBANON

Ulan-Bator

976-11

319-286

323-321

MONGOLIA, ULAAN BAATOR, SEOUL STREET,
15 AEROFLOT 210644

Male

960

333-00-82

333-00-79

Maldives, Male 20026 boduthakurufaanu magu
H.Aagadhage/1st floor

Amsterdam

31-20

625-40-49

625-91-61

1118BG Schiphol , Schiphol Boulevard
159 AMSTERDAM NETHERLANDS

Oslo

47

648-104-10

648-184-12

NORWAY 2060 GARDERMOEN, Edvard Griegs vei 1

Dubai

971-4

222-22-45

222-77-71

PO BOX 1020 AL MAKTOUM STREET, AL MAZROEI
BLDG, OFFICE 101, DEIRA, DUВAI, U.A.E.

Warsaw

48-22

628-17-10

628-25-57

POLAND, WARSZAWA 00-697 AL. JEROZOLIMSKIE
65/79

Seoul

82-2

569-32-71

569-32-76

Rm.207, SHIN A BLDG, 50, 11 GIL SEOSOMUN-RO,
JUNG-GU, SEOUL, KOREA, 100-752

Bucharest

4-021

315-03-14

312-51-52

ROMANIA, 2-4, GHEORGHE MANU ST.,
010445 District 1, Bucharest

Belgrade

381-11

328-60-71

328-60-83

11000 BELGRADE Kneza Mihajlova, 30

Washington

1-202

499-59-29

1-866-535 5915

1101 17 STREET, NW. SUITE 716 WASHINGTON DC
20036

Cyprus

Kyrgyzstan
China

Cuba

Latvia

Lebanon
Mongolia
Maldives

Netherlands
Norway

Emirates
Poland

Republic of Korea
Romania
Serbia
USA

Guangzhou Baiyun International Airport, Guangzhou,
510470 China, Hotel Pullman Guangzhou Baiyun Airport,
room W202
GENERAL REPRESENTATION OF AEROFLOT IN CHINA
N2 CHAO YANG MEN BEI DA JIE, BEIJING 100027, PR
CHINA
Suite 664, Shanghai Centre, 1376, Nan Jing Xi Road,
Shanghai, China PRC 200040
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City

Code

Telephone

Fax

Los Angeles

1-310

281-53-00

281-53-08

USA LOS ANGELES, 9100 WILSHIRE BLVD. SUITE 175,
BEVERLY HILLS, CA 90212
10 ROCKEFELLER PLAZA, SUITE 1015 NEW YORK, NY
10020 TERMINAL ONE, ROOM 4620, JFK AIRPORT,
NY 11430

Miami

New York

1-305

869-19-46

869-19-43

Address

6450 NW 25 street, Building 704, Miami, FL 33122

1-212

944-23-00

944-52-00

Bangkok

662

1-34-22-27

1-34-21-79

Suvarnabhimi Airport, Concourse G, Room G2-085,
999 Moo 1 Nong Prue, BangPhli Samut Prakan 10540,
Thailand

