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About the Report
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of Public Joint Stock Company Aeroflot –
Russian Airlines (“PJSC Aeroflot”, “Aeroflot
airline”, or the “Company”) from 1 January 2019
through 31 December 2019. “Aeroflot Group”
or the “Group” refers to PJSC Aeroflot and its
controlled entities.
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Other annual reports of the Company are available
on its official website in the Shareholders
and Investors section at ir.aeroflot.com/
shareholders-and-investors.
This Report discloses the Group’s financial
and operating results, the progress in strategy
execution during reporting period and describes
the Group’s corporate governance system.
This Report has a particular focus on the Group’s
corporate social responsibility.
This Report has been prepared based on
PJSC Aeroflot’s management reports and in line
with PJSC Aeroflot’s consolidated IFRS financial
statements for 2019. The sustainable development
section of the Report was prepared based on the
GRI Sustainability Reporting Standards (GRI).
PJSC Aeroflot’s consolidated IFRS financial
statements for 2019 were audited by
PricewaterhouseCoopers Audit.
In this Annual Report, unless otherwise stated,
performance figures pertain to PJSC Aeroflot and
its subsidiaries. Minor discrepancies in numbers
in the charts and tables subtotals of this Annual
Report are due to rounding. The scope and
wordings of performance metrics in this Report
do not have any material difference from previous
reports.
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Aeroflot Group is an innovative
airline holding, Russia’s largest
carrier and one of the leading
airline groups in Europe and
globally.
Aeroflot Group is active in key
market segments, from premium
to budget air travel, providing
passengers with a wide range of
travelling options. Our priority is
improving accessibility to Russia
and its regions. Aeroflot is one of
the oldest airlines globally with
a 96-year track record of delivering
services for its passengers, which
is key to building a strong and
well-recognised airline brand.

PJSC Aeroflot

The Group is strongly positioned in
the market to capitalise on growth
opportunities domestically and
internationally.

60.7

million

Passengers carried

Top 20

Aeroflot Group’s
business by key
segment

Aeroflot is the
world’s most
powerful airline
brand

Premium

Global airline group
Low-cost

Mid-market

Charter

USD

2.1

billion

The combined value of
Aeroflot Group’s brands

>340

Scheduled routes

126

routes
Operated by our low-cost carrier
(including 71 unique routes
for the Group)

>210

Unique destinations (airports),
including 186 network carrier
destinations

359

Modern aircraft

86.7%

of flights
Operated on-time

Young fleet

5.0

years
Average age
of Aeroflot airline's fleet

6.9

years
Average age
of Aeroflot Group's fleet

41.3

thousand

Employees

The industry’s

largest
Aeroflot was named
as the world’s most punctual
airline in the global On-Time
Performance Review by Cirium
analytical group

Aeroflot received the highest
five-star rating from OAG, leading
global travel data provider,
for flight punctuality

employer

Transport
accessibility
Aeroflot Group is a major
contributor to the accessibility
of Russian cities, facilitating
inter-country connections
and making Russia better
connected with the world
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Aeroflot

Rossiya

Aurora
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Aeroflot is Russia’s leading carrier and one of the
oldest airlines in the world. Operates the youngest
fleet globally1. Aeroflot’s hub is Sheremetyevo airport
in Moscow.

37.2 million

245

Passengers carried

Aircraft

101.6

billion RPK

128.3

79.2

Passengers carried

%

Available seat-kilometres

Scheduled routes
59

domestic

101 international

1. Among airlines with more than 100 aircraft.

33.7

billion RPK

Passenger turnover

39.5

billion ASK

160

Rossiya is one of Russia’s largest carriers and the
market leader in the North-West of the country.
Operates scheduled and charter flights. Based in
Saint Petersburg, the company also operates flights
from the Moscow air transport hub (Sheremetyevo
and Vnukovo airports).

11.6 million

Passenger load factor

Passenger turnover

PJSC Aeroflot

Pobeda

61
Aircraft

85.3

thousand

Employees

89

7.1

thousand

48 domestic

Employees

41 international

30

1.7 million

23

Passengers carried

Aircraft

Passengers carried

Aircraft

18.5

94.0

billion RPK

Passenger turnover

billion RPK

Passenger turnover

71.2

%

Passenger load factor

billion ASK

available seat-kilometres

1.8

Scheduled routes

thousand

81 domestic

Employees

45 international

2.4
3.4

billion ASK

126

%

Passenger load factor

available seat-kilometres

Scheduled routes

Aurora is a regional carrier in the Russian Far East.
The airline is based at Vladivostok, YuzhnoSakhalinsk and Khabarovsk airports and operates
flights between the key population centres in the
Far East and Siberia, including local destinations,
and flights on certain international routes.

10.3 million

19.7

billion ASK

available seat-kilometres

23.2

%

Passenger load factor

Pobeda is the leading low-cost airline in Russia.
The airline is primarily based at Moscow Vnukovo
airport. The company is also focused on increasing
flights from Saint Petersburg and Russian regions.

45

2.3

Scheduled routes

thousand

32 domestic

Employees

13 international

PJSC Aeroflot
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Key Highlights

Passenger load factor

Revenue

60.7

81.9

RUB

million PAX

%

2019

60.7

2018

04

2019

81.9

9.0%

55.7

2017

50.1

2018

43.4

82.7

2017

82.8

2016

81.4

39.4

Passenger traffic

Growth rate

Passenger turnover

156.3

billion RPK

2019

156.3

2015

143.2

78.3

Passenger load factor

Change

112.1
97.6

PJSC Aeroflot

2016

2019

190.9

Growth rate

2018
2017

415.2

13.5

Growth rate

2015

173.1

2017

157.2

EBITDA

137.7

RUB

billion

3.55 / 3.23
3.55
3.23

8.7

2018

3.53
3.18

2017

23.1

2017

3.39
3.13

2016

38.8

2016

3.60
3.14

2015

(6.5)

2015

3.33
2.97

(55,7)

10.4%

2015

124.7
7.7%

Available seat-kilometres

Growth rate

EBITDA margin

Revenue per available seat-kilometre (RASK)4
and cost per available seat-kilometre (CASK)

14.2%

2016

Net profit

04

103.1

2019

2018

03

24.8%

10.3%

2018

137.6

13.5

2019

02

27.7%

29.8%

Revenue

121.8

2016

19.4%

2015

151.5
24.8%

22.9%

495.9

RUB

billion ASK

8.4%

Passenger turnover

532.9

168.9
24.9%

7.5%

190.9

14.8%

2015

2017

10.1%

130.2

611.6

billion

2019

14.8%

Net profit / (loss)3

16.2%

2016

2018

Available seat-kilometres

9.9%

2017

677.9

168.9

10.8%

0.5 p. p.

9.2%

2018

2019

3.1 p. p.

13.4%

RUB

billion

1.4 p. p.

10.3%

2015

677.9

(0.1) p. p.

15.4%

2016

EBITDA2

(0.8) p. p.

11.1%
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Financial Highlights1

Operational Highlights
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Adjusted net profit

1. The 2018–2019 financial results were published in accordance with
IFRS 16 Leases standard. The 2015–2017 results were not restated
and published in accordance with IFRS (IAS) 17 Leases standard.
2. 2015–2017 – EBITDAR.

RASK

CASK

3. The 2015 loss includes a number of one-off effects including the
RUB 16.8 billion cost of transporting Transaero passengers. The 2018
adjusted net profit excludes non-cash revaluation related to operating
lease liabilities due to change in FX.
4. RASK was calculated based on Aeroflot Group’s total revenue (passenger
traffic revenue and other revenue).

PJSC Aeroflot
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Investment Case
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Leader in the growing market
Russia is one of the world’s largest
aviation markets, still growing and
evolving

Aeroflot Group is
an undisputed market
leader in Russia

+7.6% CAGR 2010–2019

41.3%

02
03
04

Aeroflot Group's share in
the Russian passenger
air transportation market

Passenger traffic in the Russian market,
million PAX

70.5

80.1

91.6

103.7 111.8 107.2 102.8

123.7

137.0

147.2

High-quality product
inspiring customer
loyalty

Advantageous location of the hub
The hub’s location in Moscow between Europe and Asia allows
Aeroflot to fully seize the opportunities offered by the global air
transportation market

Moscow offers an up to three-hour
advantage in transit time
ours

High-quality product offering
across all segments

a

73%

London
Frankfurt
Paris
Munich

Aeroflot’s NPS

Eu r o
pe

02

Helsinki

03
Moscow

Powerful frequent
flyer programme

h
+3fer througbh
ns Gulf hu
a
r
t ian
rs
Pe

Asia
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Istanbul

Hub
in Moscow

9.8 million Aeroflot Bonus members

–3 hours

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Doha
Dubai

Pobeda’s share in Aeroflot Group’s
passenger traffic breakdown, %

Low-cost carrier
capitalising on the
untapped market potential

9.9

PJSC Aeroflot

passenger traffic to 10–15 million
passengers

7.0

9.1

3.7

2.9

→ Increase the fleet of the modern
Russia-made aircraft

0.1
2015

2016

2017

2018

2019

2014

→ Set up an international hub in

Krasnoyarsk and three regional bases
in Sochi, Yekaterinburg and Novosibirsk

5.2
4.2

0.3
2014

by Pobeda to 25–30 million per year

Pobeda’s share in the Russian
air transportation market, %

12.9

→ Drive digitalisation across
2015

2016

2017

2018

Better cost base relative to global peers: low CASK

9.1 million passengers

→ Grow the number of passengers carried
→ Ramp up our international transfer

17.0

7.8

by Aeroflot Group to 90–100 million per
year

2019

Aeroflot Group airlines

8.5
CASK excluding fuel, U.S. cents per ASK

The growing contribution of
Pobeda airline – one of the topperforming and fastest-growing
low-cost carriers globally

→ Grow the number of passengers carried

Social
responsibility

Strong financial performance

7.5
6.5
5.5

Low-cost of network carrier
Western Europe

Network carrier
Western Europe

2.5

2.3

Network carrier
Southern Europe

4.5
3.5

Network carrier
North America

Network carrier
Australia

Low-cost carrier
Western Europe

Have been carried under the flat fare
programme since its launch

Network carrier
Western Europe

2.2

Low-cost carrier
Western Europe

1.0

1.5

2.0

Stage length, thousand kilometres
Source: company data.

1.3

1.6

Pobeda

1.5
0.5

1.7

Aeroflot
Group

2.5

3.0
2015

2016

2017

2018

2019

PJSC Aeroflot

Strategy 2023

Multi-brand proposition
with own low-cost carrier

Passenger and Industry
Recognition

ABOUT THE COMPANY
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Unmatched service level
→ Aeroflot reaffirmed its premium status in China after winning
the Best China–Europe Transit Airline category at the
prestigious Stars Awards again.
→ Aeroflot once again made it into Top 10 full service airlines
in the world according to a reputable global booking portal
eDreams, based on passenger reviews.

Aeroflot airline

→ Aeroflot Bonus programme was once again voted the winner
in two categories at the 2019 Freddie Awards: Best Customer
Service and Best Elite Program.

Five Star Global Airline
in APEX’s ratings

02
03
04

APEX Passenger
Choice Award
for Best Seat Comfort
in Europe

World’s Leading Airline Brand
and World’s Leading Airline –
Business Class at the World
Travel Awards 2019
Europe’s Leading Airline Brand,
Europe’s Leading Airline –
Business Class, Europe’s Leading
Airline to Asia

Awards to subsidiary airlines
Rossiya airline
→ In 2019, Rossiya broke into the Top 50 most valuable Russian brands
ranking by Brand Finance, the world’s leading independent brand valuation
consultancy, for the first time.
→ Rossiya was named the leader in carrying transfer passengers of
Saint Petersburg airport and won a LED Together award in the Biggest
Contributor to Transfer Traffic category.
→ Rossiya won Sheremetyevo airport’s Perfect Timing Award in the Russia’s
Largest Air Passenger Traffic Generator in 2019 special category.

→ Aeroflot was recognised as the best airline in Russia at
GQ Travel Awards 2019.

→ Rossiya’s children’s goody bags won the Highly Recommended Award
from the British TravelPlus magazine.

→ Aeroflot won the 2019 Skyway Service Award in two
categories: Business Class (scheduled international and
domestic flights) and Economy Class (scheduled international
flights). The Company was also voted the winner in the Best
Online Services for Customers, Best Service for Passengers
with Children and Passengers with Special Needs, and Best
Duty Free on Board.

→ Skyway Service Award: “Best Economy Class, Domestic Scheduled
Flights”, “Best Airline for Tourist Destinations”, special nomination for
aviation support for the Year of Theatre in Russia national project.

→ Aeroflot Group was named Airline of the Year at the 2019
Wings of Russia National Airline Award in the International
Passenger Carrier and Domestic Passenger Carrier, Group 1,
categories.

Annual Report 2019
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→ The participants in the NETWORK Eurasian Route Development Forum
voted Rossiya the best airline and the winner in the Best Progress in
Service category.

01
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→ Rossiya was honoured with the Amur Tiger Centre’s award for its
contribution to the preservation of wild cats.
→ Rossiya received special recognition for the promotion of regional traffic at
the Eurasian Regional Air Traffic Award.
→ The airline topped Saint Petersburg Brand Rating in the Transport category.
→ Letter of Acknowledgement from the President of the Russian Federation
to recognise Aeroflot’s contribution to air transport development and highly
professional performance.

Technology and innovation

Pobeda airline
→ Aeroflot was placed fourth in Bain & Company’s ranking of
digitalisation of airlines.

PJSC Aeroflot

Best Airline in Eastern Europe
at the Skytrax World Airline Awards

Flyer Award’s Favourite
International Airline
in China

Top 10 brands delivering the
best customer experience
according to KPMG (the only
Russian company among
the global leaders)

Top 25 New Examples
of Best Practices in Customer
Experience according
to Forbes

→ Letter of Acknowledgement from the Government of Saint Petersburg to
recognise Aeroflot’s contribution to the regional tourism development and
commitment to high quality standards.

→ Aeroflot won the GlobalCIO’s Project of the Year IT award in
two categories: Best Industry Solution – Transportation, and
Analytical Solutions and Big Data – Best Project in Cargo
Logistics.
→ Aeroflot received the E-Commerce Project of the Year award
at the CNews AWARDS 2019 for upgrading its website and
mobile app.
→ Aeroflot’s Tax Monitoring Data Mart project won the annual
Innovation Time 2019 award in the IT and Digital Technology
category.

→ The fastest-growing low-cost carrier in Europe according to CAPA – Centre
for Aviation, one of the world’s most trusted sources of market intelligence
for the aviation and travel industry.
→ Pobeda won Vnukovo airport’s Airline Punctuality Rating in two categories:
the Most Punctual Airline with Passenger Traffic of Over One Million
Passengers and the Fastest Growing Russian Airline.
Aurora airline
→ The company won Skyway Service Award in the Best Regional Carrier
category.
→ Aurora won the Domestic Passenger Carrier, tier two, category at the
2019 Wings of Russia National Airline Awards and a diploma in the
2018 Best Regional and Local Carrier category.
→ Aurora was named the leader in the Best Practices category according to
the 2019 Service in Russian Sky research. The company was honoured for
the best in-flight experience.
→ The Trademark of the Year award in the Regional Brand – Logistics
category.

PJSC Aeroflot

4-Star rating
by Skytrax

Business Traveller Award’s
Best Airline in Eastern
Europe

13

Delivering
on Our Strategy

The rating agency Fitch
upgraded PJSC Aeroflot’s
credit rating to “BB” with
a Stable outlook.

02
03
04

Tax Monitoring Data
Mart digital project was
presented to the Russian
Prime Minister.
Aeroflot Group
introduced baggage-free
fares for a number of
medium-haul flights
operated by Aeroflot and
Rossiya airlines.

Rossiya airline was
appointed the official
carrier of the I Winter
Children of Asia
International Sports
Games.

Aeroflot, Federal Air
Transport Agency and
UAC held the Best in the
Sky contest for future
pilots of the Russian
aicraft.

Aeroflot launched flights
to Marseille (France)
and Palma de Mallorca
(Spain).

Aeroflot was appointed
the official carrier of the
FIBA Basketball World
Cup 2019.

Aeroflot, Krasnoyarsk
Region authorities and
Krasnoyarsk International
Airport signed
an agreement to establish
an Aeroflot Group hub
in Krasnoyarsk.

PJSC Aeroflot’s corporate
governance rating was
confirmed at 7++.

Aeroflot celebrated
30 years of the
International Air Transport
Association (IATA)
membership as well as
the 60th anniversary of
membership with SITA,
the world’s leading
provider of air transport
communication and
information technology.
Russia’s Anti-Monopoly
Service and Aeroflot
developed joiny approach
to economy class pricing.

ABOUT THE COMPANY
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Aeroflot offered special
discounted fares under
a new global promotion.
Aeroflot signed a codesharing agreements
with AeroMexico,
Vietnam Airlines and
Brussels Airlines.

Aeroflot launched a cargo
agent’s personal account
to streamline its cargo
operations.
PJSC Aeroflot
and Sukhoi Civil Aircraft
began implementing
the agreement for the
delivery of 100 SSJ100
aircraft.

02
03
04

Aeroflot joined the Digital
Transportation and
Logistics Association.

Aeroflot was granted
IATA’s Level 4 NDC
certification.

Aeroflot commenced to
move some international
flights to new Terminal C
of Sheremetyevo airport.

Aeroflot and Japan
Airlines signed a codesharing agreement.

Aeroflot Group launched
a new fare family –
Base – for Business and
Economy classes.

Pobeda airline
established its own
aviation training
centre to provide
professional training to
flight attendants and
scheduled training to
pilots.

Aeroflot Group started
to temporarily optimise
capacity and ground
aircraft fleet in response
to the global COVID-19
pandemic.

PJSC Aeroflot

PJSC Aeroflot

Events after
the reporting period

Key events
of the year

AeroMar

Aeromar celebrates its
30th birthday

30 years of the
IATA membership

01
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NDC
certification

Today Aeromar is the largest in-flight catering,
aircraft cleaning, outfitting and in-flight
shopping company in Russia also focused
on retailing SKYSHOP products in airports.
Aeromar has branches in Saint Petersburg,
Sochi, Rostov-on-Don and Simferopol, as well as
subsidiaries in Vladivostok, Krasnodar and Ufa.

02

02
03
04

In 2019, Aeroflot completed preparations for Level 4 New Distribution
Capability (NDC) certification by the International Air Transport Association
(IATA) (granted in January 2020).
The NDC Level 4 certificate helps significantly improve customer service
as offers and orders are fully agent-managed, and additional service
functionality is provided. The new functionality enables accelerated air ticket
refunds and exchanges, tracking booking changes, and quickly switching
agent network to own sales channel while optimising distribution costs.

Aeroflot celebrated 30 years since becoming
a member of the IATA. For three decades,
PJSC Aeroflot has acted as the association’s
champion in Russia. IATA’s initiatives, including
E-tickets, IATA BSP (Billing and Settlement Plan)
and CASS (Cargo Account Settlement System),
which help boost agents’ sales performance, were
introduced in Russia largely through Aeroflot’s
efforts. PJSC Aeroflot’s Chief Executive Officer
Vitaly Saveliev was re-elected to the IATA Board
of Governors.

Aeromar is focused on providing personalised
customer service and continuously enhances its
technology and business processes, as well as
conducts product quality audits across its partner
manufacturers and suppliers. The company has
repeatedly engaged world-class chefs to design
its menus.

~150
Passenger service
enhancements
Aeroflot Group introduced baggage-free fares to enhance its product offering
and maximise customer experience. In April, the Lite fare family was introduced
for certain destinations operated by Aeroflot and Rossiya airlines. Phase 1
of the project revealed high passenger demand, and in June it was rolled out
to the entire medium-haul route network of Aeroflot, Rossiya and Aurora.
In December, the Lite fare family was also introduced for certain long-haul
flights.

PJSC Aeroflot
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Passengers preferring baggage-free fares can still take carry-on baggage on
board and pay a checked baggage fee if needed. The Group’s wide range of
fares enables passengers to choose a product that best matches their specific
needs and significantly improves the accessibility of air travel.

Setting up a hub

Aeroflot embarked on establishing an international
hub in Krasnoyarsk to generate additional transit
traffic on domestic and international routes, in line
with its Development Strategy. In 2019, Aeroflot,
Krasnoyarsk Region authorities and Krasnoyarsk
International Airport signed an agreement to
establish an international hub in Krasnoyarsk.
The Siberian city’s beneficial geographic location
will enable improved air connectivity between
destinations in Russia and abroad.

thousand meals

03
04

>50

million in-flight meals

are delivered on board
Aeroflot aircraft every day

have been prepared in 2019

>50

>210

customer airlines

benefit from Aeromar’s services

~30

special meals

are offered from across
9 world cuisines to meet religious,
age and taste requirements
of passengers and crew

thousand flights

have been served in 2019

Varied and high-quality in-flight catering
has traditionally been Aeroflot’s competitive advantage

PJSC Aeroflot
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Pobeda:
5 years in the sky
Busines-model highlights
and achievements

In December 2019, Pobeda airline
celebrated its 5th anniversary.
On 1 December 2014, the company launched its first flight to Volgograd
from Moscow Vnukovo airport. A few months later, Pobeda carried
its one millionth passenger. During the five years of its operation,
the Russian low-cost carrier has delivered an impressive performance.

10.3
million PAX

7.2

02
03

Low-cost services provide a significant
contribution to improved population mobility
and travel accessibility in Russian regions,
as well as stronger ties between them.

04

million PAX

4.3

20 million passengers
carried since
the first flight

3.1
million PAX

Active expansion of the route network
between Moscow and Russian regions

Pobeda set the world record
in Boeing 737-800
flight hours

Performance improved with
a passenger load factor growing
up to 96.8% in the third quarter

Accelerated growth: the company
received 8 new aircraft,
passenger traffic was up 56.8%

Pobeda has the fastest turnaround
times in Russia

New goals set in line with
Aeroflot Group’s Strategy

A steady and strong growth
rate – a 43.2% passenger traffic
increase – delivered a twofold
growth in customer base over
two years

Single cabin configuration,
high seat capacity

Stimulating
the market
Around 30% of destinations
are unique (not serviced
by other Russian carriers)
12% of Pobeda’s
customers travelled
by land only before LCC
was established

04

Record high
Boeing 737-800
flight hours
Around 16 hours

Service options
Growing revenue from
value-added services

First flights
from Saint Petersburg

First international service
launched: Moscow–Bratislava

High demand
High customer
satisfaction index
and improved brand
recognition

Accelerated growth:
new aircraft delivered

First inter-regional flights launched from
Russian regions to Sochi and Anapa

PJSC Aeroflot

Efficient fleet

Active expansion of domestic and
international route network

million PAX

The first flight
from Moscow to Volgograd

10 million passengers
carried since
the first flight

Passenger load factor
Around 94%

NPS >60%
Low operating costs

Aircraft fleet
Passenger
load factor

02
03

In July, Pobeda carried 1 million
passengers by 30 aircraft within
a month’s period for the first time

million PAX

0.1

pobeda.aero

million PAX

4.6

Online sales
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CASK1 is around RUB 2.2

1. Pobeda airline’s CASK is based on management accounts prepared in accordance
with IFRS 16.
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2019 was the first full year in which
Aeroflot Group’s operations were guided
by the ambitious Strategy 2023 approved
by our Board of Directors in late 2018.
Looking back at 2019, we can confidently
say that Aeroflot once again reaffirmed
its reputation as one of the most efficient
and resilient Russian businesses outside
the commodities sector, and as a service
and technology company that is highly
regarded both at home in Russia and
around the world.

PJSC Aeroflot

In 2019 Aeroflot Group grew traffic by 9%
year-on-year, almost double the global
industry average. Our low-cost carrier,
Pobeda, maintained the strong growth
momentum that it has delivered for
a number of years. Established to make
air travel more affordable for the people
of Russia, our low-coster celebrated
its fifth anniversary in 2019 with a fleet
of 30 aircraft, and carried more than
10 million passengers during the year.
Already one of the largest airlines in
Russia, Pobeda delivered phenomenal
growth of 43.2% in 2019.

Increasing the convenience and
accessibility of air travel for the people of
Russia remains our unwavering priority.
Alongside strong growth of commercial
flights, we continued to offer socially
oriented flat fares, which are vital for those
who live in remote regions. More than
2.3 million people took advantage of flat
fares offered by Aeroflot and its subsidiary,
Rossiya, in 2019.
For our shareholders, who include the
Russian government, the main outcome
of 2019 is that it was a year of undeniable
financial success. Aeroflot Group recorded
a significant increase in net income for the
year, despite significant pressure on the
operating cost side, a challenging external
environment and the considerable
demands of its social obligations. This is
testimony to the efficiency of Aeroflot’s
management team.
Our corporate governance standards
receive consistently high recognition both
from the Russian business community and
from international experts.

The Russian Institute of Directors awarded
Aeroflot a corporate governance rating of
7++, which corresponds to “Advanced
Corporate Management Practices” on the
National Corporate Governance Rating
scale. International credit rating agency
Fitch Ratings raised PJSC Aeroflot’s rating
from “BB-” to “BB” with a Stable Outlook
as part of its annual review process.
Aeroflot remains a global industry leader in
quality of service. We are actively adopting
digital solutions that are important not
just for aviation, but for the Russian
economy as a whole. Major infrastructural
developments at airports have significantly
improved conditions at Aeroflot’s Moscow
hub at Sheremetyevo, both in terms of
operational processes and the service that
we offer to our passengers on the ground.
We are working hard to strengthen
our position in both international and
domestic transit, and also to further
develop inter-regional flights bypassing
Moscow, in line with the Presidential
directive.

In 2020 the aviation industry faces
an unprecedented challenge with
the halting of international flights due
to the COVID-19 pandemic and as
a consequence a sharp fall in passenger
numbers. In response, Aeroflot has
optimised its flight schedules and also
rapidly redeployed part of its fleet to cargo
operations. I am confident that we will
emerge stronger from this global crisis
thanks to Aeroflot’s historical experience
and the best qualities of everyone who
works at the airline – their outstanding
qualifications and sense of purpose in
everything we do.
I hope that you will continue to be part of
the growth story of Aeroflot, an essential
asset for the social and economic
development of Russia and its aviation
sector.
Evgeny Ditrich
Chairman of the Board of Directors
PJSC Aeroflot
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For Aeroflot, 2019 was marked by positive
progress across all the key areas set out
in our Strategy 2023.
Aeroflot Group increased passenger
traffic by 9% to 60.7 million passengers,
strengthening its position as one of
the world’s 20 largest carriers. Of this,
Aeroflot airline accounted for 37.2 million
passengers. The biggest contribution
to the Group’s growth came from our
low-cost carrier, Pobeda. In a real leap
forward, its traffic soared to 10.3 million
passengers, while the passenger load
factor approached 100%.
In 2019, Aeroflot once again secured
the title of the world’s most powerful
airline brand, according to Brand
Finance. Our quality is certified by over
50 prestigious international and national
accolades, as well as high rankings
in various league tables. In particular,
Skytrax confirmed Aeroflot’s 4-Star Airline
Rating, and for the seventh consecutive
year we were named Best Airline in
Eastern Europe at the Skytrax World
Airline Awards, known as the Oscars
of the aviation world. Aeroflot was also
certified with Five Star Global Airline
status for the third time, the highest
available ranking in APEX’s Official Airline
Ratings.

Based on its 2019 performance, Aeroflot
was ranked the world’s most punctual
airline, according to Cirium’s On-Time
Performance Review. According to the
review, 86.68% of Aeroflot’s flights arrived
on time, the best performance among the
world’s largest airlines.
We are the airline of choice for
passengers from around the world.
Aeroflot airline’s net promoter score was
up 1 p. p. to 73% in 2019. Reflecting the
further improvement of our service, this
growth has translated into real monetary
value, and puts us ahead of some major
global competitors. In 2019, preparations
were under way to welcome our new fleet
of wide-body Airbus A350-900 aircraft,
which will support the expansion of our
long-haul route network and offer our
passengers a whole new level of comfort.
Deliveries of Russian-built Superjet 100
(SSJ100) aircraft also continued.
An important area of focus for
management was preparing for the
launch of the new international hub
in Krasnoyarsk. The city’s convenient
geographic location enables us to offer
passengers direct flights to cities in the
Urals, Siberia and the south of Russia,
as well as international destinations.
Sheremetyevo, our main hub, also
continued to develop its infrastructure.

The opening of a third runway increased
the airport’s capacity, while terminal
infrastructure saw a change in gear too:
in addition to the modern Terminal B,
where we have centralised our domestic
flights, the airport finished construction of
Terminal C. A number of our international
flights started moving to the new terminal
from early 2020.
Our efforts in driving business
performance, cutting costs and fasttracking innovation led to tangible
results. Aeroflot Group recorded
RUB 13.5 billion of IFRS net income in
2019. The Company continues to focus
on developing digital technology while
remaining a global industry leader in terms
of execution. A hallmark project of the
year was the Tax Monitoring Data Mart.
This enables real-time monitoring for the
tax authorities while driving business
efficiency for the Company. By leveraging
Big Data, we are seeing a lot of benefits
for business process improvement and
service development.
A key priority for Aeroflot Group is safety
at every stage of air travel. We are
extending our full cooperation to the
investigation of the tragic accident that
occurred on 5 May 2019. As ever, Aeroflot
is committed to setting the highest
standards of safety in aviation.

Both Aeroflot and the global aviation
industry as a whole are facing a new
external challenge in 2020. The COVID-19
pandemic has had a devastating effect
on the global travel industry, leading
to the suspension of international air travel
and also having an effect on domestic
air services. However, Aeroflot Group
has significant potential and has
demonstrated its resilience in times
of crisis more than once. Our key task
today is to preserve our unique workforce
and maintain full operational readiness
for the resumption of flights.
For almost a century, Aeroflot has
consistently and successfully contributed
to the development of Russia. It is
particularly relevant to remember
this as we mark the 75th anniversary
of the country’s victory in the Second
World War, which is also an integral part
of Aeroflot’s history. Our efforts today
are focused on the objectives set by
President Putin to accelerate economic
growth and improve quality of life for
the people of Russia. Aviation has
an important role to play in making this
happen by making travel accessibility
and supporting social mobility. In this way,
we are continuing to make an important
contribution to the nation’s economic
development.

PJSC Aeroflot

Vitaly Saveliev
Chief Executive Officer
PJSC Aeroflot
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Scheduled passenger traffic grew by 3.7% to 4.5 billion people.
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According to IATA’s estimates, global passenger
turnover was up 4.2% year-on-year in 2019.
Scheduled passenger traffic grew by 3.7% to
4.5 billion people.
Passenger turnover growth slowed down compared to
2018. Industry development was affected by slowing
economic growth, weaker global trade activity amid
trade wars, and geopolitical tensions in a number of
regions. Another significant negative factor was the
Boeing 737 MAX grounding.
Asia Pacific and European airlines were the main driver
of its growth.
Global capacity expanded by 3.5%, slower than
demand. As a result, passenger load factor rose to
a record high of 82.4%.
According to CAPA (Centre for Aviation) estimates, the
percentage of global LCC capacity measured in seats
rose to 32.9% in 2019, up 0.4 p. p. year-on-year.
Europe has the largest share of LCC seats, at 41.7%
of total passengers carried by the region’s airlines. It is
followed by Latin America with 39.6%, North America
with 30.4% and Asia Pacific with 29.7%.
Consolidation and further optimisation processes
continued in the global airline industry. A total of
23 carriers went out of business in 2019.

+4.2%
Global passenger turnover continued
to grow, although at a slower pace ...

+4.9%
... with Asia Pacific airlines
leading the regional growth ...

+7.4%
… the fastest-growing national markets –
Russia

+7.8
and China.

%

+3.5%
Capacity expanded slower
than demand ...

82.4%

PJSC Aeroflot

... resulting in a record-high global
passenger load factor ...

Overall industry’s revenue was
USD 838 billion according to IATA’s
estimates, up 3.2% year-on-year.
Passenger flights accounted for the bulk of
the industry’s revenue, their share standing
at 67.6%.
The industry’s operating expenses climbed
3.8% year-on-year to USD 796 billion,
driven by higher traffic and slower growth
of fuel costs. The fuel costs were 23.7%
of the total industry’s operating expenses
(vs 23.5% in 2018).
Average global jet fuel price in USD per
barrel was down 10.6% in 2019, however
the EBIT margin continued to decline
to 5.1% (vs 5.7% in 2018). Profitability
levels still vary by region, with the highest
level of 9.6% in North America, 4.7% in
Europe, 3.5% in Asia Pacific, 3.6% in Latin
America and 1.0% in Africa.
The 2019 global airline industry’s net profit
was estimated by IATA at USD 25.9 billion,
down 5.1% year-on-year. North America
contributed more than half of the global net
profit, while in Latin America, Africa and the
Middle East the airline industry was lossmaking in 2019.

Global scheduled passenger traffic

Global passenger load factor

4.5

82.4

billion PAX

%

2019

4.5

2018

... led by European carriers.

82.4
0.5 p. p.

4.4

2018

81.9

7.0%

2017

4.1

2016

2017

81.5

3.8

2016

80.4
(0.1) p. p.

3.6

2015

80.5

7.2%

0.7 p. p.

Growth rate

Passenger load factor

Source: IATA.

Source: IATA.

Global revenue

Global EBIT margin

USD

838

04

1.1 p. p.

7.0%

2015

03

0.4 p. p.

7.3%

Change

5.1

billion

%

2019

838

2019

5.1

812

2018

5.7

755

2017

7.5

709

2016

8.5

721

2015

8.6

3.2%

2018
7.6%

2017
6.5%

2016
(1.6)%

2015

85.2%

2019

3.7%

Passenger numbers
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Global airline industry

(6.1)%

Revenue
Source: IATA.

Growth rate
Source: IATA.
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Russian airline industry

Global net profit in 2019 by region, %

North America

North America

9.6
Europe

16.9
Europe

4.7
Latin America

6.2
Asia Pacific

3.6
Asia Pacific

4.9
Africa

(0.2)

3.5
03

Africa
04

Latin America

(0.4)

1.0
Middle East

Middle East

(5.2)
Source: IATA.

Source: IATA.

Jet fuel and crude oil prices

77.0/65.0

(1.5)

The total size of the Russian market,
including air transportation by foreign
carriers to and from Russian airports,
totalled 147.2 million passengers,
up 7.5% year-on-year.
Russian airlines carried 128.1 million
passengers, up 10.3% year-on-year, with
their total passenger turnover up 12.6%
to 323.0 billion RPK. Passenger load
factor remained broadly flat at 83.9%
(up 0.1 p. p. year-on-year).
The Russian market growth in 2019
was driven by development of low-cost
products and initiatives by legacy carriers,
such as non-refundable and baggagefree fares, no in-flight catering, paid
seat selection, etc. Besides, continued
digitalisation and simplification of the
interface between passengers and airlines
promote social mobility.

Global net profit
USD per barrel

USD

25.9

billion

2019

77.0
65.0

2019

25.9

2018

86.1
71.6

2018

27.3

2017

66.7
54.9

2017

37.6

2016

52.1
44.6

2016

34.2

2015

66.7
53.9

2015

36.0

The suspension of Boeing 737 MAX
deliveries gave Russian carriers an
opportunity to balance their excess
capacity and hold back its growth in the
second half of 2019.
In 2019, airlines carried 73.1 million
passengers on domestic flights, which
was 49.6% of the total passenger traffic.
Average passenger load factor was 82.6%,
down 0.2 p. p. year-on-year.

A key growth driver in the domestic flights
segment is the market stimulation effect
from Pobeda low-cost carrier, as well as
government-sponsored regional flights.
The international flights segment continued
to demonstrate accelerated growth.
Russian airlines carried 55.1 million
passengers on international routes in
2019, up 16.3% year-on-year. Average
passenger load factor for Russian airlines
on international routes was 84.9%,
up 0.3 p. p. year-on-year.

Passenger traffic in Russia
(including foreign carriers)

Passenger traffic in Russia
(excluding foreign carriers)

147.2

128.1

PJSC Aeroflot

Source: IATA.

74.1

2019

73.1

147.2

7.5%
68.8

68.1

2018

137.0

02

million PAX

55.1

2019

73.1

47.4

2018

2017

61.1

62.6

123.7

116.2

10.6%

2017

42.5

62.6

20.3%

2016

46.4

56.4

102.8

Higher international traffic was driven by
demand stimulation and increased air
travel accessibility as a result of active new
capacity expansion by the main players
in the first half of the year, as well as
international transfer development.
Foreign carrier traffic was down 8.2% yearon-year in 2019, mainly due to flight
schedule adjustments after higher
capacities had been allocated for the
Russia-hosted 2018 World Cup, as well
as competition from Russian airlines which
had increased their capacities while having
a lower cost base.
Including foreign airlines, 74.1 million
passengers were carried on international
routes in 2019, up 8.8% year-on-year.

2015

52.6

107.2

2016

32.2

56.4

88.6

Domestic
flights

Growth rate

2015

52.6

International
flights

Domestic
flights

Growth rate

Passenger turnover in Russia
(excluding foreign carriers)

Available seat-kilometres in Russia
(excluding foreign carriers)

323.0

385.0

187.6

2018

billion ASK

135.4

323.0

12.6%
126.1

160.9

286.9

220.9

2019
2018

144.8

114.6

259.4

2017

385.0

12.4%
152.3

190.1

10.6%

2017

163.9

170.0

342.4

9.8%
142.0

20.3%

2016

111.5

127.6

104.1

99.2

215.6

2016

134.8

131.0

(5.0)%

226.8

Brent
International
flights

Domestic
flights

Source: Federal Air Transport Agency.

Growth rate

311.8

17.3%

2015

155.2

129.6

(6.0)%
Source: IATA.

92.1

Source: Federal Air Transport Agency.

2019

04

(1.2)%

Sources: Transport Clearing House, Federal Air Transport
Agency.

billion RPK
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(3.8)%
39.5

(4.1)%
International
flights

105.1
18.6%

(4.1)%
54.7

128.1

10.3%
68.8

10.7%

2015
Jet fuel

million PAX
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Global EBIT margin in 2019 by region, %

265.8
(6.6)%

284.6
(5.9)%

International
flights

Domestic
flights

Source: Federal Air Transport Agency.

Growth rate
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Air cargo market
Passenger load factor in Russia
(excluding foreign carriers)

84.9

7.5

%

Aeroflot Group’s 2019 market share
amounted to 41.3% of the Russian market
measured by passenger traffic (vs 40.7% in
2018). Aeroflot Group’s 2019 “net” market1
share was 39.0%.

79.7

81.1

83.2
85.2

82.7

83.8

83.9

9.9
11.6

84.9

84.6

147.2

8.2

5.9

12.5

2018

2019

Q1

Total

17.9

9.6

(13.2)

(14.0)

Q2

Q3

UTair Group

8.1

Q4

2015

International
flights

01
02

8.1
1,248.9

15.2 8.1

(1.9)%
980.0 292.6

15.2
1.9
4.6
1.9

1,272.6

4.4%
931.2 288.1

44.8
44.8

4.6

1,219.4

03

25.4

16.0%
779.4 271.6

04

25.4

1,051.1

(7.4)%
877.0 257.9

1,134.9

Domestic
flights

Growth rate

Volga-Dnepr Group

UTair Group

Aeroflot
Group
Volga-Dnepr
Group
S7
Group
Aeroflot Group

Other
Russian carriers
UTair Group
Foreign
carrierscarriers
Other Russian

S7 Group

Foreign carriers

5.5
Red Wings

Year-on-year change.

Sources: Transport Clearing House, Federal Air Transport
Agency.

Sources: Transport Clearing House, Federal Air Transport
Agency.

According to IATA, the global air cargo
market totalled 61.2 million tonnes in
2019, up 3.3% year-on-year. The industry’s
cargo revenue was down 8.1% to
USD 102.3 billion.

International cargo traffic was down 5.1%
to 836.9 thousand tonnes. This segment
accounts for about 72.9% of the total
Russian air cargo market. Domestic cargo
traffic was up 5.5%.

The share of Russian airlines in the
global air cargo market was about
1.8%. Russian airlines carried about
1.1 million tonnes of cargo in 2019,
down 2.4% year-on-year. Russian carriers’
cargo turnover was 7.4 billion tonnekilometres, down 5.4% year-on-year.

Aeroflot Group ranked second in this
market with a 25.4% share (vs 23.9% in
2018). The four largest players account
for 76.7% of the total cargo traffic in the
Russian market.

3.1

Sources: Transport Clearing House, Federal Air Transport
Agency.

Royal Flight

2.3

Smartavia (Nordavia)

79.6%

2.2

Top 10

Pegas Fly (Ikar Airlines)

2.0
Other Russian carriers

10.9
“Net” market1

Foreign carriers

2015

2016

2017

2018

2019

2015

2016

2017

2018

2019

International flights

29.3

39.4

36.9

36.3

36.6

24.1

33.9

31.7

31.2

31.5

Domestic flights

44.6

44.6

44.1

45.0

46.0

44.6

44.6

44.1

45.0

46.0

Total

36.8

42.3

40.5

40.7

41.3

34.5

40.0

38.2

38.4

39.0

1. “Net” market means passenger traffic including foreign carriers, but excluding transfer passengers on international flights connecting in Russian airports, as these passengers are not
relevant for the Russian O&D market.

7.4% 13.0%

Aeroflot Group’s market share evolution
(by passenger traffic, including foreign carriers), %
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310.3

1.2%

Nordwind

Russian market (including foreign carriers)

Total passenger traffic

2016

938.6

5.8

2019

Russian carriers

*

2017

Russian air cargo market
by volume in 2019, %

thousand tonnes

AZUR air

Foreign carriers

Source: Federal Air Transport Agency.

2018

S7 Group

65.5%

Domestic
flights

60.7

Top 4

International
flights

2017

2019

Ural Airlines

(8.2)

76.6

1,248.9

million PAX

Aeroflot Group

(1.7)

79.5

2016

10.3

4.3

82.6

80.7

2015

7.5

9.9
7.3

82.8

Aeroflot Group’s closest competitors are
S7 Group (12.2%), Ural Airlines (6.5%)
and UTair Group (5.5%). The market share
of other Russian airlines was 21.6%.
The market share of foreign carriers went
down to 13.0% (vs 15.2% in 2018) due to
the factors discussed above.

6.9

Russian air cargo market volume
(including foreign carriers)

Russian airline industry players by total
passenger traffic in 2019

%

82.2

03
04

Passenger traffic growth* in 2019:
Russian vs foreign carriers
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Four largest players accounted for
65.5% of the total passenger traffic in the
Russian market in 2019. The structure of
the market remained virtually unchanged
year-on-year.

19.1
Sources: Transport Clearing House, Federal Air Transport
Agency.
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We work to ensure that our customers can quickly
and comfortably travel great distances, and thus
be mobile, meet more often, work successfully and see
the world in all its diversity.

We give our customers a choice through
an extensive route network and different
carriers operating within Aeroflot Group,
from low-cost to premium class airlines.

Aeroflot Group’s new Strategy 2023
was approved by the Board of
Directors of PJSC Aeroflot in
2018, as the key goals of the
previous strategy, Aeroflot Group’s
Strategy 2025, had been achieved
ahead of schedule. The Strategy aims
to further strengthen Aeroflot Group’s
position in the global air transportation
market and to improve mobility and
accessibility of the Russian regions.

03

The Strategy outlines the key growth
areas for the Group, its operational
and financial performance targets.

04

In line with the Strategy and pursuant
to the directives of the Russian
Government, Aeroflot Group has
developed and updates annually its
Long-Term Development Programme,
which covers management-related
activities, goals and KPIs.
The Group’s consolidated IFRS
budget and KPIs for the budget year
are developed in line with the targets
set forth in the Strategy and in line
with the Long-Term Development
Programme.

Aeroflot Group’s 2019 performance,
including passenger traffic and transfer
traffic, is in line with the Strategy.
As part of regional traffic and transfer
development, active preparation for
the launch of a new international hub
in Krasnoyarsk was under way in
2019. PJSC Aeroflot is also making
good progress with business process
digitilasation.
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Aeroflot Group’s strategic goal
is to strengthen leadership in the global airline industry by seizing opportunities
in the Russian and international air transportation markets.

Digitalisation

Key development areas
and goals

Aircraft
fleet

Regional
bases

Passenger
traffic

PJSC Aeroflot

PJSC Aeroflot

International
transfer
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Key development areas and goals
of Aeroflot Group
Passenger traffic

International
transfer

Aircraft
fleet

Digitalisation

Launch an international hub
in Krasnoyarsk

The Group intends to operate

Deliver a leading-edge level
of digitalisation
across the Group
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90 –100

03

10–15

million
passengers carry in 2023

04

Aeroflot airline, a premium
carrier, will continue to grow,
focusing on the transfer market
and international operations.

Rossiya airline will continue
to expand its regional flights
and offer flat fares on socially
important routes.

Pobeda airline is a key growth
driver because of its market
stimulation effect. The company
leverages its strong operational
efficiency to offer the lowest
fares.

52

25–30

million

10–15

million

million

3

million

2023

52

2023

25–30

2023

10–15

2023

3

2019

37.2

2019

10.3

2019

11.6

2019

1.7

2018

35.8

2018

7.2

2018

11.1

2018

1.6

Progress in 2019

million

and three new regional bases
in Sochi, Yekaterinburg and
Novosibirsk

International transfer
development is based on
Aeroflot’s competitive
advantages: shorter flight
time between Europe and
Asia (up to three hours vs
competitors) while offering
excellent customer experience
at the lower end of the unit
cost curve.

Increase regional traffic to
19 million passengers in 2023.

The Group will have to operate
a total of approximately
520 aircraft to achieve its
target passenger traffic by
2023.

Aeroflot will retain its focus on
the extensive integration
of cutting-edge digital
technology, including artificial
intelligence.

An agreement was signed in 2019
to create an Aeroflot Group hub in
Krasnoyarsk, which will become the
Group’s second base airport.

Aeroflot Group operated 49 SSJ100
aircraft as at the end of 2019.
Implementation of the agreement for
the delivery of further 100 SSJ100
aircraft began in December 2019.

Active implementation of IT projects was
ongoing throughout 2019.

+9.0

+13.0

from 55.7 million passengers in 2018
to 60.7 million passengers in 2019

from 4.8 million passengers in 2018
to 5.5 million passengers in 2019

%

200

passengers – international
transfer traffic in 2023

Rusian built aircraft

03
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(SSJ100 and MC-21) by 2026

Aurora airline, the Group’s
carrier in the Russian Far East,
will increase its volumes.

Passenger traffic targets by airline, million PAX

PJSC Aeroflot

01
02

STRATEGIC REPORT

02

Regional
bases

%

For more details see page Information
Technology and Innovation section.
According to the consulting company
Bain & Company, for several years
Aeroflot has been fourth among the
digitalization leaders in the global
aviation market.

PJSC Aeroflot
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Aeroflot Group key initiatives
and work streams
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Develop Aeroflot Group’s route network
through entering new markets and
increasing frequencies on opearated routes

4

Continuously upgrade the fleet

4

Develop Aeroflot Group’s operating capacity

4

Improve employee performance and labour
productivity

03
04

4

Support innovative development
of Aeroflot Group

4

Increase anciallry revenue via development
of exeisting and introduction of new services
to passengers

4

4

Contirbute to regional development across
Russia via expanding scheduled interregional passenger route network
Drive digitalisation of Aeroflot Group
companies

Development segments

PJSC Aeroflot

4

Develop the premium passenger segment
through improving customer experience
and flight schedule and expanding the route
network

4

Develop the low-cost segment

4

Promote transfer traffic, including
international transfer traffic

4

Support government-sponsored national
and regional passenger service programmes

01
02
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Key development areas

Sheremetyevo airport achived significant progress
in infrastructure development during the year:
a third runway was opened and construction of
the new Terminal C was completed. The modern
airfield and terminal infrastructure at Sheremetyevo
creates long-term development opportunities
for Aeroflot Group.

03
04

Terminal C highlights
The launch of a third runway

New Terminal C construction

In September 2019, a third runway was
commissioned at Sheremetyevo airport.
Thanks to the new independent runway (Runway 3),
Sheremetyevo significantly increased its aircraft
movement capacity and became the first airport in
Russia with three runways. Runway-3 enables higher
traffic from Aeroflot’s hub and better operability of
airfield infrastructure during scheduledreconstruction
of Runway-1 in 2020 with no disruption to operations.
The Runway-3 complex at Sheremetyevo airport
has modern high-performance utility and surface
wastewater treatment facilities compliant with
regulatory requirements and environmental
standards.

Construction of Sheremetyevo airport’s new Terminal C
was completed in 2019, whereas its design started
back in 2017, and commercial operation was launched
in January 2020. Terminal C, which has been built and
equipped in accordance with the highest international
standards, forms part of the Northern Terminal Complex
(terminals B and C) and will service international flights.
The terminal’s capacity is 20 million passengers per
year.
Terminal С forms a single space with Terminal B
(operating domestic flights), enabling passengers to use
the services and technical capabilities offered by both
terminals, while allowing transfer passengers to move
quickly between the terminals through the transit area.
The state-of-the-arts terminal will increase the airport’s
capacity and contribute to greater passenger comfort.

84

Check-in desks

62 – public departure area,
4 – customs area (the red channel),
18 – transfer area

132

Passport control booths

60 – departure area*, 60 – arrival area*,
4 – transfer area, 8 – for crew only

20
78
*

Boarding bridges

Digital media screens

Plus 10 automated booths to be added.

PJSC Aeroflot

01

Aeroflot’s hub
in Moscow Sheremetyevo airport:
infrastructure upgrade
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Key programmes supporting the Development Strategy

Risks for Strategy
The key potential risks that may affect the Group’s Strategy are
risks related to changes in the external business environment, risks
arising from infrastructure constraints and macroeconomic risks.
Aeroflot Group’s Strategy includes actions to mitigate these key risks.

03
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Aeroflot Group’s Strategy and key risks

Efficient hub at Sheremetyevo airport
(measured by frequency and connectivity)
to promote international transfer traffic

Availability of different-capacity aircraft
in the fleet and a reasonable balance between
fleet diversification and standardisation
to maximise operational flexibility

Planning, management and control of
the aircraft fleet, route network, product
segmentation for each Group company as
part of the multi-brand platform to ensure
efficient presence in all market segments

The Investment Programme for 2020
was approved by PJSC Aeroflot’s Board
of Directors on 28 November 2019
(Minutes No. 6). It is designed to address
long-term strategic objectives, ensure
and improve the operations of business
units, and continues the Company’s
fast-paced investment development.
The 2020 Investment Programme both
builds on the established investment
agenda such as property, plant and
equipment, capital construction,
and software, and introduces new
development projects designed to:

Aeroflot Group’s Innovative
Development Programme 2025 was
developed in line with the regulatory
guidelines of federal executive authorities
and adopted by PJSC Aeroflot’s Board
of Directors on 25 August 2016.
The Programme was updated in 2019.
It covers the main innovation focus
areas and activities at Aeroflot Group,
including Aeroflot airline and its Rossiya
and Aurora subsidiaries. The Programme
contains key mid and long-term
innovation KPIs to 2025.

4 ensure maintenance operations
4 upgrade of the aircraft
4 develop the IT infrastructure

4 provide software solutions

PJSC Aeroflot

Aeroflot airline and Pobeda airline
development in the most relevant
market segments

RISKS ARISING FROM
INFRASTRUCTURE
CONSTRAINTS

Monitoring the progress of infrastructure
development and new facilities
construction at Sheremetyevo airport

MACROECONOMIC
RISKS

Diversification of revenue streams
by currency and geography

Key cost cutting initiatives:
4 Reducing selling, general and
administrative expenses

4 Focused efforts to develop ancillary
revenue streams and launch new
services enhancing customer experience

4 ensure high-quality passenger
experience

RISKS OF CHANGES
IN THE EXTERNAL
BUSINESS ENVIRONMENT

04

4 Negotiating discounts and special terms
with service providers

4 construct new facilities

4 provide other types of investment in
property, plant and equipment.

03

4 Maintaining a prudent approach to
marketing budget spend

4 develop the training platform

4 invest in R&D projects under the
Innovative Development Programme

Cost cutting initiatives for 2019
The special cost optimisation and
performance improvement task force
continued its operation in 2019.
The task force developed performance
improvement measures that helped us
almost double our financial performance
in 2019 year-on-year, even though jet fuel
prices in Russian Rubles had grown
significantly in 2018 and remained high
throughout 2019.

02
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For more details on Aeroflot Group’s Innovative
Development Programme see the Information
Technology and Innovation section.

4 Fare system development, including
introduction of the new baggage-free
fares

PJSC Aeroflot
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Multi-brand platform

Rossiya airline transformation

Rossiya has come a long way since
2016, when it was created on the base
of three regional companies, Rossiya,
Donavia and Orenair. The reorganised
company had three key segments:
scheduled regional flights from
Saint Petersburg, scheduled flights from
Moscow Vnukovo airport and charter
flights in partnership with Biblio Globus
tour operator.

01
02
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Aeroflot Group’s strategic approach is based on a multi-brand offering
which helps maximise the coverage of all the key attractive market
segments. Each of the Group’s airlines targets a dedicated market
segment, thereby minimising intra-Group competition.

In the fourth quarter of 2018 Rossiya’s
scheduled flights operated from
Moscow were moved from Vnukovo to
Sheremetyevo airport. Thus, its flights
from Moscow were integrated with
Aeroflot airline’s network, improving flight
connectivity between these companies.
This change was particularly efficient for
long-haul flights of Rossiya.

In 2019, Aeroflot Group made
a decision to reduce flights by narrowbody aircraft from the fourth quarter
of 2019 in preparation for intra-group
redeployment of its Boeing 737-800 fleet.
As a result of the changes made in
2018–2019, Rossiya emerged with a very
streamlined value proposition: flights from
Saint Petersburg, long-haul flights from
Moscow Sheremetyevo airport (mostly
flat fares) and charter flights.

01
02
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Aeroflot airline

Rossiya airline

Pobeda airline

Aurora airline

focuses on addressing the
needs of the premium passenger
segment by offering best-in-class
services, a high frequency route
network with extensive flight
geography, access to the route
network of partners from the
SkyTeam Alliance, a convenient
flight schedule and convenient
connecting flights for transfer
passengers, and a young aircraft
fleet.

has three focal areas: scheduled
flights from Saint Petersburg,
scheduled flights from Moscow
(mostly social flights with flat
fares in economy cabin) and
charter flights for tour operators.
Rossiya’s scheduled flights
operation is under Aeroflot’s
commercial management, which
means that tickets are sold via
the same website and that the
two airlines use code sharing,
thus ensuring connectivity
between their networks.

targets the low-cost segment for
both domestic and international
destinations. Domestic flights
make up the bulk of the airline’s
route network, building stronger
ties between Russian regions.

focuses on local, regional and
inter-regional flights in the
Far Eastern Federal District,
connecting large cities in the
Russian Far East and offering
flights between regional capitals
and remote destinations.

Before 2016
Fragmented organisational
structure and product

2016
Merger of regional companies

2019
Structured segmentation
and offer for passenger

4 Based in Pulkovo
(Saint Petersburg),
Vnukovo (Moscow),
Domodedovo (Moscow),
regional airports

4 Saint Petersburg:
scheduled regional product

4 Saint Petersburg:
scheduled regional product

4 Positioning in the mid-price
segment

4 Moscow (Vnukovo): scheduled
long-haul and medium-haul
domestic and international flights
in the mid-price segment, no
connectivity with Aeroflot’s network

4 Moscow (Sheremetyevo) –
base for wide-body aircraft:
– flights to the Russian Far East

4 Regional flights

4 Charter flights

4 Charter flights

4 Charter flights

(flat fare programme)

– select international destinations

2018
Scheduled flights moved
from Vnukovo to Sheremetyevo
to leverage revenue synergy

PJSC Aeroflot

PJSC Aeroflot
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Aeroflot Group’s multi-brand platform
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Positioning

Premium product

Regional, social
and charter products

Low-cost product

STRATEGIC REPORT
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Regional product
for the Russian Far East
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Type of flights

Scheduled flights

Scheduled and charter flights

Scheduled flights

Scheduled flights

Business model

4 Hub model

4 Flights from Saint Petersburg and
Moscow (connectivity with Aeroflot’s
network)

4 Point-to-point flights
4 Flights between Russia’s regions

4 Passenger flights in the Russian
Far East

4 High passenger load factor and fleet
utilisation

4 Local flights to remote destinations
within the region

4 Economy class only

4 Economy and business class

4 High frequency of flights
4 Best-in-class service

4 Flat fares for flights to the Russian Far
East

4 Economy and business class

4 Charter flights in partnership with
a tour operator

Flight range

Aircraft fleet

Target customer group

PJSC Aeroflot

Base airport

4 Short-haul flights

4 Short-haul flights

4 Short-haul flights

4 Short-haul flights

4 Medium-haul flights

4 Medium-haul flights

4 Medium-haul flights

4 Medium-haul flights

4 Long-haul flights

4 Long-haul flights

4 Narrow-body aircraft

4 Narrow-body aircraft

4 Narrow-body aircraft

4 Wide-body aircraft

4 Wide-body aircraft

4 Narrow-body aircraft, including
regional turboprops

4 Business

4 Visiting friends and relatives

4 Leisure

4 Visiting friends and relatives

4 Visiting friends and relatives

4 Leisure

4 Visiting friends and relatives

4 Business

4 Leisure

4 Business

4 Moscow (Sheremetyevo)

4 Moscow (Sheremetyevo, Vnukovo)

4 Moscow (Vnukovo)

4 Vladivostok

4 Saint Petersburg (Pulkovo)

4 Airports in Russia’s regions

4 Khabarovsk
4 Yuzhno-Sakhalinsk

Share of international
passengers in the airline’s
traffic

52%

43%

23%

27%

PJSC Aeroflot

4 Economy and business class

Our goal

Business Model

Our mission
We work to ensure thet our customers can quickly
and comfortably travel great distances, and thus
be mobile, meet more often, work successfully
and see the world in all its diversity

Strenghten our leadership in the airline
industry globally by seizing opportunities
in the Russian and international air
transportation markets

01

STRATEGIC REPORT

02

01

EXTERNAL
FACTORS

1

2

Russian and global
economy development

3

Commodity market:
crude oil

Financial
Aircraft leasing

RO

03

U

S
TE

AN

D

GH
FLI

AIR

CR

AF

T

Industry and cross-industry
competition

677.9

LE

AS

RUB
billion
Revenue

E

Industry regulation

168.9

RUB
billion
EBITDA

Contridution to the sosiety

2.9

RUB
billion
Dividends

Contridution to the country’s
economic growth and
development

02

03

A
D

5.5%

M
AI

Growth of average
fleet size

NT

on domestic routes

EN

Aeromar, A-Technics,
Aviation School, training
platform, medical centre,
airport hotel

6

N

AN

MACRO LEVEL

14.7

Average weekly
frequency
+4.7%

Creating a reliable transportation
infrastructure

04

CE

Managing the company

Intellectual
IT system and patents

Human
41.3 thousand employees

60.7

190.9
billion ASK

MIDDLE LEVEL
Flight operations

million passengers

MICRO LEVEL

PJSC Aeroflot

Oil refineries and fuel suppliers

O

PE

NI

TR

AI

thousand flights

In the Top 20 of global airline groups

THIRD-PARTY
RESOURCES

NG

187.0

Leader in the Russian air transportation market

Member of IATA and other industry associations

training programme attendees

Providing equal oppotunities
and working conditions, support
of employee development

Leaner resource
consumption

Support of sustainable consumption
and lower environmental footprint

supported by modern, fuel-efficient fleet

Product andoffrering
diversification

Social and reputational

Member of the SkyTeam Alliance

36.0 thousand

Available seat-kilometres

RE

Fuel, power, water

Driving innovation and cutting-edge
technology in transportation

Website upgrade, value-added
services sale features

U
VEN

Natural

Digitalisation

on international routes
RA
TI

Banks and lessors

ON

SM
AN
A

EM

GEM

P

LO

YE

E

Premium product
Regional product
Low-cost product
Charter product
International routes
Domestic routes
Direct passengers
Transfer passengers

Strong brands

Contribution
to ease of travel
across regions

Support of economic development
of regions and reducing inequality

Flights

to 60

PJSC Aeroflot

D SALES MANAGEM
E AN
EN

T

Rights, designations,
slots at airports

Financial market: interest rates
and exchange rate

thousand flights

Other assets:

5

2019 performance

TS

259.0

Operational
Fleet: 359 aircraft
(98% leased)

4

Global and local trends
of the air transportation market

Capital

Equity
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Russian cities from Moscow
in the Group’s route network

ENT

Airports, infrastructure and ground
handling and maintenance providers

MRO providers

Research and educational institutions

Service providers
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Long-Term Development Programme and KPIs
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Aeroflot Group’s Long-Term Development
Programme (the LDP) was designed
in accordance with Instruction of the
President of the Russian Federation
No. Pr-3086 dated 27 December 2013,
and approved by PJSC Aeroflot’s
Board of Directors on 2 December
2014 (Minutes No. 8). PJSC Aeroflot’s
Board of Directors in its resolution dated
13 December 2018 (Minutes No. 10) gave
a general approval to the main provisions
of Aeroflot Group’s LDP for 2019–2023,
updated to reflect Aeroflot Group’s new
Development Strategy 2023. This involved
a review of the Programme’s activities.
PJSC Aeroflot’s Board of Directors in its
resolution dated 8 May 2019 (Minutes
No. 18) approved Aeroflot Group’s
LDP for 2019–2023 updated to reflect
key parameters of LLC Pobeda Airlines’
Development Strategy, Aeroflot Group’s
KPI targets for 2019–2023, as well as
parameters incentivising the use of
Russian aircraft and the development of
domestic traffic, new regional bases and
the international hub.

PJSC Aeroflot

The LDP’s key goals are to ensure
the Group’s long-term sustainable
development, strengthen its competitive
position, create and develop a competitive
edge, and improve performance and
financial stability.
The LDP’s key objectives are:
4 Develop a list of Programme activities
that support the achievement of the
Group’s strategic development goals

KPI system
4 Identify areas and initiatives to improve
the Group’s competitive edge and
performance
4 Analyse risks to, and opportunities
for, achieving the strategic goals and
implementing the LDP activities.
The LDP details strategic areas for the
Group’s development and includes a list
of key initiatives and Programme activities
aimed at implementation of the Strategy in
the medium term. The LDP complements
and expands the key strategic initiatives
set out in Aeroflot Group’s Development
Strategy 2023.
Key activities to support the LDP
implementation in 2019:
4 Develop within Aeroflot Group’s multibrand platform
4 Expand the route network and aircraft
fleet
4 Enhance operating capacity
4 Implement Aeroflot Group’s Innovative
Development Programme
4 Implement the investment programme
4 Ensure an adequate talent pipeline
4 Increase labour productivity.
In 2019, the LDP was updated in
respect of Aeroflot Group’s investment
programme, the multi-brand platform,
corporate governance and risk
management system. There were
updates to the targets on route network
development, Aeroflot Group’s fleet
and operating capacity, and flat fare
flights between Moscow and Far
Eastern Federal District destinations.

The labour productivity measures and
PJSC Aeroflot’s talent pipeline were also
reviewed. There were also updates to
Aeroflot Group’s procurement optimisation
plan, the Group’s energy efficiency and
reducing environmental footprint plan, as
well as supplies from small and mediumsized businesses plan.
According to the “Letter on the findings
of the audit of Aeroflot Group’s LongTerm Development Programme and
KPI performance” (No. 4735/20 dated
10 April 2020) by the independent auditor,
LLC PANACEA Research and Audit
Centre:
4 The audit of Aeroflot Group’s progress
against its LDP in 2019 supports
the opinion that KPI actuals are fair,
KPI targets have been achieved,
programme activities have been
undertaken as reported, and budgeted
funds have been put to intended and
efficient use
4 The information on 2019 KPI actuals
for PJSC Aeroflot and its subsidiaries,
and on the degree to which KPI targets
have been met is fair in all material
aspects, and calculations have been
made in accordance with the criteria
established by PJSC Aeroflot’s internal
documents and Aeroflot Group’s LDP
approved by PJSC Aeroflot’s Board of
Directors on 8 May 2019
4 Target levels of key KPIs have been
achieved.

The list, weights and targets of KPIs for
PJSC Aeroflot’s CEO for 2019, which
reflect the corporate KPI system, were
approved by the Board of Directors
of PJSC Aeroflot on 7 February 2019
(Minutes No. 12).
From 2015 onward, the CEO’s KPI list
(including weights and targets) is fully
aligned with the KPIs of our Long-Term
Development Programme and extends
to all members of PJSC Aeroflot’s
Management Board to provide incentives
for the management to pursue Groupwide corporate objectives. The list
now also includes individual KPIs for
Deputy CEOs and other members of
the Management Board. The KPIs for
other employees of PJSC Aeroflot were
approved by the CEO’s Order No. 266
dated 22 July 2019 (as amended by the
CEO’s Order No. 376 dated 17 October
2019).
Pursuant to the Russian Government
directives, PJSC Aeroflot’s KPI system
embraces financial, economic and
industry-specific indicators, including:
4 Overall Productivity KPI (for
Aeroflot Group) – in line with Russian
Government Directive No. 6362p-P13
dated 24 October 2013

01

4 Share of Supplies from Small
and Medium-Sized Businesses,
Efficient Energy Use, and Reducing
Environmental Footprint KPIs were
incorporated into PJSC Aeroflot’s
KPI system and KPI lists for relevant
department heads – in line with
Russian Government Directive
No. 6362p-P13 dated 24 October
2013
4 Integrated Innovation Key Performance
Indicator (IIKPI) (for Aeroflot Group) – in
line with Letter of the Deputy Russian
Minister of Economic Development
No. 3142-OF/D06 dated 24 February
2012 and Russian Government
Directive No. 1472p-P13 dated
3 March 2016
4 Investment Programme Efficiency
KPI (for Aeroflot Group) – in line
with Directive of the Federal Agency
for State Property Management
No. PF-11/35029 dated 14 August
2014
4 CASK (for Aeroflot Group) KPI.
PJSC Aeroflot’s Board of Directors
in its resolution dated 20 April 2017
(Minutes No. 14) recognised that the
Company had achieved the CASK
reduction target in line with Russian
Government Directives No. 2303pP13 dated 16 April 2015 and

No. 4750p-P13 dated 4 July 2016.
Therefore, since 2017 the Company’s
objective has been to maintain the
achieved cost level
4 Share of State-Subsidised Funding
in Total Funding Secured KPI – in
line with Paragraph 2 of Instruction
of the Russian Prime Minister Dmitry
Medvedev No. AD-P36-4617 dated
11 July 2015 on including the indicator
showing investment raised in the
private capital market.
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Long-Term Development Programme
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As per the resolution of PJSC Aeroflot’s
Board of Directors dated 20 April 2017
(Minutes No. 14), Aviation Accident with
Fatalities (Plane Crash) was set as the
disqualification indicator (cancelling the
bonus) in the KPI system.

PJSC Aeroflot

01

2019 KPI targets and actual performance
by PJSC Aeroflot’s CEO
2018

Unit

2019

Weight, %

Plan

Actual

Performance
to plan, %

Weight, %

Plan

Actual

Performance
to plan, %

Reasons for variance
(2019 actual vs plan)

01
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Total Shareholder Return (TSR)

%

10

20

–18

0.00

—

—

—

—

—

ROIC

%

20

12.9

12.0

93.02

—

—

—

—

—

Long-Term Debt/EBITDAR

—

5

0.75

0.80

93.33

—

—

—

—

—

RUB per ASK

—

—

—

—

20

3.76

3.55

94.47

Integrated Innovation Key Performance Indicator (IIKPI)

%

10

100

100

100.00

10

100

100

100.00

Investment Programme Efficiency

—

5

10.91

20.11

184.33

5

16.32

21.44

cent per ASK

5

4.9

5.45

88.78

10

3.3

3.5

95.45

Main reason of underperformance on the CASK (denominated in US cent)
was the RUB/USD exchange rate lower by 7% vs plan, which means that
rouble-denominated costs (staff costs, depreciation and amortisation,
domestic aircraft servicing, etc.) were remeasured at lower rates and their
USD equivalent turned out to be higher.

Share of State-Subsidised Funding
in Total Funding Secured

%

5

0

0

100.00

5

0

0

100.00

—

Punctuality

%

5

87.0

89.9

103.33

10

87.0

94.8

PJSC Aeroflot’s Flight Safety

%

15

99.957

99.974

103.95

20

99.957

98.932

0.00

Passenger Load Factor

%

10

82.0

82.7

100.85

10

82.4

81.9

99.39

mn ASK per emp.

10

4.489

4.551

101.38

10

4.739

4.907

Revenue per Available Seat-Kilometre (RASK)
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CASK*

Overall Productivity

Main reason of underperformance on the RASK was lower actual
foreign exchange rate vs plan, as international revenue and airline
agreement revenue have a significant foreign exchange component:
RUB/USD exchange rate below plan by 7% (plan – 69.6, actual – 64.7),
RUB/EUR exchange rate below plan by 10% (plan – 80.7, actual – 72.5).
—

02
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131.37 Savings on Aeroflot Group’s investment programme from deferring
projects into 2020.

108.97 Joint initiatives of PJSC Aeroflot, its business units and third-party
companies to improve punctuality of arrivals and departures to and from
base/non-base airports, and related standing measures. Other reasons:
using three runways; fewer runway closures for snow clearing due to
weather.
Performance failed due to the 5 May 2019 aviation accident.
Variance not material.

103.55 Higher productivity levels across Aeroflot Group supported by budgetcontrolled increase in work loads and headcount growth optimisation.

PJSC Aeroflot

PJSC Aeroflot

Note. KPIs are calculated for Aeroflot Group, except for PJSC Aeroflot’s Flight Safety KPI.
* Target calculation excludes fuel costs.
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Most of the Long-Term Development
Programme/PJSC Aeroflot’s CEO KPIs
were met in 2019, the variances are
explained in the table above.
Aeroflot Group’s Development
Strategy 2023 envisages accelerated
development. Implementation of the
Strategy, including development of
regional traffic and investment in the new
regional hub and regional bases, will put
pressure on Aeroflot Group’s business
and margins, and the effect will be frontloaded. Additional pressure could come
from volatility of aviation fuel costs and
foreign exchange rates, including from
potential sanctions risks.

With that in mind, certain financial and
economic KPIs, such as TSR, ROIC and
Long-Term Debt/EBITDAR, that had
been part of the Long-Term Development
Programme and the incentive system for
PJSC Aeroflot’s CEO but are not in line
with Aeroflot Group’s updated strategic
development priorities, were replaced
with RASK, while higher weights were
assigned to CASK, Punctuality and
PJSC Aeroflot’s Flight Safety.

To ensure short-term alignment
between the management incentive
system and Aeroflot Group’s strategic
priorities, PJSC Aeroflot’s Board of
Directors approved the 2020 KPIs for
PJSC Aeroflot’s CEO set forth below
(Minutes No. 6 dated 28 November 2019,
as amended by Minutes No. 9 dated
20 February 2020). KPI performance is
assessed on the basis of the Regulations
on Bonus Payments to the Managers and
Specialists of PJSC Aeroflot.

2020 KPI targets for PJSC Aeroflot’s CEO
Unit

Weight, %

Plan

Revenue per Available Seat-Kilometre (RASK)

RUB per ASK

20

3.64

CASK*

cent per ASK

10

3.53

Integrated Innovation Key Performance Indicator (IIKPII)**

%

10

100

Investment Programme Efficiency

—

5

19.08

Share of State-Subsidised Funding in Total Funding Secured

%

5

0

Punctuality

%

10

87

PJSC Aeroflot’s Flight Safety

%

20

99.957

Passenger Load Factor

%

10

81.9

mn ASK per emp.

8

4.928

%

2

5
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Functional Labour Productivity***
National Labour Productivity Growth Rate

04

Note. KPIs are calculated for Aeroflot Group, except for PJSC Aeroflot’s Flight Safety KPI.

PJSC Aeroflot

PJSC Aeroflot

* Calculations exclude fuel prices.
** According to Minutes No. 1 dated 27 February 2018 of a meeting of Inter-Agency Working Group on Supporting Innovative Development Priorities, the IIKPI bonus can be paid
in full if the variance between the KPI target and actual performance does not exceed 10%.
*** The target is based on the 2020 budget.
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Passenger traffic
million PAX
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50.1

55.7

60.7

Operating Results
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+9.0

Aeroflot Group: ALL FLIGHTS

Passenger traffic, million PAX
change, %

Passenger turnover, billion RPK
change, %

Available seat-kilometres, billion ASK
change, %

Passenger load factor, %
change, p. p.

Cargo and mail, thousand tonnes
change, %

Revenue tonne-kilometres, billion TKM
change, %

Flights, thousand
change, %

Stage length, km
change, %
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2015

2016

2017

2018

2019

39.4

43.4

50.1

55.7

60.7

13.4

10.3

15.4

11.1

9.0

97.6

112.1

130.2

143.2

156.3

8.4

14.8

16.2

9.9

9.2

124.7

137.7

157,2

173.1

190.9

7.7

10.4

14.2

10.1

10.3

78.3

81.4

82.8

82.7

81.9

0.5

3.1

1.4

(0.1)

(0.8)

156.3

205.8

273.4

303.9

317.0

(6.0)

31.6

32.8

11.2

4.3

9.5

11.0

13.0

14.2

15.4

7.0

16.5

17.7

9.5

8.4

323.8

331.9

368.5

411.5

446.0

13.0

2.5

11.0

11.7

8.4

2,479

2,581

2,598

2,570

2,573

(4.4)

4.1

0.7

(1.1)

0.1

+11.1
+15.4
+10.3
+13.4

%

%
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%

%

Flights

446.0

thousand
Stage length

km

Passenger load factor

81.9

%
2015

2016

2017

2018

2019

PJSC Aeroflot

PJSC Aeroflot

2,573
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Aeroflot Group: DOMESTIC FLIGHTS

Passenger traffic, million PAX
change, %

Passenger turnover, billion RPK
change, %

03
04

Available seat-kilometres, billion ASK
change, %

Passenger load factor, %
change, p. p.

Cargo and mail, thousand tonnes
change, %

Revenue tonne-kilometres, billion TKM
change, %

Flights, thousand
change, %

Stage length, km
change, %

Aeroflot Group: INTERNATIONAL FLIGHTS
2015

2016

2017

2018

2019

23.4

25.1

27.6

31.0

33.6

32.5

7.6

9.7

12.3

8.5

44.7

48.7

53.2

59.9

64.9

27.8

8.9

9.3

12.6

8.3

56.3

58.3

63.8

70.2

77.1

29.0

3.7

9.4

10.1

9.8

79.4

83.5

83.4

85.3

84.1

(0.8)

4.1

(0.1)

1.9

(1.2)

79.1

107.8

120.0

132.7

144.2

(3.4)

36.2

11.3

10.6

8.6

4.3

4.8

5.3

5.9

6.3

24.5

11.9

8.9

11.9

7.8

195.0

196.0

215.0

238.0

259.0

29.2

0.5

9.7

10.7

8.8

1,912

1,935

1,929

1,934

1,930

(3.5)

1.2

(0.4)

0.3

(0.2)

Passenger traffic, million PAX
change, %

Passenger turnover, billion RPK
change, %

Available seat-kilometres, billion ASK
change, %

Passenger load factor, %
change, p. p.

Cargo and mail, thousand tonnes
change, %

Revenue tonne-kilometres, billion TKM
change, %

Flights, thousand
change, %

Stage length, km
change, %

2015

2016

2017

2018

2019

16.0

18.3

22.5

24.7

27.1

(6.2)

14.1

23.3

9.7

9.6

52.9

63.4

77.0

83.2

91.4
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(3.9)

19.8

21.4

8.1

9.8

68.5

79.4

93.4

102.8

113.8
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(5.2)

15.8

17.8

10.1

10.6

77.3

80.0

82.5

80.9

80.3

1.0

2.7

2.5

(1.5)

(0.6)

77.2

98.0

153.3

171.1

172.8

(8.5)

27.0

56.5

11.6

1.0

5.2

6.2

7.7

8.3

9.0

(4.3)

20.3

24.5

7.9

8.9

128.8

135.9

153.4

173.4

187.0

(5.1)

5.5

12.9

13.0

7.8

3,304

3,468

3,416

3,366

3,370

2.5

5.0

(1.5)

(1.5)

0.2

Flights

259.0

Stage length
Passenger load factor

84.1

%

1,930

Flights
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187.0

Stage length
km
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%

55

Operational Review
continued

Annual Report 2019

Annual Report 2019

54
Aeroflot Group

STRATEGIC REPORT

02

03
04

60.7

Passenger traffic,
million PAX

million PAX
27.1

2019
9.6%

33.6

24.7

2018
9.7%

31.0

23.3%

11.1%
27.6

15.4%
25.1

14.1%

43.4
10.3%

7.6%

16.0

23.4

39.4

(6.2)%

International flights

50.1

9.7%

18.3

2015

55.7

12.3%

22.5

2017

60.7
9.0%

8.5%

2016

Aeroflot Group made a total of
446.0 thousand flights in 2019, or
over 1.2 thousand flights per day on
average and over 1.3 thousand flights
in August, the busiest month of the year
in terms of traffic. With those flights,
Aeroflot Group carried 60.7 million
passengers, up 9.0% year-on-year.

Aeroflot Group’s operational performance by region (scheduled and charter flights)

Aeroflot Group’s passenger traffic

13.4%

32.5%

Domestic flights

2018

2019 change, %

2018

Available seat-kilometres,
billion ASK

2019 change, %

2018

Passenger load factor,
%

2019 change, %

2018

01

2019 change, p. p.
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Russia

30.2

32.7

8.4

58.4

63.2

8.2

68.6

75.4

9.9

85.1

83.9

(1.3)

Europe

12.0

13.4

11,7

27.3

30.6

12.3

36.0

40.2

11.6

75.7

76.1

0.5

Asia

3.6

4.1

13.9

23.0

26.9

17.1

28.1

34.0

20.7

81.6

79.2

(2.4)

CIS

3.0

3.0

(1.8)

6.5

6.6

2.1

7.7

8.1

4.8

84.0

81.9

(2.1)

Middle East

2.1

2.4

14.0

6.3

7.3

15.5

8.1

9.2

13.8

77.7

78.9

1.2

Americas

1.0

1.0

(1.8)

8.7

8.6

(1.9)

10.7

10.2

(4.3)

81.8

83.9

2.1
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51.9

56.5

9.0

130.2

143.2

10.0

159.3

177.1

11.2

81.7

80.9

(0.9)
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Charter flights

3.8

4.2

8.7

13.0

13.0

0.5

13.8

13.8

(0.1)

94.1

94.7

0.6

Total flights

55.7

60.7

9.0

143.2

156.3

9.2

173.1

190.9

10.3

82.7

81.9

(0.8)

Scheduled flights

Growth rate

Passenger turnover,
billion RPK
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The number of aircraft in
Aeroflot Group’s fleet remained broadly
unchanged throughout 2019, however,
average fleet size increased by 5.5%
given previous year’s additions.
The drive for fleet utilisation efficiency
helped increase capacity by 10.3% to
190.9 billion ASK. Capacity utilisation
remained high, with the passenger load
factor at 81.9%. Passenger turnover
increased by 9.2% to 156.3 billion RPK.

Aeroflot Group’s passenger turnover
and passenger load factor
190.9

81.9%
143.2

2018

>1.2

2017

thousand

%

Passenger turnover growth

112.1

2016

157.2

137.7

81.4%

2015

PJSC Aeroflot

173.1

82.8%

Flights per day

9.2

82.7%
130.2

97.6

124.7

78.3%
Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger load factor

Domestic flights
Domestic flights make a major
contribution to the total passenger
traffic with 55.3% of the total
passengers carried. Given the
difference in average stage length
between Russian and international
destinations, domestic flights account
for 40.4% of the total capacity.

International flights
Aeroflot Group’s airlines carried
33.6 million passengers on domestic
routes in 2019, up 8.5% year-on-year,
with Pobeda accounting for almost
all of the Group’s domestic growth,
or 2.5 million passengers out of the
2.6 million total Group-wide traffic
growth.

Aeroflot Group’s airlines
carried 27.1 million passengers
on international routes in 2019,
up 9.6% year-on-year. Most of that
traffic came from network carriers,
Aeroflot and Rossiya, due to the focus
on international transfer development
in line with the Group’s Development
Strategy, as well as Rossiya’s
capacity utilisation for a number
of major international destinations
from Sheremetyevo airport and the
contribution from Rossiya’s charter
programme.

PJSC Aeroflot

156.3

2019

57
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Aeroflot airline

03
04

Aeroflot airline’s passenger turnover
exceeded a major milestone
of 100 billion RPK and stood
at 101.6 billion RPK, up 3.8%
year-on-year. Available seatkilometres increased by 5.5% to
128.3 billion ASK.

Aeroflot airline’s passenger traffic

The company made 291.7 thousand
flights, with a passenger load factor of
79.2% (down 1.3 p. p. year-on-year).
The passenger load factor remained
high but experienced some pressure
in 2019 due to excess capacity in the
market.

37.2
2019

37.2

2018

35.8

2017

32.8

2016

29.0

2015

26.1

101.6
79.2%
98.0

2018

128.3

91.8

2017

112.2

81.8%

2016

PJSC Aeroflot

101.8

81.3%

2015

47.8%
Domestic flights

82.7

74.1

93.5

79.3%
Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger traffic,
million PAX
2018

Passenger turnover,
billion RPK

2019 change, %

2018

Available seat-kilometres,
billion ASK

2019 change, %

2018

Passenger load factor,
%

2019 change, %

2018

03

2019 change, p. p.

Russia

17.5

17.8

1.5

33.9

32.7

(3.5)

40.1

40.0

(0.2)

84.5

81.7

(2.8)

Europe

9.5

10.2

7.8

21.7

23.6

8.9

29.5

32.1

8.7

73.4

73.6

0.2

Asia

3.2

3.5

7.8

22.1

24.3

9.6

26.9

30.2

12.3

82.4

80.4

(2.0)

CIS

2.6

2.6

(1.4)

5.7

5.8

2.1

6.9

7.2

5.2

83.2

80.7

(2.4)

Middle East

1.9

2.2

14.4

5.8

6.6

15.4

7.4

8.5

14.2

77.4

78.2

0.8

Americas

1.0

1.0

(1.8)

8.7

8.6

(1.9)

10.7

10.2

(4.3)

81.8

83.9

2.1

Scheduled flights

35.7

37.2

4.1

97.9

101.6

3.8

121.5

128.2

5.5

80.6

79.3

(1.3)

Charter flights*

0.02

0.01

(59.7)

0.04

0.02

(56.4)

0.17

0.08

(50.5)

26.0

22.9

(3.1)

Total flights

35.8

37.2

4.1

98.0

101.6

3.8

121.7

128.3

5.5

80.5

79.2

(1.3)

*
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Aeroflot airline’s charter operations continue to target athletic teams and official delegations.

121.7

80.5%

International flights

02

Aeroflot airline’s operational performance by region (scheduled and charter flights)

2019

52.2%

01

million PAX

Aeroflot airline’s passenger turnover
and passenger load factor

Aeroflot airline’s 2019 passenger traffic
breakdown by destination

Aeroflot was ranked the world’s most on-time mainline airline globally
according to the On-Time Performance Review, with 86.7% of its
flights arriving on time.
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61.3%

Share
in the Group’s
passenger traffic

Throughout the year, Aeroflot
maintained flight punctuality at
a high level and ranked first among
the 20 largest global and European
airlines in the OAG monthly rating
multiple times. The airline also
received the highest five-star rating
for punctuality.

This was the outcome of a number
of effective measures undertaken
during the past few years, including
strict observance of boarding rules.
Punctuality both enhances customer
experience and boosts operational
and financial performance of the
company.

Passenger load factor

PJSC Aeroflot

01

Aeroflot airline carried 37.2 million
passengers in 2019, up 4.1% yearon-year. The company focused
on ramping up a number of
destinations opened in 2018 during
the winter 2018/2019 season, which
explains the moderate growth in
passenger traffic in 2019.

Operational Review
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Pobeda airline

Rossiya airline carried 11.6 million
passengers in 2019, up 3.7%
year-on-year.

19.0%

01
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Rossiya focuses on three key segments:
flights from Saint Petersburg, scheduled
flights from Moscow Sheremetyevo
airport and a charter programme (flights
from Moscow Vnukovo airport and from
other Russian cities).
Rossiya’s original base airport,
Pulkovo, accounted for over 5.5 million
passengers of its total traffic. Rossiya is
the leader in carrying transfer
passengers of Saint Petersburg’s airport,
with some 12%, or 670 thousand of
the airport’s passengers, choosing to
make a connection in Saint Petersburg
to continue their journey on Rossiya
flights. The airline carried over 5 million
passengers from Vnukovo and
Sheremetyevo airports.
An important contribution to the airline’s
traffic came from its cooperation
with Biblio Globus tour operator.
Charter flights accounted for 35.4% of
the airline’s total traffic and 38.5% of its
passenger turnover.

Share
in the Group’s
passenger traffic

Despite this capacity increase,
Pobeda’s passenger load factor
remained at the same level as in
the previous year, at 94.0%.

Rossiya airline’s passenger traffic

11.6

Pobeda continued its accelerated
development in 2019, its passenger
traffic increased by 43.2% yearon-year to 10.3 million passengers.
The airline’s capacity grew by 41.5%
as a result of the addition of six new
Boeing 737-800 aircraft.

million PAX

17.0%
Pobeda airline’s passenger traffic

10.3

million PAX

11.6

2019

10.3

2018

11.1

2018

7.2

2017

11.2

2017

4.6

2016

8.8

2016

4.3

2015

9.1

2015

3.1
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Rossiya airline’s passenger turnover
and passenger load factor
33.7

29.6

2018

86.6%
28.1

2017

39.5

18.5

2019

20.5

34.2

13.1

2018

17.0

PJSC Aeroflot

International flights

57.4%
Domestic flights

33.3

25.2

7.9

2017

22.9

Available seat-kilometres,
billion ASK

22.6%

Note. Data for 2015–2016 includes flights of Orenair and Donavia prior to their consolidation into Rossiya airline in 2016.

International flights

6.7

2016
4.7

77.4%
Domestic flights

7.6
88.3%

2015

Passenger load factor

8.4
94.2%

Pobeda airline’s 2019 passenger traffic
breakdown by destination

74.1%
Passenger turnover,
billion RPK

13.9
94.1%

81.1%

2015

19.7
94.0%

84.4%

2016
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Pobeda airline’s passenger turnover
and passenger load factor

85.3%

42.6%

01
02

2019

2019

Rossiya airline’s 2019 passenger traffic
breakdown by destination

Share
in the Group’s
passenger traffic
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5.7
81.2%

Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger load factor
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Aurora airline
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Cargo and mail operations

Aurora airline carried 1.7 million
passengers in 2019, up 2.2% yearon-year. Local flights to remote
destinations were growing rapidly.
Aurora carried 176.2 thousand
passengers on socially important
flights in 2019, up 35% year-onyear. In particular, the airline carried
107.7 thousand passengers on local
flights within the Sakhalin region,
35 thousand passengers within the
Primorye Territory and 33.5 thousand
passengers within the Khabarovsk
Territory. Local flights accounted for
10.6% of Aurora’s total passenger
traffic.

2.7%

Share
in the Group’s
passenger traffic

Aeroflot Group’s cargo and mail operations

Aeroflot Group’s revenue tonne-kilometres

317.0

15.4

2019
2019

171.1

1.7

171.1

153.3
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2017
2017
2016
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million PAX
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1.7

2018

1.6

2017

1.5
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1.1

2015
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172.8

172.8

2018
2018

Aurora airline’s passenger traffic

thousand tonnes

98.0
98.0
77.1
77.1

107.8
107.8
79.2
79.2

144.2

317.0
144.2
317.0
132.7
132.7

120.0
120.0

billion TKM
9.0

2019
2019

303.9
303.9

2018
2018

273.4
273.4

2017
2017

205.8
205.8

2016
2016

156.3
156.3

2015
2015

6.3

9.0

6.3

8.3
8.3

5.9
5.9

7.7
7.7
6.2
6.2
5.1
5.1

15.4
15.4
14.2
14.2

5.3
5.3

13.0
13.0

4.8
4.8

11.0
11.0

4.3
4.3

9.5
9.5

Aeroflot Group uses a belly
cargo model, transporting
cargo and mail in aircraft
cargo holds on passenger
flights. Aeroflot Group carried
317.0 thousand tonnes of cargo
and mail in 2019, up 4.3%
year-on-year.
The cargo/mail tonnekilometres (TKM) increased
by 8.4% to 15.4 billion TKM,
while the revenue load factor
was 67.7%.
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International flights
International flights

Domestic flights
Domestic flights

International flights
International flights

Domestic flights
Domestic flights

Aeroflot Group’s 2019 cargo and mail
operations breakdown by airline, %
11.8
17.2

2.3

11.8

2.3

17.2
68.7

Aeroflot airline, which accounts
for 68.7% of Aeroflot Group’s
total cargo/mail traffic, carried
217.8 thousand tonnes of cargo
and mail, down 2.7% year-onyear. Aeroflot airline’s cargo/mail
tonne-kilometres increased by
2.9% to 10.1 billion TKM, while
the revenue load factor was
65.6%.
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68.7

Aurora airline’s passenger turnover
and passenger load factor
2.4
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71.2%
2.5

2018

Rossiya Rossiya
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3.3
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Aeroflot Aeroflot

3.2
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International flights

72.7%
Domestic flights

3.0

73.0%

2015

27.3%
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2016
1.9

2.6

71.6%
Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger load factor

PJSC Aeroflot

Aurora airline’s 2019 passenger traffic
breakdown by destination

Fleet

Aeroflot Group’s aircraft fleet evolution
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4 operating a young fleet

4 improving the average seat
capacity and efficiency of aircraft

For more than a decade, Aeroflot Group has been consistently
refreshing and streamlining its aircraft fleet to improve its operating,
environmental and technical efficiency. In 2019, the Group
operated eight types of aircraft with an average age of 6.9 years.
Aeroflot airline’s fleet is one of the youngest in the world, with
an average age of 5.0 years as at the end of 2019.

Aeroflot airline’s fleet average age

01

5

02

years

4 increasing the share of modern
Russian-built aircraft used
in operations
Aeroflot Group’s fleet composition
and development reflects the specific
business models and route networks
of each airline.

Number of aircraft in Aeroflot Group’s fleet as at the year-end

Aeroflot Group added nine new aircraft
to its fleet in 2019. A total of 16 aircraft
were phased out over the same period.
The 2019 net fleet decrease was seven
aircraft. However, given the additions
of the previous year, average fleet
size increased by 5.5% year-on-year.
Aeroflot Group operated a fleet of
359 aircraft as at the end of 2019.

2018

There was preparation under way in
2019 to bring online new wide-body
Airbus A350 aircraft that will gradually
replace the Airbus A330. The first out
of a total of 22 contractually committed
aircraft was added to Aeroflot airline’s
fleet in early 2020.

03
04

245

2019

113

224

2017

101

189

2016

359
366
325

103

170

2015

Aeroflot airline

114

253

292

92

262

Aeroflot Group’s subsidiaries

Note. Data for 2018–2019 excludes An-24 and An-148 aircraft not operated by the Group during the period.