Ashkhabad

993

636-728-98

–

67 Magtymguly Prospekt

Antalia

902-42

330-30-06

330-34-77

ANTALYA INTERNATIONAL AIRPORT,
TERMINAL-2 Z-196

Istanbul

90-212

296-67-25

296-67-37

Harbiye Mah., Cumhuriyet Cad N48 B, Sisli, Istanbul,
Turkey

Tashkent

998-71

120-05-55

120-05-57

73, BOBUR STREET, TASHKENT , UZBEKISTAN, 100029

Dnepropetrovsk

38-056

239-57-71

239-57-85

Airport of civilian aviation

Kiev

38-044

369-5-555

245-48-81

112-А Sagsaganskogo Street, Kiev, 01032 Ukraine

Thailand

Turkmenia

Ashkhabad

Uzbekistan
Ukraine

Donetsk
Odessa

Simferopol
Kharkov
Finland

38-050

38-0482
38-0652
38-057

368-02-52
39-33-01
595-606

766-36-17

–

39-33-04
595-606
–

1, Vzletnaya st., Donetsk, 83021, Ukraine
Odessa Airport

6 Airport square

1, Romashkina st., Kharkov, 61031, Ukraine

Helsinki

358-9

424-771-14

821-472

HELSINKI – VANTAAN LENTOASEMA TERMINAALI
2 01530 VANTAA FINLAND

Nice

33-4

932-14-482

932-14-544

AEROFLOT AEROPORT NICE – COTE D'AZUR
TERMINAL 2, 06281 NICE CEDEX 3

Paris

33-1

418-40-787

494-70-516

Zagreb

385-1

487-20-55

487-20-51

10000 CROATIA, ZAGREB, HEBRANGA ANDRIJE 4,
STAN 2; 21120, SPLIT AEROPORT, KASTELA, CESTA
DR.F.TUDMANA, 96

Prague

420

227-020-020

224-812-683

TRUHLARSKA, 5 110 00 PRAGUE 1, 11000, CZEH
REPUBLIC

Geneva

41

22-798-24-30

22-738-83-12

15, Route de l`Aéroport-CP-7 , CH-1215 Genève 15,
Suisse

Stockholm

46-8

593-617-05

593-602-16

box 19, 19045, Stockholm Arlanda Sweden

Colombo

94

112375684

112375686

25, Deal Place, Colombo 03, Sri Lanka

Tokyo

81-3

553-287-81

553-288-21

Toranomon Kotohira Tower 16F, 1-2-8 Toranomon,
Minato-ku, Tokyo, Japan 105-0001

France

Croatia
Czech Republic
Switzerland
Zurich

Sweden

Sri Lanka
Japan

208

41-43

816-40-48

816-40-90

Le Dome – Batiment 4-4, rue de la Haye –
95731 Roissy CDG Cedex – France

Terminal 2 CH-8060 ZURICH 60 Flughafen
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10.8. Contact Information
Full name – Joint Stock Company “Aeroflot - Russian Airlines”
Short name – JSC Aeroflot
Certificate of inclusion in the Unified State Register of Legal Entities – Issued by the Moscow Department of the Russian
Tax Ministry (№1027700092661 issued on August 22, 2003)
Tax payer identification number – 7712040126
Location – 10 Arbat Street, Moscow, Russian Federation
Postal address – 119002, Moscow, Arbat Street, 10
Shareholder Service:

Tel/fax: +7 (495) 258-06-84
E-mail: emitent@aeroflot.ru
Investor Service:

Tel/fax: +7 (495) 258-06-86, (499) 500-69-63/fax
E-mail: ir@aeroflot.ru
Press Service:

Tel.: +7 (499) 500-73-87, (495) 752-90-71
Fax: +7 (495) 753-86-39
E-mail: presscentr@aeroflot.ru
Aeroflot Bonus programme:

Tel.: +7 (495) 223-55-55
8-800-444-55-55 – for Russian regions
Fax: +7 (495) 725-43-56
Working hours: day-and-night service
www.aeroflotbonus.ru
E-mail: bonus@aeroflot.ru
Share Register: :

CJSC Computershare Registrator
Licence number: 10-000-1-00252
Address: 8 Ivana Franko Street, Moscow
(Kuntsevskaya Metro).
Tel. +7 (495) 926-81-60
or Register branch:
Room 107, 1st Floor, Corpus 6 (Flight Personnel
Training Center), Sheremetyevo-1.
Tel.: +7 (495) 578-36-80
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Notice concerning forward-looking statements

In addition to factual data, this Annual Report also contains
opinions, assumptions and forecasts by Company management based on currently available information. Impact of
external factors, such as fluctuating demand for air
transportation, price changes, implementation of new
technologies, changes in legal environment, fluctuations in
exchange rates, etc., may cause actual performance by
the Company in the future to differ from forecasts in this
Report.