Average age of aircraft fleet in operation, years
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Aeroflot Group’s fleet development strategy is based on the following principles

4 operating a highly unified
aircraft fleet (limited number
of aircraft types in each
segment)
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Aeroflot Group’s fleet by type of aircraft
as at 31 December 2019, %

Aeroflot Group’s aircraft fleet by type
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02

03

5 types

4 types

1 type

1–2 travel classes

One travel class

8.4
17.0

3 types

6.4

Aeroflot Group operated a fleet of

01

359

02

aircraft

8.4

17.0
68.2

66.3

2–3 travel classes

6.4

16.4

17.3
16.4

17.3

Aeroflot Group’s fleet by airline
as at 31 December 2019, %

68.2

66.3

03

1–2 travel classes
Wide-body

04

Wide-body

Narrow-body (medium-haul)
Narrow-body (medium-haul)
Narrow-body (regional)
Narrow-body (regional)

Wide-body

Annual Report 2019

65

STRATEGIC REPORT

Annual Report 2019
01

64

Aeroflot
Rossiya

Aeroflot
Rossiya

Pobeda
Aurora

Pobeda

04

Aurora

Aeroflot Group’s aircraft fleet

4 Boeing 747
4 Boeing 777

—

—

Medium-haul

4 Airbus A320 (family)
4 Boeing 737 NG

4 Boeing 737 NG

4 Airbus A319

Regional

PJSC Aeroflot

4 SSJ100

As at 31 December 2018

Wide-body
Airbus A330-200
Airbus A330-300
Boeing 777-300
Boeing 777-300ER
Boeing 747-400

Narrow-body

4 Airbus A320 (family)
4 Boeing 737 NG

Type of aircraft

—

—

4 DHC-6-400
4 DHC-8-200/300/400

Narrow-body (medium-haul)
Airbus А319
Airbus А320
Airbus А321
Boeing 737-800
Narrow-body (regional)
DHC-6-400
DHC-8-200
DHC-8-300
DHC-8-400
Superjet 100
TOTAL
Note. Data excludes one An-24 aircraft that was not operated in 2018 and 2019.

Change 2019

As at 31 December 2019

phased in

phased out

58
5
17
5
22
9

2
–
–
–
2
–

(1)
–
(1)
–
–
–

59
5
16
5
24
9

244
35
85
37
87

7
–
1
–
6

(13)
(5)
(4)
(4)
–

238
30
82
33
93

64
3
2
4
5
50

–
–
–
–
–
–

(2)
–
–
(1)
–
(1)

62
3
2
3
5
49

366

9

(16)

359

PJSC Aeroflot

4 Airbus A330
4 Boeing 777

Operational Review
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Aeroflot airline’s fleet includes five
types of aircraft with two to three travel
classes. As seat capacity in comparable
narrowbody aircraft is different between
Business and Economy classes, we can
adjust the Business to Economy ratio for
more effective, demand-driven capacity
management.
Two wide-body Boeing 777-300ER
aircraft were added to Aeroflot airline’s
fleet in 2019, while net fleet decrease
was eight aircraft. As at the end of 2019,
Aeroflot airline had 245 aircraft, including
40 wide-body aircraft, 156 narrow-body
medium-haul aircraft and 49 regional
narrow-body aircraft.

Aircraft fleet of Rossiya, Pobeda and Aurora

Aeroflot airline’s aircraft fleet
Type of aircraft

As at
31 December 2018

As at
31 December 2019

Change

Wide-body

39

40

1

Airbus A330-200

5

5

–

Airbus A330-300

17

16

(1)

Boeing 777-300ER

17

19

2

164

156

(8)

Airbus A320

80

76

(4)

Airbus A321

37

33

(4)

Boeing 737-800

47

47

–

Narrow-body (regional)

50

49

(1)

Superjet 100

50

49

(1)

253

245

(8)

Narrow-body (medium-haul)

TOTAL

Aeroflot airline’s fleet by type of aircraft
as at 31 December 2019, %

PJSC Aeroflot

20.0

16.3
20.0

63.7

Subsidiaries’ aircraft fleet

The aircraft fleet of the low-cost
carrier Pobeda comprises one aircraft
type, Boeing 737-800, with a single
cabin configuration. In 2019, Pobeda
received six new narrow-body
Boeing 737-800 aircraft, expanding its
total fleet to 30 aircraft as at the end of
the year.
Aurora airline operates narrow-body
Airbus A319 on scheduled flights and
DHC-8 and DHC-6 turboprop aircraft on
local flights. Aurora had a total fleet of
23 aircraft as at the end of 2019.

01

As at
31 December 2018

As at
31 December 2019

Change

Rossiya airline

65

61

(4)

Boeing 777-300

5

5

–

Boeing 777-300ER

5

5

–

Boeing 747-400

9

9

–

Airbus A319

25

20

(5)

Airbus A320

5

6

1

Boeing 737-800

16

16

–

Pobeda airline

24

30

6

Boeing 737-800

24

30

6

Aurora airline

24

23

(1)

Airbus A319

10

10

–

DHC-6-400

3

3

–

DHC-8-200

2

2

–

DHC-8-300

4

3

(1)

DHC-8-400

5

5

–

113

114

1

Type of aircraft

TOTAL

Aeroflot airline’s fleet in 2019

245

In 2019, Rossiya airline operated
Airbus A320 narrow-body aircraft on
scheduled routes and Boeing 777
and 747 wide-body aircraft on leisure
flights (to destinations under the charter
programme and resorts of the Black
Sea) and flights to the Russian Far
East destinations. Boeing 737 aircraft
were used on both the scheduled and
charter programmes. As at the end of
2019, Rossiya operated a total fleet of
61 aircraft.

02

STRATEGIC REPORT

Aeroflot airline’s aircraft fleet evolution

Annual Report 2019

67

03
04

Note. Data excludes one An-24 aircraft that was not operated in 2018 and 2019.

aircraft

16.3

63.7

Wide-body Wide-body
Narrow-body
Narrow-body
(medium-haul)
(medium-haul)
Narrow-body
Narrow-body
(regional) (regional)

Wide-body

40

Narrow-body
(medium-haul)

156

Narrow-body
(regional)

49

PJSC Aeroflot

Annual Report 2019

66

69

Annual Report 2019

Annual Report 2019

68
Aeroflot Group’s aircraft fleet

02

02

aircraft

Wide-body
Long-haul

Airbus A330-300
Length, m
Wingspan, m
Seating capacity, seats
Maximum take-off weigth, kg

03

Engines
Flight range, km

04

238

16 aircraft
63.69
60.3

Airbus A330-200
Length, m
Wingspan, m

293–302

Seating capacity, seats

230,000

Maximum take-off weigth, kg

RR Trent 772B
9,500

Engines
Flight range, km

Boeing 737-800

aircraft

58.82
60.3

Boeing 777-300ER

Boeing 747-400

73.9

Length, m

73.9

Length, m

64.8

Wingspan, m

60.9

Wingspan, m

373–457

Seating capacity, seats

373

Seating capacity, seats

351,530

Maximum take-off weigth, kg

230,000

Maximum take-off weigth, kg

93 aircraft

5 aircraft

Wingspan, m
Seating capacity, seats

11,200

Boeing 777-300

Length, m

229–241
RR Trent 772B

24 aircraft

Engines
Flight range, km

Airbus А321

GE 90-115BL
14,594

33 aircraft

Engines
Flight range, km

Airbus А320

299,370
RR211 Trent 892
11,135

82 aircraft

Maximum take-off weigth, kg
Engines
Flight range, km

Airbus А319

Narrow-body

Length, m

39.5

Length, m

44.5

Length, m

37.6

Length, m

Wingspan, m

35.8

Wingspan, m

35.8

Middle-haul

Wingspan, m

35.8

Wingspan, m

Seating capacity, seats
Maximum take-off weigth, kg
Engines
Flight range, km

62

aircraft

Narrow-body
PJSC Aeroflot

5 aircraft

Regional

SSJ100

49 aircraft

DHC 8-400

158–189
79,015
CFM 56-7B x 2
5,765

5 aircraft

Seating capacity, seats
Maximum take-off weigth, kg
Engines
Flight range, km

DHC 8-300

170–183
89,000
CFM 56-5B
3,800

3 aircraft

Seating capacity, seats
Maximum take-off weigth, kg
Engines
Flight range, km

DHC 8-200

140–168
77,000
CFM 56-5A/5B
6,150

2 aircraft

Seating capacity, seats
Maximum take-off weigth, kg
Engines
Flight range, km

DHC 6-400

9 aircraft
70.6
64.4
447–522
396,890
CF6-80C2, PW4056
13,450

33.8
34.1
128–138
75,500
CFM 56-5A/5B
6,800

3 aircraft

29.9

Length, m

32.8

Length, m

25.7

Length, m

22.2

Length, m

15.8

Wingspan, m

27.8

Wingspan, m

28.4

Wingspan, m

27.4

Wingspan, m

25.9

Wingspan, m

19.8

Maximum take-off weigth, kg
Engines
Flight range, km

87
45,880
Power Jet SaM146
2,400

Seating capacity, seats
Maximum take-off weigth, kg
Engines
Flight range, km

70
29,574
PW150A
2,532

Seating capacity, seats

50

Seating capacity, seats

37

Seating capacity, seats

Maximum take-off weigth, kg

19,505

Maximum take-off weigth, kg

16,466

Maximum take-off weigth, kg

Engines

PW123

Engines

PW123

Engines

Flight range, km

2,500

Flight range, km

1,710

Flight range, km

04

30 aircraft

Length, m
Seating capacity, seats

03

19
5,670
PTA6A-34
1,800

PJSC Aeroflot
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Fuel efficiency
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Flight hours

An important benefit of the young aircraft
fleet is high fuel efficiency, which also
results in a lower environmental impact
and significantly reduced CO2 and NOx air
emissions.

Aeroflot Group maintains high fleet
utilisation efficiency. Due to the expansion
of Aeroflot Group operations in 2019,
total flight hours increased by 9.1%
year-on-year to 1,226 thousand hours.
Aeroflot airline posted a 7.0% increase
to 834 thousand hours.

Specific fuel consumption per available
seat-kilometre across Aeroflot Group was
reduced by 0.9% to 22.3 grams (g/ASK)
in 2019, while for Aeroflot airline it remained
almost flat at 23.1 g/ASK.

Aeroflot Group’s flight hours per aircraft
in operation per day averaged 9.3 vs 8.9
in 2018. Aeroflot airline’s flight hours per
aircraft in operation per day averaged 9.2.

Specific fuel consumption per tonnekilometre across Aeroflot Group
increased by 0.9% year-on-year
to 277.0 grams (g/TKM), while for
Aeroflot airline it increased 2.9%
to 291.8 g/TKM.

Flight hours

01

1,226

02

thousand
834

2019

392

1,226

9.1%
779

2018

345

11.3%
703

2017

306

1,124
1,009

10.7%
640

2016

272

03

912
04

6.1%
595

2015
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265

860

5.4%
Aeroflot airline

Aeroflot Group’s subsidiaries

Growth rate

Average flight hours per aircraft
in operation per day for Aeroflot Group

9.3
Specific fuel consumption,
Aeroflot airline

23.1

23.3
22.9

23.2

23.0

23.0

22.5

299.2

291.8

22.3

PJSC Aeroflot

286.4
276.4
2015
g/TKM

2016

2017

274.5
2018
g/ASK

2019

2018

8.9

2017

9.1

2016

9.4

2015

9.5

Note. Average flight hours per aircraft in operation per day calculated as the average of the opening and
closing number of aircraft with no adjustments for maintenance and other downtime for technical reasons.

283.5

286.3

277.0

9.3

23.1

22.8
304.5

2019

277.6

2015
g/TKM

2016

2017

2018
g/ASK

2019

PJSC Aeroflot

Specific fuel consumption,
Aeroflot Group

hours

Network, Traffic Rights
and Alliances

Aeroflot Group’s route
network development1
Aeroflot Group continues developing a balanced route network based
on its multi-brand platform which maximises the coverage of all the
key market segments and ensures presence in different price and
regional segments.

01
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The route network development is built
around gradual flight frequency increase
for the most popular destinations and
connectivity improvement through banking
of scheduled flights at Aeroflot’s hub,
Sheremetyevo airport, thus enhancing
customer experience. Launch or new
destinations is based on the analysis
of demand, competition and economic
feasibility in terms of both point-to-point
traffic and network synergies from
connecting traffic.

03
04
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The Company also considers the longterm development potential of the new
markets, including for higher future flight
frequency.

03

A well-developed route network means
that Russia’s regions are better connected
both domestically and internationally,
an important factor of the nation’s
economic growth and development.
Aeroflot Group’s network airlines
(Aeroflot, Rossiya and Aurora) operated

04

Main Aeroflot Group’s route network development priorities
Number of Aeroflot Group’s routes

4 improving customer experience
for non-stop flights and
point-to-point passangers

PJSC Aeroflot

4 optimising connections on
intercontinental (Asia–Europe,
North America–Middle and
Far East), and inter-regional
routes (Russian Far East/Urals–
Centre/South)

4 launching new
destinations in major
markets with high transfer
traffic potential
4 further development of
the hub at Sheremetyevo
airport

2018

2019

Change, %

sch.

chart.

total

sch.

chart.

total

sch.

chart.

total

International

143

150

250

144

128

236

0.7

(14.7)

(5.6)

Domestic

145

92

185

126

68

153

(13.1)

(26.1)

(17.3)

Medium-haul

260

232

398

242

185

350

(6.9)

(20.3)

(12.1)

28

10

37

28

11

39

–

10.0

5.4

288

242

435

270

196

389

(6.3)

(19.0)

(10.6)

Long-haul
TOTAL

Note. In 2018, the Group’s airlines also carried out scheduled flights on 30 domestic routes between the cities that hosted the 2018 World Cup to service increased inter-city demand.

1. The data on Aeroflot Group’s route network, unless otherwise stated, excludes Pobeda, which due to its business model focuses on point-to-point demand rather than flight frequency.
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4 improving the ease of travel to
and from Russia’s regions
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Aeroflot airline’s route
network development

03
04

The number of scheduled routes was
down 6.3% year-on-year in 2019, mostly
due to Rossiya’s regional route network
optimisation. The total number of the
Group-operated routes was down 10.6%
to 389.
The number of scheduled flights grew
by 4.7% year-on-year. Aeroflot Group
continued increasing the frequency of
scheduled service to the most popular
and profitable destinations. The average
2019 weekly frequency of scheduled
flights grew by 4.7% year-on-year
(from 14.1 to 14.7) – on average the
Group’s network companies carried
out two flights per destination per
day. The average weekly frequency
grew by 2.7% (from 11.8 to 12.1) for
international and by 7.7% (from 16.5
to 17.8) for domestic scheduled routes.

Aeroflot Group’s scheduled flights by region (2019 vs 2018)
Russia

3.3
Europe

7.0
CIS

0.0
Asia

12.5
Middle East

8.6
Americas

(4.4)
TOTAL

4.7

Average weekly frequency of Aeroflot Group’s flights
SCHEDULED FLIGHTS

14.7
+4.7%

14.1
International scheduled flights

12.1
+2.7%

11.8
Domestic scheduled flights

Aeroflot airline’s network covered
160 scheduled routes to 54 countries
in 2019.

Aeroflot airline’s scheduled flights by region (2019 vs 2018)

The company focused on ramping
up a number of new destinations
opened in 2018. The airline launched
two international routes, to Marseille
and Palma de Mallorca, as well as
regional flights between Krasnodar and
Simferopol, and between Volgograd
and Sochi. Flights from Moscow to
Gothenburg and Salekhard were
discontinued as part of the route network
optimisation.

Europe

The average weekly frequency of
Aeroflot airline’s scheduled flights grew
by 0.9%, from 18.0 to 18.2 flights per
route per week. The average weekly
frequency in scheduled international
segment was up 1.4% (from 13.9
to 14.1 flights) while for domestic
scheduled destinations it was down 0.5%
(from 25.5 to 25.3 flights).

01
02

Russia

7.9
6.9
CIS

0.0
Asia

5.9
Middle East

13.2
03

Americas

(4.4)
7.0

Average weekly frequency of Aeroflot airline’s flights
SCHEDULED FLIGHTS

18.2
+0.9%

18.0
International scheduled flights

14.1
+1.4%

13.9

17.8

25.3

+7.7%

(0.5)%

Long-haul scheduled flights

25.5

Long-haul scheduled flights

8.8

8.3

+1.2%

8.7
Medium-haul scheduled flights

+5.2%

7.9
Medium-haul scheduled flights

15.5
14.7

1.7
+24.7%

PJSC Aeroflot

2018

20.0

+5.3%

CHARTER FLIGHTS

2019

04

TOTAL

Domestic scheduled flights

16.5

1.4
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270 scheduled routes to 56 countries
in 2019, connecting 186 cities and
towns in Russia and around the world.
Pobeda LCC network comprised
126 destinations, including 71 that were
unique for the Group. With Pobeda
taken into account, the Group’s airlines
operated flights to 57 countries.

20.2

(0.8)%

CHARTER FLIGHTS

0.32
(42.9)%

0.56
2019

2018

PJSC Aeroflot
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Subsidiary airlines’ route
network development

4 The highest growth, 13.2%, was for
the Middle East destinations, due to
increased frequencies of flights to
Turkey’s cities, as well as Dubai, Beirut
and Cairo

4 The number of scheduled flights to
Southeast Asia was up 5.9%, including
due to the higher frequency of flights to
Seoul and other destinations

Connectivity ratio for Aeroflot airline’s
own flights

Rossiya airline

Aurora airline

23.6

Aurora’s scheduled local routes in 2019

4 The number of scheduled flights
to North and Central America was
down 4.4% due to the changes to the
Moscow–New York flight frequency
in the winter schedule (the number of
flights down from three to two per day)

2019

Rossiya airline operated scheduled
services on 89 routes (48 domestic and
41 international) to 21 countries in 2019,
including 62 routes under PJSC Aeroflot’s
commercial management.

03
04

4 European destinations saw the number
of scheduled flights increase by 6.9%
driven by the launch of service to
Marseille and Palma de Mallorca,
and higher flight frequency to some
destinations, including Lyon, Tenerife,
Brussels, Dublin, Bucharest and
a number of others
4 The number of scheduled flights to
the CIS remained flat year-on-year.
The increased number of flights for
some destinations, including cities
in Kazakhstan, Uzbekistan and
Kyrgyzstan, was offset by suspention
of flights to Georgia following the
decision of regulation authorities

4 Domestic destinations saw the number
of scheduled flights increase by 7.9%
driven by the launch of a large number
of new destinations during the winter
2018/2019 season, including to the
North Caucasus cities (Vladikavkaz,
Grozny, Makhachkala, Nazran and
Nalchik) and to Izhevsk and Ulyanovsk,
which continued to run throughout the
year in 2019

23.6

2018

22.0

2017

21.2

2016

19.1

2015

16.0

The connectivity ratio for Aeroflot airline’s
own flights improved from 22.0 in 2018
to 23.6 in 2019.

International

PJSC Aeroflot

Domestic
Medium-haul
Long-haul
TOTAL

02

Nikolaevsk-on-Amur

Okha
PetropavlovskKamchatsky

2019

Change, %

sch.

chart.

total

sch.

chart.

total

sch.

chart.

total

100

48

123

101

46

126

1.0

(4.2)

2.4

58

52

88

59

21

65

1.7

(59.6)

(26.1)

132

97

183

136

64

164

3.0

(34.0)

(10.4)

26

3

28

24

3

27

(7.7)

–

(3.6)

158

100

211

160

67

191

1.3

(33.0)

(9.5)

Note. In 2018, in order to service increased inter-city demand Aeroflot airline also carried out scheduled flights on five domestic routes between the cities that hosted the 2018 World Cup.

Nogilki

Komsomolsk-on-Amur

Shakhtersk

Blagoveshchensk

Khabarovsk

03

Vostok

Yedinka

04

Svetlaya
Amgu
Terney

Dalnerechensk

Yuzhno-Sakhalinsk
Iturup

Plastun
Dalnegorsk
Kavalerovo
Preobrazheniye

Yuzhno-Kurilsk

Vladivostok

Aurora airline operated scheduled
service on 45 routes (32 domestic and
13 international) to four countries in 2019,
including 21 routes under PJSC Aeroflot’s
commercial management.

Number of Aeroflot airline’s routes
2018

In 2019, the Group made a decision to
reduce Rossiya’s flights by narrow-body
aircraft in preparation for intra-group
redeployment of its Boeing 737-800 fleet.
Rossiya continues to develop traffic from
Pulkovo, its original base airport and
a regional transport hub servicing the
North-West of Russia. Rossiya’s long-haul
flights use Sheremetyevo airport (mostly
flat fare flights to the Russian Far East)
while its charter programme is operated
from Vnukovo airport. Development of
Rossiya’s leisure route network from
many Russian regions is supported by the
airline’s cooperation with Biblio Globus,
one of Russia’s leading tour operators.
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The number of Aeroflot airline’s scheduled
flights grew by 7.0% year-on-year in 2019
due to the increase in capacity on the
most popular routes and the launch of
new destinations.

Aurora’s priority is improving ease of travel
and accommodating the demand for
flights for the Russian Far East, Yakutsk
and such major Siberian cities as Irkutsk,
Krasnoyarsk and Novosibirsk. Aurora
also operates international flights from
Khabarovsk, Vladivostok and YuzhnoSakhalinsk to South Korea, China and
Japan. The airline also operates socially
important local flights in the Sakhalin
Region and the Primorye Territory.

In 2019, Aurora continued to carry out
local flights connecting regional capitals
with remote destinations. It had scheduled
flights for 17 such routes. Additionally, it
operated charter flights to remote Russian
Far East destinations.
Rossiya launched scheduled flights from
Khabarovsk to Yakutsk and socially
important flights from Yuzhno-Sakhalinsk
to Komsomolsk-on-Amur, Nogliki and
Shakhtyorsk. The airline also strengthened
its position in the international air
travel market by launching flights from
Yuzhno-Sakhalinsk to Tokyo and from
Vladivostok to Mudanjiang, and increasing
flight frequency from Vladivostok to
Harbin, Busan, Tokio, and from YuzhnoSakhalinsk and Khabarovsk to Seoul.

PJSC Aeroflot
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Transfer development

Pobeda is based at Vnukovo airport in
Moscow and also operates flights from
a number of regional airports in Russia.
Pobeda operated 126 routes in 2019, 71
of which were unique and complemented
the Group’s route network.

Aeroflot Group takes advantage of
Russia’s beneficial geographical
position to pick up passenger traffic
between Europe and Asia and from
other O&D markets. The bulk of the
Group’s transfer traffic is handled by
Aeroflot airline.

The airline prioritises servicing sizable
markets and launching routes not covered
by other airlines within the Group.
Pobeda also actively develops regional
network, i.e. flights between Russia’s
major cities, as well as the most popular
international markets via opening services
to secondary airports.

Total Aeroflot airline’s 2019 transfer
traffic was up 2.1% year-on-year
to 14.7 million passengers. Transfer
passengers accounted for 40.0% of
Aeroflot airline’s 2019 total passenger
traffic (vs 40.7% in 2018).

03
04

Pobeda airline’s routes in 2019

A major part of the transfer traffic
was between Russia and other
countries, accounting for 15.4% of
Aeroflot airline’s total passenger traffic.

Murmansk

Syktyvkar

Petrozavodsk

St Petersburg
Chaboksary

Moscow

Riga

Ulyanovsk

Berlin

Genoa
Pisa
Girona

10.3
14.3

An additional contribution to transfer
traffic comes from Rossiya airline,
because its scheduled flights
from Moscow are operated from
Sheremetyevo airport and because
it has a number of international
destinations, including to Indonesia
(Denpasar) and Sri Lanka (Colombo).
With one of Aeroflot Group’s strategy
focus areas being international transfer
development, Aeroflot airline and
Rossiya airline carried 5.5 million
passengers between international
O&D points with a connection in
Moscow in 2019.
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Russia – other countries transfer
International transfer
Domestic transfer
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Aeroflot airline’s key international transfer routes in 2019
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Share of transfer passengers in Aeroflot airline’s
total passenger traffic, %
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The share of international transfer went
up to 14.3%. International transfer
gives Aeroflot Group an additional
revenue stream from international
markets and global passenger traffic.
Domestic transfer traffic was 10.3%.
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Pobeda airline
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The Group works with regulators on an ongoing
basis to obtain traffic rights and designations to
launch new routes and increase flight frequencies for
existing ones, thus driving its strategic development.
The Federal Air Transport Agency issued the following
traffic rights to PJSC Aeroflot and the subsidiaries
under its commercial management in 2019.
In 2019, Aeroflot airline waived three traffic rights to
operate international scheduled passenger services
from Moscow to Kos, Nha Trang, Urumqi. Four traffic
rights to operate international scheduled passenger
services from Moscow to Barcelona and Goa and
from Saint Petersburg to Milan and Rome were
handed over to Rossiya airline.
Rossiya waived six traffic rights to operate
international scheduled passenger service
from Moscow and Sochi to Yerevan, from
Saint Petersburg to Almaty, Astana, Dubai and
Yerevan. Two traffic rights to operate international
scheduled passenger service, from Moscow
to Salzburg (inherited from Transaero) and
from Saint Petersburg to Baku were withdrawn due
to absence of air service.

PJSC Aeroflot

Following the decision by the Inter-Agency
Commission on Licensing Carriers not to
renew Transaero’s traffic rights for the winter
2019/2020 season, in August 2019 Aeroflot airline
and Rossiya airline were voted on a non-preferential
basis to receive almost all of Transaero’s traffic rights
(with the exception of Rossiya’s traffic right for the
Moscow–Paris (Orly) route) with no expiry date.
As a result of Aeroflot’s joint effort with the
Department of State Policy in Civil Aviation of the
Russian Ministry of Transport, the Russian Ministry
of Foreign Affairs appointed PJSC Aeroflot as
a scheduled flights operator for the Moscow–Mumbai
route.

Aeroflot airline
4 14 new traffic rights to operate international scheduled passenger
services from Moscow to Aktau, Alicante, Almaty, Atyrau, Goa, Mumbai,
Osaka, Paphos, Rimini, Shymkent; from Krasnoyarsk to Beijing and
Sanya; from Saint Petersburg to Rome
4 21 additional traffic rights to increase the frequencies of international
scheduled passenger services from Moscow to Aktobe, Bangkok,
Barcelona, Bologna, Bukhara, Geneva, Heraklion, Karaganda, Larnaca,
Lyon, Ljubljana, Malaga, Milan, Nur-Sultan, Palma de Mallorca, Beijing,
Phuket, Rome, Tashkent, Tel Aviv, Urumqi
4 1 new traffic right to operate international charter passenger services
from Moscow to Grenoble

Rossiya airline
4 8 new traffic rights to operate international scheduled passenger
services from Moscow to Antalya, Bangkok, Barcelona, Dubai,
Heraklion, Larnaca, Paphos, Phuket
4 8 additional traffic rights to increase the frequencies of international
scheduled passenger services from Moscow to Bangkok, Goa, Prague,
from Saint Petersburg to Milan, Prague, Rome, Tashkent
4 7 new traffic rights to operate international charter passenger services
from Moscow to Barcelona, Burgas and Varna, from Saint Petersburg
to Burgas, Varna and Barcelona, from Yekaterinburg to Barcelona

Aurora airline

Codeshare and interline agreements

Codeshare agreements enable
Aeroflot Group to strengthen its presence
in high-potential markets, enter the
markets where barriers otherwise exist,
and use its aircraft fleet more efficiently.
PJSC Aeroflot’s major partners by volume
of business generated through codeshare
agreements in 2019 were Alitalia,
Air France, Air Europa, Finnair and KLM,
and Aeroflot Group’s airlines and Siberia
Airlines among Russian carriers.
In 2019, Aeroflot began codeshare
flights with Vietnam Airlines on the
Moscow–Hanoi/Ho Chi Minh–Cam Ranh/
Phu Quoc and Moscow–Saint Petersburg/
Ufa/Krasnodar routes. Codeshare
flights with Czech Airlines on the
Moscow–Prague route were renewed.
Cooperation was expanded to new
destinations under codeshare agreements
with Air Europa, Aerovias de Mexico,
LOT-Polish Airlines, Saudi Arabian Airlines
and Bangkok Airways.
As at the end of 2019, PJSC Aeroflot had
interline agreements with 134 carriers,
including five Russian carriers and
five CIS-based airlines.

01

Codeshare agreements

02

PJSC Aeroflot had 30 codeshare agreements with foreign and
Russian airlines in 2019, including:
4 Twenty-three agreements under
which Aeroflot airline acted both
as a partner operator and a
marketing partner: Aerolineas
Argentinas, Aerovias de Mexico,
Air Europa, Air France, Air Baltic,
Air Serbia, Alitalia, Bulgaria Air,
Czech Airlines, China Eastern
Airlines, China Southern Airlines,
Delta Air Lines, Finnair, Garuda
Indonesia, Icelandair, Kenya
Airways, KLM, Korean Air, LOT
Polish Airlines, MIAT, Saudi
Arabian Airlines, Vietnam Airlines
and Siberia Airlines

4 Two agreements under which
Aeroflot airline acted as a
marketing partner only, selling
partner flights under its code:
Air Malta and Bangkok Airways
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Developing the route network and increasing flight frequencies:
traffic rights and designations
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4 Two agreements with
Aeroflot Group’s airlines under
commercial management
arrangements for operation of
joint flights – with Rossiya and
Aurora.

4 Three agreements under which
Aeroflot airline acted as a partner
operator only: Cubana de
Aviacion, Middle East Airlines and
TAROM

4 1 new traffic right to operate international scheduled passenger service
from Khabarovsk to Tokyo (Narita)
4 1 additional traffic right to increase the frequency of international
scheduled passenger services from Khabarovsk to Seoul offset by
a decrease in frequency of service from Yuzhno-Sakhalinsk to Seoul

PJSC Aeroflot
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Membership
in the SkyTeam Alliance
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1,150
175

destinations

countries

04

14.5

thousand flights on a daily basis

A new SkyTeam alliance agreement came
into effect in early 2019, setting forth
a revised organisational structure of the
alliance. Under the agreement, the central
governing body of the Alliance will be
the executive board that has permanent
membership from the Alliance’s six
largest carriers: Aeroflot, Air France,
KLM, China Eastern Airlines, Delta Air
Lines, Korean Air. The other partners
will participate in the decision-making
process indirectly, voting through proxies
appointed out of the member airlines and
rotating every two years.
In 2019, SkyTeam worked towards
an ambitious goal to become a trendsetter
in IT technology for other airlines by
building a unique Digital Spine solution
that would bridge technology differences
between GDS systems and take flying
across multiple SkyTeam members
to a new level.

The Digital Spine will make it possible to:
4 seamlessly book ancillary services and
seats from partners’ websites
4 check in passengers and baggage all the
way to the final destination
4 inform passengers, change partner
airline’s booking and modify baggage
itinerary in case of service disruption
4 fully automate earning and redeeming
qualifying miles, elite status confirmation
and offering status privileges with any
carrier connected to the platform.

SkyTeam Alliance had 19 members in
2019, Aeroflot, Aerolineas Argentinas,
Aeromexico, Air Europa, Air France, KLM,
Alitalia, China Airlines, China Eastern
Airlines, Czech Airlines, Delta Air Lines,
Kenya Airways, Korean Air, Middle East
Airlines, Saudi Arabian Airlines, TAROM,
Vietnam Airlines, Xiamen Airlines and
Garuda Indonesia. China Southern Airlines
left SkyTeam in 2019. The Alliance’s
aggregate route network comprised
1,150 destinations in 175 countries.
SkyTeam’s members, including
Aeroflot airline, were making a total of
14,500 flights on a daily basis.
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As a SkyTeam partner, Aeroflot carried
over 480 thousand passengers under
codeshare and interline agreements with
other SkyTeam Alliance members in 2019.
About 249 thousand Aeroflot passengers
were carried by its SkyTeam partners.

PJSC Aeroflot

PJSC Aeroflot

The new model aims to reflect the interests and priorities of the key
members of the alliance, ensure compliance with membership
requirements, simplify the decision-making process and optimise
the costs of attending regular meetings.

Aeroflot Airline’s
Route Network
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Sales
and Distirbution
Aeroflot sells tickets both in Russia and
abroad through a variety of channels,
including its website and mobile app.

aeroflot.ru/ru-en

03
04

Mobile app
GOT IT ON

The website offers tickets for flights
operated both by Aeroflot airlines as
well as its subsidiaries, Rossiya and
Aurora, under Aeroflot’s common airline
code. Tickets are also sold through
Aeroflot’s agents operating under direct
agency agreements, agents participating
in independent systems (BSP, ARC,
Transport Clearing House (TCH)),
own sales offices and the call centre.
In addition to tickets, customers can
use the Aeroflot’s website to purchase
value-added services, such as medical
insurance, transfer from an airport and
other services. Pobeda airline sells
tickets independently through its own
website and mobile app, as well as online
agencies.

Management of services operated by
subsidiary airlines under codeshare
agreements enables PJSC Aeroflot to
centralise administration of sales, revenue,
route network and fleet planning across
the Group.

The share of online and
call centre sales in 2019

36.2

%

A common trend in air ticket sales is the
development of online sales channels.
The share of online and call centre sales
grew by 1.5 p. p. to 36.2% in 2019
(vs 34.7% in 2018). Channel-wise, agents
remain the biggest contributor to sales
with 58.5%. Own sales offices accounted
for 5.3% of total sales, flat year-on-year.
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DOWNLOAD ON THE

App Store

Sustained growth of online channel sales is expected to continue
in the medium term. The share of online and call centre sales may
reach

40

PJSC Aeroflot

PJSC Aeroflot

%
within the next three-year
period as the internet
becomes increasingly
accessible and the number
of smartphones grows.
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A common trend in air ticket sales is the
development of online sales channels.
The share of online and call centre sales
grew by 1.5 p. p. to 36.2% in 2019
(vs 34.7% in 2018). Channel-wise, agents
remain the biggest contributor to sales
with 58.5%. Own sales offices accounted
for 5.3% of total sales, flat year-on-year.
Aeroflot held meetings with major agents,
including in the regions, and circulated
information bulletins to its agent network
to provide updates on its new routes.
Marketing campaigns were held, targeting
potential customers.
Special exclusive rates and reward
programmes such as an additional
distribution fee for agents in Russia
and an additional incentive programme
for international agents are used to
incentivise agents with a potential to
boost sales for new and high-capacity
routes.

Breakdown of Aeroflot’s sales revenue, %
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Agent sales via independent settlement systems
Agent sales via independent settlement systems
Agent sales under direct agency agreements
Agent sales under direct agency agreements
Own sales offices
Own sales offices

04

Top 5 cities (excluding Moscow) by
contribution to Aeroflot’s domestic sales
revenue in 2019, %

22.5
33.3

2017

Agent sales

The share of agent sales in Russia was
down year-on-year due to growing
online sales. The share of agent sales
through independent settlement systems
totalled 72.4%, while sales through
agents operating under direct agency
agreements were 16.5%, and sales
through own sales offices remained flat
at 11.2%.

The largest share of PJSC Aeroflot’s
2019 total sales in Russia came from
Moscow

Aeroflot’s domestic sales
by channel in 2019, %

Geographical split of Aeroflot’s domestic
sales revenue in 2019, %

Aeroflot’s sales by channel, %

2019

The largest share of PJSC Aeroflot’s 2019
total sales in Russia came from Moscow
(66.7%), with Saint Petersburg (23.2%)
and Russian Far East cities also making
a significant contribution.
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Note. Online sales and sales via the call centre are made both in Russia and abroad.
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Agent sales through independent
settlement systems (BSP, ARC, and
TCH) comprise the bulk (89.7%) of
PJSC Aeroflot’s international sales
revenue. Sales through agents
under direct agency agreements
totalled 5.7%, and sales via own offices
contributed 4.6%.

Corporate sales

Split by region, Aeroflot’s 2019 total
international sales had the biggest
contribution from Europe (43.8%),
followed by Asia (29.3%), the
Americas (11.8%), the CIS (8.6%) and
the Middle East (6.5%).

Aeroflot’s international sales by channel
in 2019, %

5.7

4.6

4.6
5.7

PJSC Aeroflot offers a variety of cooperation options:
4 Corporate Loyalty Programme – a reward
programme for SMEs (excluding travel companies)

89.7

89.7

03
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Key priorities in international markets

4 Ramping up ticket sales on
international transit routes
between Europe and Asia
(especially on routes from China,
India and Kazakhstan), as well
from the USA to Israel
4 Signing incentive fee agreements
with major agents in the relevant
markets to drive sales of tickets
for Aeroflot’s flights

4 Developing corporate sales
(targeting major foreign
companies with assets in Russia
or using Moscow as a transit
point for business trips between
Europe and Asia or between
Europe and the CIS)

Agent sales via independent settlement systems
Agent sales via independent settlement systems
Agent sales under direct agency agreements
Agent sales under direct agency agreements
Own sales offices
Own sales offices

Geographical split of Aeroflot’s international
sales revenue in 2019, %

10.3
11.8

4 Further optimisation of service
distribution costs

5.5
10.3

Europe
Europe
Asia
Asia

5.5
43.1

11.8

29.3

PJSC Aeroflot

Aeroflot’s corporate customers include a variety
of oil and gas, finance, pharmaceutical, retail, food,
construction, and other companies.

43.1

4 Direct agreement with PJSC Aeroflot for servicing
corporate customers in Aeroflot’s sales offices
in Moscow and other Russian cities
4 Corporate agreement involving an agent
for servicing corporate customers in one or more
specialist travel agencies
In 2019, the Company made a decision to change
its corporate sales policy. The new approach aims
at more active targeting of international corporate
clients. Protecting PJSC Aeroflot’s revenue on routes
where the Group companies historically enjoy a high
share and low competition will remain an important
objective. The new programmes are underpinned
by a streamlined approach across all markets and
transparency of practice.

Building a shared airline
retailing environment under
the NDC programme
In early 2020, Aeroflot was granted IATA’s Level 4
NDC certification.
The New Distribution Capability (NDC) programme is
aimed at transforming the way air travel products are
distributed and customising them to each customer’s
specific budget and preferences. NDC enables
customers to access all Aeroflot’s value-added
services and fare families directly via metasearch
engines and agents that can connect to Aeroflot’s
NDC gateway. The implementation of NDC will help
boost revenue through higher sales of value-added
services and lower selling costs.
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As at the end of 2019, the NDC solution had already
been implemented with metasearch engines for
selected services, and integration with a pilot agent
group was in the final testing stage.

29.3

Americas
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CIS
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Middle East
Middle East
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Customer Service
Development
Aeroflot won a number of prestigious
global awards in customer service
in 2019. The Company’s success
in maintaining international recognition
stems from its continuous efforts
to improve the quality of passenger
services and consistently high level
of compliance with passenger service
standards.

The Company works with international consulting
companies and partners to monitor passenger
service standards and measure customer satisfaction
with the services of the Group’s airlines on a regular
basis. Aeroflot airline’s NPS (Net Promoter Score)
grew to 73% in 2019, according to Bain & Company.
A mystery passenger audit demonstrated
growth of the average level of compliance
across the Company by 4.2% year-on-year
to 93.8% in 2019, with positive trends in the level
of compliance with the service standards observed
across all key customer service areas.

Net Promoter Score (NPS)
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Aeroflot airline’s NPS performance (%)

72

73
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Customer satisfaction is also measured on a regular
basis as part of joint projects, including IATA’s Airs@t
survey in the European market and under a wider
joint SkyTeam Customer Experience Research project
covering all member airlines.
Aeroflot Group’s initiatives to improve customer
service extend throughout the passenger service
chain and are aimed at promoting product
competitiveness, customer satisfaction and loyalty.

2010

2013

2018

2019

Customer feedback management
How NPS is measured

Promoters

PJSC Aeroflot

NPS

Passives

=

%
Promoters

–

Detractors
%
Detractors

PJSC Aeroflot

Aeroflot has a multi-channel customer feedback
management platform. The number of processed
customer feedback messages increased
by almost 2.5 times over the past three years.
A passenger can get in touch with the airline
through any channel convenient to them,
including social media.
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From selecting and
booking air tickets…

4 Aeroflot airline’s website became easier to use with more user-friendly navigation
4 Boarding passes can be printed in the language of the passenger’s passport. Details of visa
documents/documents confirming eligibility for visa-free travel can be submitted online
4 Through check-in available from the website
4 Baggage-free fares available from the mobile app and the website
4 The Android app has been integrated with the mobile wallet app to keep the itinerary,
boarding passes and other information
4 More payment options made available on the website and in the mobile app
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… to comfortable
experience at the
airport …

… and on board

Any time when
a passenger needs
attention

PJSC Aeroflot
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Over 96%1 of customers who called
Aeroflot airline’s contact centre
during 2019 gave the highest scores
for our customer service

4 and 5 points

4 An interactive map of Sheremetyevo airport with indoor navigation is now available
in the mobile app
4 SkyPriority lounge offers more premium experience
4 SkyPriority service implemented in a number of Aurora airline’s airports

04

4 A total of 71 Aeroflot airline’s A320 aircraft have been equipped with a media streaming
in-flight entertainment system that passengers can use with their own mobile devices
4 Business class food menu has been expanded, Economy class tableware design refreshed,
the number of flights where wine is offered on board increased
4 Aeroflot introduced travel kits for infants (age up to 2 years)
4 Rossiya airline introduced new Business class amenity kits for flights longer than six hours,
as well as new activity packs for kids
4 Circulation of non-Russian-language press and in-flight magazines has been increased
4 Aeroflot increased content offering for the visually impaired, Aurora provides Braille safety
cards and offers shoulder belts for passengers with disabilities

4 Aeroflot’s contact centre implemented more convenient IVR payment service
4 Faster handling of highly emotional customers’ complaints has been implemented
4 Aeroflot customers can use the website to request a call back from the contact centre.
Customers can now also receive a call back following the airline’s investigation triggered
by their low satisfaction rating responses
4 Flight cancellation and delay notifications have been improved in content and clarity
4 SkyTeam Elite and Elite+ members have a priority in being put through to a call centre
operator

on a 5-point scale.

Aeroflot Kids Travel Kits
1. According to a customer satisfaction survey (CSAT).
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The biggest loyalty programme
in Russia and Eastern Europe
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A total of

9.8 million members,

including 280 thousand elite level
members (Silver, Gold, Platinum)
Active growth in coveragе:
number of members doubled
over five years
High programme penetration

PJSC Aeroflot

There is an ongoing effort to broaden
cooperation with programme partners.
A promo campaign with Alfa Bank was
held in 2019 to promote Aeroflot World
Mastercard Black Edition debit card, with
an opportunity to win a round-the-world
trip and five RUB 100,000 certificates.

An Aeroflot-Citibank Visa Infinite
co-branded credit card was also launched
in 2019.
Aeroflot Bonus was joined by 32 new
partners in 2019. The total number of
partners was 185 at the end of 2019,
including 20 airlines.
Two-factor authentication has been
implemented for member personal
accounts, providing stronger personal
data security through an additional
authentication step. Aeroflot’s system
has been made aware of the user’s
membership level in each SkyTeam
member’s frequent flyer programmes,
which helps display actual member status
more accurately and prevent fraud with
elite level membership.

01
02

03
04

Aeroflot Bonus partners, 2019

Financial performance:
the programme generates significant
additional revenue for Aeroflot Group

The Aeroflot Bonus frequent
flyer programme is one of the
key competitive advantages of
Aeroflot airline and the subsidiaries
under its commercial management.
Its membership almost doubled
over the past five years and reached
9.8 million members in 2019.

The Company continues to make the
programme more attractive by expanding
ways to earn and redeem miles. The Light
Awards promotion was held monthly
during 2019, whereby passengers could
purchase award tickets with fewer bonus
miles for certain Aeroflot routes. The Make
It in 72 Hours campaign was run, offering
items from the Reward Catalogue with
an up to 50% discount, as well as
the 360,000 Extra Miles campaign to
incentivise earning miles with programme
partners, with over 24 thousand people
registered to participate.
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50

31

23

Hotels and aggregators

Online retail

Health and beauty

Aeroflot Bonus members, million

20

14

13

10

4

2019

9.8

Airlines

Restaurants
and food retail

Appliance
and electronics

Car rental
and transfer

Banks

2018

8.3

2017

6.7

2016

5.9

2015

5.1

20
Other
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Operational Review
continued
Aeroflot was ranked the strongest airline brand globally by Brand Finance for
the third year in a row. According to Brand Finance, the Aeroflot brand value grew
by 13.2% to USD 1.7 billion in 2019. The combined value of Aeroflot Group’s
brands (Aeroflot, Rossiya, Pobeda, and Aurora) grew by 6.5% to USD 2.1 billion.

Marketing strategy implementation
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Aeroflot’s 2019 marketing activities were primarily aimed
at increasing passenger traffic, promoting global brand recognition
and maintaining demand for Europe–Asia transfer flights.

Aeroflot Group’s Strategy 2023 was
updated in 2019 to accommodate
the ambitious plans of ramping up
passenger traffic both domestically and
internationally. A market segmentation
exercise was carried out based on
a large-scale survey of about 10 thousand
passengers in Russia as well as in
a number of key European and Asian
countries, with six unique segments
identified and priorities allocated between
the Group’s airlines. Detailed strategies
were developed for each carrier and each
macro market.
A landmark event of 2019 was the
update of Aeroflot airline’s creative
concept. The new concept incorporates
modern global trends while preserving
the brand’s DNA, thus maintaining
consistency of Aeroflot’s marketing
communications.

PJSC Aeroflot

Another hallmark event was the
preparation to introduce to Aeroflot’s
fleet the new Airbus A350-900 aircraft.
The new aircraft received a distinctive new
livery inspired by the unique features of its
design.

In 2019, Aeroflot acted as the official
carrier of high-profile business forums
such as the Russian Investment Forum,
Saint Petersburg International Economic
Forum, the International Arctic Forum,
the Eastern Economic Forum, and took
part in the 13th Transport of Russia
International Forum and Exhibition as the
Aviation Partner.
The Russia Surprises contest was
held on Instagram with the support of
prominent influencers to promote Russia’s
tourism potential and stimulate domestic
passenger traffic.
In international markets, Aeroflot ran
advertising campaigns with major agents.
A contract was signed in China with
VFS Global, a global Schengen visa
agent for Chinese nationals, that includes
display of branded content at their
corporate website, vfsglobal.com, and in
the entrance lobbies of their visa centres
in the country’s largest cities.
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Aeroflot once again participated the Circle
of Light Moscow International Festival
held under the auspices of the Moscow
Government, an event that receives broad
media coverage.
Keeping pace with the global industry
leaders, Aeroflot actively leverages
Big Data technology. The number of
unique customer profiles identified based
on unstructured data analysis grew
by 13% year-on-year. Leveraging unique
customer profiles in designing targeted
advertising based the state of the art in
Big Data is a competitive advantage of
the Company. Fragmented data analysis
helped build analytical models describing
the customer universe and develop
principles and techniques of processing
traveller data to come up with unique
customer profiles and thus be able to
make personalised offers to passengers.

A new recommendation engine for next
flight destinations was developed and
implemented based on the frequency
distribution of a customer’s past flights
by geographic areas. The feature helps
increase offer relevance, driving potential
customer communications efficiency.In
2019, Aeroflot deployed IBM Campaign,
a leading marketing communications
solution. The system orchestrates
customer-specific personalised
communications based on the past
communications history and customer
preferences. The system maintains
logically connected communications
chains with each customer, improving
both the frequency and the quality
of interactions and ultimately driving
additional revenue leveraging Big Data
solutions.

Aeroflot brand value

1,698

USD

million

2019

1,698

2018

1,500

2017

1,429

2016

1,270
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In August 2019, Aeroflot became the
Official Airline of the FIBA Basketball
World Cup 2019, the biggest
sports event of the decade hosted
by China, held in eight Chinese
cities, including those covered by
Aeroflot’s scheduled service – Beijing,
Shanghai and Guangzhou. Aeroflot’s
brand was advertised at all stadiums
and venues of the championship.
During the 16 days of the tournament
it was followed by an unprecedented
audience on television and in
social media. Aeroflot’s advertising
opportunities at the tournament helped
promote brand awareness, overcome
consumer biases in China and other
priority international markets, reinforce
potential customer perception of
Aeroflot as an industry leader and drive
transfer traffic increase.

Under the contract, Aeroflot also held
rights as the Presenting Partner of
the FIBA Basketball World Cup 2019
trophy, and through that had a unique
opportunity to reach out to the
global audience. The trophy travelled
27 countries, attracting attention
of fans from around the world.
Aeroflot’s female flight attendants
presented the trophy at official FIBA
events in the cities covered by the
airline’s route network. Before the
tournament, Aeroflot’s flight attendants
accompanied the trophy on a tour
across the eight Chinese cities that
hosted the games.
PJSC Aeroflot
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Key Aeroflot Group’s IT technology development priorities

Aeroflot Group continued with its digital
transformation in line with the IT Strategy
adopted by PJSC Aeroflot’s Board of Directors
in 2018. The digital transformation covers all
steps, from managerial solutions and aircraft
maintenance and repair to development of
services for passengers. New technology
solutions promote efficiency and transparency
of Aeroflot’s business processes and
strengthen its leadership position.

Website
upgrades

Increase
of mobile
devices
importance
for passengers

Increase
of mobile
devices
importance
for staff

New
technologies
in the airports:
automated
airport

NDC (direct
agent
distribution)

Cloud
technology –
resource pool
management

Big Data
and machine
learning

Artificial
intelligence

Business trends

Technology trends

03

01
02

Robotic
process
automation

04

03
04

Managerial trends

2019 highlights
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and Innovation
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Aeroflot received
an E-Commerce Project
of the Year award at the
CNews AWARDS 2019
for a number of projects
aimed at better end-to-end
customer experience in
key online channels, i.e.
the website and the mobile
app.

Data
management

Aeroflot won GlobalCIO awards for:
4 an automated system for predicting cargo
and mail capacities (to predict available cargo
and mail capacity aboard Aeroflot’s passenger
flights, both long- and short-term, as well as
to increase aircraft load volumes)
4 the system to optimise creating, conducting
and analysing marketing campaigns
(to optimise automated targeting of marketing
campaigns to customers given the variety
of communications, offers or communication
channels).

Strengthening
cybersecurity

Aeroflot won the annual
Innovation Time 2019
award in the IT and Digital
Technology category.
The prestigious award
was granted to Aeroflot’s
Tax Monitoring Data Mart
project, recognised as
the organisational and
managerial innovation
of the year.

Innovation
centres

Membership
in the Digital
Transportation
and Logistics
Association

Import
substitution

IT projects in 2019 were implemented
in online sales, operations, aircraft
maintenance and repair, cybersecurity,
marketing, enterprise management and
cargo transportation.
In 2019, Aeroflot joined the Digital
Transportation and Logistics Association
focused on driving digital transformation
across the transportation industry, as well
as on creating and developing a single
multimodal digital transportation and
logistics environment across Russia.
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Key Aeroflot’s 2019 IT systems
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Development areas

Key IT systems

STRATEGIC REPORT

02

®

03
04

B2C
Onboard internet
and entertainment
systems

B2B

Website,
including
mobile
web check-in

Tax monitoring

Aeroflot makes wide use of Big Data
in its digital transformation. A smart
passenger segmentation system based
on Big Data has been implemented.
The system can identify customer profiles
by merging and analysing passenger
data from different sources, including
past customer interactions. The service
recommends travel destinations based on
a passenger’s flight history and calculates
Customer Lifetime Value (CLTV). Big Data
is also used to analyse the customer
impact of interactions through different
channels.

Cargo Air, a Big Data-based automated
system for predicting cargo and mail
capacities aboard Aeroflot’s passenger
flights, was launched in 2019. Big Data
analysis helped increase the accuracy
of predicting available cargo and mail
capacity and optimise commercial load.

01
02

STRATEGIC REPORT

Using Big Data
technology
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B2P

Cargo agent’s
personal account

Sirax revenue
accounting
system

2019

Executive
dashboard

2018

Mobile app

Corporate
loyalty
programme

Corporate
loyalty
programme
for agents

Electronic
document flow
and electronic
digital signature
system

Wider use of AI-based
predictive models
2017

CrewTablet (SITA)

Implementing
elements of artificial
intelligence
2016

Big Data development
Big Data
(based on
IBM solutions)

E-commerce
platform

Electronic
customs
declaration
of aircraft

Disclosure
website:
investors and
shareholders

MRO
management
system

IVR platform
for the call centre

4 Return on investment
Big Data
implementation
4 System deployment

PJSC Aeroflot

IVR platform
for the call centre

Single payment
platform

Electronic
Flight Bag (EFB)

4 Broader application:
operations

4 Wider use of machine
learning: network
and revenue management

4 Building predictive models –
discovering non-apparent
correlations
4 Study of machine learning
potential for process
optimisation

4 Consolidation of internal
customer data
SAP ERP

Airport resource
management
system at the base
airport

4 Building primary analytical
models

PJSC Aeroflot

Customer
loyalty
management
system

Building a shared
airline retailing
environment under
the NDC programme

03
04

Digital transformation
of operations-related
systems

Aeroflot continued to develop its project
for building an integrated airline retailing
environment under the NDC standard
in 2019. Technical capability to connect
agents to the NDC system was
implemented, an action plan with six pilot
agents was developed and Tickets.ru agent
was connected. Sales through the
NDC channel are growing at a good pace.

In early 2020, Aeroflot received the
NDC Level 4 certificate, which helps
significantly improve customer service
while booking is fully agent-managed.
There are activities in the pipeline to
obtain the highest level of certification,
NDC@Scale.

Value-added
services:
la Carte menu

New NDC
version 18.2

Air ticket refund
and exchange

Aeroflot implements artificial intelligence,
machine earning and IoT technology in all
key operations processes. The company
embraces paperless technology, with
flight documentation uploaded to the
onboard computer and the EFB. Data is
analysed to improve flying techniques and
flight safety.
Aeroflot implemented a smart connection
management system in 2019, offering
optimal passenger re-routing solutions to
preserve flight connections after schedule
disruptions.

IATA NDC Level 4
certification

An automated ETA module to predict
aircraft arrival time was implemented.
Personal accounts for flight attendants
were also launched in 2019, streamlining
cabin crew operation.
Aeroflot implemented a project to
automate online auctions to sell blocks of
cargo capacity that helps more promptly
respond to the cargo market environment
and drive the segment’s margins.

Digital solutions
for passengers

Aeroflot continued to implement digital
solutions and services in 2019, offering
its customers a whole new air travel
experience.
Aeroflot’s own check-in system and
web and mobile check-in services have
become available to passengers in the
airports of Ulyanovsk, Aktobe, Marseille,
Dublin, Palma de Mallorca, Beirut, Cairo
and Saratov. Self-service check-in kiosks
have been installed in the airports of
Rome, Paris, Yerevan, Volgograd, Minsk,
Lisbon, Stockholm and Saransk. Aeroflot’s
passengers can use paperless mobile
boarding passes in many airports around
the world.
The corporate website and mobile app
continued to improve, with navigation and
homepage updated and baggage-free
fares made available on the website and
in the app.

Website users can now redeem discount
coupons when buying air tickets.
To reduce average airport check-in queue
time, Aeroflot implemented an option
whereby customers can submit visa
details when buying air tickets for certain
destinations on the website.
Aeroflot continues to develop its valueadded services offering. In 2019, a service
to pay for excess baggage was launched
and value-added service processes were
redesigned.
To increase the service level of the contact
centre, the text-to-speech engine used in
the IVR was upgraded. Voice information
is unique to each customer interaction,
and a high-quality text-to-speech
algorithm makes the interaction closer to
a human one.
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Website and mobile app feature development and navigation improvement
to drive the share of online sales

Website upgrade

Mobile app upgrade

Integration of new services as features
of the website and the mobile app
4 Baggage-free fares

4 Flight schedule
4 Flight load factor

PJSC Aeroflot

4 Aircraft cabin configuration
4 Passenger information,
including frequent flyer status
4 Special meal orders
4 Working with documents

Electronic Flight Bag for pilots
4 Transition to electronic documents at every part
of the flight from take-off to landing
4 Makes paper-based on-board documentation
redundant
4 Replaces traditional heavy flight bags containing
navigation documentation with modern touchcontrolled electronic tablet devices

4 Preselect seats
4 Travel class upgrade for miles
4 Travel class upgrade for cash
4 Order a transfer
4 À la Carte menu option

PJSC Aeroflot

Crew Tablet for flight attendants

Operational Review
continued

Customer
experience
digitalisation

Before the journey

Prior to the flight

During the flight

After the journey
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Customer experience
digitalisation
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Air ticket sale (website,
mobile app, contact centre)

Support of a multimedia and
multi-language contact centre

In-flight entertainment (IFE)

Miles accrual

Sale of value-added services
(seat selection, travel class
upgrade, excess baggage, etc.)

Online check-in and self-service
baggage check-in

Personalised service – catering and special meal
orders – using flight attendants’ crew tablets

Exclusive passenger offers: travel destination
recommendations based on flight history and
customer preferences

Different payment options

Mobile boarding pass

Sky Shop

Customer feedback analysis

Mobile boarding pass

Support
technology

Revenue management system

Direct distribution (NDC)
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Baggage handling

Flight operations control system (for operations and hub)

Big Data-based analytical systems

Reservations system

IVR platform for the call centre, text-to-speech

Baggage tracking system

Website, mobile app
Loyalty programme system

ERP system

Accounting and analytical systems (revenue accounting, financial analysis, executive dashboard)

PJSC Aeroflot

PJSC Aeroflot

Aircraft maintenance IT-system

03
04

Rossiya airline implemented an employee training
administration system and a distance learning
system in 2019. This helped automate employee
training course and test design and administration,
monitoring the learning progress and test results.
Implementation of an automated aviation security
management system drove effectiveness of
passenger and employee safety measures. The airline
also deployed IT infrastructure implementing technical
measures to ensure confidential information security.
Aurora airline implemented a new software solution
in 2019, Safran Analysis Ground Station (AGS), for
flight data analysis to ensure aviation security and
risk management. The airline’s website opened sales
of value-added services, such as seat selection and
payment for excess baggage. Aurora’s website offers
passengers a virtual cabin tour of Airbus А319 and
DHC-8-400.
Pobeda airline had an upgrade of its data centre
hardware and a complete overhaul of its network
infrastructure in 2019.

PJSC Aeroflot

The airline had good experience with Jeppesen Crew
Pairing, Jeppesen Crew Rostering, Jeppesen Crew
Bid software. The software helped reduce costs in
building crew rosters, balance the flight hour and rest
requirements, reduce the number of days off duty
and increase average annual pilot flight hours.

Support of innovative
development
Aeroflot continuously drives innovation in all
aspects of its operations to strengthen its
technology leadership in the global airline business.
Aeroflot Group’s innovation ecosystem reinforces
its competitive edge and helps optimise operations
and administrative processes as well as offer its
customers an unmatched service level.
The main document that sets forth the innovative
development focus areas for PJSC Aeroflot
and its subsidiaries, JSC Rossiya Airlines and
JSC Aurora Airlines, is PJSC Aeroflot’s Innovative
Development Programme (IDP) approved by
its Board of Directors on 25 August 2016. The
IDP programme has been developed in line with
the roadmaps for new economy industries and
coordinated with the Ministry of Transport, the
Ministry of Science and Higher Education and the
Ministry of Economic Development of the Russian
Federation. The IDP covers the main innovation focus
areas and activities of Aeroflot Group. In 2019, the
Company completed the update of the Innovative
Development Programme 2025 taking into account
the requirements of the state strategic planning,
Aeroflot Group’s updated Strategy, Aeroflot Group’s
Long-Term Development Programme, the Investment
Programme and other strategic documents, plans
and programmes of Aeroflot Group. The goals and
objectives of the Programme are aligned with the
targets of national projects (programmes), including
Research, Education, Digital Economy of the Russian
Federation, International Cooperation and Exports,
Small and Medium-Sized Businesses and Support
for Individual Entrepreneurs, Labour Productivity and
Employment Support, as well as the Strategy for
the Scientific and Technological Development of the
Russian Federation until 2035 and the action plans
(roadmaps) of the National Technology Initiative.

The Programme’s key focus areas include:
4 improving flight safety and building an
integrated security and anti-terrorist
system
4 implementing modern technology,
specifically Russian technology where
appropriate, including IT security
software solutions
4 enhancing Aeroflot’s competitive
position, including such key metrics
as the share of the air transportation
market and customer satisfaction with
the services we provide
4 engaging with development institutions,
support of government projects that
foster new economy industries
4 automating the airline’s operating and
administrative processes
4 improving environmental performance,
energy efficiency and resource
conservation
4 increasing labour productivity and
creating highly productive jobs.
The KPIs under the Innovative
Development Programme reflect the
long-term vision for the Russian and
international air transportation market and
the goals of the Long-Term Development
Programme, the Strategy and the
Investment Programme. The Innovative
Development Programme’s KPIs include
reduced product costs, flight safety levels,
NPS, lower fuel costs, increased labour
productivity, etc.

One-stop-shop system
PJSC Aeroflot has an automated
one-stop-shop system to manage
proposals for innovative solutions coming
from SMEs and other participants of
the Company’s innovation ecosystem.
The system enables the SMEs to originate
innovative proposals related to Aeroflot’s
business. The proposals are reviewed by
the Committee for Innovative Development
under PJSC Aeroflot’s Management
Board. Following the review, decision is
made whether the innovation proposal
can be implemented in Aeroflot Group
companies. A total of 62 proposals have
already been reviewed, including 14 in
2019, four of which are being further
reviewed for possible implementation.

Intellectual property assets
A stock-taking of intellectual property
rights was conducted in 2019 in
accordance with Russian Government
Directive No. 7050p-P13 dated
30 August 2018 and a resolution of the
Company’s Board of Directors. A total of
1,752 PJSC Aeroflot’s intellectual property
assets were identified, including 238 items
for which it is feasible to seek legal
protection.

PSJC Aeroflot’s intellectual property assets
registered in Russia (cumulative total)
96
Trademarks
Trademark
applications

+31

Inventions/utility
models

40
29

Applications
for an invention

14
1

5

Before
2013

2

8

2014–2018

2

+6

Industrial
designs

2019
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Ensuring that subsidiary IT operations are up-to-date
is a key development priority for Aeroflot Group.
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IT development
in subsidiaries
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As at the end of 2019, PJSC Aeroflot
had 128 registered intellectual property
assets. Key areas were aviation security
and IT solutions. For example, in 2019 the
Company obtained a patent for a method
of detecting of explosives and other
target substances in Eurasia and the US,
and validated the patent in a number of
European countries.
A positive resolution was also obtained
granting two patents for an automated
information system for pilot training.
Trademark registration is the most
effective corporate identity protection
method today, and when a brand is
widely recognised, it becomes a practical
necessity. With that in mind, the Company
obtained 22 trademark certificates and
filed over 20 new applications in 2019.

PJSC Aeroflot
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Aircraft Maintenance
and Repair
Key innovation development projects in 2019
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Construction of a new advanced
hangar facility that is completely
unique for Russia

Digital take-off and landing
research.
Development of a software
solution to use SSJ100 aircraft
take-off and landing data and flight
documentation on Electronic Flight
Bags

Construction of Hangar 4 for aircraft maintenance and repair at Sheremetyevo airport
continued in 2019. Hangar 4 is a unique patent-protected facility. It is designed
to accommodate one wide-body Boeing 777 or up to three narrow-body aircraft.
The hangar will improve the Company’s operating performance by reducing aircraft
downtime when there is a failure, and for maintenance or engine change. The project
will also create new jobs as well as reduce outsourcing by expanding the range
of in-house maintenance services for Aeroflot’s aircraft.

Expected project outcome is pilots and engineers adopting the software solution
to use SSJ100 aircraft take-off and landing data and flight documentation
on Electronic Flight Bags.

Research project to study the
possibility of building a predictive
model of aviation incidents
frequency in specific flight
conditions

Aeroflot uses an innovative approach exploring new flight safety management options
in an environment of growing flight hours, increased cockpit crew workload and evolving
flight conditions. The project studied the possibility of building a predictive model
of aviation incidents frequency in specific flight conditions. Modelling was based on
aircraft specifications and performance, flight crew performance, aerodrome network
characteristics, flight hour projections and external factors. The result is a reliable model
predicting aviation incidents frequency, built on the information from the database.
The study helps identify the limitations of the existing database and formulate
recommendations for further development of the Company’s information systems
and databases.

Digitalisation projects

4

PJSC Aeroflot

4
4
4
4
4
4
4
4

Development of a software solution to prepare consolidated targets of
Aeroflot Group’s Innovative Development Programme and improvement of the
automated monitoring system
Development of an Executive Dashboard software solution at PJSC Aeroflot
Continuous delivery for website updates
Cargo agent’s personal account
Upgrade of document scanning features of the government-sponsored flights
booking system
Cargo Air, an automated system for predicting cargo and mail capacities
E-ticket and boarding pass import into the Google Pay app
Further development of the automated ETA module
Occupational Safety system, and others

Aeroflot Group has an efficient aircraft maintenance,
repair, and overhaul (MRO) system aimed at
ensuring high fleet reliability, flight safety and on-time
performance.
The MRO policy of Aeroflot Group airlines provides for
strict compliance with the requirements of countries
of registration, maintenance programmes and aircraft
lease agreements. It is focused on enhancing capacity
and technical competencies, rolling out cutting-edge
technological solutions and providing employee
training and development opportunities while improving
economic efficiency.
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Base
maintenance
01

Line
maintenance
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1

Moscow

Sheremetyevo
airport
Aeroflot, A-Technics

2
1

Wide-body hangars

7

hangars

to maintain and repair aircraft

Narrow-body hangar

5 types of aircraft

5

Airbus A320F

3
1
2

03
04

PJSC Aeroflot’s Aircraft Maintenance
Department holds and maintains certificates
issued by European, Bermudian, and Russian
aviation authorities for maintenance of the
following types of aircraft and components:

Airbus A330
4

Each of the Group companies has
departments responsible for airworthiness
and maintenance of operated aircraft.
Aeroflot Group has in place a strategic
programme to centralise maintenance
of aircraft and components for Aeroflot and
subsidiary airlines. The centralisation provides
for separating base and line maintenance.

Boeing 777
Boeing 737-800NG
MRO divisions at PJSC Aeroflot

SSJ100

2

4

5

6

Moscow

Saint Petersburg

Orenburg

Vladivostok

Yuzhno-Sakhalinsk

Vnukovo
airport

Pulkovo
airport

Orenburg
airport

Vladivostok
airport

Yuzhno-Sakhalinsk
airport

A-Technics

Rossiya

A-Technics

Aurora

Aurora

1

2

1

4 types of aircraft

4 types of aircraft

1 type of aircraft

3 types of aircraft

3 types of aircraft

Airbus A320F

Airbus A320F

Boeing 737

Airbus А319

Airbus А319

Boeing 737

Boeing 737

DHC-6-400

DHC-6-400

Boeing 747

Boeing 747

DHC-8-200/300/400

DHC-8-200/300/400
*

Boeing 777

Boeing 777

Wide-body hangar

PJSC Aeroflot

3

Narrow-body hangars

Aircraft
Maintenance
Department

Maintains aircraft operated
by Aeroflot and other Group airlines

Airworthiness
Department

Maintains airworthiness of aircraft
operated by Aeroflot, manages technical
condition of the fleet throughout the
entire aircraft life cycle, develops and
implements PJSC Aeroflot’s strategy and
policy covering aircraft operation

Quality Assurance
Department

Narrow-body hangar

*

Not including С-check.

Develops a quality management
system for aircraft maintenance and
airworthiness

4 Airbus А320F (Line maintenance, A-check,
C-check, 6YE-check);
4 Boeing 737 (Line maintenance, Base
maintenance);
4 Airbus A330 (Line maintenance, A-check,
C-check);
4 Boeing 777 (Line maintenance);
4 SSJ 100 (Line maintenance, Base
maintenance);
4 Airbus A350 (Line maintenance).
Scheduled maintenance of all types
of operated aircraft is performed under
programmes developed in line with the
guidelines provided by aircraft and key
components manufacturers. Maintenance
of key aircraft components, such as engines,
landing gear, and auxiliary power unit (APU) is
performed by third-party contractors.
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Maintenance facilities
at airports and types
of maintenance
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The Company serviced 145.3 thousand
takeoffs at Sheremetyevo (base airport) in
2019, up 9.3% year-on-year. Labour intensity
per flight hour of Aeroflot fleet aircraft was
2.00 hours in 2019 (vs 2.27 in 2018).
In addition to own fleet maintenance,
the Company offers maintenance services
to third-party customers. Technical support
services were provided to 31 airlines
(including foreign ones) and 42 aircraft
operators and MRO companies in 2019.
During 2019, around 40% of Aeroflot airline’s
fleet heavy maintenance operations were
performed by in-house maintenance facilities
and 61% were carried out by contractors.
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Type of

Description

maintenance

Transit
Check

Oil Check

4 After each landing at the base
airport for Airbus A320/321,
Boeing 737, SSJ100
4 After each landing for Boeing 777,
Airbus A330

General inspection of the aircraft,
cabin inspection, engine oil top-up

4 24 hours for Airbus A320/321

Engine oil top-up

Daily Check

4 48 hours for Boeing 737, 777,
SSJ100

Inspection of wheels, brakes,
fluid and gas refill

3 DY Check

4 72 hours for Airbus A320/321, 330

Inspection of wheels, brakes,
fluid and gas refill

Weekly
Check

4 7 days for SSJ100

Inspection of the cargo compartment
and cabin equipment and furnishings

10 DY Check

4 10 days for Airbus A320/321, 330,
Boeing 777

Inspection of the cargo compartment
and cabin equipment and furnishings

Service
Check

4 500 flight hours for Boeing 737

Inspection of the cargo compartment
and cabin equipment and furnishings,
generator oil top-up

375FH Check

4 375 flight hours for SSJ100

Landing gear lubrication

A Check

4 750 flight hours for
Airbus A320/321, SSJ100
4 800 flight hours for Airbus A330
4 1,000 flight hours for Boeing 737,
777

Inspection of key zones of the
aircraft, systems functional check,
lubrication of landing gear and flight
control systems

4 7,500 flight hours for
Airbus A320/321, SSJ100,
Boeing 737
4 18 months for Airbus A330
4 3 years for Boeing 777

Detailed visual inspection with
inspection panels open, systems
operational check

4 6 and 12 years for
Airbus A320/321, 330, Boeing 737
4 8 and 12 years for Boeing 777,
SSJ100

Detailed visual inspection of structural
elements for corrosion and fatigue,
involves deep aircraft teardown

C Check

D Check

PJSC Aeroflot

Frequency and aircraft type

Take-offs serviced at Sheremetyevo airport

145.3

thousand

2019

145.3

2018

136.0

2017

121.2

2016

109.5

2015

103.2

Labour intensity per flight hour
of Aeroflot airline aircraft

2.00

man-hours

2019

2.00

2018

2.27

2017

2.23

2016

2.36

2015

2.39

A-Technics is a Group subsidiary that
specialises in maintenance and repair of
aircraft and components. The company
has maintenance centres in Moscow’s
Sheremetyevo and Vnukovo and in
Orenburg airport.
A-Technics enjoys successful and
steady growth. Base maintenance
of Aeroflot airline’s SSJ100 fleet was
organised at Sheremetyevo airport in
2019. Six regional line maintenance
stations have been set up in six cities
(Belgorod, Voronezh, Nizhny Novgorod,
Saratov, Stavropol, Ulyanovsk).
A-Technics was rated to carry out base
maintenance of Airbus A321 aircraft at
Sheremetyevo airport.
A line maintenance station for SSJ100
and Boeing 737 aircraft has been set up
at Krasnoyarsk.
In 2019, A-Technics serviced
35 Rossiya’s aircraft, 91 Aeroflot’s
aircraft and 10 Pobeda’s aircraft, as well
as other airlines’ aircraft.

A-Technics won the Achievement
of the Year in Russian MRO
Market award at the MRO Russia
and CIS event.

01
02

Maintenance facility and line maintenance station at Vnukovo
Focus on line and base maintenance for Boeing 737 NG, 747, 777, Airbus A320F.
Line maintenance of SSJ100.
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Frequency of aircraft inspections

03

~300

13,000 sq m

maintenance specialists
averaging twelve years of expertise
in aircraft MRO.

of maintenance facilities,
including two wide-body hangars, repair shops.

04

Line maintenance station at Sheremetyevo
Focus on line maintenance for Boeing 737, Boeing 747, Boeing 777, Airbus A320F, SSJ100.

~170
maintenance specialists
averaging ten years of expertise
in aircraft MRO.

Orenburg branch
Focus on base maintenance for Boeing 737.
Full range of MRO shops with advanced equipment.

~190

4,000 sq m

maintenance specialists
averaging ten years of expertise
in aircraft MRO.

of maintenance facilities,
including two narrow-body hangars.

PJSC Aeroflot
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Flight safety level is assessed with an
integrated indicator calculated as the
number of aviation incidents (taking
account of their overall flight safety
impact) to fleet flight hours.

01
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The flight safety index for Aeroflot Group
was 99.261% in 2019, staying
comfortably within the 99.000%–99.9%
average range for this indicator.
The flight safety index for Aeroflot airline
was 98.932%, below the 2019 target
(99.957%).

03
04

The lower 2019 indicator for
Aeroflot airline vs 2015–2018 was due
to the 5 May 2019 aviation incident with
SSJ 100 aircraft that had an impact on
the Group’s indicator of flight safety level
as well.

PJSC Aeroflot

The Safety Assessment of Foreign Aircraft
(SAFA) ratio improved in 2019 vs previous
years, down to 0.17 for Aeroflot Group
and 0.27 for Aeroflot airline, driven by
fewer irregularities reported by EU SAFA
ramp inspections (conducted by ECAC
inspectors under the SAFA programme
in Europe), reflecting Aeroflot Group’s
successful efforts in this area.

Flight safety and aviation security have
always been a top and unconditional priority
for Aeroflot Group. PJSC Aeroflot complies
with Russian and international standards in
flight safety.

Annual Report 2019

Flight safety

The SAFA ratio for the Group companies
does not exceed the Blacklist threshold
(Ratio ≤ 2) and as such meets the
EU requirements as well the target ratios
set by the Company (Ratio ≤ 0.95).
Aurora airline was not subject to any
inspections under the SAFA programme
as the company did not offer flights to
Europe.

Flight safety level for Aeroflot Group

Flight safety level for Aeroflot airline

99.261

98.932

%

01
02

%

2019

99.261

2019

98.932

2018

99.975

2018

99.974

2017

99.970

2017

99.972

2016

99.972

2016

99.976

2015

99.976

2015

99.978

PJSC Aeroflot conducted regular
inspections in 2019, including:
4 airport refuelling facilities via the IATA Fuel
Quality Pool (IFQP)
4 monitoring of Aeroflot Group’s fleet for
compliance with SAFA ramp inspection
requirements, inspections of aircraft,
safety equipment and on-board
documentation
4 apron inspections at Sheremetyevo
airport and quality inspections of ground
handling and maintenance

STRATEGIC REPORT

Flight Safety
and Aviation Security
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4 inspections of airport readiness for
ground handling and maintenance in
relation to the launch of new scheduled
flights
4 inspections of airports covered by
Aeroflot airline’s route network and
representative offices
4 daily inspection of Sheremetyevo
airport’s airfield for bird activity control
measures, inspection of wildlife
management equipment and utilization
of advanced technical developments.

PJSC Aeroflot
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Aviation and transportation security

03
04

PJSC Aeroflot’s Safety Management
Committee plays an important role in flight
safety management. The Committee’s
main responsibilities include risk analysis
and development of measures to achieve
targets for flight safety and prevention of
aviation incidents. In 2019, flight safety
management system development
measures included an operational risks
analysis followed by recommendations
and mitigation proposals and capability
expansion of the Flight Safety Risk
Manager IT system.

PJSC Aeroflot continues to develop its
voluntary reporting system. Under the
initiative, employees can submit reports
in the Voluntary Reporting section on
the Company’s intranet. All reports are
reviewed and processed, with corrective
action developed as necessary.
The company implements innovative
technology to further improve flight safety
management. A research project to study
the possibility of building a predictive
model of aviation incidents frequency in
specific flight conditions was launched
in 2019. The study covered the search
for and analysis of external and internal
data on aviation incidents and a review
of possible approaches to using machine
learning in predicting aviation incidents.
Aeroflot takes an active part in industry
activity on aviation security and flight
safety. For example, in 2019 Aeroflot
participated in a meeting at the Federal
Air Transport Agency to discuss the
Civil Aviation Flight Safety Programmes
project.

SAFA ratio for Aeroflot Group airlines, 2019
Aeroflot Group
0.17
Aeroflot

0.27
Rossiya

0.03
Pobeda

0.02

SAFA ratio for Aeroflot airline
2019
2018

Blacklist threshold:
SAFA Ratio >2

0.27
0.30

2017

0.45

2016

0.45

2015

0.21

In 2019, Aeroflot participated in the
scheduled audit of the Russian Federation
under the Universal Security Audit
Programme Continuous Monitoring
Approach (USAP-CMA). ICAO’s audit
findings noted the high level of aviation
security at PJSC Aeroflot, consistent with
best international practice.
Aeroflot has measures in place to ensure
a high level of aviation and transportation
security, as well as passenger and
employee health and safety through
liaising with airport security services,
airlines and law enforcement authorities.
The Company continues to develop
an automated aviation security
management system. Authorised
Company employees have access to
information about real-time aviation
security system status. The system helps
monitor compliance with the standards
set by the airline’s Security Programme,
recommended ICAO and IATA standards,
and laws of destination airport countries.

PJSC Aeroflot

Aeroflot continued to develop its
canine service, a biotechnical system
for systematic security monitoring of
infrastructure facilities and transport.

The biotechnical system performs
olfactory monitoring of Sheremetyevo
airport facilities to detect explosives
and explosive devices. These additional
security measures using trained dogs
and Aeroflot’s innovative developments
in this area attract a lot of interest from
ICAO experts and canine handlers at
international airports.
The Company is actively involved in
developing the Russian legislation on
aviation and transportation security.
Aeroflot is represented in the Inter-Agency
Working Group on Aligning Aviation and
Transportation Security Regulations
and the Inter-Agency Working Group
on Transportation Security Equipment
Certification, established by the Russian
Ministry of Transport.

01
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Inspections run by the Federal Air
Transport Agency and Federal Service for
Supervision of Transport (Rostransnadzor)
commissions reaffirmed Aeroflot’s ability
to operate safe commercial flights as
required by the Federal Aviation Rules.

03
04

The Company’s experts continued
their longstanding involvement with
SkyTeam Aviation Security Functional
Experts (ASFE) group. For many years,
Aeroflot’s representatives in ASFE have
led the experience sharing programmes to
address unruly and disruptive passenger
incidents.

PJSC Aeroflot
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IFRS financial highlights, RUB million
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2015

2016

2017

2018

2019

Revenue

415,173

495,880

532,934

611,570

677,881

Growth, %

29.8

19.4

7.5

14.8

10.8

103,118

137,567

121,808

—

—

24.8

27.7

22.9

—

—

58,703

78,004

56,015

151,517

168,924

14.1

15.7

10.5

24.8

24.9

44,107

63,254

40,411

60,736

60,663

10.6

12.8

7.6

9.9

8.9

Net profit / (loss)

(6,494)

38,826

23,060

(55,694)

13,512

Net profit margin, %

—

7.8

4.3

—

2.0

(6,494)

38,826

23,060

8,669

13,512

EBITDAR
EBITDAR margin, %

EBITDA
03

03

EBITDA margin, %
04
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Operating profit
Operating profit margin, %

Adjusted net profit

04

PJSC Aeroflot

Aeroflot Group demonstrated
growth across all headline
operating and financial measures
in 2019. Revenue was up 10.8%
to RUB 677.9 billion driven
by passenger traffic increase
by 9.0% to 60.7 million
passengers.

The results of the year experienced
pressure from a number of external factors,
such as aviation fuel prices that remained
high, exchange rate pressure on foreign
currency-denominated cost items and
additional fuel costs, lost revenue from the
temporary closure of Pakistan’s airspace in
the second quarter (which increased flight
time to destinations in Thailand, Vietnam
and India and required commercial load
limitations). Besides, the high demand
for air travel during the 2018 World
Cup resulted in a high base effect for
comparison with summer 2019.

PJSC Aeroflot

Note. Numbers for 2018 have been restated to reflect the adoption of the new IFRS 16 Leases.
EBITDAR = EBITDA + operating lease expenses. EBITDA = operating profit + depreciation and amortization + customs duties.
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Traffic and other revenue
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Despite these factors, Aeroflot Group
almost doubled its 2019 net income
year-on-year, to RUB 13,512 billion.
The positive financial performance was
enabled by the Company’s systematic
efforts in pursuing its revenue and
cost initiatives, such as active capacity
management, launch of value-added
services aimed at enhancing passenger
experience, and tight cost control.
Along with simpler decisions in budgeting
and financial control the Company
implemented a number of initiatives to
increase internal efficiency, including
negotiations with partners to obtain more
favourable financial terms.
With the transition to the new
IFRS 16 Leases, the 2018 results had
been restated and Aeroflot Group’s income
reflected an accounting (“paper”) foreign
exchange difference on debt, resulting in
a 2018 net loss of RUB 55,694 million.
Had these accounting rules applied from
the beginning of 2018, income for the
period would have been RUB 8,669 million.
The updated approach to assessing the
effectiveness of hedging, in place from
1 January 2019 and discussed below,
will reduce the volatility of the Company’s
financial performance from the foreign
exchange rate impact on the Company’s
debt.

Aeroflot Group’s revenue increased
by 10.8% year-on-year to
RUB 677,881 million in 2019.

Transition to IFRS 16
From January 2019, Aeroflot Group’s
accounting policies were modified
to comply with IFRS 16 Leases,
which replaces IAS 17 Leases and
interpretations related to leases.
The new standard sets out the
principles for the recognition,
measurement, presentation and
disclosure of leases. According to the
standard, Aeroflot Group recognises
in the financial statements assets and
liabilities for all leases with a term
of more than 12 months, unless the
underlying asset is of low value, and
records depreciation of the recognised
right-of-use assets and interest on
lease liabilities in the profit or loss of the
period.
When adopting the new standard,
Aeroflot Group made a decision to
apply the full retrospective approach
which requires each prior reporting
period presented to be restated.
Right-of-use assets and corresponding
liabilities and financial assets are
measured at transition as if the new
rules had always been applied.

Thus, prior reporting periods in the
Consolidated Statement of Financial
Position, Consolidated Statement
of Profit or Loss, Consolidated
Statement of Comprehensive Income,
and Consolidated Statement of Cash
Flows were restated in accordance
with IFRS 16. A significant part of the
Group’s aircraft lease agreements are
in US dollars. Due to recognition of
lease liabilities related to operating lease
agreements for aircraft at transition
to IFRS 16, the Group updated the
approach to assessing the effectiveness
of hedge and defined as a hedge object
the future highly probable revenue equal
to the amount of cash flows under lease
agreements on a discounted basis.
This change has a perspective effect
from 1 January 2019.

Revenue from scheduled passenger
flights increased by 12.2% year-onyear to RUB 557,132 million, driven
by an increase in passenger traffic and
yields. Revenue from charter flights
was down 1.1% to RUB 37,438 million.
Cargo revenue grew by 2.0% year-onyear to RUB 19,282 million following
a 4.3% increase in cargo and mail
volumes.

Revenue, RUB million

Revenue from passenger flights, including
scheduled flights
charter flights
Revenue from cargo flights
Total traffic revenue
Airline agreements revenue
Revenue from partners under the frequent
flyer programme

Other revenue increased by 9.7% yearon-year to RUB 64,029 million driven
by higher revenue from foreign currencydenominated airline agreements and
frequent flyer programme revenue.

Other revenue

Revenue breakdown, 2019, %

Revenue growth decomposition, RUB million

6.0 2.1 1.3
6.0 2.1 1.3
2.8
2.8
5.5
5.5

Total other revenue
Total revenue

01

2018

2019

Change, %

534,292

594,570

11.3

496,454

557,132

12.2

37,838

37,438

(1.1)

18,900

19,282

2.0

553,192

613,852

11.0

36,646

40,883

11.6

02
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04

12,704

14,453

13.8

9,028

8,693

(3.7)

58,378

64,029

9.7

611,570

677,881

10.8

Revenue 2018

611,570
Scheduled flights

60,678
Charter flights

(400)

82.2

82.2

Cargo flights

382

Scheduled flights
Airline agreements
Scheduled flights
Airline agreements
Revenue 2019
Charter flights
Aeroflot Bonus
Charter flights
Aeroflot Bonus
Cargo flights
Other revenue
Cargo flights
Other revenue

5,651
677,881

PJSC Aeroflot

PJSC Aeroflot

Other revenue
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Scheduled flight yields increased by 2.0%
year-on-year to RUB 3.89 per RPK in
2019. Yields on domestic destinations
were up 7.3%, on international
destinations – down 1.7%.

Operating costs

Scheduled flights yields, RUB
Domestic yields

3.71
+7.3%

3.46
International yields

The upward trend in domestic yields was
driven by steady demand for domestic
travel, fuel surcharge adjustment and
active ancillary revenue management.

4.03
4.10
Total yields

04

International yields were lower due
to excess market capacity and
strengthening of the rouble against
the euro by 2.0% year-on-year.
The yield performance was supported
by the introduction of a fuel surcharge
for CIS flights and fare adjustment
for inflation.

2019

+2.0%

2018

Scheduled flights RASK, RUB
3.15

2019
2018

+0.9%

3.12

The revenue per available seat-kilometre
(RASK) was up 0.5% year-on-year
to RUB 3.55.
Total RASK (including other revenue), RUB
2019
2018

PJSC Aeroflot

Aircraft and passenger servicing costs
totalled RUB 127,240 million, up 17.4%
year-on-year, due primarily to the growth
of passenger traffic and increased airport
fees in Russian airports.

3.89
3.81

03

(1.7)%

Excluding aviation fuel costs, operating
costs increased by 15.5% year-on-year
to RUB 426,342 million.

3.55
3.53

+0.5%

Depreciation, amortisation and customs
duties were up 19.3% year-on-year
to RUB 108,261 million. The growth
was due to higher year-on-year
Aeroflot Group’s average fleet in 2019,
as well as the changes in the fleet mix,
i.e. phasing out of aircraft carried at
historic exchange rates and phasing
in of new aircraft in a weaker rouble
environment. Following the transition to
IFRS 16, depreciation and amortisation
become one of the biggest operating
cost items as they affect all aircraft on
the Company’s balance sheet.
Staff costs increased by 12.4% yearon-year to RUB 92,413 million, mainly
due to higher flight crew numbers on the
back of expanding operations.

Operating costs, RUB million

Aircraft, traffic and passenger servicing
% of revenue

Depreciation, amortisation and customs duties
% of revenue

Staff costs
% of revenue

Selling, general and administrative expenses
% of revenue

Aircraft maintenance
% of revenue

Lease
% of revenue

Other expenses
% of revenue

Operating costs, excluding aviation fuel
% of revenue

Aviation fuel
% of revenue

Total operating costs
% of revenue

Selling, general and administrative
expenses increased by 7.1% yearon-year to RUB 31,407 million,
mainly driven by business growth.
Aeroflot Group continues to maintain
strict overhead cost discipline.

Lease costs were RUB 8,099 million and
included short-term leases, variable lease
payments and low-value leased assets,
which are not included in Aeroflot Group’s
balance sheet liabilities and assets under
IFRS 16.

Aircraft maintenance costs
increased by 26.2% year-on-year
to RUB 30,566 million, due to more
maintenance as a result of more flight
hours, weaker rouble and additional
expenses associated with maintaining
product quality.

Other costs were down by 0.4% year-onyear to RUB 28,356 million.

01

Change, %

02

2018

2019

108,371

127,240

17.4

17.7

18.8

1.1 p. p.

90,781

108,261

19.3

14.8

16.0

1.1 p. p.

82,186

92,413

12.4

13.4

13.6

0.2 p. p.

29,328

31,407

7.1

03

4.8

4.6

(0.2) p. p.

04

24,229

30,566

26.2

4.0

4.5

0.5 p. p.

5,601

8,099

44.6

0.9

1.2

0.3 p. p.

28,474

28,356

(0.4)

4.7

4.2

(0.5) p. p.

368,970

426,342

15.5

60.3

62.9

2.6 p. p.

181,864

190,876

5.0

29.7

28.2

(1.6) p. p.

550,834

617,218

12.1

90.1

91.1

1.0 p. p.
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Cost per Available Seat-Kilometre
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Total CASK was up 1.6% year-on-year
to RUB 3.23, mainly driven by aircraft
and passenger services as well as
depreciation and amortisation. This was
offset by lower CASK in selling, general
and administrative expenses and aviation
fuel costs.

Cash flows

CASK excluding specific fuel costs, RUB

Consolidated statement of cash flows, RUB million

2019
2018

Annual Report 2019
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2.23
+4.7%

2.13

Income before income tax
Depreciation and amortisation
Change in impairment provision

Total CASK, RUB

2018

2019

Change, %

(66,825)

13,803

–

90,129

107,477

19.2

2,887

(2,556)

–

02

(598)

–

6,788

2,368

(65.1)

Interest expense

48,702

49,970

2.6

03

Interest income

(5,365)

(3,711)

(30.8)

03

04

Result from disposal of subsidiaries

(1,240)

(1,555)

25.4

04

Fair value changes of investments

689

(357)

–

Other adjustments

822

(2,067)

–

Working capital changes and income tax paid/refunded

(22,225)

(10,549)

(52.5)

Net cash flows from operating activities

134,002

152,225

13.6

EBITDA

+1.6%

3.18

2018

Finance income and costs

Following the impact of the above
factors, earnings before interest, taxes,
depreciation and amortisation (EBITDA)
amounted to RUB 168,924 million in
2019, up 11.5% year-on-year. EBITDA
margin was up 0.1 p. p. to 24.9%.

Finance income was down 19.5% year-onyear to RUB 5,486 million in 2019, due to
lower interest income on bank deposits.
Finance costs were down 59.5% yearon-year to RUB 52,050 million, mainly
due to the fact that revenue hedging with
foreign exchange-denominated liabilities in
relation to leases previously classified as
operating leases was not applied in 2018.

As a result, non-cash foreign exchange
effect on revaluation of total operating leaserelated liabilities was reflected in finance
costs following a 20.6% appreciation of the
US dollar in 2018.

Hedging result

Deposits return

23,926

16,791

(29.8)

(21,152)

(23,969)

13.3

Proceeds from sale of property, plant and equipment and assets held for sale

4,296

10,079

134.6

Interest received

3,115

1,803

(42.1)

Deposits placement

Purchases of property, plant and equipment, right-of-use assets, intangible assets and capitalised
repair expenses

As a result of the above factors,
Aeroflot Group’s net profit for 2019 was
RUB 13,512 million.

(34,656,)

(26,781)

(22.7)

Prepayments / return of prepayments for aircraft, net

10,080

(22,200)

–

(Repayment) / return of operating lease security deposits, net

(2,428)

40

–

Payment for financial assets under lease contracts, net

(2,321)

(2,132)

(8.1)

136

224

64.7

Net cash flows used in investing activities

(19 004)

(46,145)

142.8

Free cash flow

114,998

106,080

(7.8)

350

36,161

–

(131)

(23,674)

–

Other
EBITDA, RUB million,
and EBITDA margin, %

Non-operating income and loss, RUB million

2019

168.9
24.9

2018

151.5

PJSC Aeroflot

24.8
EBITDA

EBITDA margin

Operating profit
Income / (loss) from investments, net
Finance income
Finance costs
Hedging result
Share of results of associates
Results from disposal of companies

2018

2019

Change, %

60,736

60,663

(0.1)

(689)

357

–

6,816

5,486

(128,394)

(52,050)

Receipt of loans and borrowings
Repayment of loans and borrowings

97,040

–

–

Repayment of the lease liabilities principal

(73,795)

(78,694)

6.6

(19.5)

Interest paid

(44,028)

(45,993)

4.5

(59.5)

Dividends paid

(14,543)

(3,286)

(77.4)

(139,187)

(115,486)

(17.0)

(6,788)

(2,368)

(65.1)

254

160

(37.0)

1,240

1,555

25.4

Purchase of treasury shares, net

Net cash used in financing activities
Effect of exchange rate fluctuations

1,922

(1,422)

–

(22,267)

(10,828)

(51.4)

Cash and cash equivalents at the beginning of the year

45,978

23,711

(48.4)

Cash and cash equivalents at the end of the year

23,711

12,883

(45.7)

Net decrease in cash and cash equivalents

PJSC Aeroflot

79,640

3.23

2019

Gain / (loss) on foreign exchange, net

01
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Capital expenditure
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Working capital

Free cash flow

Net cash flows from operating activities
reached RUB 152,225 million in 2019,
while income before income tax amounted
to RUB 13,803 million.

Working capital changes were
RUB 11,676 million in 2019. The biggest
effect was from increase in accounts
receivable and prepayments. This item
was down significantly year-on-year
as a result of a decrease in accounts
receivable, partly offset by VAT and other
taxes recoverable.

Free cash flow was RUB 106,080 million
in 2019. The decrease by 7.8% year-onyear was due to the increase in cash flows
used in investing activities as a result of
prepayments for aircraft in the amount of
RUB 28,592 million (vs RUB 13,888 million
in 2018) and the return of prepayments for
aircraft in the amount of RUB 6,392 million
(vs RUB 23,968 million in 2018).

The significant growth in income before
income tax year-on-year in 2019 is
attributable to hedge accounting of foreign
exchange effect which, according to IFRS,
can be applied only prospectively, starting
from 1 January 2019. Significant foreign
exchange loss was recorded in 2018
because this hedging was not applied to
the foreign exchange effect on revaluation
of aircraft finance lease liabilities prior to
1 January 2019.
Other significant non-cash adjustments
to income before income tax to arrive at
net cash flows from operating activities
were: depreciation and amortisation; other
adjustments line which mostly includes
income from disposal of property, plant
and equipment and assets held for sale as
well as the positive effect from revaluation/
modification under lease contracts in
accordance with IFRS 16; a recovery of
provision.

Another effect on the cash flows from
operating activities was from a decrease
in accounts payable and accrued liabilities
as a result of the change in accounts
payable for aircraft and engine overhauls,
as well as the change in unearned traffic
revenue.

Cash and cash equivalents decreased
by 48.4% to RUB 23,711 million due
to, among other factors, the effect of
exchange rate fluctuations.

Capital expenditure (net), RUB million

01

2018

2019

Change, %

Purchases of property, plant and equipment
and intangible assets

(12,099)

(9,526)

(21.3)

Purchases of right-of-use assets

(10,090)

(2,236)

(77.8)

Capitalised repair expenses

(12,467)

(15,019)

20.5

4,203

6,192

47.3

93

3,887

–

Total capital expenditure, net

(30,360)

(16,702)

(45.0)

Total capital expenditure excluding purchases
of right-of-use assets

(20,270)

(14,466)

(28.6)

Total capital expenditure excluding capitalised
repair expenses

(17,893)

(1,683)

(90.6)

Proceeds from sale of assets held for sale
Proceeds from sale of property, plant
and equipment

02

03
04

Cash flows, RUB million
Net cash flows from operating activities

152,225
134,002

+7,3%

Net cash flows used in investing activities

46,145
–1,7%

19,004
Free cash flow

106,080
114,998
2019

PJSC Aeroflot

Purchases of property, plant and
equipment and intangible assets were
RUB 9,256 million in 2019, down 21.3%
year-on-year due to the high base
effect caused by a number of one-off
effects from purchases of plant and
equipment in 2019. Purchases of rightof-use assets were RUB 2,236 million,
down 77.8% year-on-year, mostly due to
prepayments for right-of-use assets under
IFRS 16 Leases. Such prepayments were
approximately RUB 2.2 billion in 2019
(vs RUB 10.1 billion in 2018). Capitalised
repair expenses increased by 20.5% to
RUB 12,467 million, mostly due to higher
maintenance volumes in 2019.
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Cash flows from operating activities

+2,0%

2018

PJSC Aeroflot
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Financial Review
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01

STRATEGIC REPORT

02

Non-current assets were down 5.3% yearon-year in 2019 to RUB 786,466 million.
The change was due to a decrease in the
amount of right-of-use assets.
Current assets were up 7.0% to
RUB 146,852 million. The change came
from an increase in accounts receivable
and prepayments, mostly driven by
prepayments for acquisition of aircraft.

Debt and liquidity

Change in prepayments for aircraft (non-current portion), RUB million
31.12.2018

21,148
Advances paid

25,795
Non-current prepayments reclassified to current prepayments

(26,198)
31.12.2019

20,745

Change in prepayments for aircraft (current portion), RUB million

03

31.12.2018

04

5,770
Advances paid

2,797
Non-current prepayments reclassified to current prepayments

26,198
Advances returned

(6,392)
Exchange rate differences

622
31.12.2019

28,995

PJSC Aeroflot

Equity

Equity, including non-controlling interest,
increased to RUB 1,950 million in 2019
(from RUB 61 621 million negative in
2018). The key reason behind the change
in equity was a RUB 54,033 million
change in effect from the hedge reserve,
which comprised revaluation of derivatives
assessed as effective under IAS 39 and
revaluation of finance lease liabilities.

Current and non-current liabilities

Current liabilities remained almost flat
year-on-year in 2019, up just 0.5%.
The change was because short-term
loans and borrowings and current portion
of long-term loans and borrowings
were higher by RUB 12,393 million and
unearned traffic revenue was higher
by RUB 3,525 million, while lease liabilities
were lower by RUB 7,714 million and
liabilities related to assets classified
as held for sale were lower by
RUB 6,254 million.

The main changes in non-current
liabilities were because lease liabilities
were lower by RUB 91,093 million,
mainly due to the repayment of liabilities,
and provisions for liabilities were lower
by RUB 10,103 million, mainly due to the
use of the provision for regular repairs and
maintenance works.

Following the changes in the accounting
policy related to the introduction of
the IFRS 16 standard, lease liabilities
increased mainly by the stated amount
of liabilities that existed under lease
agreements previously classified as
operating leases.
Previously, future payments under these
agreements were not classified as
liabilities and were not reflected in the
balance sheet, while current payments
under agreements relating to comparative
reporting periods were reflected in the
profit and loss account. Therefore,
the change in debt under the IFRS 16
standard is an accounting (“paper”)
change that is not associated with a
real increase in the company’s liabilities
or a change in its financial position.
The business model of Aeroflot Group
and its contractual obligations have not
changed.
As of 31 December 2019, total
Aeroflot Group’s debt in accordance
with IFRS 16 decreased by 13.1%
compared to 31 December 2018, to
RUB 573,700 million. The reduction
was due to adjustments to the valuation
of leases following the strengthening
of the rouble against the US dollar as
at 31 December 2019 compared to
31 December 2018, and repayment of
debt in accordance with the repayment
schedule.
Future interest payments under lease
contracts as at 31 December 2019 were
RUB 166,868 million.

Debt, RUB million

01
02

2018

2019

Change, %

3,486

15,792

4.5х

655,931

557,124

(15.1)

908

784

(13.7)

660,325

573,700

(13.1)

Cash, cash equivalents and short-term
investments

30,148

25,861

(14.2)

03

Net debt

630,177

547,839

(13.1)

04

Loans and borrowings
Lease liabilities
Pension liabilities
Total debt

Breakdown of total debt, %

85.5

Non-current portion

Breakdown of loans and borrowings
by currency as at 31 December 2019,
RUB million
424

14.5

Current portion
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15,368

424

15,368

Russian rouble
Russian rouble
US dollar

US dollar

Lease repayment schedule as at 31 December 2019 (excluding future interest payments),
RUB million
318,557

26,273

2023+
2022

55,344

16,056

55,959

14,121

2021
2020

56,899

Operating lease

13,915

Finance lease

PJSC Aeroflot
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Sustainable
Development

Approach
to Sustainable Development
Aeroflot Group is committed to
addressing key sustainability issues,
such as customer safety, compliance
with statutory requirements and ethical
standards, personnel development,
ensuring occupational safety and
minimising our environmental impact.

01
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PJSC Aeroflot is additionally committed to
supporting the SkyTeam Corporate Social
Responsibility Statement by achieving
sustainable economic prosperity,
protecting the natural environment and
promoting social responsibility towards
employees both within the Company and
throughout its supply chain.
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04

PJSC Aeroflot’s Public Council held
two meetings in 2019. The Council
is a consultative and advisory body
enabling the Company to formulate
its policy on key sustainability issues
with due regard for the interests of
society. At the meetings, the Council
discussed the Company’s development
plans, including those related to the
implementation of its Strategy. The Public
Council comprises prominent figures of
the Russian business community, mass
media, civil society organisations and
industry associations, as well as artists
and athletes; the Council members serve
on a pro-bono basis.
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As Russia’s largest carrier and a leader in the
global airline industry, Aeroflot Group is fully aware
of its responsibility to society and is committed
to sustainable development, striving to conduct
its business with due respect for the interests
of all stakeholder groups, including passengers,
employees, shareholders and investors.

E

Environmental protection:
emissions, waste, energy and efficiency

S

Social responsibility:
safety, service, training, labour and contribution to society

G

Governance:
corporate governance, anti-corruption and cybersecurity
PJSC Aeroflot

PJSC Aeroflot

Key sustainability topics of Aeroflot Group

Sustainable Development
continued
PJSC Aeroflot’s contribution to some of the UN Sustainable Development Goals
Goal

Description

Aeroflot Group’s action

Achieve gender equality
and empower all women

Preventing discrimination for employees, including gender-based discrimination.
Encouraging the professional growth of women in the civil aviation sector, including
piloting.

Corporate values
CUSTOMER
TRUST

RESULTS
FOR SHAREHOLDERS

01

01

STRATEGIC REPORT

02

03
04

Annual Report 2019

137

Promote inclusive and
sustainable economic growth,
employment and decent work
for all

Build resilient infrastructure,
promote sustainable
industrialisation and foster
innovation

Creating jobs, offering decent salaries, ensuring a safe working environment,
providing growth and development opportunities and a wide range of employee
benefits.

Improving transport accessibility across Russia’s regions:
4 through our flat fares programme

Each airline within our Group guarantees its customers
faultless safety and a high quality service at all stages
of air travel.

Our goals are to achieve sustainable and dynamic
growth, increase the Company’s value and provide
a stable income to our shareholders.

We strive to exceed the expectations of our customers
and do everything possible to ensure that our
customers come back to us again and again.

We are committed to high standards of corporate
governance and business ethics.

We work hard every day to ensure the highest
safety level.

We are a company with transparent reporting and are
always open to our partners and shareholders.

02
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03

4 through the programme of government-sponsored flights

04

4 by increasing the number of inter-regional flights
4 by expanding low-cost services.
Digitalisation of the Company.
Providing cargo services.
Make cities inclusive, safe,
resilient and sustainable

Ensure sustainable consumption
and production patterns

Supporting vulnerable groups
Promoting culture and sports.

Introducing resource-saving processes and technology.
Engaging in waste management and recycling.

SOCIAL
RESPONSIBILITY
We care about the environment and are continuously
improving our energy and environmental efficiency,
using a modern and young aircraft fleet and the most
advanced technology while ensuring compliance with
Russian environmental laws.

We are a close-knit team of professionals who cannot
imagine life without wings.

We are fully aware of our responsibility to society and
actively participate in significant social initiatives and
charitable projects in fruitful collaboration with local
and national non-profit organisations.

We comply with labour laws and create a safe working
environment for our employees while requiring our
suppliers and contractors to do the same.

We actively participate in developing the Russian air
transport network and creating new jobs in Russian
regions.
Take urgent action to combat
climate change and its impacts

Implementing the Energy Saving and Environmental Performance Programme
aiming at a 43.6% reduction in specific fuel consumption by 2020 vs the 2007
levels.

TEAMWORK

We are always open to innovation, initiatives and new
knowledge in order to develop and move forward.

We respect our colleagues and are always ready to
engage in a constructive dialogue in order to achieve
results.
We provide a stable working environment with equal
opportunities for learning and personal growth.

Fully monitoring and recording GHG emissions throughout the route network.
Optimising the route network and rolling out new piloting techniques to reduce
noise and air pollution.

Revitalise the global partnership
for sustainable development

The activities of PJSC Aeroflot’s Public Council.
Social partnership with trade unions.
Following SkyTeam’s CSR principles and commitments.

PJSC Aeroflot

PJSC Aeroflot

Operating new aircraft types offering enhanced fuel efficiency.

HR policy is a key element to maintaining Aeroflot’s
sustainable growth. Aeroflot seeks to attract and retain top
industry talent, providing employees with professional and
personal development opportunities.

03
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Priority areas of our HR policy

Recruit
talent, including
for cockpit and
cabin crew
positions

Retain
top talent and
drive their loyalty

Build up
a talent pool

Conduct
employee
certifications

PJSC Aeroflot

Provide
сemployees with
social benefits

Boosting
Aeroflot’s profile
as the employer
of choice in the
airline industry

Provide timely
training and
retraining, including
for working on board
new types

Develop
incentive
systems

The Company offers competitive pay
and a wide range of employee benefits,
advantages and privileges. Aeroflot Group
airlines run multiple programmes to provide
social benefits, incentive schemes and
training opportunities empowering each
employee to fulfill their potential.
Aeroflot recognises the value of human
resources and is strongly focused on driving
performance improvements and labour
productivity gains by building a unique
team of highly professional and engaged
employees. Excellent corporate culture
is an essential element of the Company’s
competitive edge. The Company uses its
intranet portal to conduct regular surveys
assessing employee engagement on
a range of matters across corporate culture,
corporate philosophy and corporate values
and how they are linked to Aeroflot’s
Strategy.
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The Company strictly follows both Russian
and international laws that concern employee
rights and freedoms, provides equal
opportunities and has zero tolerance for any
form of discrimination on political, religious,
ethnic, or other grounds when implementing
its HR policy, remuneration policy, and
providing social benefits. The Company has
never used, and does not tolerate, child,
compulsory or forced labour.
The Company’s key ethical and moral
standards and rules of conduct are set
out in the Corporate Conduct Code
of PJSC Aeroflot.

PJSC Aeroflot
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Personnel structure

03
04

As at 31 December 2019, PJSC Aeroflot’s
headcount was 23,171 (24,261 as at
31 December 2018). The 4.5% yearon-year headcount decrease was due
to the outsourcing of ground handling
and maintenance to LLC Sheremetyevo
Handling. The total number of hours
worked by the Company employees in
2019 was 30,759 thousand.

Aeroflot Group’s headcount, thousand people

PJSC Aeroflot’s headcount, thousand people

2019

41.3

2019

23.2

2018

41.3

2018

24.3

02

2017

39.1

2016
2015

86

female pilots

were employed
by Aeroflot Group airlines

2017

23.0

36.7

2016

21.6

34.0

2015

20.4

As at 31 December 2019, PJSC Aeroflot
employed 57 international pilots (including
nationals of Argentina, Australia,
Azerbaijan, Belarus, Brazil, Columbia,
the Czech Republic, Hungary, Italy, and
Luxembourg).

PJSC Aeroflot

Due to the industry specifics, most of our
employees consider Aeroflot their lifetime
employer: 21.9% have stayed with the
Company for over 15 years.

23,171

employees

PJSC Aeroflot Headcount

57

international pilots

were employed by PJSC Aeroflot

03
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Aeroflot Group’s headcount, 2019, %

Women account for 55.5% of
Aeroflot Group companies’ total
headcount. The parent company,
PJSC Aeroflot, employs 13,089 women
who work in all kinds of fields: flight
attendants, repair and maintenance
staff, tickets sales and distribution
employees, and pilots. As at the end of
2019, 86 female pilots were employed by
Aeroflot Group airlines, including 71 by
Aeroflot, 8 by Rossiya Airlines, 4 by
Aurora Airlines and 3 by Pobeda Airlines.
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As at 31 December 2019, the total
headcount of Aeroflot Group companies
was 41,296, almost flat year-on-year
(41,299 as at 31 December 2018).

PJSC Aeroflot’s headcount, 2019, %

4.3 2.9 1.0
5.6

16.9
31.0

13.0

49.1

by company

by category
11.1

32.4

12.5

2.2
21.4

38.4

by category

by age

56.1
40.9

7.2

20.8

16.4

10.4

by tenure
27.8

17.1

12.6

18.5

30.4

Cabin crew

PJSC Aeroflot

LLC Pobeda Airlines

Cabin crew

29 and under

Up to 1 year

16 to 25 years

Cockpit crew

JSC Rossiya Airlines

LLC A-Technics

Cockpit crew

30–39

2 to 5 years

26 to 35 years

Airline subsidiaries’ ground personnel

JSC Aeromar

Other companies*

Ground personnel

40–49

6 to 9 years

Over 35 years

Other non-airline subsidiaries’ personnel

JSC Aurora Airlines

50 and over

10 to 15 years

Note. Headcount and personnel as at end-2019.

* Including JSC Sherotel, Aeroflot Aviation School
and LLC Aeroflot – Finance.

Aeroflot Group’s headcount by gender, 2019

Aeroflot topped Forbes 2019 ranking of Russia’s best
employers in the Average Salary and Social Benefits
categories.

41,296
employees

55.5
Female

%

44.5

%

Male

PJSC Aeroflot

01

Women at PJSC Aeroflot
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Recruitment

Total

01

01

13,098

Pilots

71
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Flight attendants

02

7,344

56.5%
of the total headcount
2.4%

82.6%

of the total cockpit
crew count

of the total cabin
crew count

Aeroflot, Federal Air Transport
Agency and UAC held the Best
in the Sky contest for future pilots
of the Russian aicraft.
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PJSC Aeroflot

The Company collaborates with
educational centres and relevant higher
educational institutions and colleges
offering vocational education, takes part
in job fairs and career forums and expos,
and cooperates with employment centres.

Collaboration with civil aviation
educational institutions
The Company annually selects the best
senior-year students of civil aviation
educational institutions who then
complete additional simulator training in
compliance with its corporate standards.
PJSC Aeroflot’s business units engage
senior-year students for work placements
and pre-graduation internships. In 2019,
68 students landed their internships with
Aeroflot.
PJSC Aeroflot is part of a company
scholarship programme funded by the
federal government. In 2019, 78 new
students were admitted to SaintPetersburg State University of Civil
Aviation, Ulyanovsk Civil Aviation Institute
and Buguruslan Civil Aviation School
under the programme.

In total, 425 persons have entered into
company scholarship agreements with
Aeroflot since 2013 when the programme
was launched. A company scholarship
agreement binds the future graduate to
start their employment with the Company
and to stay with it for a certain period.
The Company annually awards up to
50 personal scholarships amounting to
RUB 10,000 per month each to students
of civil aviation educational institutions:
Ulyanovsk Civil Aviation Institute,
Saint Petersburg State University of
Civil Aviation, Buguruslan, Sasovo and
Krasny Kut Civil Aviation Schools, as well
as Yegoryevsk and Kirsanov Civil Aviation
Technical Colleges. Since 2014, Aeroflot
has awarded 285 personal scholarships.

PJSC Aeroflot

Aeroflot is continuously improving its
personnel recruitment process to make
it straightforward and convenient for
candidates and expeditious and effective
for the Company. The Company uses the
latest, advanced candidate assessment
methods, including automated recruitment
procedures that help speed up the
recruitment process and increase its
quality. Heads of units are actively
involved in the professional assessments
of candidates and HR decision-making.
Internal candidates from the talent pool
are given priority. The Company is thus
expanding career growth opportunities for
its employees.

Sustainable Development
continued

Personnel training and development
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Aeroflot Group invests in personnel
training to help employees fulfil their
personal and professional potential.
The employees’ outstanding professional
skills meeting the requirements of
the latest international standards and
the Federal Aviation Rules enables
the Company to achieve operational
excellence.
Key areas of corporate training:
4 New hires onboarding
4 Promotion of the Company’s corporate
culture, values and mission
4 Building of managerial expertise and
skills
4 Targeted training as requested by the
heads of units for specific activity areas
(the topics include stress resistance,
customer focus and teamwork) .
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Pilot training

In 2019, PJSC Aeroflot arranged
training for over 36,000 current and
future employees (some of them
completing more than one training
programme) both in-house and externally
across a range of training, retraining,
professional development and certification
programmes. The Company’s Department
for Aviation Personnel Training delivered
training to 980 people.
Most of the current and future employees
were trained at Aeroflot Aviation School.
Retraining and professional development
courses mainly focused on:
4 ground handling and ground service
operations
4 flight attendant training using Russianmade and foreign aircraft types
4 pilot retraining to fly new aircraft types
4 engineering personnel training
4 aviation security
4 regulations for hazardous cargo
transportation
4 occupational safety
4 foreign languages, etc.

In 2019, training for approximately
2,000 employees was arranged at external
educational institutions and training
centres under the following programmes:
4 Compulsory training of operations
personnel (training for airside ground
handling vehicle drivers and airside
vehicle access coordinators at the
Sheremetyevo airfield; training for state
inspectors, electric car and forklift
drivers; industrial safety, etc.)
4 General training programmes (civil
defence, environmental protection,
environmental safety, etc.)

When hiring pilots with prerequisite
qualifications (such as experience flying
the aircraft types operated by Aeroflot),
candidate pilots pass induction training
in line with established flight crew training
programmes.
Prior to employment, graduates of
aviation-related educational institutions
are to complete additional training:
4 Specifics of international flights
4 Technical English
4 Aviation English (ICAO Level Four).

The graduates undergo the following
training following employment:
4 Pilot retraining to fly Airbus А320,
Boeing 737 or SSJ100 aircraft
4 Additional training in Hazardous Cargo
Transportation by Air, Flight Safety
Management System, Flight Crew
Training on Human Factor and CRM,
and Aviation Security
4 Induction for co-piloting an aircraft.
To streamline graduates’ training,
PJSC Aeroflot organised training for
senior-year students of educational
institutions.
The training is held at civil aviation
educational institutions in Ulyanovsk,
Saint Petersburg, Buguruslan, Krasny
Kut, and Sasovo, helping to reduce the
period from hiring a graduate to their
unsupervised flying by three to nine
months.

Training platform
Aeroflot uses its own training platform
equipped with cutting-edge simulators
and mock-ups to provide training for
cockpit and cabin crews.
In 2019, the training platform was
furnished with an Airbus FFS A350 CAE
full-flight simulator, a DT A321 NEO OWE
overwing exit trainer and a DT A321
main entry door trainer. Annual simulator
certification was arranged for, and
held by, EASA bodies for the following
simulators: FFS A320 Series 5000
and 7000, FFS A330, and B737 NG.
Jointly with Canada’s CAE Inc., Aeroflot
upgraded the FFS B737 flight simulator
software. Aeroflot also decommissioned
the obsolete emergency response training
simulators DT B767 and DT A320, which
had gone past their useful life.
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Attendees of the training programmes
thousand people
33.0 1.0

2.0

2019

36.0
33.2 1.0

2.4

2018

36.6
27.3 2.0

3.2

2017

32.5
19.2

6.0

4.4

PJSC Aeroflot

2016

29.6
13.9

11.2

3.3

2015

Aeroflot Aviation School

28.4

Programmes offered by the Department
for Aviation Personnel Training

External training

PJSC Aeroflot

36.0
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Incentive system

Flight simulators (FSTDs)

Aeroflot considers developing employee
incentives a priority for improving loyalty
and retaining top talent to strengthen the
Group’s competitive edge. The system
comprises financial and non-financial
incentives. Aeroflot uses flexible incentive
schemes and continuously develops its
employee compensation and benefits
packages.

Emergency response training simulators

03

Best in Trade professional skills competition

04

Full-flight simulator:

Training simulators:

4 Airbus A350-900 RR Trent Std. 1.1

4 Safety equipment trainer to practise emergency
water landing

4 Airbus A330-200
4 Airbus A320-200 (Std. 1.9)
4 Airbus A320-200 (Std. 1.7)
4 Boeing 737-800W SFP
4 SSJ100

Procedure trainer:

4 Emergency slide trainer for the relevant aircraft types
4 Real fire fighting trainer

The Company annually holds the Best in Trade professional skills competition.
In 2019, 928 Aeroflot employees representing 33 professions and
20 departments were on the entrants list. Aeroflot also awarded winners in two
new, special categories, The Best Example of Aeroflot’s Values and The Best
Mentor, and also in the Best Representative Office of Aeroflot category.

4 Safety equipment sets used on the relevant aircraft
types
4 Cabin emergency evacuation trainers for main entry
door, galley service door, overwing and emergency
exit procedures and other safety procedures for the
relevant aircraft types

928

employees

33

professions

20

departments

4 Airbus A320
4 Boeing 737-800

Talent pool

PJSC Aeroflot

4 SSJ100
PJSC Aeroflot is building up its mid-level
and top management talent pool.
To facilitate this process, the Company
organises off-the-job and on-the-job
professional development training for its
managers while also ensuring temporary
replacements for managers going on
a business trip or vacation and arranging
external secondments for best practice
sharing.

What distinguishes Aeroflot’s approach
is that the talent pool members are being
trained in the overall managerial skills and
leadership, rather than being prepared
to fill a predetermined position. In 2019,
a new candidate list (of approximately
115 candidates) was drafted; it has been
submitted to the management for review
and approval.

The Company’s remuneration system
takes into account position grades,
business unit performance, regional
labour market specifics, as well as
each employee’s personal contribution.
The Company’s senior management
performance is evaluated against the key
performance indicators approved by the
Board of Directors.
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PJSC Aeroflot’s fleet of aviation simulators used
for aircrew training and qualification testing
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Attracting highly skilled pilots is one of
the Company’s key objectives. Aeroflot
provides competitive pay levels for pilots
as well as regular salary indexation
and one-off incentive payments upon
employment. Aeroflot also compensates
pilot training expenses.
The Company actively develops
non-financial incentives. In line with its
collective bargaining agreement, Aeroflot
rewards employees’ high performance
on industry holidays and national and
corporate anniversaries.

PJSC Aeroflot
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PJSC Aeroflot and its subsidiaries
run a number of social programmes
contributing to the social security
of employees. Throughout 2019,
the Company had a collective bargaining
agreement with employee benefits
considerably expanding the benefits and
compensations established by applicable
labour laws. The collective bargaining
agreement covers all employees.

Occupational pension scheme
PJSC Aeroflot runs a pension scheme
based on joint participation of the
employer and the employee.
Aeroflot’s occupational pension scheme
is coordinated by two corporate
non-governmental pension funds, the
Otkritie Non-Governmental Pension Fund
and the Non-Governmental Pension Fund
of Sberbank. The corporate occupational
pension scheme covered almost
5,800 employees in 2019. The Company
paid an additional 20% of each personal
contribution made by employees towards
their own pension.

PJSC Aeroflot

There is a special pension plan for key
pilots-in-command.

Corporate sports initiatives

Corporate social programmes
2018

2019

6,199

5,767

216

197

Resort therapy for employees and their families, people

3,900

4,261

Company vehicles, people

3,600

3,300

Corporate parking, parking spaces

3,170

3,100

Corporate accommodation, occupied residential units

1,600

1,700

Reimbursement for daycare costs, people

2,571

2,708

Occupational pension scheme, people
Financial support in difficult circumstances, people

Upon retirement, the Company
complements the state-funded pension of
an employee participating in the scheme
with a corporate pension. As at the end
of 2019, corporate pensions payments
were being made to four thousand former
employees of the Company.
The Company runs its occupational
pension scheme in parallel with
an incentive scheme providing mandatory
pension insurance through co-financed
contributions to the cumulative part of
the state-paid pensions. The employer
matches 30% to 50% of a personal
pension contribution made by insurance
scheme participants.

The corporate sports initiatives
development programme is aimed at
health promotion and strengthening
corporate culture. The Company has
permanent football, volleyball, ice hockey
and tennis sporting clubs for which it
rents sports facilities.

Company vehicles
and corporate parking

Additional employee benefits
for flight crews

02

Company vehicles are used to transport
employees to the Company’s offices
located near Sheremetyevo airport and
back. These vehicles made 244 trips
per day in 2019, transporting about
3,300 employees.

A number of additional employee benefits
are provided to flight crew members:
4 70 days of paid annual leave,
the longest in civil aviation
4 special insurance programmes
4 free access to various sports facilities
to practice different sports.

Aeroflot’s medical centre

03

In 2019, beach volleyball, boxing, and
punching power corporate tournaments
were held, and Aeroflot team successfully
competed in a futsal tournament for the
Aviation and Space Cup. Fitness club
memberships were also offered to Aeroflot
employees.

The Company rents six parking lots
located near Sheremetyevo airport.
In 2019, Aeroflot employees occupied
an average of 3,100 parking spaces
in corporate parking lots per day.

Corporate accommodation
for key employees

In 2019, the Company provided financial
support to 197 current and former
employees in difficult circumstances.

Financial assistance

Resort therapy
Aeroflot employees and their families can
go to health resorts in Russia and abroad
on medical indications. The programme is
financed using voluntary health insurance
coverage and funds from the Social
Insurance Fund of the Russian Federation,
which is formed from mandatory
insurance contributions made by the
Company to insure employees against
work-related accidents and occupational
diseases.
In 2019, almost 4,300 people benefited
from rehabilitation treatment at
health resorts, including 855 children
accompanied by their parents under
the Healthy Child programme. A special
health rehabilitation programme for pilots
and flight attendants has been set up at
health resorts in the Czech Republic.

During the year, the Company’s key
employees from Russia’s regions
were provided with company-owned
accommodation close to Sheremetyevo
airport, with a daily average of
1,700 occupied residential units (flight
crew members accounted for 90%).
Most of the accommodation is provided
at Aeroflot’s Flight Camp based at
Ozero Krugloe Hotel Complex and
includes free access to the fitness
centre, in-room internet access and
other amenities for a comfortable stay.
Transportation for business needs is
provided on a 24/7 basis.

Reimbursement for daycare costs
During 2019, 100% of daycare costs
were reimbursed for 2,700 Company
employees with children.

Aeroflot has its own medical centre
providing healthcare services to
employees and their families, as well
as retired employees. Medical services
include aeromedical assessment,
rehabilitation of cockpit and cabin crews,
and pre-flight medical examinations.

01

04

A total of 18.8 thousand employees took
the regular medical check-up in 2019.
More than 2 million medical services were
provided in total.

PJSC Aeroflot’s medical centre patients
in 2019, %
7.1
7.1
13.5
13.5

16.8
16.8

PJSC Aeroflot employees
PJSC Aeroflot employees
Family members
Family members
Retired PJSC Aeroflot employees
Retired PJSC Aeroflot employees
Private patients
Private patients

62.6
62.6

PJSC Aeroflot
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Subsidiary airlines
Aeroflot’s subsidiary airlines also develop
social programmes for their employees,
including occupational pension
schemes, resort therapy and vacation
programmes for employees and their
families. Employees are offered company
vehicles and corporate parking, rent
compensation, corporate entertainment
and sports events. The subsidiaries
can provide financial support in difficult
circumstances to their current and retired
employees.

PJSC Aeroflot has a single multi-channel
employee voluntary reporting system.
Reports can be submitted through
different channels – email, paper message
boxes, management reports, IT systems
reporting functionality.
A Siebel CRM-based platform is used
for incoming message registration,
response generation and delivery, report
generation by message type, status,
classifier, channel of origination and
corrective measures taken. The platform
can dispatch employee messages to the
relevant business unit through Siebel
CRM. There is automatic monitoring of
response deadlines.

PJSC Aeroflot

Over 2,000 employee reports were
received and resolved in 2019. Most of
the messages were about operational
improvement proposals. Other matters
included workplace atmosphere, working
conditions, employee development, and
safety and security. Along with open
reports, there were some that were
anonymous, confidential, or originating
from a group of individuals.

Social
partnership
Ten corporate trade union branches
representing four different trade unions
operate within PJSC Aeroflot, including
the Moscow Trade Union of Aviation
Workers, the Sheremetyevo Trade Union
of Flight Personnel, the Sheremetyevo
Trade Union of Flight Attendants and
the All-Russian Trade Union of Civil
Aviation Engineering Workers. The total
headcount of all Aeroflot employees
involved with trade unions is about
8,400 people. Almost all representatives
of these trade unions are members of the
United Representative Body of Aeroflot
employees.

Occupational health and safety

Employee health and safety are a priority
for PJSC Aeroflot. The Company complies
with all relevant rules and requirements
of Russian occupational safety laws,
takes measures to prevent hazards and
minimise work-related injuries.
PJSC Aeroflot’s health and safety system
complies with all applicable requirements
and best industry practices and includes
a set of measures to minimise hazards,
such as induction trainings and health
and safety trainings, root cause recording
and analysis of work-related injuries and
occupational diseases, comprehensive
occupational safety inspections
and regular medical examinations.
All accidents are investigated to establish
whether they are work-related, with the
investigation outcomes used by business
units to develop measures to avoid such
incidents in the future.
There were 22 work-related accidents in
2019, including one involving a group of
individuals (five people). These accidents
resulted in 26 injuries. There was one
fatality – a flight attendant died as a result
of the 5 May 2019 aviation accident.

The injury frequency rate (the number of
injuries per 1,000 employees) was 0.94
(1.27 in 2018). The injury severity rate
(the number of work days lost per injured
person) was 27.4 (29.0 in 2018).
Induction trainings were carried out for
2,200 new employees and 117 contractor
employees in 2019. Assessment
of working conditions was carried
out for 5,285 workplaces, of which
4,251 workplaces were found acceptable.
Employees receive a 4% to 24% premium
on their pay when a safety assessment
has revealed exposure to harmful working
conditions.
Cockpit and cabin crew members are
provided with a 24% premium on their
pay and and vacation days for the nature
of their working conditions. Work and rest
schedule for cockpit and cabin crews
is determined in line with the applicable
Russian laws and the Regulations on the
Work and Rest Schedule for Cockpit and
Cabin Crews of PJSC Aeroflot.
The total flight duration in all aircraft types
must not exceed 80 hours per month and
800 hours per calendar year. With the
employee’s written consent, the total flight
duration can be increased to 90 hours per
month and 900 hours per calendar year.

Number of injuries per 1,000 employees
of PJSC Aeroflot (people)
2019

0.9

2018

1.3

2017

1.1

2016

1.0

2015

1.0
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Number of work days lost (per injured person)
at PJSC Aeroflot
2019

27.4

2018

29.0

2017

55.6

2016

36.9

2015

21.2

Number of workplaces subject to special
assessments of working conditions
2019

5,285

2018

6,085

2017

5,832

2016

5,835

2015

5,615

PJSC Aeroflot
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Social Initiatives

Aeroflot Group plays an important role in the life
of the whole society by helping people to travel
long distances between cities and countries.
By helping passengers to travel, the Group
creates development opportunities for other
industries and companies, including small
and medium-sized enterprises.

Annual Report 2019
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Improving accessibility to Russia’s regions

When passengers travel on business
or personal trips they become
customers of hotels, road and rail
transport, service, catering, retail
and other sectors. Thus, by carrying
60.7 million PAX Aeroflot Group powers
up a number of other industries with its
large-scale activities.
Besides, Aeroflot runs a large number
of social programmes supporting
charities and sponsoring sports and
culture initiatives. The Company actively
supports vulnerable groups, first and
foremost children and veterans.

Improving accessibility to
Russia’s regions, including remote
destinations, remains a major priority
for Aeroflot as a national carrier.
An extensive route network of Aeroflot
and its subsidiary airlines, the flat fare
programme run at the Company’s
own cost, and participation in
a government-sponsored programme
that maintains airline passenger
services between the Far East and
European Russia all contribute
to improved social mobility.

Aeroflot airline runs the flat fare
programme that establishes fixed
low prices for economy class tickets
to cities in the Far East, Kaliningrad
and Simferopol. Its purpose is
to provide stable and affordable
connections between remote and
strategic regions and the central part
of European Russia and to improve
social mobility. The flat fares are
available to all passengers regardless
of age and place of residence.
Rossiya airline joined the programme
in 2018.

A total of 2.3 million passengers were
carried under the flat fare programme
by Aeroflot and Rossiya airlines in
2019 (2.2 million PAX in 2018).
Aeroflot Group also consistently
participates in a governmentsponsored fare programme, which
applies to both Aeroflot flights and
the flights of its subsidiaries Rossiya
and Aurora to cities of the Far East,
Simferopol and Kaliningrad.
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2.3

million passengers

PJSC Aeroflot

PJSC Aeroflot

were carried under the flat fare
programme in 2019
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Support to charities
and socially-oriented campaigns
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Miles of Mercy programme

Orphanage support

The programme enables the Aeroflot Bonus
programme participants to contribute their
bonus miles to charity organisations: the Gift
of Life charitable fund, the Life Line fund,
Rusfond, and the Vladimir Spivakov
International Charity Foundation.
The contributed miles are used to carry
children with serious health conditions
to countries and cities where they can receive
required treatment.

The Company continues supporting its sponsored
orphanages: the Pokrov Orphanage in the Vladimir Region
and St Sergius Boarding School in the Moscow Region.
Theme workshops, concerts with presents, sports events
and excursions were arranged for children from St Sergius
Boarding School. Children from the orphanage took part
in an open training session with the CSKA football club
and visited Acrobatic Rock ‘n’ Roll World Championship.
Aeroflot airline completed a major repair of the orphanage
fence and set up a video surveillance system.
For the Pokrov Orphanage children, Aeroflot organised
holidays at a recreational camp and an away football
friendly. The Company also set up a playground, renovated
the building and its rooms, bought a minibus and New Year
presents.

Aid to Great Patriotic War veterans and
annual celebration of the Victory Day
Aeroflot traditionally provided free flights for
veterans of the Great Patriotic War (WWII)
from 3 to 12 May 2019 to celebrate
the 74th anniversary of Victory Day.
Over 90 thousand veterans have benefited from
the campaign since its launch.
Aeroflot provides monthly food packages to its
retired employees who took part in the Great
Patriotic War. A total of RUB 6.8 million went
towards veteran food packages in 2019.
All veterans received financial aid to mark the
Victory Day. Six events were held for veterans
to celebrate various dates during the year.

Targeted aid
Aeroflot provides targeted aid to passengers and various
organisations. In 2019, Aeroflot traditionally provided
financial support to the Russian Geographical Society, the
Russian Union of Industrialists and Entrepreneurs (RSPP),
and the Tarasov Golden Puck Club. The airline also provided
financial support to Saint Petersburg Children’s Hospice and
the Association of Polar Explorers.
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Early in 2019, the Company provided free flights to
Magnitogorsk and back for relatives of victims of explosion
and partial collapse of a residential building.
Aeroflot and Sberbank arranged holidays at Russian
Children’s Centre Orlyonok in the Krasnodar Region for
children from 154 families that had been victims of a flood in
the Irkutsk Region.
Aeroflot provided airline tickets at discounted rates to the
participants of children dancing festival ‘Svetlana’ held
annually by the charity foundation of the People’s Artist of
Russia Svetlana Zakharova.
The Company also has a programme to support passengers
in urgent need of travel due to extraordinary circumstances.
The programme covers higher-demand domestic flights in
which the least expensive economy booking classes have
been sold out.

In 2019, a total of

93

million bonus miles

3,068

tickets

were donated to support the activities
of charitable organisations

10

RUB

A total of
million

went towards charitable support
for orphanages in 2019

RUB

6.8

million

went towards veteran food packages in 2019

PJSC Aeroflot

PJSC Aeroflot
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Sponsorship
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In 2019, the Company continued to
sponsor both sports organisations and
cultural projects. The Company spent
a total of RUB 2.3 billion on sponsorship
(RUB 1.8 billion in 2018).

In 2019, in conjunction with the Russian
Chess Federation, the Company held
the Aeroflot OPEN international chess
tournament, which, over the 17 years
of its existence, has gained immense
popularity among chess players all over
the world. Also, Aeroflot provided support
to Otradnoe show jumping club, which
hosted a Show Jumping World Cup stage.
The Company also supported the Russian
Volleyball Federation, the Russian Table
Tennis Federation, the Rugby Union of
Russia, the Russian Golf Association, the
Russian Boxing Federation, the Russian
Cycling Federation, and the All-Russian
Federation of Dancesport and Acrobatic
Rock ’n’ Roll.

PJSC Aeroflot’s sponsorship programme
expenses in 2019, %

15.5

27.2

27.2

15.5

57.3

57.3

01
02

03

Football-related
Football-related
projects projects
Other
sports initiatives
Other sports
initiatives

04

Cultural projects
Cultural projects

In the global market, Aeroflot airline is raising its recognition and positioning itself
as a premium carrier through its partnership with Manchester United FC.
PJSC Aeroflot
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Aeroflot has been the official carrier of
CSKA Professional Football Club and
CSKA Professional Basketball Club for
many years. Thanks to the enhanced
visibility of the Aeroflot brand at games
played by CSKA teams, the Company has
access to the clubs’ multi-million fanbase.
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In 2019, Aeroflot partnered and
supported the following Russian sports
organisations:
4 Russian Olympic Committee
4 Russian Cycling Federation
4 All-Russian Federation of Dancesport
and Acrobatic Rock ’n’ Roll
4 Russian Basketball Federation
4 Russian Golf Association
4 Russian Volleyball Federation
4 Russian Table Tennis Federation
4 Rugby Union of Russia
4 Russian Boxing Federation.
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Aeroflot Group is fully aware of its
responsibility to society and future
generations and strives to ensure
a sustainable environmental balance
across all areas of business which
naturally fits into the airline’s large-scale
social responsibility programme,
which is a fundamental principle of its
operation.

The Environmental Policy of PJSC Aeroflot
is aimed at improving the energy
efficiency and environmental performance
of its products – air transportation of
passengers, baggage, cargo and mail.
The main priority of the policy is improving
the airline’s aircraft fuel efficiency, which
helps reduce its environmental footprint
while cutting fuel costs – a major
contributor to overall operating expenses.
Reduction of environmental footprint
is driven by PJSC Aeroflot’s annual
environmental goals, such as:
4 reduction of energy resource
consumption
4 reduction of flight-related pollutant
emissions
4 reduction of pollutant emissions from
ground handling and maintenance

PJSC Aeroflot

4 reduction of environmental pollution
from waste generation and disposal.

PJSC Aeroflot has in place
an environmental management
system. The Company’s integrated
management system is audited every
year for compliance with ISO 9001:2015
Quality management systems and
ISO 14001:2015 Environmental
management systems.
In 2019, Aeroflot successfully reaffirmed
its reputation as one of the safest
airlines in the world by passing the
IATA Operational Safety Audit for
IOSA compliance for the eighth time.
The IOSA certificate and operator status
were extended until October 2021.
The IOSA operator status is a mandatory
requirement for membership in IATA,
and for Aeroflot, in the SkyTeam global
alliance.

Total environmental protection costs
of PJSC Aeroflot
RUB

37.6

Pursuant to Decree of the President of the
Russian Federation No. 889 On Selected
Measures to Improve Energy and
Environmental Efficiency of the Russian
Economy dated 4 June 2008, the
Company continues to implement
its Energy Saving and Environmental
Performance Programme until 2020.
PJSC Aeroflot’s Energy Saving and
Environmental Performance Programme
is being updated to cover the period
from 2020 to 2030. The updated version
will focus on the energy efficiency of the
airline’s aircraft fleet.
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Protection
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Total environmental fees
of PJSC Aeroflot

million

RUB

2.8

million

2019

37.6

2019

2.8

2018

44.0

2018

3.7

2017

64.9

2017

3.5

2016

35.8

2016

3.6

2015

42.3

2015

6.8

PJSC Aeroflot
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PJSC Aeroflot has an integrated
management system in place whose
efficiency and performance is regularly
validated by internationally recognised
external auditors. The management
system has as its basic integrating
element a quality management system
(QMS) which has been internationally
certified under ISO 9001 (Quality
management systems) and registered
under the IATA’s industry programmes
(IOSA – Operational Safety Audit) for
many years. The system helps ensure
that the products and services offered
by PJSC Aeroflot’s business units and
service providers comply with its flight
safety, aviation security and service quality
requirements.

PJSC Aeroflot

In order to comply with national and
international requirements for third-party
service control and to mitigate risks
that can impact quality and flight safety,
PJSC Aeroflot holds memberships with
the following IATA pools:
4 IFQP (IATA Fuel Quality Pool)
4 DAQCP (IATA De-Icing/Anti-Icing
Quality Control Pool)
4 ISAGO (IATA Safety Audit for Ground
Operations Pool).

In the reporting period, the Company
audited suppliers within the above
pools with a follow-up evaluation of the
adequacy of corrective actions which
ensures supplier activity monitoring
across the route network. Specialised
committees/structures within the
Company develop and implement
mitigation measures for all identified risks.
Aeroflot Group’s efforts to enhance the
QMS are aligned with the development
of a KPI-based performance evaluation
framework and assessment of
compliance with internal and external
management system standards both as
part of IATA and SkyTeam alliance and
within Aeroflot Group itself. The quality
management system improvement
activities of Aeroflot Group in 2019
included the following:
4 subsidiary airline consulting and
guidance on preparing for IOSA and
ISO certification audits
4 continuous monitoring of the airlines’
compliance with Aeroflot Group’s
requirements
4 coordination and control of compliance
with the EU ETS requirements
4 coordination and monitoring of
activities necessary for ensuring
compliance with CORSIA, the Carbon
Offsetting and Reduction Scheme for
International Aviation.

Fuel efficiency and air quality initiatives

On 1 January 2019, PJSC Aeroflot
undertook to comply with
ICAO’s Carbon Offsetting
and Reduction Scheme for
International Aviation (CORSIA),
which calls for the monitoring,
reporting and verification (MRV) of
GHG emissions from international
flights by aircraft operators
and, as of 2027, CO2 emission
compensation obligations.

To further improve its QMS, PJSC Aeroflot
implements innovative management
approaches and streamlines its internal
processes while using tools that are
unique in the Russian air transportation
market. These efforts improve service
quality and ensure a high level of flight
safety.

Managing fuel efficiency is one of the
Company’s top priorities. Use of modern
and fuel-efficient aircraft reduces
greenhouse gas (GHG) emissions. Almost
the entire Aeroflot fleet complies with
ICAO standards for noise levels and
atmospheric pollution.
PJSC Aeroflot has a corporate
GHG emission management system in
place including a СО2 emission monitoring
and accounting system whereby the
airline ensures compliance with Russian
and international requirements for
monitoring, reporting and verifying
GHG emissions.
PJSC Aeroflot’s СО2 emissions monitoring
and accounting system covers all
emission sources across its entire route
network.
In accordance with the EU ETS
requirements, PJSC Aeroflot passes
CO2 emission verification audit every year
followed by buying missing quotas on
a European exchange to compensate the
verified operational CO2 emissions.

PJSC Aeroflot reports on GHG emissions
from domestic flights every year in
accordance with the Methodology and
Guidance for Quantitative Assessment
of Greenhouse Gas Emissions by
Organisations Engaged in Business and
Other Activities in the Russian Federation
as approved by Order No. 300 of the
Ministry of Natural Resources and
Environment of the Russian Federation,
dated 30 June 2015.
As 99% of GHG emissions come from
air flights, Aeroflot airline systematically
implements the following measures to
reduce emissions from fuel combustion by
air transport:
4 Timely repair and replacement of
aircraft parts
4 Aircraft replacement with newer and
more economical models
4 Implementation of energy-efficient
technologies and technical solutions in
aircraft
4 Evaluation and selective testing of
energy resources with lower carbon
intensity for use as main fuel for
propulsion systems
4 Evaluation of possible use of certified
biofuel
4 Assessment and analysis of specific
GHG emissions and energy intensity
for main types of products
4 Optimisation of the route network
and use of new piloting techniques
to reduce noise and emissions from
aircraft engines

Aeroflot develops a fuel efficiency and
cost-cutting programme every year to
further improve its fuel efficiency and
reduce CO2 emissions. The programme
calls for the following activities:
4 нintroducing standard volumes for
refuelling aircraft
4 minimising the difference between
projected and actual revenue loads in
airports of departure
4 centre-of-gravity control
4 optimal use of auxiliary power unit
4 lower fuel consumption through
reducing water supplies on board
4 use of ground systems for pre-flight
air conditioning or heating of aircraft
cockpit and cabins
4 improving aerodynamics through
surface washing
4 improving engine efficiency through
ramjet duct cleaning.
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In 2019, these activities helped PJSC Aeroflot
reduce fuel consumption:

17.7

by
thousand tonnes,
which is equivalent to decreasing CO2 emissions
by

55.7

This reduction of CO2 emissions corresponds to:

286

flights

of Boeing 777-300
between Moscow and Vladivostok

6,829

thousand tonnes СО2

03

flights

of Sukhoi Superjet 100
between Moscow and Saint Petersburg

04

Direct and specific GHG emissions
from Aeroflot Group airlines
2019

Direct and specific GHG emissions
from Aeroflot airline
13,106,618

2019

83.9

2018

91.8

12,122,760

2018

84.7

2017

11,072,871

2017
2016

79.2

7,450,348
90.2

7,804,094

2015

79.9

Direct greenhouse gas
emissions, tonnes СО2

8,152,515
88.8

8,882,843

2015

8,806,136
89.9

85.0

2016

9,332,190

Specific GHG emissions,
g/RPK

6,877,505
92.7

Direct greenhouse gas
emissions, tonnes СО2

Specific GHG emissions,
g/RPK

The Company provides passengers with
information on the carbon footprint of
its flights: the corporate website has
an online CO2 calculator that estimates
personal footprint from the flight.
In addition to the above activities
to prevent ambient air pollution,
the Company also compiles records and
inventories of stationary emission sources
on a regular basis. Aircraft parts and
components are painted in stationary
paint booths equipped with filters.
The gas cleaning equipment performance
is checked every year. The cleaning
equipment efficiency is 85% to 90%.

PJSC Aeroflot participates in the
international Carbon Disclosure Project
(CDP) that calls for disclosing climate
change management and GHG emission
data. Under the CDP, companies from
across the globe make standardised
reports on their greenhouse gas emissions
and climate change activities.
PJSC Aeroflot’s CDP score (D – level of
disclosure) remained unchanged from the
previous year.
In order to improve its CDP score,
PJSC Aeroflot developed and
implemented a corporate GHG emission
management system in 2019. Under the
system, the airline continuously monitors
direct and indirect GHG emissions
and verifies GHG emission reports in
accordance with ISO 14064-1 every year.
PJSC Aeroflot’s Greenhouse Gas
Emission Management Guidelines
were approved, and the Company
prepared reports on direct and indirect
GHG emissions in 2017 and 2018,
which successfully passed verification
for compliance with ISO 14064 by a third
party – the Russian branch of Bureau
Veritas, a world leader in certification and
verification.
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Sustainable water use

Aeroflot is committed to sustainable
water use and reducing negative impact
on waterbodies. The Company monitors
treatment performance and the quality
of wastewater and surface water
discharged by the treatment facilities of
PJSC Aeroflot’s offices in Melkisarovo
on a monthly basis. In April 2019, the
Company suspended the treatment facility
operation to replace filter elements, clean
and paint holding tanks.

As the offices discharge little wastewater,
no violations of pollutant weight limits
were detected in 2019.
Aeroflot timely discloses all the required
environmental data on the use of water
resources to environmental authorities.
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Water consumption by PJSC Aeroflot*, thousand cubic metres
2015

2016

2017

2018

2019

Total

133.2

134.2

135.4

154.1

126.3

from the public water
supply network

133.2

134.2

135.4

154.1

126.3

Water discharge by PJSC Aeroflot*, thousand cubic metres

Total

2015

2016

2017

2018

2019

134.0

134.9

136.3

151.8

109.4

1.4

1.2

1.4

3.1

4.7

132.6

133.7

134.9

148.7

104.7

treated water**
conveyed to other
companies for treatment***

* Data for Moscow and the Moscow Region.
** Surface runoff from the office premises.
*** Sewerage.

PJSC Aeroflot

PJSC Aeroflot

Note. Data for 2015–2016 do not include Orenair and
Donavia emissions.
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Procurement

Reducing and disposing
of industrial and commercial waste
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Aeroflot places high emphasis on setting
up proper industrial waste collection sites
and waste sorting. The Company regularly
inspects land and sites for temporary
storage of industrial waste and tracks
industrial and commercial waste volumes
and movement. All waste is disposed
of in due time. The Company submits
all the required environmental reporting
documents to environmental authorities.

A total of 10.2 tonnes of paper and
cardboard was handed over for recycling
in 2019, which helped save 102 trees and
reduce CO2 emissions by 17.4 tonnes.
The Company also set up battery
collection sites at its facilities in Moscow
and Sheremetyevo airport.

No critical industrial spills were registered
at PJSC Aeroflot in 2019.
Seeking to raise environmental awareness
among its employees, the Company
regularly runs environmental workshops
and webinars.
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Total waste by hazard class, tonnes
2015

2016

2017

2018

2019

9,777.2

8,852.8

8,365.7

9,949.2

8,791.0

Hazard class 1

2.2

3.9

2.4

2.2

2.1

Hazard class 2

1.4

4.8

6.4

5.4

3.7

Hazard class 3

2,448.5

2,508.3

2,353.4

3,540.2

2,526.1

Hazard class 4

6,919.6

5,643.7

5,352.1

5,663.2

5,397.8

Hazard class 5

405.5

692.0

651.4

738.2

861.3

Total

Aeroflot Group uses modern, competitive
procurement practices and works with
a wide range of suppliers. The key
principles of procurement are bidding
transparency, equality, fair treatment of,
and non-discrimination against, bidders.
The Group works to attract more bidders
to achieve maximum economic benefit
and cut costs.
Procurement activities at Aeroflot Group
comply with Federal Law No. 223-FZ
On Procurement of Goods and Services
by Certain Legal Entities dated 18 July
2011, PJSC Aeroflot’s Regulations on
Procurement of Goods, Works and
Services, relevant policies of Aeroflot’s
subsidiaries and other procurementrelated regulations adopted by the Russian
government.

Our procurement practices are based on:
4 information transparency
4 targeted, cost-effective expenditures to
procure goods, works and services, as
well as focus on cost-cutting initiatives
4 unlimited access to bidding through
eliminating non-measurable bidder
requirements
4 equality, fairness, non-discrimination,
ensuring that no unreasonable and
restrictive business practices are
applied towards bidders, promotion of
fair competition.

Key procurement objectives are to:
4 meet the Group company’s product
and service needs in time and in full
4 increase the share of competitive
procurement
4 increase the share of online
procurement
4 prevent discrimination and
unreasonable restrictions on the
number of bidders
4 support SMEs.

Annual Report 2019

165

01
02

STRATEGIC REPORT

Annual Report 2019

164

03
04

PJSC Aeroflot

Total waste by disposal method, tonnes

2018

2019

750,463

606,028

Competitive procurement (by value), %

30.8

46.9

2,565.0

Single source procurement, %

69.2

53.1

6,064.0

Savings on competitive procurement, RUB billion**

7.5

51.1

Average number of bidders

3.0

2.9

Procurement from SMEs, %

78.0

82.5

2015

2016

2017

2018

2019

Recycling

308.5

258.7

262.2

118.3

162.0

Treatment

2,325.6

2,430.1

2,247.7

3,572.6

Landfilling

7,138.4

6,164.0

5,855.8

6,258.3

Total procurement, RUB million*

* Total procurement is calculated as total payments made during the reporting year under contracts signed as a result of procurement processes. Data for 2018 have been amended.
** Savings are calculated as the difference between the initial (maximum) price of the tender and the winning price, excluding tenders where the initial (maximum) price is calculated based
on a given rate, tariff or formula.

1. Aeroflot Group procurement data include: PJSC Aeroflot, JSC Rossiya Airlines, JSC Aurora Airlines, JSC Aeromar and LLC A-Technics.

PJSC Aeroflot

Procurement highlights of Aeroflot Group1

Procurement highlights of PJSC Aeroflot
2018

2019
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544,448

486,490

Competitive procurement (by value), %

40.5

48.0

Single source procurement, %

59.5

52.0

Savings on competitive procurement (excluding aviation fuel), RUB billion**

3.5

48.4

Average number of bidders

3.0

2.9

03

Procurement from SMEs, %

85.2

86.2

21.4

15.2

20,624.7

18,458.8

04

Total procurement, RUB million*

Including SME-focused procurement***
Total value of contracts with SMEs, RUB million

* Total procurement is calculated as total payments made during the reporting year under contracts signed as a result of procurement processes. Data for 2018 have been amended.
** Savings are calculated as the difference between the initial (maximum) price of the tender and the winning price, excluding tenders where the initial (maximum) price is calculated based
on a given rate, tariff or formula.
*** Minimum required SME participation is 15%.

In 2019, Aeroflot Group’s procurement
totalled RUB 606.0 billion. Competitive
procurement share increased to 46.9%
(by value). Savings on competitive
procurement stood at RUB 51.1 billion.

PJSC Aeroflot

PJSC Aeroflot’s procurement in 2019
totalled RUB 486.5 billion. Competitive
procurement share increased
to 48.0% (by value). Savings on
competitive procurement in 2019 stood
at RUB 48.4 billion.
In 2019, Russian suppliers accounted
for 64.4% of procured materials and
goods by value (inventories received by
warehouses, including virtual warehouses
and into-plane fuelling). The share of
Russian suppliers of goods, works and
services under the concluded contracts
was 32.0%1.

Improving transparency and
optimisation of procurement
processes
In 2019, the Company implemented
a SAP SRM-based solution Procurement
Monitoring featuring both procurement
data consolidation and easy access to the
data. The solution significantly reduced the
risks of late posting of procurement data in
the Unified Information System by making
the process much easier to complete.
In 2019, in order to improve transparency
and competitiveness of minor
procurement, PJSC Aeroflot started
posting procurement notices for items with
values of less than RUB 500 thousand
in corporate online stores and on the
largest certified electronic trading
platforms: B2B-center.ru (Sberbank-AST)
and kim.tektorg.ru (TEK-torg). Thus,
there are less grounds for single-source
procurement.

In 2019, PJSC Aeroflot decided to lease
aircraft on a competitive basis and publish
the applicable procurement procedure
in its corporate system, which reduced
single-source procurement and ensured
transparency.
The Advisory Board charged with
independent audits of PJSC Aeroflot’s
procurement efficiency continued its
activities in 2019. The Advisory Board
includes representatives of NGOs,
economists, industry scientists and
procurement experts. Information on
the activities of the Advisory Board, its
plan for 2019 and minutes of meetings
are published on PJSC Aeroflot’s official
website at aeroflot.ru/ru-ru/content/
soveshchatelnyi-organ.
In the reporting period, PJSC Aeroflot
took part in forums, workshops and
conferences aimed at developing
partnership.

1. Including aircraft leasing and excluding aviation fuel supply and fuelling contracts (formula pricing, framework contract price) and banking services agreements.

The Company held meetings on aircraft
ground handling, maintenance and
servicing equipment during Inter
Airport Europe and Aircraft Interiors
Expo (AIX). The Company also held
a strategic IT session in the Republic
of Tatarstan on IT growth strategy and
import substitution as well as digital
transformation of aviation.

Procurement from small
and medium-sized enterprises
Aeroflot Group seeks to support small
and medium-sized enterprises (SMEs).
In 2019, SMEs accounted for 82.5%
of total procurement by Aeroflot Group
and 86.2% of total procurement by
PJSC Aeroflot, which is one of the
highest figures among major federallevel customers. This share far exceeds
the target set by Russian Government
Resolution No. 1352 On Specifics of
Participation of Small and Medium-Sized
Enterprises in Procurement of Goods,
Works and Services by Certain Types
of Legal Entities dated 11 December
2014, recommending that SMEs make
up no less than 18% of a company’s total
annual value of contracts. Overall, this
demonstrates that SMEs are given
priority in supplier selection with due
consideration of Aeroflot’s specific
business needs.

In 2019, the Company updated its pilot
SME partnership programme aimed to
facilitate bidding and approved a pilot
programme for the partnership of all
Aeroflot Group companies. To ensure
accurate reporting on procurement from
SMEs, the Company implemented a
series of initiatives:
4 Optimising the list of SME-specific
procurement codes
4 Working meetings with SMEs
4 Expansion of regional SME workshop
programme
4 Meetings with potential suppliers and
members of PJSC Aeroflot’s pilot
SME partnership programme
4 Participating in conferences dedicated
to expanding SME access to the
procurement processes of Russia’s
biggest customers.
Aeroflot plans to increase SMEs share
in its procurement, first and foremost,
of innovative and high-tech products.

Aviation fuel procurement
The key priority of fuel procurement
is ensuring timely and uninterrupted
fuel supply to Aeroflot Group’s aircraft
while maintaining high flight safety
and maximising fuel pricing efficiency.
Aviation fuel procurement optimisation
activities of PJSC Aeroflot are controlled
by a standing commission for fuel
efficiency, a task force for long-term
aviation fuel supply strategy development
and an operations control team.

At the Aeroflot Group level, fuel
procurement terms are determined
by agency agreements. PJSC Aeroflot
compiles a consolidated order covering
the demand of all the Group companies
and initiates fuel procurement processes.
PJSC Aeroflot settles accounts for
supplied fuel, fuel storage and refuelling
directly with its counterparties. This fuel
procurement system optimises aviation
fuel expenses through large volume
purchases.
PJSC Aeroflot’s aviation fuel management
activities in 2019 included the following:
4 Broader use of independent pricing in
aviation fuel procurement contracts,
including linking to Platts benchmarks
4 PJSC Aeroflot’s strategy for aviation
fuel procurement in Sheremetyevo
airport enabled control of volumes
through the use of +/– 20% option and
redistribution of procured aviation fuel.
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The activities proved to be effective and
reduced the volatility of effective aviation
fuel prices and minimised Aeroflot Group’s
costs in the existing market situation.
The Company continued engaging with
governmental agencies and oil industry to
develop a global programme aimed at jet
fuel price stabilisation and airlines’ aviation
fuel cost reduction.

PJSC Aeroflot
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CORPORATE
GOVERNANCE

Corporate governance at
PJSC Aeroflot is exercised
by the General Meeting of
Shareholders, the Board of
Directors, the Management
Board, and the Chief Executive
Officer. The responsibilities
of PJSC Aeroflot’s Corporate
Secretary are vested in the
Executive Secretary of the
Board of Directors, also holding
the position of Director of
PJSC Aeroflot’s Corporate
Governance Department.

04

PJSC Aeroflot

Corporate
Governance
System

Corporate Governance System
Risk Management
Information for Shareholders and Investors

169
203
214

The Revision Committee supervises the financial
and business operations of the Company, its
units and services. To ensure reliability and
transparency of its financial statements prepared
under both the Russian Accounting Standards
and the International Financial Reporting
Standards, PJSC Aeroflot regularly engages
external auditors. The Internal Audit Department
accountable to the Audit Committee of
PJSC Aeroflot’s Board of Directors also audits the
Company’s financial and operational activities.
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Corporate Governance System
continued

Key documents ensuring protection of PJSC Aeroflot
shareholder rights include:
4 Articles of Association
4 Regulations on the General Meeting of
Shareholders
4 Regulations on the Board of Directors
4 Regulations on the Management Board
4 Regulations on the Revision Committee
4 Corporate Governance Code
4 Regulations on the Corporate Information Policy
4 Dividend Policy
4 Corporate Conduct Code.

PJSC Aeroflot controls
interests in (holds shares in the
charter capital of) a number of
subsidiaries, including airlines,
where PJSC Aeroflot also ensures
compliance with the top standards
of corporate governance by
developing and implementing
Group-wide policies and principles.
The Company has in place a crossfunctional governance system for its
aviation subsidiaries.
To ensure supervision over
financial and business activities of
its subsidiary airlines, the Group

04

enabled each of them to have
a dedicated revision committee
made up of PJSC Aeroflot’s
representatives. In addition to
inspections by revision committees,
the airlines are subject to inspections
by an auditor approved pursuant to
the relevant bidding procedures.
In accordance with the applicable
laws and their articles of association,
each subsidiary airline developed
and adopted dedicated internal
documents stipulating the
responsibilities of its governing
bodies.

Core principles of PJSC Aeroflot’s corporate governance system:

4 Protection of shareholder rights
4 Fair and equal treatment of all
shareholders in exercising their
rights
4 Preventing shareholders from
abusing their rights, inflicting
damage to the Company and other
shareholders
4 Efficient distribution of roles and
powers among the Company’s
governing bodies
4 Expertise, responsibility and
accountability of the Board of
Directors and executive bodies

4 Establishing an efficient internal
control and risk management
system
4 Ensuring transparency and
openness of the Company’s
business
4 Taking material corporate actions
on fair terms ensuring that the
rights and interests of shareholders
and other stakeholders are upheld
4 Compliance with ethical norms and
social responsibility standards when
doing business.

PJSC Aeroflot’s corporate governance structure

CEO

External auditor

PJSC Aeroflot’s corporate governance
principles and procedures are set out
in its Articles of Association and other
internal documents. The Corporate
Governance Code of PJSC Aeroflot
summarises and systematises the
Company’s corporate governance
practice.
The experts noted, inter alia, the following
positive developments:
4 Extension of the period for publishing
information about an upcoming
General Meeting of Shareholders
to 30 days
4 Expansion of the list of additional
information to be provided to persons
entitled to participate in General
Meetings of Shareholders
4 Expansion of the scope of the Board
of Director’s authority to include
approving internal documents and
ensuring functional accountability
to the Board of Directors of the
Company’s business unit responsible
for organising and conducting internal
audits.
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Compliance with the Russian Corporate Governance Code
Complied
with

Partially
complied
with

Not
complied
with

Shareholder Rights

13

13

–

–

General
Meeting of
Shareholders

Board
of Directors

Management
Board

Board of Directors

36

26

6

4

2

2

–

–

10

9

1

–

Risk Management System

6

6

–

–

Information Disclosure

7

7

–

–

Material Corporate Actions

5

4

1

–

79

67

8

4

Corporate Secretary

PJSC Aeroflot

Remuneration System
Personnel and
Remuneration Committee

Revision
Committee

Audit Committee

Internal Audit
Department

TOTAL

Strategy Committee
Note. Statistics are based on the Corporate Governance Code Compliance Report (Appendix to this Annual Report).

7++
In 2019, the Russian Institute
of Directors confirmed
PJSC Aeroflot’s corporate
governance rating at 7++,
Advanced Corporate
Management Practices,
according to the new National
Corporate Governance Rating
scale.

PJSC Aeroflot

Principles
recommended
by the Code

Code section

Corporate Governance System
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The General Meeting of Shareholders is
PJSC Aeroflot’s supreme governing body
responsible for matters most crucial to
the Company. The respective scope of
authority and procedures for convening,
holding and summarising General
Meetings of Shareholders are set forth in
PJSC Aeroflot’s Articles of Association
and Regulations on the General Meeting
of Shareholders. The Annual General
Meeting of Shareholders is held annually
no earlier than three months and no later
than six months after the end of the fiscal
year.
Materials required in preparation for
General Meetings of Shareholders are
published on the Company’s website
in compliance with the majority of
recommendations of the Corporate
Governance Code to providing
shareholders with additional materials in
preparation for meetings. The Company’s
internal documents stipulate that
shareholders may put questions to
members of governing and control bodies
during the General Meeting, along with
the rules for answering such questions.
The results of the General Meeting of
Shareholders are announced at the
meeting.

Board of Directors

Annual General Meeting of Shareholders on 25 June 2019
In 2019, PJSC Aeroflot convened
the Annual General Meeting of
Shareholders in Moscow on 25 June
(Minutes No. 44 dated 26 June 2019).
The meeting was attended by holders
of 64.1% of PJSC Aeroflot’s total share
capital.
The Annual General Meeting of
Shareholders approved the Annual
Report, 2018 accounting (financial)
statements, the distribution of
the net profit for FY2018, and the
distribution of prior period retained
earnings. The Annual General Meeting
of Shareholders also approved the
remunerations of members of the
Board of Directors and Revision
Committee, as recommended by
the Board of Directors.
New Board of Directors and
Revision Committee were elected.
The Company’s auditor for 2019
(to audit the statements prepared under
the Russian Accounting Standards
and International Financial Reporting
Standards) was selected.

New versions of the following internal
documents of PJSC Aeroflot were
approved: Articles of Association,
Regulations on the General Meeting
of Shareholders, Regulations on the
Board of Directors, Regulations on
Remuneration and Compensations
Payable to Members of the Board
of Directors, and Regulations on
the Management Board.
The General Meeting of Shareholders
also approved a number of interested
party transactions (including
one major transaction), as well
as amendments to the terms of
an interested party transaction
(a series of related transactions).
PJSC Aeroflot’s participation in the
Digital Transportation and Logistics
Association was approved.
The Annual General Meeting of
Shareholders of PJSC Aeroflot
approved a dividend of RUB 2.6877
per ordinary share for FY2018,
with total dividend payments of
RUB 2,856,500,000 (50% of Aeroflot
Group’s net profit under the IFRS).

The Board of Directors acts as the
Company’s supreme governing
body between General Meetings of
Shareholders. The Board of Directors is
responsible for the general management
of the Company’s operations, excluding
matters reserved to the General Meeting
of Shareholders, Management Board and
Chief Executive Officer.
Board activities are guided by Russian
regulations, the Articles of Association
of PJSC Aeroflot, resolutions passed by
General Meetings of Shareholders, and
the Regulations on the Board of Directors
of PJSC Aeroflot.
The Board’s key focus areas include
the Company’s long-term sustainable
development, effective oversight of
its executive bodies, uncompromising
observance and protection of shareholder
rights and legitimate interests.
In line with the Board of Directors’
activities plans, the Board meetings are
held at least once a month. The Board of
Directors’ activities plan for the corporate
year is approved at the first meeting of the
new Board. As a rule, the activities plan
includes essential matters concerning the
Company’s operations (strategy, finance,
budget and risks, human resources, etc.),
which are to be discussed in line with
the strategic and business planning
cycle. Proposals made by members
of the Board of Directors and the
Company’s management are factored in.
Extraordinary meetings may be convened
to make decisions on urgent matters.

The main objectives of the Board of Directors

01
01
02

4 define the core areas of business for
the Company (including subsidiary
airlines) to increase its operating profit
4 operate for the benefit of shareholders,
supervise the implementation of
corporate initiatives
4 supervise the activities of the
Company’s Management Board and
Chief Executive Officer
4 present resolutions on matters within
the authority of the General Meeting
of Shareholders for approval by
shareholders
4 discuss and approve business plans
4 determine the procedure for
distributing profit

4 develop the Company’s dividend
policy, work out proposals on the
amount of dividend on Company
shares and dividend payout procedure,
and present them for approval by the
General Meeting of Shareholders
4 approve the annual budget and
monitor its performance
4 discuss and pre-approve draft annual
reports, annual accounting statements,
and profit and loss statements
4 analyse audit reports and opinions of
the Revision Committee, and present
documents featuring the results of
such audits for consideration by the
Company’s shareholders
4 approve the Company’s special
registrar and the terms and conditions
of the contract therewith, as well as
the contract termination.

The agenda of the Board of Directors’
meetings must include items proposed
for discussion by shareholders who in
aggregate hold at least 2% of shares,
members of the Board of Directors and
Revision Committee, the Management
Board, the Company’s auditor, and the
CEO.

The Board meetings held in absentia
consider matters on which members of
the Board of Directors do not have any
material comments, as well as matters
of procedure. However, a matter may be
moved to the agenda of a meeting held in
person upon request of two members of
the Board of Directors.

All items on the agenda of the Board
meetings are generally previewed
by dedicated committees to enable
a more detailed discussion and prepare
recommendations for voting to the Board
of Directors.

In their work, the Company’s Board of
Directors and its Committees use tablets
with the dedicated software developed in
Russia (the Board of Directors application).
The platform allows directors to study
materials for meetings in a prompt
manner and have access to the Board of
Directors’ earlier materials and resolutions.
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Independent directors promote opinions
and judgements unaffected by relations
with the Company’s shareholders or executive bodies, as well as decision-making
which benefits different shareholder
groups.
The presence of independent directors
enhances corporate governance at the
Company. Independent members of the
Board of Directors are actively involved in
the activities of the Board Committees.
In accordance with the requirements of
the Moscow Exchange, independent
directors head the Board of Directors’
Audit Committee and Personnel and
Remuneration Committee. The majority
of members of the Board of Directors’
Committees are also independent directors, which helps achieve a balanced and
independent position on agenda items.

PJSC Aeroflot

In the reporting period, Maxim Sokolov,
a member of the Board of Directors, was
recognised as an independent director
by resolution of the Board of Directors
(Minutes No. 2 dated 8 August 2019).
The Board of Directors recognised
that Maxim Sokolov’s association with
the state, a significant shareholder of
PJSC Aeroflot, is formalistic and has no
influence on his ability to make independent and objective judgements in
good faith. On December 2019, he seized
to be independent after he was appointed
Vice Governor of Saint Petersburg.

Composition of the Board of Directors

As at 31 December 2019, PJSC Aeroflot’s
Board of Directors was comprised of the
Chairman (non-executive director), one
executive director, seven non-executive
directors and two independent directors.

Members of the Board of Directors
efficiently performed their functions and
tasks throughout 2019 notwithstanding
their service on boards of directors of
other companies.
In the reporting year, no members of the
Company’s Board of Directors purchased,
or disposed of, their shares in the
Company.

Board of Directors of PJSC Aeroflot in 2019
Until 25 June (elected by resolution of
the Extraordinary General Meeting of
Shareholders on 23 October 2018)

Since 25 June (elected by resolution of the
Annual General Meeting of Shareholders
on 25 June 2019)

Evgeny Ditrich

Evgeny Ditrich

Mikhail Poluboyarinov

Mikhail Poluboyarinov

Mikhail Voevodin

Alexander Galushka

Igor Kamenskoy

Igor Kamenskoy

Roman Pakhomov

Maxim Liksutov

Dmitry Peskov

Dmitry Peskov

Vitaly Saveliev

Vitaly Saveliev

Vasily Sidorov

Vasily Sidorov

Yury Slyusar

Yury Slyusar

Maxim Sokolov

Maxim Sokolov

Sergey Chemezov

Sergey Chemezov

Changes in the Board
of Directors
The following directors left the Board:
4 Mikhail Voevodin – CEO of VSMPOAVISMA Corporation
4 Roman Pakhomov – CEO of Avia Capital
Service
The following directors were elected
to the Board:
4 Alexander Galushka – Counsellor at the
International Congress of Industrialists
and Entrepreneurs (ICIE)
4 Maxim Liksutov – Deputy Mayor of
Moscow at the Moscow Government,
Head of the Department for Transport
and Road Infrastructure Development
of Moscow
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4 is responsible for the general stewardship of the Board of Directors,
convenes and chairs meetings,
arranges for keeping the minutes of
meetings, chairs the General Meeting
of Shareholders
4 helps ensure the timely provision to
members of the Board of Directors
of all the information required to pass
resolutions and vote on agenda items
4 ensures productive discussion of
agenda items involving non-executive
and independent directors
4 controls the implementation of resolutions passed by the Board of Directors
and General Meeting of Shareholders.

Independent directors
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Other members of PJSC Aeroflot’s Board
of Directors were re-elected.

PJSC Aeroflot
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Membership of the Board of Directors
as at 31 December 2019

01
02

Born in 1973.

03

In 1996, graduated from the Moscow Engineering
Physics Institute with a degree in Applied
Mathematics. In 1999, graduated from the Higher
School of Privatisation with a degree in Law.
From 1995 to 1998, Adviser, Deputy Division
Head, Division Head at the State Committee
for State Property Management of the Russian
Federation.

Evgeny Ditrich
Chairman of the Board of Directors,
Non-Executive Director

04

From 1998 to 2004, Deputy Division Head,
Division Head, Deputy Head of the Department
of Normative and Methodological Support
at the Russian Ministry of Property Relations.
From 2004 to 2005, Deputy Department Director
at the Russian Ministry of Economic Development
and Trade.

From 2012 to 2015, Deputy Director
of the Department of Industry and Infrastructure
of the Russian Government.

Member of PJSC Aeroflot’s Board of Directors
since 2017.

In 2015, Head of the Federal Service
for Supervision of Transport.

In 1988, graduated from the Moscow Finance
Institute with a degree in Finance and Credit.
In 1998, graduated from the Plekhanov Russian
Academy of Economics with a PhD in Economics
majoring in Finance, Currency Circulation and
Credit.

Born in 1966.

From 14 October 2015 to 17 May 2018,
First Deputy Minister of Transport of the Russian
Federation.
Since 18 May 2018, Minister of Transport
of the Russian Federation.

He is a member of the boards of directors of
Leader and Rostelecom, and a member of the
Supervisory Board of DOM.RF.

First Class State Adviser of the Russian
Federation.
Awarded the Order of Honour; in 2017,
received Letters of Acknowledgement from
the President of the Russian Federation and
from the Government of the Russian Federation,
a lapel badge of the Honoured Worker of Transport
of Russia, and other industry awards.

Mikhail Poluboyarinov
Deputy Chairman of the Board of Directors,
Non-Executive Director

From 1990 to 1999, Chief Accountant and
Financial Director at Avtoimport.
From 2000 to 2009, Chief Accountant, Deputy
CEO of OJSC Aeroflot.

From 2009 to 2020, Director of the Infrastructure
Department, Deputy Chairman of VEB.RF,
First Deputy Chairman of the State Development
Corporation VEB.RF.
Since 2020, CEO of the State Transport Leasing
Company.
Awarded the title of the Honoured Economist
of Russia and a Certificate of Honour
of the Russian Ministry of Transport. For his
contribution to the preparation of the XXII Winter
Olympic Games and the XI Winter Paralympic
Games in Sochi in 2014, Mikhail Poluboyarinov
was awarded the Order of Honour.

Owns no shares in PJSC Aeroflot.
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From 2005 to 2012, Deputy Head of the Federal
Road Agency.
Owns no shares in PJSC Aeroflot.

Member of PJSC Aeroflot’s Board of Directors
since 2009.

CEO of DialogInvest, a Soviet-US joint venture
(1989–1993);

Member of PJSC Aeroflot’s Board of Directors
since 2019.

Born in 1954.

Chairman of the Management Board of Bank
Rossiya (1993–1995);

Born in 1976.

Vitaly Saveliev

PJSC Aeroflot

Chairman of the Management Board,
CEO

Holds a PhD in Economic Sciences.

Deputy Chairman of the Management Board
of Gazprom (2001–2002);

Vitaly Saveliev has been CEO of Aeroflot
since 2009.

Deputy Minister for Economic Development
and Trade (2004–2007);

His previous positions include:

First Deputy President of AFK Sistema
(2007–2009).

Deputy Head of Sevzapmetallurgmontazh
(1984–1987)
Deputy Head of civil engineering at
Glavleningradinzhstroi (1987–1989);

In September 2012, appointed Deputy Mayor
of Moscow at the Moscow Government and
Head of the Department for Transport and Road
Infrastructure Development of Moscow by
a decree of the Mayor of Moscow.

Chairman of the Board of Bank Menatep
St Petersburg (1995–2001);

Maxim Liksutov
Holds a 0.121% shareholding in PJSC Aeroflot.

Non-Executive Director

In 2007, graduated from the Plekhanov Russian
Academy of Economics with a degree in Finance
and Credit. In 2012, graduated from International
Law Institute with a degree in Business
Management in 2012. In 2016, completed
the Occupational Health and Safety programme
at the Institute of International Standards
of Accounting and Management.

From 2009 to 2010, CEO of Aeroexpress.
From 2001 to 2011, member of the Board
of Directors of TransGroup AC.
Awarded the title of the Honoured Worker
of Transport of the Russian Federation in 2013,
a Letter of Acknowledgement from the Chairman
of the State Duma of the Russian Federation in
2016, the Order of Friendship in 2017, Certificates
of Honour of the President of the Russian
Federation and the Federal Treasury in 2018.

Owns no shares in PJSC Aeroflot.

Since December 2011, Head of the Department
for Transport and Road Infrastructure
Development of Moscow.

PJSC Aeroflot

Holds degrees in mechanical engineering from the
Kalinin Polytechnic Institute in Leningrad (1977)
and from the Palmiro Togliatti Engineering and
Economic Institute (1986).

From April 2011, Adviser to the Mayor of Moscow
on transport and road infrastructure development
matters.

01
02

Member of PJSC Aeroflot’s Board of Directors
since 2014.

From 2009, Head of Strategic Initiatives
at the All-Russian Exhibition Centre.

Born in 1975.

In 1993, graduated from the Moscow State
Pedagogical Institute with a degree in Russian
Language and Literature.

From 2000 to 2002, Advisor to the Chairman
of the State Duma of the Russian Federation.

Since 2014, Managing Director at Renaissance
Broker.

From 1992 to 1998, Vice President
of Soyuzcontract.

In 1998, graduated from Voronezh State
University. In 1999, graduated with a Master’s
degree in Political Studies from the Moscow
School of Social and Economic Sciences and the
University of Manchester.

From 2000, led the strategy development exercise,
chaired the Internet Policy Centre, and oversaw
the establishment of the Russian International
Studies Association at the Moscow State Institute
of International Relations (MGIMO University).
Last position held – Deputy Scientific Vice
President, Innovation Director.

Born in 1968.
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From 2002 to 2009, member of the Federation
Council, Deputy Committee Chairman at the
Federation Council.

Member of PJSC Aeroflot’s Board of Directors
since 2014.

Member of the Government Expert Council,
member of the Board of Directors of RVC.

From 2009 to 2014, Chairman of the Board
of Directors of Renaissance Capital.

Since 2011, Director of the Young Professionals
programme at the Agency for Strategic Initiatives.

Owns no shares in PJSC Aeroflot.

Igor Kamenskoy

Dmitry Peskov

Independent Director
Head of the Strategy Committee, member
of the Audit Committee and the Personnel and
Remuneration Committee of the Board of Directors

Non-Executive Director
Member of the Personnel and Remuneration
Committee and the Strategy Committee
of the Board of Directors

Member of PJSC Aeroflot’s Board of Directors
since 2019.
Born in 1975.
In 1997, graduated from the Moscow State Social
University with a degree in Economics.
Graduated from the Plekhanov Russian Academy
of Economics with degrees in Professional
Assessment of Proprietary Subject Matters and
Proprietary Rights, and Business Valuation.

Alexander Galushka
Non-Executive Director
Member of the Personnel and Remuneration
Committee and the Strategy Committee
of the Board of Directors

Graduated from the Russian Presidential Academy
of National Economy and Public Administration –
the Top-Level Personnel Reserve Training
Programme; completed an internship at the
University of Edinburgh (UK), defended the project
on the Strategy of Human Capital Preservation and
Human Development in the Russian Federation until
2050.
Since 19 July 2019, Counsellor at the International
Congress of Industrialists and Entrepreneurs (ICIE).
Since June 2019, member of the Board of Directors
of Russian Agricultural Bank.
From 2013 to 2018, Minister of the Russian
Federation for the Development of the Far East.

PJSC Aeroflot

In 1999, Vice President of ROSBANK.

In 2013, during the elections of the Mayor
of Moscow, he was nominated by Sergey Sobyanin
as a candidate to the Federation Council.
In 2013, Co-Chairman of the headquarters
of the All-Russian Popular Front.
In 2012, professor at the Higher School
of Economics.

From 2010 to 2013, President of Business Russia,
an all-Russian public organisation; member
of the Supervisory Board of the Agency for Strategic
Initiatives (ASI) and a number of expert councils under
the President of the Russian Federation on economics,
on modernisation and innovation, on national projects,
and on demographic development.

Awarded the Order of Honour for significant
contribution to the social and economic development
of the Russian Far East; the Stolypin Medal, 1st class,
for merits in addressing strategic tasks of national
social and economic development and for many years
of conscientious work; a Letter of Acknowledgement
from the President of the Russian Federation
for providing expert and analytical support
to the President; a Certificate of Honour of the Russian
Government for significant personal contribution
to the modernisation of the Russian economy;
Letters of Acknowledgement from the Russian
Government for substantial contribution to developing
roadmaps of national entrepreneurship initiatives
and creating a favourable investment environment
in Russia, for preparation of the tax section of Russia’s
Strategy 2020 and leading the Fiscal Policy team
under the Russian Government, and for significant
personal contribution to the introduction and
development of valuation in the Russian Federation.
Awarded the Order of Saint Equal-to-the-Apostles
Grand Prince Vladimir, 3rd class, and numerous
industry awards.

Owns no shares in PJSC Aeroflot.

Member of PJSC Aeroflot’s Board of Directors
since 2013.

From 2012 to 2018, member of the Board
of Directors of Russian Railways.

Born in 1971.

From 2010 to 2017, Managing Partner
of EuroAtlantic Investments Ltd.

In 2016, was named Best Independent Director
of the year at the award ceremony organised by
PWC, Association of Independent Directors and
Russian Union of Industrialists and Entrepreneurs.

Vasily Sidorov
Independent Director
Head of the Audit Committee, member
of the Personnel and Remuneration Committee
and the Strategy Committee of the Board
of Directors
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In 1993, graduated from the Moscow State
Institute of International Relations (MGIMO
University) with a degree in International Public
Law, and from the Wharton Business School
of the University of Pennsylvania with a degree
in Finance.

From 1996 to 2013, engaged in entrepreneurship,
social activities and teaching.

Owns no shares in PJSC Aeroflot.
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Since 2012, CEO of Arida.

From 2006 to 2010, co-owner of Telecom Express
Group.
From 2003 to 2006, President of MTS.
From 2000 to 2003, First Vice President of Sistema
Telecom.
From 1997 to 2000, Deputy CEO of Svyazinvest.

Owns no shares in PJSC Aeroflot.

Since October 2019, member of the Board
of Directors of Russian Post.
Since November 2018, member of the Board
of Directors of AC Rus Media (publisher of Forbes
Russia).

PJSC Aeroflot
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Member of PJSC Aeroflot’s Board of Directors
since 2015.
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02

Born in 1974.
In 1996, graduated from the Lomonosov
Moscow State University with a degree in Law.
In 2003, completed a post-graduate programme
at the Academy of National Economy under
the Government of the Russian Federation.
PhD in Economics.

03

Since January 2015, President of United Aircraft
Corporation.

Yury Slyusar

Member of PJSC Aeroflot’s Board of Directors
since 2011.

In 2010, Director of the Aviation Industry
Department at the Russian Ministry of Industry
and Trade.

Born in 1952.

In 2009, was appointed Assistant to the Minister
of Industry and Trade of the Russian Federation.
From 2003, Commercial Director at Russian
Helicopters, Rostov-on-Don.
Until 2003, worked with various business entities.

Owns no shares in PJSC Aeroflot.

In 2012, was appointed Deputy Minister
of Industry and Trade of the Russian Federation.

Sergey Chemezov
Non-Executive Director

Non-Executive Director
Member of the Strategy Committee
of the Board of Directors

04

Graduated from the Irkutsk Institute
of National Economy, completed advanced
courses at the Military Academy of the
General Staff of the Russian Armed Forces.
Doctor of Economics, Professor, full member
of the Academy of Military Science.

From 1988 to 1996, Deputy CEO of Sovintersport.

Chairman of the boards of directors
of Rosoboronexport, VSMPO-AVISMA
Corporation, KAMAZ and Uralkali.

Member of the Bureau of the Supreme Council
of the United Russia Party. Chairman of the Union
of Machine Engineers of Russia. President
of the Union of Machine Engineers of Russia.
Head of the Department of Military and
Engineering Cooperation and High-Tech
at the Moscow State Institute of International
Relations (MGIMO University).

Member of the boards of directors of International
Financial Club . Member of the Supervisory Board
of Rostec State Corporation.
Since December 2007, CEO of Rostec State
Corporation.
From 2004 to 2007, CEO of Rosoboronexport.
From 2001 to 2004, First Deputy CEO
of Rosoboronexport.
From 1999 to 2001, CEO of Promexport.

Member of PJSC Aeroflot’s Board of Directors
since 2018.

From 2012 to 2018, Minister of Transport
of the Russian Federation.

Born in 1968.

From 2018 to 2019, CEO, Chairman
of the Executive Committee and a member
of the Board of Directors of LSR Group.

In 1991, graduated from the Department
of Economics of Saint Petersburg State
University with a degree in Political Economy.
PhD in Economics.

PJSC Aeroflot

Maxim Sokolov
Non-Executive Director
Head of the Personnel and Remuneration
Committee, member of the Audit Committee and
the Strategy Committee of the Board of Directors

Since December 2019, Vice Governor
of Saint Petersburg.

From 1992 to 1993, commercial agent at Frezi
Grant.

Second Class State Adviser of the Russian
Federation.

From 1993 to 1999, CEO of ROSSI. From 1999
to 2004, CEO of Corporation S.

Awarded the 4th class Order for Service
to the Motherland, the Order of Honour, a Medal
of the Order For Merit to the Fatherland,
2nd class, a Certificate of Honour
of the President of the Russian Federation,
a Letter of Acknowledgement from the President
of the Russian Federation, a lapel badge
of the Honoured Worker of Transport of Russia.

From 2004 to 2009, Chairman of the Committee
for Investments and Strategic Projects
of the Government of Saint Petersburg.
In 2009, member of the Government
of Saint Petersburg, Chairman of the Committee
for Economic Development, Industrial Policy
and Trade. From 2009 to 2012, Director
of the Department of Industry and Infrastructure
of the Russian Government.

Owns no shares in PJSC Aeroflot.

From 1980, worked at Luch Scientific Production
Association and headed its representative office
in East Germany from 1983 to 1988.
Started his career at the Irkutsk Research Institute
of Noble and Rare Metals and Diamonds.

Recipient of high government awards and winner
of a large number of other prestigious awards.
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Owns no shares in PJSC Aeroflot.

Executive Secretary of the Board of Directors
Born in 1977.
In 2001, graduated from the Institute of
Economics and Entrepreneurship. Obtained a PhD
from the Russian Presidential Academy of Public
Administration.

Since 2018, member of the boards of directors
of JSC Zarubezhneft and PJSC Transneft.

From 1991 to 1993, lecturer at the Department
of Economics of Saint Petersburg State University.

From 1996 to 1999, Head of Foreign Economic
Relations at the Directorate of the President
of the Russian Federation.
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Joined PJSC Aeroflot in 1998. Held a number of
positions from a legal counsel at the regulations
drafting and alignment team of the Company’s
Administration to Director of the Corporate
Governance Department.

Alexey Melyokhin
Executive Secretary of the Board of Directors

Owns no shares in PJSC Aeroflot.

The Executive Secretary of the Board of
Directors is responsible for the administrative
and information support of the Company’s
Board of Directors and General Meeting
of Shareholders, and supervises compliance
by the Company’s bodies and officers
with corporate governance rules and
procedures stipulated by the Russian laws,
the Company’s Articles of Association and
internal documents.
The proceedings of the Executive Secretary
are governed by the Regulations on the
Executive Secretary and the Office of the
Board of Directors of PJSC Aeroflot.
The functions and powers of the Executive
Secretary acting as a corporate secretary
comply with the recommendations of the
Russian Corporate Governance Code.

PJSC Aeroflot

Annual Report 2019

180

183

Corporate Governance System
continued

Annual Report 2019

Annual Report 2019

182
Board of Directors performance report for 2019
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Number of meetings held by the Board of Directors

11

9

20

2019

8

10

4
4

In person
In absentia

4
4
4

18

2018

7

9

16

2017

9

9

Finance

18

2016

11

9

20

2015

Strategy Committee

12(10)/12

4(1)/4

7(1)/7

8(3)/8

4(1)/4

4/4

9(2)/9

11(1)/11

Board of Directors

Evgeny Ditrich

Chairman of the Board of Directors

20(11)/20

Mikhail Voevodin*

Non-Executive Director

Alexander Galushka** Non-Executive Director

PJSC Aeroflot

Personnel and
Remuneration
Committee

Status

Igor Kamenskoy

Independent Director

20(11)/20

Maxim Liksutov**

Non-Executive Director

8(4)/8

Roman Pakhomov*

Non-Executive Director

12(8)/12

Dmitry Peskov

Non-Executive Director

20(12)/20

Mikhail Poluboyarinov Non-Executive Director

20(12)/20

Vitaly Saveliev

Executive Director

20(11)/20

Vasily Sidorov

Independent Director

20(11)/20

Yury Slyusar

Non-Executive Director

20(14)/20

Maxim Sokolov

Non-Executive Director***

20(11)/20

Sergey Chemezov

Non-Executive Director

20(15)/20

Audit Committee

12(1)/12
7(1)/7

7(1)/7
5(2)/5

11(3)/11

12(1)/12

9(2)/9

11(1)/11

5/5

5(1)/5

Corporate
governance
and HR

4
4
4
4 Incentive system
4 Dividends from subsidiaries
4 Preparation for the next Annual General Meeting
of Shareholders
4 PJSC Aeroflot Annual Report
4 Remuneration of members of the Board of Directors,
its Committees and the Revision Committee

Transactions

4 Aircraft lease transactions
4 Approval of interested party transactions

11(11)/11
11(2)/11

Note. Data format: the number of meetings attended by the member of the Board of Directors/the total number of meetings held in 2019. Attendance through written opinions
or questionnaires (for meetings held in absentia) is shown in brackets.
* Member of the Board of Directors until 25 June 2019.
** Member of the Board of Directors since 25 June 2019.
*** Independent director from August to December 2019.

4
4
4
4
4
4
4
4
4
4
4
4
4

Directors attendance at Board and Committee meetings in 2019
Member
of the Board of Directors

4
4
4

In its resolutions, the Board of Directors covers
a number of priority areas to:
Flight safety
4 ensure flight safety
4 determine Aeroflot Group’s strategy and
Implementation of Aeroflot Group’s strategy
identify priority business segments
Implementation of Aeroflot Group’s Long-Term Development
4 build and maintain effective internal controls
Programme and KPIs achievement
and risk management
Progress of strategic partnership promotion
4
map out a development strategy for
Implementation of Aeroflot Group’s Innovative Development
Aeroflot Group’s aircraft fleet and route network
Programme
4
improve
operating, financial and marketing
IT development
practices through upgrades, innovation and
Implementation of Aeroflot Group’s marketing strategy
implementation of best practices from global
Customer service enhancement
peers
4 improve the performance of Aeroflot’s branches
Annual accounting statements, including the income statement
and representative offices both domestically
Consolidated budget
and internationally
Auditors’ reports following the audit of RAS and IFRS
4 enforce higher standards for airport and
statements
in-flight passenger services, expand the service
Operational KPIs forecast
mix and improve customer experience
4 promote cooperation with SkyTeam partners,
Non-aviation revenues
use the membership to expand the Company’s
Sponsorship and philanthropy
route network and boost the international flight
Profit distribution, including dividend payout
performance
Procurement
4 promote strategic partnerships with airlines
Approval of auditors for RAS and IFRS statements
across key geographies
Risk management system
4 improve operational performance of
Review of the Internal Audit Department’s report
subsidiaries and streamline the non-core asset
structure to cut unnecessary spending and
Review of materials and the opinion of the Revision Committee
increase returns on investments
Shareholder and investor relations
4 develop and upgrade information technologies
4 ensure information transparency, including
Corporate governance at PJSC Aeroflot
procurement
Performance of the Board of Directors and its Committees
4 enhance shareholder and investor relations
Changes in the membership of the Management Board
4 develop and improve corporate policies.

01
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03
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Key matters discussed by the Board of Directors in 2019

In 2019, PJSC Aeroflot’s Board of Directors held 20 meetings, including 9
in person and 11 in absentia, which addressed over 170 matters and passed
about 400 resolutions.
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Committees of the Board of Directors
Audit Committee

Personnel and Remuneration Committee

Strategy Committee
01

01
02
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To improve the effectiveness
of resolutions passed by the
Board of Directors, ensure
more detailed preliminary
discussions of the most important
matters and prepare relevant
recommendations, PJSC Aeroflot
has three dedicated Committees
of the Board of Directors:
4 Audit Committee
4 Personnel and Remuneration Committee

The Audit Committee of the Board of Directors supervises
the Company’s financial and business operations to protect
shareholder interests and ensure the growth of the Company’s
assets. Coordinating with the Company’s executive bodies,
the Revision Committee and the Internal Audit Department, the
Audit Committee prepares and submits for consideration by the
Board of Directors recommendations and proposals on relevant
matters.
In 2019, the Audit Committee held a total of 12 meetings,
including one meeting held in absentia. The Committee’s meeting
agendas were compiled in line with the Committee’s activity plan
approved by the first post-election meeting, and reflected the
instructions of the Board of Directors.

The Personnel and Remuneration Committee promotes the
development of the HR policy, supervises matters concerning the
Company’s organisational structure, selection and assessment
of persons appointed to the Company’s governing bodies, their
remuneration, and the remuneration system.
In 2019, the Personnel and Remuneration Committee held
a total of 11 meetings, including one meeting held in absentia.
The Committee’s meeting agendas were compiled in line with
the Committee’s activity plan approved by the first post-election
meeting, and reflected the instructions of the Board of Directors.

The Strategy Committee was set up to prepare
recommendations and proposals to the Board of Directors,
enhancing the Company’s performance and improving its longterm strategy.
In 2019, the Strategy Committee held a total of 11 meetings,
including one meeting held in absentia. The Committee’s meeting
agendas were compiled in line with the Committee’s activity plan
approved by the first post-election meeting, and reflected the
instructions of the Board of Directors.
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4 Strategy Committee

Performance against Aeroflot Group’s consolidated budget targets
Aeroflot Group’s and PJSC Aeroflot’s budgets
Initiatives to reduce Aeroflot Group’s operating costs
Improvement of internal audit at Aeroflot Group
Auditors’ reports on the financial and business audit results under RAS and IFRS
Reports on audits conducted by the Internal Audit Department
Shareholder and investor relations
Procurement
Transactions related to the aircraft fleet
Extending and restructuring of loans
Internal documents.

The Board of Directors’ Committees are
elected by the Board of Directors and act in
compliance with relevant Committee Regulations
approved by the Company’s Board of Directors.
The Committees act as per the Board’s
resolutions and activity plans based on the
Board’s activity plan.

4
4
4
4
4
4
4
4
4
4
4

The Board of Directors’ Committees held
11 meetings in person in 2019, including joint
meetings, and two meetings in absentia, reviewed
matters related to Aeroflot Group’s business
and prepared detailed recommendations and
proposals to the Company’s Board of Directors
and Management Board.

Membership of the Audit Committee
(elected by resolution of the Board of Directors on 8 August 2019)

PJSC Aeroflot

1. Vasily Sidorov – Head of the Committee, Independent Director
2. Igor Kamenskoy – Independent Director
3. Maxim Sokolov – Non-Executive Director (Independent Director until
December 2019)

Roman Pakhomov was a member of the Audit Committee until 25 June 2019.

4 Remuneration of the Company’s management, members of the Board of
Directors and the Revision Committee, Long-Term Incentive Programme, and
Long-Term Incentive Programme for members of the Board of Directors
4 CEO and management KPIs
4 Aeroflot Group’s Long-Term Development Programme KPIs
4 The Company’s organisational structure
4 Consideration of proposals and preparation of recommendations on
nominees to PJSC Aeroflot’s Board of Directors and Revision Committee
representing the interests of the state in 2020/2021 corporate year
4 Assessment of independence of nominees to the Company’s Board of
Directors against the relevant criteria
4 Internal documents.

4 Implementation and update of Aeroflot Group’s Long-Term Development
Programme
4 Implementation of Aeroflot Group’s marketing strategy
4 IT development strategy
4 Development of subsidiary airlines
4 Results of Aeroflot Group’s Innovative Development Programme
4 Aircraft fleet expansion
4 Internal documents.

1. Maxim Sokolov – Head of the Committee, Non-Executive Director
(Independent Director until December 2019)
2. Igor Kamenskoy – Independent Director
3. Vasily Sidorov – Independent Director
4. Alexander Galushka – Non-Executive Director
5. Dmitry Peskov – Non-Executive Director

1. Igor Kamenskoy – Head of the Committee, Independent Director
2. Maxim Sokolov – Non-Executive Director (Independent Director
until December 2019)
3. Vasily Sidorov – Independent Director
4. Dmitry Peskov – Non-Executive Director
5. Alexander Galushka – Non-Executive Director
6. Yury Slyusar – Non-Executive Director
7. Andrey Panov – Deputy CEO for Strategy, Service and Marketing
8. Andrey Chikhanchin – member of the Management Board, Deputy CEO
for Commerce and Finance
9. Roman Pakhomov – CEO of Avia Capital Services
10. Evgeny Stolyarov – Director of the Property Relations and Territorial Planning
Department at the Ministry of Transport of the Russian Federation

Mikhail Voevodin was a member of the Personnel and Remuneration Committee until
25 June 2019.

Mikhail Voevodin, a member of the Board of Directors, and Vadim Zingman, Deputy
CEO for Customer Relations, were members of the Strategy Committee until 25 June
and 8 August 2019, respectively.

PJSC Aeroflot
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Membership of the Management Board
as at 31 December 2019
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The CEO also acts as the Chairman
of the Management Board and
represents the interests of the
Company without power of
attorney, acting in compliance
with PJSC Aeroflot’s Articles of
Association. The CEO is elected by
the Board of Directors for a maximum
term of five years.

04

Vitaly Saveliev has been
PJSC Aeroflot’s CEO since April
2009; in August 2018, the Board of
Directors resolved to extend his term
of office until 2023.

PJSC Aeroflot

The Board of Directors is authorised
to appoint members of the
Management Board and remove
them from office before the end
of their term. The Management
Board acts in compliance with
PJSC Aeroflot’s Articles of Association
and Regulations on the Management
Board of PJSC Aeroflot.

The scope of authority of
PJSC Aeroflot’s executive bodies
covers all matters pertaining to
management of the Company’s
day-to-day operations, except for
those reserved to the General Meeting
of Shareholders or the Board of
Directors.
Changes in the membership of
PJSC Aeroflot’s Management Board in
the reporting period were as follows:
4 Vadim Zingman, Deputy CEO
for Customer Relations, left the
Management Board on 8 August
2019
4 The size of the Management Board
was reduced to nine members
In the reporting period, members of
the Management Board did not enter
into transactions with PJSC Aeroflot
shares.

Vitaly Saveliev

Vladimir Antonov

Chairman of the Management Board, CEO

First Deputy CEO for Operations

Deputy CEO for Administrative Management

Born on 18 January 1954.

Born in 1953.

Born in 1954.

In 1977, graduated from Leningrad Polytechnic
Institute (Saint Petersburg Polytechnic University).

In 1975, graduated from Moscow Railway
Engineering Institute.

In 1986, graduated from the Leningrad Institute of
Engineering and Economics (the Saint Petersburg
State University of Economics).

From 1977 to 1995, served in the armed forces.

Graduated from Dzerzhinsky Higher Naval Engineering
College. From 1971 to 1983, served in the armed
forces of the USSR.

PhD in Economics.
From 1977, was engaged in the construction of the
Sayano–Shushenskaya HPP, worked his way up
from an engineer to the chief structural engineer in
one of the KrasnoyarskGESstroy associations.
From 1984, Deputy Head of All-Union Trust
Sevzapmetallurgmontazh.
From 1987, Deputy Head of Chief Directorate at
Glavleningradinzhstroy.
From 1989, President of the US-Russian joint
venture DialogInvest.
From 1993, Chairman of the Management Board of
BANK ROSSIYA.
From 1995, Chairman of the Management Board of
Bank MENATEP Saint Petersburg.
From 2001, Deputy Chairman of the Management
Board of Gazprom.

From 1995 to 2018, Deputy CEO for Economic
and Aviation Safety, Deputy CEO for Aviation
Safety, Deputy CEO for Aviation and Operating
Safety, First Deputy CEO for Operations, and First
Deputy CEO for Aviation Safety at PJSC Aeroflot.
Since 2018, First Deputy CEO for Operations at
PJSC Aeroflot.
Awarded a Medal of the Order For Merit to
the Fatherland, 2nd class, and the title of the
Distinguished Worker of Transport of Russia,
received a Letter of Acknowledgement from the
President of the Russian Federation, a Pavel
Melnikov Medal, a lapel badge of the Honoured
Worker of Transport of Russia, as well as other
government and industry awards.

Vasily Avilov

CORPORATE GOVERNANCE

PJSC Aeroflot’s sole executive
body, the CEO, and collective
executive body, the Management
Board, are charged with running
the Company’s day-to-day
operations. The executive bodies
report directly to the Board of
Directors and the General Meeting
of Shareholders.

04

From 1983 to 1994, worked at the Ministry of Foreign
Economic Relations of the USSR.
From 1994 to 1997, worked at the Office of the
Security Council of the Russian Federation.
Captain 1st rank and a Third Class State Adviser of
the Russian Federation.
From 1997 to 2013, Head of Administration, Deputy
CEO – Executive Director at PJSC Aeroflot.
Since 2013, Deputy CEO for Administrative
Management at PJSC Aeroflot.
Awarded Medals of the Order “For Merit to the
Fatherland”, 1st class and 2nd class, a Medal
“For Battle Merit”, a Certificate of Honour and a Letter
of Acknowledgement from the President of the
Russian Federation, and other ministry and industry
awards.

Holds a 0.000425% shareholding in PJSC Aeroflot.
Holds a 0.0000002% shareholding in PJSC Aeroflot.

From 2004, Deputy Minister of Economic
Development and Trade of the Russian Federation.
From 2007, First Vice President of PJSFC Sistema.
Since 2009, current position.
Awarded the Order “For Merit to the Fatherland”,
4th class, the Order of Alexander Nevsky, the
Order of Honour, the Order of Friendship, a Letter
of Acknowledgement from the President of the
Russian Federation, numerous medals and industry
awards.

Holds a 0.121% shareholding in PJSC Aeroflot.

PJSC Aeroflot
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Vladimir Aleksandrov

Kirill Bogdanov

Georgy Matveev

Igor Parakhin

Igor Chalik

Andrey Chikhanchin

Deputy CEO for Legal and Property Matters

Deputy CEO for Information Technologies

Director of Safety Management

Deputy CEO – Technical Director

Deputy CEO – Commander of Flight Operations

Deputy CEO for Commerce and Finance

Born in 1984.

Born in 1963.

Born in 1953.

Born in 1961.

Born in 1957.

Born in 1982.

In 2005, graduated from Moscow State Law
University. In 2016, graduated from the Russian
Presidential Academy of National Economy and
Public Administration (RANEPA).

Graduated from Leningrad Polytechnic Institute.

Graduated from the Academy of Civil Aviation.
PhD in Technical Sciences.

Graduated from the Moscow Institute of Civil
Aviation Engineers.

Graduated from the Aktyubinsk Higher School of
Civil Aviation.

From 1973 to 1991, co-pilot, pilot in command,
Deputy Air Squadron Commander, Acting Head
of Flight Management at the Latvian Civil Aviation
Department.

From 1984 to 1991, worked at the Central
Administration of International Air Traffic.

After graduation, he was employed by a Syktyvkar
airline where he flew the Tu-134 aircraft.

In 2004, graduated from the Academy of Budget
and Treasury of the Russian Ministry of Finance.
PhD in Economics.

From 1991 to 2001, worked at PJSC Aeroflot
starting from the position of an aircraft
maintenance technician.

In 1983, joined the Central Administration of
International Air Traffic (now Aeroflot). Flew the
Tu-134, Il-86, A310, and A320 aircraft.

From 2001 to 2011, Deputy Director
of the Aviabusiness Higher Commercial School.

Since 2008, he has been flying the A330 aircraft,
with flight hours totalling about 14 thousand
hours.

Held senior positions at the Prosecutor
General’s Office of the Russian Federation and
the Investigative Committee of the Russian
Federation.
Joined PJSC Aeroflot in 2013.
Since July 2016, Deputy CEO for Legal and
Property Matters at PJSC Aeroflot.
Awarded a Medal of the Order “For Merit
to the Fatherland”, 2nd class, and a Letter
of Acknowledgement from the Minister
of Transport of the Russian Federation.

From 1992 to 1993, lead specialist at KredoBank.
From 1993 to 1995, lead programmer at BANK
ROSSIYA.
From 1996 to 2002, Head of Industrial Control
System and Programming at Bank MENATEP
Saint Petersburg.
In 2002, Head of the Department of Automation,
Information Technology and Telecommunications
at Gazprom.
From 2002 to 2004, Adviser to the Vice President
at United Company GROS.
From 2004 to 2007, Executive Director at RAMAX
International.
From 2007 to 2009, Director of Development and
Control, Telecom Assets, at PJSFC Sistema.

Owns no shares in PJSC Aeroflot.

Holds 27 patents for IT solutions.
Joined PJSC Aeroflot in 2009.
Awarded a Medal of the Order “For Merit
to the Fatherland”, 2nd class, a Letter of
Acknowledgement from the President of the
Russian Federation, and a Pyotr Gubonin Medal.

From 1991 to 1995, chief pilot, Director for Flight
Operations at Latvian Airlines.
From 1998 to 2001, pilot, B737 pilot in command,
pilot inspector at the Flight Safety Inspectorate
at Transaero Airlines.
Since 2001, he has been working at PJSC Aeroflot
as Deputy Chief Flight Safety Inspector and
Deputy Director of Safety Management.

Joined PJSC Aeroflot in 2011.
Awarded a Medal of the Order “For Merit
to the Fatherland”, 2nd class, and a Letter
of Acknowledgement from the President
of the Russian Federation.

Since July 2012, Director of Safety Management.
Awarded a Medal of the Order “For Merit to
the Fatherland”, 2nd class, the honorary title of
the Distinguished Pilot of the Russian Federation,
an Air Transport Excellence lapel badge, and other
ministry and industry awards.

Owns no shares in PJSC Aeroflot.

Holds a 0.000007% shareholding in PJSC Aeroflot.
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From 2003 to 2008, held positions in finance and
economic planning at several companies and
organisations in various industries.
From 2008 to 2009, project manager at State
Corporation Bank for Development and Foreign
Economic Affairs.

From 2003 to 2008, Commander of the A320 Air
Squadron at PJSC Aeroflot.

From 2009 to 2018, Deputy Director, Director
of the Corporate Finance Department at
PJSC Aeroflot.

From 2008 to 2010, Commander of the A330 Air
Squadron at PJSC Aeroflot.

Since September 2018, Deputy CEO for
Commerce and Finance at PJSC Aeroflot.

Since 2011, Deputy CEO – Commander of Flight
Operations at PJSC Aeroflot.

Has a Letter of Acknowledgement from the
Minister of Transport of the Russian Federation.

Distinguished Pilot of the Russian Federation,
awarded a Medal “In Commemoration of
the 850th Anniversary of Moscow” and
a commemorative badge for the 85th Anniversary
of Civil Aviation.
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Owns no shares in PJSC Aeroflot.

Awarded the honorary title of the Distinguished
Pilot of the Russian Federation, a Nesterov Medal,
and other ministry and industry awards.

Owns no shares in PJSC Aeroflot.

PJSC Aeroflot

PJSC Aeroflot

Holds a 0.000117% shareholding in PJSC Aeroflot.
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To develop recommendations and
proposals for the Management Board
aimed at boosting the Company’s
performance, PJSC Aeroflot has in place
a number of collective advisory bodies:
4 The Committee
for Finance and Investments
is responsible for planning and
rational use of financial resources,
including budgeting, investments, M&A
transactions, and risk management
4 The Committee
for Innovative Development
is responsible for implementation
and evaluation of innovative solutions
and intellectual property rights
management
4 The Committee
for Digital Technologies
is responsible for analysis of strategic
areas and projects related to digital
technologies, including data security
projects

PJSC Aeroflot

4 The Committee
for Revenue Contracts
is responsible for ensuring the
economic efficiency of new revenue
contracts (agency agreements for
ticket sales)

Remuneration of members
of the Board of Directors and the management

In 2019, the Management Board of PJSC Aeroflot held a total
of 40 meetings, including 17 meetings in absentia, and discussed
over 300 matters related to the Company’s day-to-day operations,
including:
4 flight safety
4 route network expansion
4 fleet development
4 IT development
4 customer service enhancement
4 on-time performance

4 implementation of the Growth
Strategy, Long-Term Development
Programme, and Innovative
Development Programme
4 Aeroflot Group’s consolidated budget
4 charitable support for a number
of institutions
4 sponsorship and cooperation
initiatives.

The Company has in place a structured
remuneration system for members of the
governing bodies designed to link the
remuneration amount to the achievement
of short-term targets, and align the
long-term interests of the Company’s
shareholders and management.
Short-term incentive is provided in the
form of quarterly and annual bonuses
while long-term incentive implies
payments based on the achievement of
the Company’s strategic goals in line with
current long-term incentive programmes
for members of the Board of Directors and
the Company’s management.

Remuneration of members
of the Board of Directors
Guidelines for Board remuneration
calculation and payouts are set forth in
the Regulations on Remuneration and
Compensations Payable to Members of
the Board of Directors of PJSC Aeroflot,
developed in line with the Federal Law On
Joint Stock Companies, other applicable
regulations of the Russian Federation,
and the Company’s internal documents.
The Regulations were approved by
PJSC Aeroflot’s General Meeting of
Shareholders on 25 June 2019.
The Board remuneration system
comprises a fixed component and
the Long-Term Incentive Programme
(a variable component). The size
of the fixed component depends
on the involvement of members of
PJSC Aeroflot’s Board of Directors
in the activities of the Board and its
committees, and includes the fixed
base pay and additional payments for
discharging extra duties. The variable
remuneration component is directly linked
to the achievement of the Company’s
strategic goals and delivery on targets set

by Aeroflot Group’s Strategy 2023 and
Aeroflot Group’s Long-Term Development
Programme for 2019–2023.
The Long-Term Incentive Programme for
members of PJSC Aeroflot’s Board of
Directors for the period from 1 January
2019 to 31 December 2020 is aimed at
aligning the interests of the Company
and its shareholders with the interests
of Board members by entitling Board
members participating in the Long-Term
Incentive Programme to a bonus linked
directly to the achievement of strategic
targets and delivery on targets set by
Aeroflot Group’s Strategy 2023 and
Aeroflot Group’s Long-Term Development
Programme for 2019–2023.
The Long-Term Incentive Programme
for 2019–2020 is based on reaching
the target levels across the following
indicators:
4 Aeroflot Group’s passenger traffic
4 The share of international transfer
traffic in Aeroflot Group’s total
passenger traffic
4 Aeroflot Group’s RASK.
The Long-Term Incentive Programme
covers two periods:
4 The interim period – one calendar year,
from 1 January to 31 December 2019
4 The period of the Long-Term Incentive
Programme – two calendar years from
1 January 2019 to 31 December 2020.
Remuneration procedure:
4 2/3 of the remuneration for the interim
period are paid out no later than
30 days after the General Meeting of
Shareholders that resolved to pay the
remuneration
4 1/3 is set aside until the end of the
Long-Term Incentive Programme and
is included in the final payment under

the Long-Term Incentive Programme
determined based on the achievement
of targets set by the Long-Term
Incentive Programme at the end of
the Long-Term Incentive Programme’s
period.

Management remuneration
The remuneration system designed for the
management and the other staff enables
the Company to engage and retain highly
qualified professionals. Remuneration for
the management is comprised of the fixed
component (basic salary) and the variable
component (current bonuses and longterm incentives).
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Current bonuses depend on the Groupwide performance and are calculated
in accordance with the Company’s
KPI-based employee bonus system.
The KPI-based employee bonus system
is formalised by the Regulations on
Bonus Payments to the Managers
and Specialists of PJSC Aeroflot.
The Regulations stipulate that the
bonus component of the management
compensation amount shall depend on
their quarterly and annual performance
against the KPIs approved for the relevant
reporting period.
To provide long-term incentives for
PJSC Aeroflot’s management, the
Long-Term Incentive Programme for
2019–2020 was approved by the
Board of Directors on 28 November
2019. The Programme covers the CEO,
members of the Management Board,
Deputy CEOs, department heads, Chief
Accountant, and other employees of the
Company, as resolved by the CEO.

PJSC Aeroflot
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The 2019–2020 Long-Term Management
Incentive Programme draws on
the following underlying metrics:
Aeroflot Group’s passenger traffic; the
share of international transfer traffic in
Aeroflot Group’s total passenger traffic;
development of regional traffic.
The Long-Term Incentive Programme
covers two periods:
4 The interim period – one calendar year,
from 1 January to 31 December 2019
4 The period of the Long-Term Incentive
Programme – two calendar years from
1 January 2019 to 31 December 2020.
Remuneration procedure:
4 2/3 of the remuneration for the interim
period are paid out no later than
60 days after the Board of Directors
approves the Company’s interim results
4 1/3 is set aside until the end of the
Long-Term Incentive Programme and
is included in the final payment under
the Long-Term Incentive Programme
determined based on the achievement
of targets set by the Long-Term
Incentive Programme at the end of
the Long-Term Incentive Programme’s
period.

Remuneration of the Board of Directors
and the Management Board in 2019
On 25 June 2019, the Annual General Meeting of Shareholders resolved to approve
the amount of remuneration payable to members of PJSC Aeroflot’s Board of
Directors.
Remuneration payable to members of PJSC Aeroflot’s Board of Directors following
the completion of the Long-Term Incentive Programme for the period from 1 January
2016 to 30 September 2018 totalled RUB 186,381,100.
The amount of individual fixed remuneration payable to members of PJSC Aeroflot’s
Board of Directors under the Regulations on Remuneration and Compensations
Payable to Members of the Board of Directors of PJSC Aeroflot for the period from
1 July 2018 to 30 June 2019 totalled RUB 76,198,909.
The remuneration (salary, additional compensations, and bonuses) paid to members
of PJSC Aeroflot’s Management Board in 2019 totalled RUB 675,142,648 (in 2018,
the remuneration totalled RUB 1,428,162,020, including payments under the profitsharing plan, unavailable in the reporting period).

Remuneration of members of PJSC Aeroflot’s Board of Directors
for the period from 1 July 2018 to 30 June 2019
Member of the Board of Directors

2,436,000

Mikhail Voevodin

8,400,000

Alexey Germanovich

2,436,000

Igor Kamenskoy

Remuneration paid to members of
PJSC Aeroflot’s Management Board in 2019

PJSC Aeroflot

Remuneration type

Amount, RUB

7,596,000

Evgeny Ditrich

Not applicable

Mikhail Poluboyarinov
Vitaly Saveliev
Roman Pakhomov

434,388,747

Bonuses

240,753,901

TOTAL

675,142,648

The Company’s controlled entities either
rely for internal audit on PJSC Aeroflot’s
Internal Audit Department or have their
own internal audit unit or a permanent
internal auditor, depending on the scale
of their business and related risks.
Heads of such units and internal auditors
of the controlled entities functionally
report to the Director of the Internal Audit
Department of PJSC Aeroflot.
The internal control systems are
designed to maximise Aeroflot Group’s
transparency, economic efficiency and
compliance with applicable laws in all
aspects of operations.

Audit Committee and its role
The Audit Committee of PJSC Aeroflot’s
Board of Directors is intended to enhance
supervision over financial and business
operations to optimise capital expenditure,
protect shareholder interests and support
the growth of Aeroflot Group’s assets.
Coordinating with PJSC Aeroflot’s
executive bodies, the Revision Committee
and the Internal Audit Department, the
Audit Committee prepares and submits for
consideration by the Board of Directors
recommendations and proposals to:
4 develop and ensure the implementation
of the business plan
4 establish and ensure compliance with
effective internal controls
4 ensure effective and transparent
governance at Aeroflot Group, including
prevention and termination of abuse by
executive bodies and officers
4 prevent, identify and control conditions
giving rise to financial and operational
risks
4 ensure fairness of financial data used or
disclosed by PJSC Aeroflot
4 other matters, as may be resolved by
PJSC Aeroflot’s Board of Directors.
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7,080,000
Not applicable
9,144,000
10,380,000

Maxim Sokolov

5,256,000

Yury Slyusar

7,090,909

Sergey Chemezov

6,000,000

TOTAL

Aeroflot Group has a centralised internal
audit function headed by the Director
of the Internal Audit Department who
functionally reports to PJSC Aeroflot’s
Board of Directors and its Audit
Committee.

10,380,000

Dmitry Peskov

Vasily Sidorov

Salary and additional
compensations

Amount, RUB

Lars Erik Bergstrom

As part of its efforts to provide insurance
protection, PJSC Aeroflot has signed an
agreement for liability insurance of the
Company’s directors and officers, as
well as representatives of PJSC Aeroflot
serving on governing bodies of its
subsidiaries, providing for reimbursement
for loss caused to third parties, arising
from claims filed by third parties against
the insured due to their wrongful acts
committed in their management roles.
A securities claim filed against the
Company also constitutes an insured
event.

Internal control and audit
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PJSC Aeroflot’s Board of Directors approves
internal documents regulating its general
policy on risk management and internal
controls and establishes the principles of,
and approaches to, the risk management and
internal control system in Aeroflot Group.
Risk management and internal control
systems performance assessment is regularly
discussed by the Audit Committee of the
Board of Directors based on the reports by
the Company’s Internal Audit Department.
When conducting audits, the Internal Audit
Department draws conclusions on the
performance of the risk management and
internal control systems for each audited
entity. To make risk management across
PJSC Aeroflot’s key business processes more
effective, reports on the Company’s key risks
are submitted to the Audit Committee of the
Board of Directors on a monthly basis.

Hotline
PJSC Aeroflot has the Hotline,
a corporate vehicle of confidential
reporting to the Board of Directors
(its Audit Committee). The Hotline
operates on a confidential and
anonymous basis.
The Hotline is used to:
4 report violations of applicable
laws or Aeroflot Group’s executive
documents and regulations on
insider information and antifraud
and anti-corruption policies by any
employee and/or any member of
the governing bodies or the body
that supervises Aeroflot Group’s
financial and business operations
4 report violations of the Corporate
Conduct Code of PJSC Aeroflot
4 make proposals on the
improvement of internal controls
(including anti-corruption
procedures).

The Hotline is supported by the
Internal Audit Department which
accumulates and processes the
reports, conducts investigations and
inspections, with expert support where
necessary, reviews proposals for
improving internal control procedures,
involving other business units if
needed, informs the stakeholders
about the investigation and inspection
outcomes and prepares consolidated
reports for the Audit Committee of the
Board of Directors and the CEO of
PJSC Aeroflot.

Internal and external audit
performance assessment
by the Audit Committee in 2019
The Internal Audit Department regularly
reports to the Audit Committee of
PJSC Aeroflot’s Board of Directors on the
progress under its activities plan, audits
conducted, execution of the Department’s
recommendations and operation of the
Hotline.
The Audit Committee reviews, on an
annual basis, the results of external audit
of PJSC Aeroflot’s accounting (financial)
statements prepared under the RAS, and,
on a quarterly basis, of the consolidated
financial statements prepared under
the IFRS.

A report on these matters can be
submitted through the Feedback section
of the Company website

Internal Audit Department
The Internal Audit Department is an
independent business unit established to
provide PJSC Aeroflot’s governing bodies
with independent and reliable assurance
and advice to enhance the operations
of PJSC Aeroflot and Aeroflot Group
companies by applying a holistic and
consistent approach to the assessment
and improvement of risk management,
internal control and corporate governance
processes performance.
Aeroflot Group ensures independence and
objectivity of its internal audit by managing
its reporting lines: the Director of the
Internal Audit Department functionally
reports to PJSC Aeroflot’s Board of
Directors and its Audit Committee, and
administratively reports to PJSC Aeroflot’s
CEO.
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In its activities, the Department is
guided by the International Standards
for the Professional Practice of Internal
Auditing and the underlying principles
of independence, objectivity, proficiency
and professional care. The purpose of the
Internal Audit Department is to support
the economic efficiency and effectiveness
of PJSC Aeroflot, achievement of
financial and operational targets, asset
integrity, fair presentation of information
on the Company’s financial and business
operations and compliance with applicable
laws.
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aeroflot.ru/feedback?_
preferredLanguage=en

A total of 373 Hotline reports were reviewed by the Internal
Audit Department in 2019. Where required, internal
investigations were conducted and measures taken to prevent
offences and enhance Aeroflot Group’s internal controls.

PJSC Aeroflot’s Internal Audit Department won the Internal Auditor of the Year national award as
4 The Internal Audit Service of the Year
4 Head of Internal Audit Service of the Year
4 Internal Auditor of the Year.
It was for the first time in the history of the award that the same company was a winner in all categories. The award
has been established by the Institute of Internal Auditors and co-founded by the Russian Union of Industrialists and
Entrepreneurs and Moscow Exchange.

PJSC Aeroflot
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PJSC Aeroflot carried out the following initiatives in 2019 to optimise auditing
and ensure compliance with the International Standards for the Professional Practice
of Internal Auditing:
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4 Developed and obtained approval
by the Audit Committee of
PJSC Aeroflot’s Board of Directors
of Internal Audit Department’s
Development Strategy 2020–2024.
The Strategy formulates the mission,
key development areas and the
Department’s goals for the next five
years
4 Developed a methodology of applying
Agile in audit projects by planning
and conducting audits or advisory
projects in an agile manner to ensure
maximum utility of the outcome for
the management of the audited entity
and/or other stakeholders. All auditors
successfully completed training in
applying this approach
4 Developed a continuous auditing
methodology. A number of the
Company’s key business processes
were selected to pilot the continuous
auditing

4 Updated the audit model, including
risk reassessment following the
changes in the Company’s Strategy
and processes, changes in the
Company’s Risk Map, Hotline statistics
analysis and the findings of previous
internal audits
4 Updated the assurance map and
performed an assessment of key
internal and external assurance
providers. This tool helped streamline
PJSC Aeroflot’s provision of assurance
process as well as optimise and
prioritise future Internal Audit
Department’s agenda while reducing
overall workload.

PJSC Aeroflot’s Internal Audit Department
fulfilled all of its 2019 activities plan
approved by the Board of Directors.
The plan had 77 activities, including:
4 risk-oriented audits
4 audits of controlled entities and
standalone business units
4 support of the Hotline, a corporate
vehicle of confidential reporting to
the Board of Directors (its Audit
Committee)
4 activities aimed at improving the
Department’s performance.

Revision Committee
The Revision Committee supervises
PJSC Aeroflot’s financial and business
operations to provide reasonable
assurance that the Company’s business
fully meets the interests of its shareholders
and requirements set forth in applicable
Russian laws. The Committee operates
on the basis of PJSC Aeroflot’s Articles of
Association and the Regulations on the
Revision Committee.
The Revision Committee comprises five
members who are elected by the Annual
General Meeting of Shareholders for
a period until the next Annual Meeting.
As prescribed by the Regulations,
the Revision Committee reviewed the
information contained in the RAS annual
financial statements for 2019, including
the income statement and other
documents submitted to the Annual
General Meeting of Shareholders.
The Committee carried out a comparative
analysis of the Company’s financial
and business performance metrics in
2013–2019 and a review of its compliance
with applicable laws in 2019.
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Based on the review of compliance
with applicable laws, the Committee
developed recommendations on further
improving the Company’s performance to
increase profitability and reduce costs.
In its report, the Revision Committee
gave a positive opinion regarding the
general fairness of the Company’s
financial statements with no reasonable
grounds to challenge the information
provided in the balance sheet and
income statement of PJSC Aeroflot as
at 31 December 2019. The report also
listed the Committee’s recommendations
on the Company’s financial and business
performance and legal compliance.

PJSC Aeroflot

4 Ekaterina Nikitina – Deputy Executive
Director of the Civil Society Foundation
NGO
4 Mikhail Sorokin – Head of Division
at the Federal Agency for State Property
Management
4 Sergey Ubugunov – Head of Division
at the Russian Ministry of Transport
4 Vasily Shipilov – Head of Division
at the Russian Ministry of Economic
Development.
Remuneration to Revision Committee
members is paid upon resolution of the
General Meeting of Shareholders. The total
annual remuneration paid to the members
of the Revision Committee in 2019
amounted to RUB 4 514 336.
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The Annual General Meeting of
Shareholders held on 25 June 2019
elected the following members of
PJSC Aeroflot’s Revision Committee:
4 Igor Belikov – Director of the Russian
Institute of Directors and Chairman of
PJSC Aeroflot’s Revision Committee
Remuneration of PJSC Aeroflot’s Revision Committee in 2019
Revision Committee member

Based on these reviews, the Revision
Committee prepared and approved
a report on the balance sheet and
financial performance assessment results.
The Committee’s report reflected changes
in the balance sheet structure and key
change drivers, and assessed some areas
of the Company’s financial and business
operations, including risk management,
internal control and compliance.
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Remuneration, RUB

Igor Belikov

2,528,028

Ekaterina Nikitina

1,986,308

Mikhail Sorokin

None

Sergey Ubugunov

None

Vasily Shipilov

None

TOTAL

4,514,336

PJSC Aeroflot
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preventing and resolving conflicts of interest
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As required by law, PJSC Aeroflot’s
annual accounting statements are subject
to statutory audit to confirm their fairness.
External auditors are engaged for three
years through public tenders which ensure
an unbiased selection of the successful
bidder based on auditing experience, the
proposed audit scope and timeline, and
the nature of PJSC Aeroflot’s operations.
The audit firm that wins the public tender
for conducting an audit of the Company’s
accounting (financial) statements is
approved annually by the Annual General
Meeting of Shareholders in accordance
with applicable laws.

PJSC Aeroflot

The Annual General Meeting of
Shareholders held on 25 June 2019
approved HLB Vneshaudit as the auditor
of PJSC Aeroflot’s 2019 accounting
(financial) statements prepared under the
Russian Accounting Standards (RAS).
PricewaterhouseCoopers Audit was
approved as the auditor of the Company’s
consolidated financial statements for 2019
prepared under the International Financial
Reporting Standards (IFRS).
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The total fees paid to HLB Vneshaudit
under the contract for audit services
and the contract for advisory services
amounted to RUB 2,550,000 (net of
VAT). The contracted scope of services
rendered by HLB Vneshaudit included the
audit of interim and annual statements
for 2019, as well as accounting and tax
advisory services.
The total fees paid to
PricewaterhouseCoopers International
Limited for audit, audit-related and
other services in 2019 amounted to
RUB 65,755,000 (net of VAT). The key
scope of services rendered under
the 2019 contract included a general
review of the IFRS interim condensed
consolidated financial statements for 3M,
6M and 9M 2019, audit of the IFRS
consolidated financial statements for
2019, as well as methodology support,
information and consulting services,
methodology guidance for targeted
procurement processes for other services,
budget control and document verification
for accounts payable, and tax advisory
services.

Aeroflot Group openly states zero tolerance for unfair and illegal
business practices and takes additional voluntary anti-corruption
commitments recommended by international and Russian laws.

Anti-corruption documents are publicly
available in the Anti-Corruption Practices
section of the Company’s official website at
aeroflot.ru/ru-ru/about/anticorruption

PJSC Aeroflot is committed to public anti-corruption measures, transparent
and open procurement processes and rejection of illicit benefits; it creates
effective feedback channels, runs anti-corruption training programmes for
its employees, fights corruption by sharing information and takes measures
to prevent and resolve conflicts of interest.
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In 2019, PJSC Aeroflot again declared its
adherence to the Anti-Corruption Charter
of Russian Business, extending the period
of adherence to 28 March 2021. Aeroflot
first signed up to the Charter in 2014.
A number of Aeroflot Group companies
also signed up to the Charter in 2019.
The Company has the Anti-Corruption
Policy approved by PJSC Aeroflot’s Board
of Directors and designed to create
a uniform approach to implementing
Federal Law No. 273-FZ On Countering
Corruption dated 25 December 2008,
which provides for development and
adoption of measures to prevent and
counter corruption.

PJSC Aeroflot’s Board of Directors
approved a new version of the Corporate
Conduct Code of PJSC Aeroflot which
brings together the ethical and moral
standards supported and shared by the
Board members and Company employees
regardless of their job title. Similar
conduct codes have been adopted by
Aeroflot Group companies.
PJSC Aeroflot has other anti-corruption
internal regulations developed and
approved which establish the procedure
for resolving conflicts of interest, including
by reporting to the management on any
personal interest that leads or may lead
to a conflict of interest, and the procedure
of reporting to the management on
all attempts by any persons to lead
employees into corrupt practices.

As part of ongoing anti-corruption efforts,
PJSC Aeroflot carries out investigations
and inspections on:
4 reports by Aeroflot Group’s customers,
business partners and other parties
through the Hotline, a corporate vehicle
of confidential reporting to the Board of
Directors (its Audit Committee)
4 reports by PJSC Aeroflot’s employees
on attempts to lead them into corrupt
practices
4 reports, including anonymous
ones, submitted under the
“Corruption complaints” request
type through the Feedback
section of the Company’s official
website at aeroflot.ru/feedback?_
preferredLanguage=en.

PJSC Aeroflot
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According to the National Anti-Corruption
Plan for 2018–2020 (approved by Decree
of the President of the Russian Federation
No. 378 dated 29 June 2019), the
Company:
4 ensures compliance with the Russian
laws on counteracting corruption to
prevent and resolve conflicts of interest
4 implements measures to raise public
awareness about PJSC Aeroflot’s
efforts to prevent corruption
4 arranges for PJSC Aeroflot employees
participation in conferences and other
events on the implementation of the
government anti-corruption policy held
by the Government of the Russian
Federation, the Prosecutor General’s
Office, the Ministry of Labour and
Social Protection and other federal
authorities and organisations
4 organises anti-corruption training for
top management
4 provides annual professional
development training for employees
involved in anti-corruption efforts.
PJSC Aeroflot interacts with law
enforcement authorities and other
government authorities on matters related
to countering corruption within the
Company.

PJSC Aeroflot

The Company has a set of awareness
measures to promote anti-corruption
practices, create a zero-tolerance attitude
by the employees to corrupt conduct,
and explain what is prohibited, restricted

and required by the anti-corruption laws
and internal regulations. Particular focus
is placed on prevention of corruption
offences by PJSC Aeroflot employees
related to the giving, offering or promising
to a public official on behalf or in the
interests of PJSC Aeroflot of money, gifts,
securities, other assets, the rendering
to them or persons affiliated with them
of property-related services, granting
property rights for any action (or omission)
in the interests of PJSC Aeroflot by virtue
of their official position.
The Company also informs its
counterparties about its programmes,
standards of conduct, procedures and
rules aimed at countering corruption.
A standard anti-corruption clause
is incorporated in all contracts and
agreements signed by the Company with
counterparties.
PJSC Aeroflot will not offer to its
counterparties’ employees any incentives
that would in any way oblige them
and encourage such counterparties’
employees to take any action for the
benefit of the Company, including by
giving money and gifts, performing works
(or services) free of charge and other
means.

Preventing and resolving
conflicts of interest
Department for Economic Security’s
First Deputy Director for Preventing and
Countering Corruption, who reports
directly to Deputy CEO for Legal and
Property Matters, is in charge of anticorruption compliance management.
In 2019, PJSC Aeroflot took additional
measures to ensure compliance with the
requirements of Russian anti-corruption
laws to prevent and resolve conflicts of
interest.
To promote a common understanding
by the Company’s employees of the
procedure and methods of resolving
conflicts of interest, the Regulations
on Resolving Conflicts of Interest at
PJSC Aeroflot was approved that sets
forth the key principles, the procedure for
identification, prevention and resolution of
conflicts of interest. An employee conflict
of interest declaration template was also
approved.

Provisions aimed at preventing and
resolving conflicts of interest are
contained in the Regulations on the Board
of Directors, the Corporate Conduct
Code, the Regulations on Procurement of
Goods, Works, and Services, as well as
other documents governing procurement
and other business processes.
Situations where direct or indirect
personal interest of employees affects or
may affect the due, objective and impartial
performance of their duties (a conflict
of interest) are identified both through
due reporting of such situations by the
employees to their management and
through internal inspections, measures in
response to reports by PJSC Aeroflot’s
employees, counterparties, partners
and other persons, as well as through
counterparty reliability and business
reputation checks (due diligence and
KYC procedures).
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The Company has the Anti-Corruption and Conflict of Interest
Commission of PJSC Aeroflot chaired by Department for Economic
Security’s First Deputy Director for Preventing and Countering
Corruption. The Commission’s mandate is to:

4 review the findings of internal
investigations of corruption
offences and agree proposed
measures to hold the offenders
accountable

4 protect PJSC Aeroflot’s employees
in connection with corruption
reports and potential or real conflict
of interest

01
02
03

CORPORATE GOVERNANCE

01
02

201

04

4 review matters related
to compliance with
PJSC Aeroflot’s requirements
on preventing or resolving
conflicts of interest and
sanctions for failure to comply

4 review the Programme to Develop,
Implement and Ensure the
Effectiveness of Initiatives Aimed
at Preventing and Countering
Corruption at PJSC Aeroflot, as
well as proposals for its update and
reports on its implementation

4 formulate recommendations
to develop and amend internal
regulations aimed at preventing
and countering corruption at
PJSC Aeroflot

PJSC Aeroflot’s business units take
comprehensive efforts to identify and
assess corruption risks.
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Risk management system
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Information on PJSC Aeroflot is promptly
communicated to the widest possible
audience through publication of relevant
messages, press and news releases on
PJSC Aeroflot’s disclosure page in the
news feed updated in real time:
disclosure.skrin.ru/disclosure/7712040126;
and in the Shareholders and Investors
section of PJSC Aeroflot’s official website:
ir.aeroflot.com.

For more details on information disclosure see the
Information for Shareholders and Investors
section of this Annual Report.

The main objectives of PJSC Aeroflot’s corporate
information policy are to:
4 ensure compliance with the
law and the requirements of
securities market regulators

PJSC Aeroflot

4 enhance information transparency
and trust in communications with
the Company’s shareholders,
security holders, investors,
creditors and other stakeholders,
and ensure protection of their
rights and legitimate interests

4 address as fully as possible
the demand of shareholders,
investors, professional security
market participants and other
stakeholders for fair disclosures
about the Company and its
business

4 honour shareholders’ rights
to obtain material information
required to exercise their
corporate governance rights

4 maintain professional and
trust-based relationships
of the Company with mass
media underpinned by free
sharing of reliable information,
without prejudice to the rights
and legitimate interests of
shareholders, investors and
other parties

4 protect insider information.

Internal regulations guiding
the Annual Report
Key internal regulations used to prepare
this Annual Report, including key internal
regulations governing the internal audit,
as well as the risk management and
internal control system, are:
4 Articles of Association of PJSC Aeroflot
4 Corporate Governance Code
of PJSC Aeroflot
4 Corporate Conduct Code of PJSC Aeroflot
4 Regulations on the General Meeting
of Shareholders of PJSC Aeroflot
4 Regulations on the Board of Directors
of PJSC Aeroflot
4 Regulations on the Management Board
of PJSC Aeroflot
4 Regulations on the Executive Secretary
and the Office of the Board of Directors
of PJSC Aeroflot
4 Regulations on the Personnel and
Remuneration Committee of the Board
of Directors of PJSC Aeroflot
4 Regulations on the Audit Committee
of the Board of Directors of PJSC Aeroflot
4 Regulations on the Strategy Committee
of the Board of Directors of PJSC Aeroflot
4 Regulations on the Revision Committee
of PJSC Aeroflot
4 Regulations on Internal Audit
at Aeroflot Group
4 Regulations on Aeroflot Group’s Risk
Management System
4 Dividend Policy of PJSC Aeroflot
4 Regulations on the Corporate Information
Policy
4 Regulations on Providing Access to Insider
Information
4 Aeroflot Group’s Anti-Corruption Policy
4 Regulations on the System of Disclosure
of Confidential Information to the Board
of Directors (Audit Committee of the Board
of Directors) – Hotline
4 Environmental Policy of PJSC Aeroflot.

Aeroflot Group’s risk management policy,
including corruption risk management,
is aimed at building a comprehensive
system that helps promptly identify risks
that affect the Company, assess their
materiality and take measures to minimise
both the likelihood of risks being realised
and losses they can lead to.
Aeroflot Group’s risk management
procedures are governed by the
Regulations on Aeroflot Group’s Risk
Management System approved in 2015
and updated in 2017.
The document lays down the framework
for a unified risk assessment and
management methodology: goals, tasks,
principles of organisation and operation
of the corporate risk management
system (CRMS), and approaches to,
and principles of, the distribution of
rights, obligations and responsibilities
of participants of the risk management
system at PJSC Aeroflot and its controlled
entities.
PJSC Aeroflot’s business units and the
Risk Management Department take
comprehensive efforts to identify and
assess risks, as well as prepare a Risk
Register and a Risk Map. The Board of
Directors of PJSC Aeroflot reviews and
approves the Risk Register, the Risk
Map and the Risk Appetite Statement of
Aeroflot Group.
The Risk Map is a map of the most
significant risks which covers risks of
underperformance against budgeted
targets, including due to changes in
market risk factors, and operational
risks directly associated with availability/
airworthiness of aircraft, customer service
quality and customer safety.
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Risk management, including corruption risk management, is
applied across all management levels and functional and project
areas. The respective functions are distributed among the Board
of Directors, the Audit Committee, the Management Board and
business units of PJSC Aeroflot. The Company has set up the Risk
Management Department to:

4 provide overall coordination of the
risk management processes

4 prepare consolidated risk reports
4 perform day-to-day monitoring of
the risk management process in the
Company’s business units and in its
controlled entities

4 develop guidelines to govern the
risk management processes
4 arrange personnel training in risk
management and internal control
4 review the risk portfolio and develop
proposals on the response strategy
and reallocation of resources to
manage respective risks

Control over PJSC Aeroflot’s financial
and business activities is exercised
by the Audit Committee of the Board
of Directors, the Revision Committee,
the Internal Audit Department, and
the Risk Management Department.
An independent auditor is engaged
to audit PJSC Aeroflot’s accounting
statements prepared under the Russian
Accounting Standards (RAS) and
the International Financial Reporting
Standards (IFRS).
Within the CRMS, prompt communication
procedures were set up to support
interaction between the Risk Management
Department and risk coordinators in all
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To enhance its corporate transparency
and equity story, the Company aims at
ensuring timely disclosure of complete
and accurate material information on its
operations. The Company’s disclosure
is guided by the requirements and
recommendations of federal laws, the
Bank of Russia, Russian and international
exchanges where the Company’s
securities are listed, as well as corporate
documents such as the Regulations on
the Corporate Information Policy and
the Regulations on Providing Access
to Insider Information.

04

4 prepare information and inform the
Board of Directors and executive
bodies on the effectiveness of the
risk management process.

business units and at PJSC Aeroflot’s
controlled entities. Aeroflot Group
conducts employee training in risk
management on a regular basis. Risk
identification and analysis involves relevant
business units. Application of a riskbased approach promotes the corporate
risk management culture and overall
CRMS effectiveness. Risk management
and internal control are governed by the
Regulations on Aeroflot Group’s Risk
Management System.
PJSC Aeroflot
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Risk Management
System development
Principal risks and mitigation measures
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General Meeting of Shareholders
Making decisions on matters of the General
Meeting of Shareholders

Board of Directors
4 Determining key parameters of the CRMS
(goals, objectives, operating principles,
architecture, risk appetite, etc.)
4 Managing risks within the authority of the
Board of Directors

In order to improve its risk management
performance, Aeroflot Group carries out
regular CRMS performance assessments
both as part of day-to-day operations and
in the form of internal audits. The Risk
Management Department is responsible
for day-to-day monitoring of CRMS
efficiency and reliability. Regular risk
reports are provided to the management,
the Audit Committee and the Board of
Directors.

Selected activities implemented in 2019
to enhance integrated risk management at
Aeroflot Group:
4 Update of Aeroflot Group’s Risk
Register based on the analysis of
materialised risks
4 Development of Aeroflot Group’s 2020
Risk Appetite Statement
4 Training employees of Aeroflot Group
companies
4 Embedding into the CRMS value at risk
(VaR) assessment for operational risks
4 Internal audit of the CRMS
performance.

Risk

Description

03

Market risks

Risks of underperformance against
targets (financial, operational,
strategic, etc.) due to exchange
rate, commodity price or market
interest rate fluctuations

To reduce market risk implications for financial performance,
PJSC Aeroflot seeks to balance out revenues and liabilities in each
currency. In light of the limits of operational (or natural) hedging, we
diversify debt across currencies and instruments, and regularly consider
financial hedging options involving derivatives on aviation fuel and
exchange rates.

Credit risk

Risk of incurring losses
from a potential failure by
a counterparty to meet its
contractual obligations to
Aeroflot Group companies

A comprehensive approach is used to manage credit risk, aimed at
preventing the risk occurring or minimising financial losses should it
occur. The approach involves:

4 Assessing the CRMS performance

4 Executive-level risk management decisions
according to the CRMS

4 Decisions on financial hedging counterparty
selection procedures
4 Decisions on the roles, responsibilities and
cooperation between management and line
management in the financial hedging process

Line management

PJSC Aeroflot

4 Executing, performance monitoring and
continuously improving risk management
procedures
4 Risk management decisions within their
authority

04

4 regular credit quality assessments of counterparties (based on credit
ratings and probability of default ratings)

Risk management structure
1

Risk
identification

2

Risk
assessment

4 Allocation of resources among the CRMS
participants
4 Decisions on selecting the instruments and
parameters for hedging financial risks

4 financial security requirements in service contracts with deferred
payments
4 capping agent sales volumes, prepayments and receivables from
counterparties

4 Approving the Risk Register and the Risk Map

4 Development, operational management and
monitoring of the CRMS

01
01
02

FINANCIAL RISKS

4 Making decisions on providing the necessary
resources to the CRMS participants

Management

Mitigation

CORPORATE GOVERNANCE
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Participants, their roles, responsibilities
and interfaces within the corporate risk
management system

Definitions and
descriptions of risk
elements (including
source, events, causes
and implications)

Analysing risk, its
implications and
forms of impact on
the achievement of
Aeroflot Group’s goals

3

4 regular recalculation of the financial security required to cover the
credit risk

4

Development,
implementation
and follow-up of
risk management
activities

Monitoring

Developing,
implementing and
following up on risk
management activities
to achieve the goals
of the Group and risk
management system,
and aligning risks to
approved risks appetite
levels

Supervising the
identification,
assessment,
implementation and
follow-up of risk
management activities

4 regular monitoring of credit risk alerting the Company to potential
counterparty defaults and giving it time to respond in advance
4 setting credit risk limits for banks and financial companies.
Liquidity risk

Risk of incurring losses from the
inability of an organisation to fully
meet its obligations as they fall
due

To mitigate liquidity risk, we:
4 plan cash inflows and outflows to identify and promptly eliminate
potential gaps by raising short-term loans from partner credit
institutions
4 have established controls over the use of working capital by launching
a response system to enable early warnings of cash gaps, building
a sufficient liquidity cushion, and prompt raising of funds in the money
market, as well as maximising the efficient use of available cash
4 regularly review limits for credit, deposit and foreign exchange
transactions with financial institutions.
PJSC Aeroflot
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Risk

Description

Mitigation

Risk

Description

Mitigation

Capital markets
access risks

Risks of incurring losses from
the Group’s inability to raise debt
for its financial and business
operations on acceptable terms

Monitoring the market situation, maintaining competition among credit
institutions, enhancing the Group’s equity story, managing relationships
with credit rating agencies.

Industry
risks

Risks of incurring losses from
changes in the passenger and
cargo air transportation industry

Industry risks are mitigated by:
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Strategic
risks

Risk of terrorism
or armed conflicts

Risks of epidemics
and man-made or
natural disasters

4 using a hub model at the base airport
4 maintaining Europe’s youngest aircraft fleet
4 targeting the premium passenger segment (convenient departure and
arrival times, high-quality customer service)

BUSINESS RISKS
Risks of incurring losses from
errors (flaws) made when making
decisions on the Group’s business
and growth strategy

Efforts are taken to minimise risks related to the Aeroflot Group
Development Strategy, including making decisions to optimise
operations, cut costs and increase resource efficiency.

Risks of incurring losses from
armed conflicts, terrorist attacks
or threats of attacks

PJSC Aeroflot cooperates with airport security services, airlines and
law enforcement authorities in implementing a range of aviation and
transportation security activities to prevent unlawful interference in the
airline’s operations and ensure passenger and staff safety.

Risks of losses that have external
(beyond the control of the
Company) causes and are due
to epidemics, or man-made or
natural disasters

Taking necessary response measures, including flight suspension, route
changes to avoid hazardous regions, extra measures to increase flight
safety and to ensure aviation security, and strengthening sanitary and
epidemiological controls.

03

4 operating a high-frequency route network

4 driving innovation across all areas of the business
4 maintaining a high level of flight safety
4 promptly adjusting existing fares, running marketing campaigns and
various promotions
4 matching aircraft capacity to the passenger traffic on a given route
4 expanding the route network to countries popular among tourists
year-round

CORPORATE GOVERNANCE
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4 requesting slots in advance and forecasting constraints
4 applying a flexible, seasonally adjusted pricing policy to maximise
revenue, including the use of non-refundable fares.
Environmental
risks

Risks of negative changes in the
environment or long-term negative
implications of these changes
caused by anthropogenic impacts

Aeroflot Group is fully aware of its responsibility to the society and
future generations and strives to ensure a sustainable environmental
balance across all areas of business. A key focus area is improving the
aircraft fleet’s fuel efficiency. Aeroflot’s environmental policy is aimed at
improving the levers and tools that ensure high energy efficiency and
environmental performance of its product:
4 A CO2 calculator has been developed and implemented, required
data is collected and analysed, and reports on GHG emissions
and revenue tonne-kilometres are prepared (Aeroflot’s entire fleet is
compliant with ICAO’s noise and emissions standards)
4 A waste management system is in place to minimise environmental
impact with a focus on recycling as the most effective method of
waste disposal

4 Instrumental control and fine-tuning of ground vehicle fuel systems
is performed, and performance of ventilation systems is monitored in
operational and office premises
4 Regular water protection and water resource management activities
are carried out.

PJSC Aeroflot

PJSC Aeroflot

4 Regular inspections of waste storage sites are performed, waste
generation and movement are tracked, and contracts for waste
disposal and landfill are signed

Risk Management
continued

Risk

Description

Mitigation

Risk

Description

Mitigation

Service quality
risk

Risk of incurring losses from
potential refusal by consumers
to buy goods or services of the
Group companies or outsourced
services as a result of failing to
meet the consumers’ quality
requirements

A process to obtain feedback from customers through a number
of channels and ensure timely and full consideration of all incoming
communications and complaints has been put in place. The demand
for services offered is also tracked, and measures are taken to enhance
service quality, improve consumer loyalty and customer experience, and
monitor employee compliance with regulations.

IT
risks

Risks of incurring losses from the
use of information technologies by
the Company

Relations with IT vendors and developers have been established,
channel redundancy and data backup procedures are implemented,
skilled personnel are recruited and trained, and the causes of IT failures
are investigated.

HR
risks

Risks that an organisation would
incur losses as a result of reduced
brand value or negative perception
of the organisation’s image by
customers, counterparties,
shareholders, business partners,
regulators and others

Airlines of Aeroflot Group take pride in their reputation as high-quality,
safe carriers and reliable business partners; therefore, the companies’
management takes all necessary steps to protect carriers’ reputation
ensure management integrity and effectiveness, and maintain a positive
image among customers, counterparties, shareholders and business
partners.

A group of risks that arise from, or
affect, the Group’s personnel (or
an individual employee), including
the lack of required/appropriate
number of employees as
determined based on the current
and forward-looking business
plans and existing business
processes

An effective recruitment process has been put in place, training and
professional development courses for employees are available, staff pay
levels are monitored vs the market, and social benefits and guarantees
are offered to the employees.

Quality risks
related to
purchased spare
parts, units,
components and
materials

Risks of losses due to quality
and authenticity (originality) of
spare parts and units purchased
by Aeroflot Group, as well as
components and materials used in
its core business

Quality of supplies and suppliers’ operations is monitored and analysed,
and procurement and supplier selection procedures are further
improved.

Economic and
information
security risks

Risks of losses related to changes
in the internal and external
environment that may lead to the
protected item losing its economic
value

An effective, consistent framework to monitor, identify, localise and
prevent threats and vulnerabilities has been put in place, and steps
are taken on an ongoing basis to monitor employee compliance with
economic and information security requirements, and to identify and
prevent breaches.

Occupational
safety risks

Internal occupational health regulations have been developed;
Risks of incurring losses from
compliance with, and conformity to, applicable laws are monitored.
factors related to the Group’s
financial and business activities
that may cause workplace injury or
death of employees

CORPORATE GOVERNANCE

03

01
02

Reputational
risks
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A strong focus is maintained on analysing and improving customer
experience, a nd on deploying cutting-edge customer service
technologies.
The information environment around Aeroflot Group is continuously
monitored and analysed, communications with NGOs are maintained
and procedures are set up to monitor compliance with process flows
and regulations.

OPERATIONAL RISKS
Aviation security
risks

Flight safety
risks

PJSC Aeroflot
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Risks of incurring losses from
unlawful interference with aviation
activities

Estimated likelihood and severity
of consequences of one or several
threats being realised in aircraft
operation or activities directly
supporting such operation (flight
and ground, commercial and
technical)

The situation is monitored and analysed, and remedial measures are
taken to ensure safety at the base airport and destination airports;
airports are audited on a regular basis, the level of aviation security at
destination airports and compliance with regulations are monitored;
independent experts are engaged, and the state of external and internal
access control systems is monitored on a 24/7 basis.
Aircraft condition and aircraft maintenance are monitored, along
with the corporate healthcare unit’s processes of flight crew medical
examinations and medical equipment replacement; operations and
operating processes are also continuously monitored.
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Impact of key financial risks
realised in 2019

Description

Mitigation
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COMPLIANCE RISKS
Tax
risks

Legal and
regulatory risks

04

PJSC Aeroflot

Corruption
risks

Risks of incurring losses from
possible misinterpretation of
laws with respect to financial and
business operations resulting in
uncertain financial outcomes of
such operations after tax

Risks of incurring losses from
failure to comply with laws,
from changes in laws that may
adversely affect financial and
business operations of the
Company, as well as risks of
incurring losses from direct or
indirect implications of potential
legislative restrictions imposed by
regulators on Aeroflot Group

Potential corruption offences
by employees

To avoid tax non-compliance, changes in tax laws are regularly
monitored in Russia and other countries in which the Company
operates, court practice on tax disputes is analysed, contracts to be
signed are reviewed to eliminate provisions that might lead to errors or
inaccuracies in the tax treatment of relevant transactions, and a regular
independent review of the applied tax treatment is performed during the
annual audit.
In its air transportation operations, Aeroflot considers local legal
requirements in every destination country, as well as the requirements
and recommendations of aviation regulators, along with multiple and
frequent changes to the immigration policy, customs and foreign
exchange laws, and licensing requirements.
A range of activities are implemented to reduce the probability of
adverse impacts on the continuity of Aeroflot’s business, including
monitoring of legislation, summarising and analysing court practice, and
monitoring of contract signing and execution practice.

Aeroflot Group’s key financial risks
are associated with macroeconomic
indicators, and foreign exchange
and commodity market environment.
A significant difference in the exchange
rate of the rouble to foreign currencies
(especially EUR/RUB and USD/RUB),
as well as EUR/USD fluctuations, may
lead to a significant variance of actual
performance compared to the plan and
to last year’s actuals. Other sources of
financial risk are jet fuel price and interest
rate fluctuations.
Significant changes in the above risk
factors had a major impact on the Group’s
performance in 2019, primarily because
of foreign exchange rate pressure, partly
offset by aviation fuel price normalisation
which, however, remained high throughout
the year compared to historic levels.
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Restated EBITDA 2018**

01
02

151,517

Volume

39,498

Price

20,328

Other

03
RUB 62,355 mn
Price and
volume effect

2,530

FX effect on revenue

3,956

FX effect on costs

(3,235)

Fuel*

RUB 66,311 mn
Total effect
on revenue

RUB 721 mn
FX effect

(7,253)

Staff*

(10,156)

Aircraft, traffic, and passenger servicing*

(18,988)

Leases*

(2,244)

Maintenance*

(RUB 45,689 mn)
Price and
volume effect

(RUB 48,904 mn)
Total effect
on costs

04

(5,999)

SG&A*

(1,775)

Other costs*

746

EBITDA 2019

168,924

* Net of FX effect.
** The restated EBITDA is based on the full retrospective application of IFRS 16.

Aeroflot is actively involved in the work of government and international
organisations and in drafting regulations that may impact the way the air
transportation industry is regulated.
Aeroflot Group does not tolerate any form of corruption, is committed to
the principles of transparency, openness and fairness in its business and
procurement activities, and rejects illicit benefits. Aeroflot continuously
improves its corporate regulations, develops and introduces new rules
and procedures to prevent corruption offences, raises awareness among
employees and educates them on anti-corruption practices, and has in
place effective feedback channels. In 2014, PJSC Aeroflot signed up to
the Anti-Corruption Charter of Russian Business, and actively promotes
anti-corruption activities under the Charter. Aeroflot Group has the
corporate Anti-Corruption Policy and the Anti-Corruption and Conflict of
Interest Commission.

Effect of exchange rate fluctuations and other factors on Aeroflot Group’s EBITDA, RUB million

CORPORATE GOVERNANCE

Risk

USD/RUB, EUR/RUB and EUR/USD exchange rates
Average rate

USD/RUB
EUR/RUB
USD/EUR

End-of-period rate

2018

2019

Change, %

31.12.2018

31.12.2019

Change, %

62.71
73.95
1.18

64.74
72.50
1.12

3.2
(2.0)
(5.0)

69.47
79.46
1.14

61.91
69.34
1.12

(10.9)
(2.7)
(2.1)

Currency and price risks
Aeroflot Group’s exposure to currency risk results from the fact
that a large portion of the Company’s revenues and costs are
affected by changes in the EUR/RUB and USD/RUB exchange
rates:
4 Sales revenue from international flight tickets is collected
in foreign currency (in foreign markets or from transfer
passengers) or in roubles based on euro prices, with fares
across the Group’s core markets priced mostly in euros

4 Aviation fuel costs, lease payments and maintenance costs
(key foreign currency cost items) are either denominated in
or linked to US dollars. An important foreign currency cost
item for the Group is payments at foreign airports made in the
currency in which local rates are priced, including the euro.
Our currency risk management primarily focuses on reducing
the Group’s exposure to currency risk factors. Aeroflot Group
pursues a policy of balancing out revenues and liabilities in each
currency.

PJSC Aeroflot
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USD/RUB, EUR/RUB and EUR/USD exchange rates in 2019

01
02

81

1.16

03

78

1.15

75

1.14
1.13

72
1.12
69
1.11
66

1.10

63

1.09

60 January

February

March

April

USD/RUB (LHS)

June

July

August

EUR/RUB (LHS)

September

October

November

December 1.08

EUR/USD (RHS)

Source: Bloomberg.

The strengthening of the rouble by 10.9%
against the US dollar (end-of-period
exchange rate) had a positive impact on
lease liabilities that are fully reflected in the
balance sheet following the transition to
IFRS 16. Revaluation of both financial and
operating lease liabilities is reflected in
equity according to the hedge accounting
rules applied from 2019. The positive
reserve revaluation during the year
reduced the realised exchange rate effect
in the profit and loss statement compared
to 2018.
Aeroflot Group’s price risk arises from
aviation fuel purchase contracts, as the
contractual pricing formula is linked to
Platts benchmarks, which in their turn
depend on crude oil prices. The Group
traditionally uses hedging instruments to
manage price risks. The parent company
hedged 70% of its second half 2019
aviation fuel costs to protect the business
plan price. The risks for 2020 were not
hedged as at 31 December 2019.

USD/RUB exchange rate and oil price in 2019
75

70

65

60

55

50

The Group’s exposure to interest rate
risk results from changes in the debt
capital market interest rates that affect
the cost of loans and borrowings and
drive operating and financial lease cost
escalation. Aeroflot Group’s costs under
lease agreements are linked to 6M and
3M LIBOR market interest rates.
One way of achieving interest rate
risk mitigation is through operational
hedging, converting floating rates into
fixed rates (under existing contractual
arrangements, without any dedicated
financial instruments). The interest risk has
a limited impact on the Group given its
good balance between fixed and floating
rate debt as at the end of 2019.

Aeroflot Group uses insurance as
an effective tool to manage risks.
Aeroflot Group’s underlying approach is
to take out, whenever practically possible,
full and continuous insurance coverage for
all types of risks.
The Group’s core risks are insurable
operational risks. Over 60% of the
Group’s total insurance costs is coverage
for aviation risks, such as actual or
constructive total loss, disappearance or
damage of aircraft, its components and/
or units, risks of airline/operator liability
for injury, death, or property damage to
passengers or third parties, and war risks.
Aeroflot Group also uses various
insurance programmes covering a wide
range of non-aviation operational risks of
support operations, including all types of

compulsory and most types of voluntary
civil liability insurance, motor insurance,
property insurance (real estate, flight
simulators, IT equipment), personal
insurance (voluntary medical insurance
for employees, their families and retired
employees of Aeroflot Group, accident
insurance, disability insurance for flight
crews and travel insurance).
In 2019, all insurance contracts were
renewed as scheduled. All types of
insurance are purchased as part of
a consolidated procurement process to
obtain the best terms.
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As part of its insurance programme,
PJSC Aeroflot takes out liability insurance
of PJSC Aeroflot and its directors
and officers with a liability limit of
USD 100 million.

In 2019, 6M LIBOR went down
from 2.88% (in 2018) to 1.91%, while
3M LIBOR went down from 2.81%
to 1.91% (as at 31 December).
This contributed to lower lease payments
in 2019.

LIBOR rates, 2019
3.0
2.8
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2.2

January

February

USD/RUB

PJSC Aeroflot

Interest rate risk

Source: Bloomberg.
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Crude oil prices remained volatile
throughout the year, in the range of
USD 55–75 per barrel. However, jet
fuel price growth was held back by the
rouble performance in 2019. Still, with
a 36.1% rouble fuel price growth in 2018,
the jet fuel price for the Group remained
at a much higher level in 2019 than
historically.
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In 2019, the average USD/RUB exchange
rate was down 3.2% year-on-year,
while the EUR/RUB rate was up 2.0%.
The average EUR/USD exchange rate was
down 5.0%. These factors put a pressure
on the Group’s financial performance:
the negative effect on euro-denominated
revenue was compounded by the negative
effect on US dollar-denominated costs.
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Share capital

As at 31 December 2019, PJSC Aeroflot’s
charter capital amounted to
RUB 1,110,616,299 and consisted
of 1,110,616,299 ordinary registered
uncertificated shares with a par value of
RUB 1 each. The Company did not issue
preferred shares.

In addition to the outstanding shares, the
Company has the right to issue further
250 million ordinary registered shares
(authorised shares). No additional shares
were issued in 2019.
The total number of PJSC Aeroflot’s
registered shareholders as at
31 December 2019 was 11,061
(vs 11,074 as at 31 December 2018),
comprising mostly individuals.

State registration numbers of
PJSC Aeroflot’s ordinary share issues are
73-1 p-5142 (dated 22 June 1995) and
1-02-00010-A (dated 1 February 1999).
These issues were merged by Decree
No. 04-168/r of the Federal Securities
Commission of Russia dated 23 January
2004, following which the issues of
PJSC Aeroflot ordinary registered
uncertificated shares were assigned state
registration number 1-01-00010-A on
23 January 2004.

PJSC Aeroflot’s shareholders
as at 31 December 2019, %

01
01
02

40.9
40.9
Free float

5.1
5.1

03

Free float

35.7
35.7

51.2
51.2
4.3
4.3 0.1 3.5
0.1 3.5

PJSC Aeroflot’s register of shareholders
is kept by IRC – R.O.S.T. Group of
Companies (License No. 045-13954000001, issued by the Bank of Russia).
The registrar’s details are provided in the
Contact Details appendix to this Annual
Report.

Russian Federation
Russian Federation
Rostec Corporation
Rostec Corporation
Management
Management
Quasi-treasury shares
Quasi-treasury shares

Institutional investors
Institutional investors
Individuals
Individuals
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Note. Free float represents shares not owned by the
state or partially state-owned companies, and not directly
owned by the Сompany, the Group’s subsidiaries or the
Company’s management.

Key shareholders of PJSC Aeroflot
Status*

PJSC Aeroflot

Legal entities, including

As at 31 December 2018

As at 31 December 2019

Change of
shareholding,
p. p.

number
of shares

shareholding,
%

number
of shares

shareholding,
%

1,053,635,279

94.87

1,054,177,100

94.92

0.05

Russian Federation (represented
by the Federal Agency for State Property
Management)

O

568,335,339

51.17

568,335,339

51.17

–

National Settlement Depository
as a nominee and other entities**

N

398,072,821

35.84

398,614,642

35.89

0,05

Treasury shares

O

47,817,796

4.31

–

–

(4.31)

LLC Aeroflot-Finance

O

–

–

47,817,796

4.31

4.31

Avia Capital Services***

O

22,688,599

2.04

22,688,599

2.04

–

RT-Business Development

O

16,720,724

1.51

16,720,724

1.51

–

Individuals****

O

56,981,020

5.13

56,439,199

5.08

(0.05)

*
**

O means “owner”; N means “nominee”.
Does not include Avia Capital-Services’ stake held through a nominee. Includes shares held by other legal entities and reflected in PJSC Aeroflot’s register of shareholders (less than
0.01% of the share capital in total).
*** Avia Capital-Services’ stake includes the stake held through a nominee.
**** Partially including the management of PJSC Aeroflot.
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PJSC Aeroflot shares and depositary
receipts are traded on the stock market.
Ordinary shares are traded on the Russian
market, and global depositary receipts are
traded on foreign markets.
PJSC Aeroflot shares are traded on
Moscow Exchange (MOEX: AFLT),
where as at 31 December 2019 they
were included in the Level 1 Quotation
List. The securities are traded in the
T+2 trading mode. PJSC Aeroflot
shares are included in the main Russian
stock indices: MOEX Russia Index,
MICEX Broad Market Index (RUB and
USD), MICEX Transport Index (RUB
and USD), SMID Index (RUB and USD),
RTS Index and Equity sub-index.
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GDR and ADR
programmes
PJSC Aeroflot share price performance vs MOEX Russia Index, 2019

PJSC Aeroflot share price highs and lows, RUB

Outside Russia, PJSC Aeroflot shares
are traded as global depositary receipts
(GDRs) at the over-the-counter section
of the Frankfurt Stock Exchange with
one GDR representing 5 ordinary
shares. Deutsche Bank Trust Company
Americas acts as the depositary bank,
and LLC Deutsche Bank is the custodian.
A total of 10,064,930 shares were
converted into GDRs as at 31 December
2019, representing 0.9% of the charter
capital. As at 31 December 2019, the
price of one depositary receipt stood
at EUR 7.10, up 8.2% year-on-year.
No shares were converted into ADRs
under Level 1 ADR programme.
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Aeroflot share price performance vs Bloomberg Airlines Indexes, 2019
15

During the year, PJSC Aeroflot share
price performance was comparable
with the peer group index and the
emerging markets airlines index (the peer
group index: +3.2%, MSCI EM Airlines:
+0.1%). Global airline industry share
price performance was influenced by
the factors that affected the market
in general. In particular, the US–China
trade war had a dampening effect on the
securities market and was negative for
the global economic growth. Despite jet
fuel price normalisation in 2019 vs 2018,
it still remained high, which was another
constraint for the Company’s share price
performance.

10

Price per PJSC Aeroflot share, RUB

5

PJSC Aeroflot’s GDR programme
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–15
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225.0
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Ratio (shares:GDR)

5:1
Ticker

ISIN

European Airlines Index (BEUAIRL Index)

US69343R1014
Average daily trading volumes for
PJSC Aeroflot shares on Moscow Exchange

PJSC Aeroflot share price and trading volumes, 2019
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5,554

439

4,270

Analyst recommendations
Date

Recommendations

110
400

105

58%

31.12.2019

42%

Bloomberg
consensus
forecast, RUB

Target price
range, RUB

Number
of analysts

119.0

102.0–155.5

12

126.9

77.0–170.0

12

100

300

95

200
100

34%

31.12.2018

90

0

Sponsored Level 1 GDRs under
Regulation S and Rule 144A

AETG

World Airlines Index (BWAIRL Index)

Source: Bloomberg.

Programme type

85
January February

March

April

Trading volume, RUB million (LHS)

Source: Bloomberg.

May

June

July

August September October November December 80

Share price, RUB (RHS)

2015

2016

ADTV, thousand shares

Source: Bloomberg.

2017

2018
ADTV, RUB million

2019

Buy
Sell

Hold

58%8%

Buy
Sell

Hold

Note. Excluding analysts not actively covering the Company for more than 12 months; 2018 data restated retrospectively
compared to the 2018 Annual Report.
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As at 31 December 2019,
PJSC Aeroflot’s market capitalisation
was RUB 114.9 billion, up 2.3% vs
31 December 2018.
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Dividend policy

Investor relations

PJSC Aeroflot has a credit rating from
Fitch Ratings. In September 2019, the
agency upgraded Aeroflot’s credit rating
to BB with a Stable outlook.

Dividend policy is a crucial corporate
governance element and a key indicator
that a company is mindful of the rights of
its shareholders.

The rating upgrade reflected Company
strengths such as solid domestic market
position, robust operational and financial
performance, well-developed and
diversified route network, young fleet and
competitive cost level.

PJSC Aeroflot has the Regulations on
the Dividend Policy aimed at maximising
the transparency of procedures used
to determine the amount of dividends
and the procedure of their payment
to the shareholders and investors.
The Regulations determine the approach
used by the Board of Directors to make
recommendations to the General Meeting
of Shareholders on profit distribution,
including dividend payout.

04
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The key principles of PJSC Aeroflot’s
dividend policy are as follows:
4 Aeroflot Group’s consolidated net
income under the International
Financial Reporting Standards
(IFRS) forms the base for calculating
dividends
4 Decision on the dividend amount
is based on a calculation
methodology that takes into account
Aeroflot Group’s performance in the
reporting year, its leverage and the
mid-term financial plan
4 Target payout ratio is 25% of
Aeroflot Group’s IFRS net income.

The Company maintains an ongoing
dialogue with the shareholders and
investors to ensure that securities market
participants get complete information
about Aeroflot’s activities. The Company
makes timely disclosures of material
information on its operations in press
releases and material facts via authorised
disclosure platforms, in full compliance
with the Russian laws. The Company
regularly publishes its IFRS and RAS
financial statements and investor
presentations, as well as a quarterly
Databook that presents operational
data and consolidated financials in
a conveniently retrievable format.

In 2019, Aeroflot’s IR team received
a number of prestigious industry awards
and was listed among the top European
transport companies and Russian public
companies by the largest independent
global survey of investors. Aeroflot’s
disclosure practices, analyst and investor
events, and other IR activities were highly
rated by the investment community.

12
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investment banks
01
02

coverage

03

>200
Scoring
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IR meetings

high

in industry rankings

04

The Annual General Meeting of Shareholders held on 25 June 2019
approved a dividend payout for FY2018 at 50% of Aeroflot Group’s
consolidated net income under IFRS. The dividend amounted to
RUB 2.69 per share.

PJSC Aeroflot targets investors via the following channels

Dividend per share, RUB

PJSC Aeroflot

Total dividends accrued,
RUB thousand

2014

2015

2016

2017

2018

–

–

17.48

12.81

2.69

–

–

19,413,018

14,221,775

Regular meetings with investors, shareholders
and other stakeholders

2,856,500

Total amount actually paid,
RUB thousand

–

–

19,411,718

14,213,759

2,856,484

% of net profit

–

–

50.0

50.0

50.0

Accounting standards used
to determine net profit

IFRS

IFRS

IFRS

RAS

IFRS

Form paid, other conditions

–

–

In cash

In cash

In cash

Four conference calls to present financial results

2019

208

2018

237

2017

257

2016

296

2015

205

Major investor conferences and non-deal roadshows

10 events

Dedicated events for investors and shareholders,
with presentations by the Company management

Capital Markets Day (London), 70 participants, December

Thematic conference calls/site visits to the
Company’s facilities

IFRS 16 implementation conference call, June

PJSC Aeroflot

Investor conference calls with the Company
management

PJSC Aeroflot’s dividend history
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Website awards

01

01

01
02

01
02

Scoring high
in European
transport ranking

1st place,
The Best Annual
Report Among
Companies with the
Market Capitalisation
of RUB 40 billion to
RUB 200 billion

Top scores in global IR ranking

according to the results of the
pan-European investor survey on
corporate IR practices by a leading
international rankings agency

Top 100 Reports
Worldwide
Gold medal at the
international Annual
Report Competition

03

the main category of the competition

04

2019 IR Calendar
and Key Events

January

February

July

March

April

May

Investor meetings
with the management
Investor meetings
at the UBS Russia
Corporate Day
Stockholm
and Frankfurt

Disclosure of
FY2018 IFRS results

Moscow
Investor conference
call with the Company
management

Investor roadshow
meetings
London
Investor meetings
at the J.P. Morgan
investor conference

Meetings with investors
at the Moscow
Exchange Forum 2019
Moscow

Investor conference
call with the Company
management

IFRS 16 Leases
implementation investor
conference call

Investor roadshow
meetings

Investor meetings

Disclosure of 6M 2019
IFRS results

Moscow
Investor conference
call with the Company
management

Investor roadshow
meetings
New York, Boston,
Frankfurt

December

04

Disclosure of 9M 2019
IFRS results

Moscow

Capital Markets Day
with the Company
management
London

Investor conference
call with the Company
management

Investor roadshow
meetings
London

London

Investor meetings at
Renaissance Capital’s
Annual Russia Investor
Conference
Moscow

London
Meeting with Fitch
Ratings

October

November

June

Investor roadshow
meetings
New York, Boston,
Washington, Milan

August

September

Investor meetings

Disclosure of 3M 2019
IFRS results

PJSC Aeroflot

1st place,
Best Design
and Navigation
of the IR Website

CORPORATE GOVERNANCE

1st place,
Best Investor Relations
Small Cap Company
Category in Russia

Annual General Meeting
of Shareholders

Investor meetings at the
ATON Transportation
Day investor conference
Moscow

PJSC Aeroflot
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IFRS Consolidated
Financial Statements
for the year ended 31 December 2019

01
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IFRS Consolidated Financial Statements
Commercial and non-commercial entities
in which PJSC Aeroflot holds an interest

223

Major Transactions and Related-Party Transactions
Report on Compliance with the Principles
and Recommendations of the Corporate Governance Code
Approved by the Bank of Russia
Information About the Programme
for Disposal of Non-Core Assets

295

313
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Glossary
Disclaimer on Forward-Looking Statements
Contact Information

314
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324
325

293
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Statement of Management’s Responsibilities
for the Preparation and Approval
of the Consolidated Financial Statements
as at and for the year ended
31 December 2019

Independent Auditor’s Report
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The following statement, which should be read in conjunction with the independent auditor’s responsibilities, as stated in the independent
auditor’s report set out below, is intended to distinguish between the respective responsibilities of management and the independent auditors in relation to the Consolidated Financial Statements of Public 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 2019, and the financial results of its operations, cash flows and changes in equity for the year then ended,
in compliance with International Financial Reporting Standards (“IFRS”).
In preparing the consolidated financial statements, management is responsible for:
4 selecting suitable accounting principles and applying them consistently;
4 making judgements and estimates that are reasonable and prudent;
4 stating whether International Financial Reporting Standards (IFRS) have been complied with, subject to any material departures that are
properly disclosed and explained in the notes to Consolidated Financial Statements; and
4 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.
Management is also responsible for:

To the Shareholders and Board of Directors of PJSC Aeroflot:

Our opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position of PJSC Aeroflot
and its subsidiaries (together – the “Group”) as at 31 December 2019, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRS).

APPENDIXES
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What we have audited
The Group’s consolidated financial statements comprise:
4 the consolidated statement of financial position as at 31 December 2019;
4 the consolidated statement of profit or loss for the year then ended;
4 the consolidated statement of comprehensive income for the year then ended;
4 the consolidated statement of changes in equity for the year then ended;
4 the consolidated statement of cash flows for the year then ended; and
4 the notes to the consolidated financial statements, which include significant accounting policies and other explanatory information.

4 designing, implementing and maintaining an effective system of internal controls, throughout the Group;

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our report.

4 maintaining statutory accounting records in compliance with local legislation and accounting standards in Russian Federation;

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

4 taking such steps as are reasonably available to them to safeguard the Group’s assets; and

Independence

4 preventing and detecting fraud and other irregularities.
The Consolidated Financial Statements of the Group as at and for the year ended 31 December 2019 (presented on pages 232 to 292) were
approved on 2 March 2020 and signed on behalf of management by:

PJSC Aeroflot

Basis for opinion

V. G. Saveliev
General Director

A. Y. Chikhanchin
Deputy General Director
for Commerce and Finance

We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (IESBA Code) and the ethical requirements of the Auditor’s Professional Ethics Code and Auditor’s Independence
Rules that are relevant to our audit of the consolidated financial statements in the Russian Federation. We have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code.

PJSC Aeroflot

4 maintaining proper accounting records that disclose, with reasonable accuracy at any time, the financial position of the Group,
and the financial results of its operations and cash flows and which enable them to ensure that the Consolidated Financial Statements
of the Group are prepared in accordance with IFRS;

Our audit approach

Key audit matters

Overview

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the context of our audit of the consolidated financial statements as
a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Materiality

01
Group scoping

01
02
03
04

APPENDIXES

Adoption of IFRS 16, Leases: general effect
See Notes 2, 3, 4, 20, 28

4 In respect of the other Group companies, we performed analytical procedures;

The Group adopted IFRS 16, Leases effective
1 January 2019 using the full retrospective
approach which requires each prior reporting
period presented to be restated. Right-of-use
assets, correspondent liabilities and financial
assets are measured at transition as if the new
rules had always been applied.
The cumulative effect from adoption of the new
standard was recorded as of 1 January 2018.
Total effect from the transition to IFRS 16,
Leases reduced the Group’s net assets
by RUB 45,548 million as of 1 January 2018
and by RUB 106,956 million as
of 31 December 2018.
The most significant effect from adaption
of the new standard and respective changes
in the accounting policies related to accounting
of aircraft and engines, including following:
4 recognition of right-of-use assets and financial
liabilities related to the basic lease payments
under lease agreements;

4 Our audit scope addressed 98.6% of the Group’s revenue and 79% of the Group’s profit before tax.
Key audit
matters

Key audit matter

4 We conducted our audit work at three companies of the Group: PJSC Aeroflot, JSC Rossiya Airlines
and LLC Pobeda Airlines;

4 Key audit matter: adoption of IFRS 16, Leases: general effect and the effect on accounting of provision
for repairs and maintenance works on return of aircraft to lessor.

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the consolidated financial
statements. In particular, we considered where management made subjective judgements; for example, in respect of significant accounting
estimates that involved making assumptions and considering future events that are inherently uncertain. As in all of our audits, we also
addressed the risk of management override of internal controls, including among other matters consideration of whether there was evidence
of bias that represented a risk of material misstatement due to fraud.

Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable assurance whether
the consolidated financial statements are free from material misstatement. Misstatements may arise due to fraud or error. They are considered
material if individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the consolidated financial statements.
Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall Group materiality
for the consolidated financial statements as a whole as set out in the table below. These, together with qualitative considerations, helped us
to determine the scope of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements,
if any, both individually and in aggregate on the consolidated financial statements as a whole.
Overall Group materiality

RUB 6,779 million

How we determined it

1% of the Group’s revenue for the reporting year

Rationale for the materiality
benchmark applied

We chose revenue as the materiality benchmark. Given the volatility of the Group’s financial
results, revenue represents a more appropriate measure of the size of the business and risks
of misstatement than profit before tax. We chose 1% of the benchmark, which is consistent with
quantitative materiality thresholds used for profit-oriented companies in this sector.

4 accounting for payments to lessor’s aircraft
maintenance reserve as financial assets
and lease liabilities instead of current period
expenses;
4 accounting of regular aircraft repairs
and maintenance works required by lease
agreements previously classified as operating
lease under IAS 17, Leases as a separate
component of right-of-use assets instead
of current period expenses;

PJSC Aeroflot

4 accounting for payments to aircraft repair
service providers under ‘payment by flight
hour’ scheme as advances due to suppliers
until the actual works are made, instead
of the current period expenses.
We focused on this matter due to material
effect from transition to IFRS 16 Leases
to the consolidated financial statements as
of 1 January 2018 and 31 December 2018,
and due to significance of the accounting
estimates and practical expedients, applied
by the Group in developing respective accounting
policies as described in Notes 3 and 4
to the consolidated financial statements.

How our audit addressed the key audit matter

01

Management of the Group did an analysis of the contracts with aircraft lessors
and manufacturers and other lease contracts and developed new accounting policies
for lease accounting. We reviewed the calculation models and accounting policies
developed by management for leases of different assets and performed the following
procedures for current and restated comparative information:
4 verified that changes in accounting policies and practical expedients applied are
made in accordance with IFRS 16, Leases;
4 on sample basis reconciled right-of-use assets and lease liabilities recognised
in the current and comparative periods to the calculation models for aircraft
and for other assets, as well as verified mathematical accuracy of the calculation
models;

01
02
03
04

APPENDIXES

Overall Group materiality: Russian Roubles (“RUB”) 6,779 million, which represents 1% of the Group’s revenue
for the reporting year.
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4 on sample basis reconciled input data used in the calculation models, including
payments to lessor’s aircraft maintenance reserve, to the terms of the lease
agreements,;
4 on sample basis we verified rationality of accounting estimates used for the leasing
calculation models, including estimation of the initial and, where applicable, revised
discount rates by reconciliation of these rates to the rates calculated based
on external sources; verified expected periods of capital repairs by reconciliation
with actual repairs schedule provided by management. In addition, on sample basis
we tested the expected share of reimbursements from lessor’s aircraft maintenance
reserves by reconciliation to share of reimbursements made in prior periods;
4 verified completeness of provided calculation models for aircraft leases
by reconciliation the number of models to the aircraft fleet, and for other leases
by reconciliation to rent expenses;
4 reviewed the approach to determine useful life of right-of-use assets;
4 on sample basis tested the exchange rates applied to lease liabilities in foreign
currencies by reconciliation to the official exchange rates at respective date;
4 on sample basis tested initial costs of capitalised repairs by reconciliation
to the supporting documents or, for comparative periods, to the information
audited in prior years;
4 on sample basis verified classification of capitalised and current costs on repair
and maintenance;
4 on sample basis performed testing of advances due to aircraft repair service
providers by reconciliation to the supporting documents or, for comparative
periods, with information audited in prior years.
We reviewed the respective disclosures in the consolidated financial statements
for consistency with the requirements of IAS 8, Accounting Policies, Changes
in Accounting Estimates and Errors and IFRS 16, Leases.

PJSC Aeroflot
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We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the consolidated financial
statements as a whole, taking into account the structure of the Group, the accounting processes and controls, and the industry in which
the Group operates.

Adoption of IFRS 16, Leases: effect
on accounting of provision for repairs
and maintenance works on return of aircraft
to lessor
See Notes 2, 3, 4, 27

01
01
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03
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As part of transition to IFRS 16, Leases
management of the Group revised accounting
policies for repairs and maintenance works
on return of aircraft to lessor required by lease
agreements.
Adoption of IFRS 16, Leases: effect on accounting
of provision for repairs and maintenance works
on return of aircraft to lessor (continued)
The Group applied judgement in determine when
the obligation becomes unavoidable in accordance
with IAS 37 Provisions, contingent liabilities
and contingent assets. The Group applied
unified approach for accounting of all repairs
and maintenance works on return of aircraft
to lessor, including those that depend on utilisation
of aircraft, because such repairs are identifiable
events and are planning by the Group in advance.
Management of the Group estimates costs
of the capital repairs for aircraft at re-delivery
date to the lessor and recognizes the discounted
amount of these costs as part of right-of-use
assets in correspondence with provision
for restoration obligation to bring leased assets
in a condition, required by the lease terms.
Useful life of right-of-use assets is equal
to the expected lease period according to lease
agreement.
Changes in accounting policies were
applied retrospectively, with restatement
of the comparative information.
As a result of abovementioned changes,
in accounting policies the provision for repairs
and maintenance works on return of the aircraft
increased by RUB 138,768 million as
of 1 January 2018 and by RUB 193,103 million as
of 31 December 2018.
Calculation of the provision at each reporting
date was made based on calculation model,
which includes a number of accounting estimates
and variables, including commencement dates,
expected dates and cost of repairs, discounting
rates, currencies of liabilities related to repairs.
We focused on this matter due to material
effect from changes in accounting policies
to the consolidated financial statements,
and due to significance of the estimates used
by the Group in applying these accounting policies
and judgments for provision calculation.

How we tailored our Group audit scope
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How our audit addressed the key audit matter

We identified the following significant components in respect of which we carried out the audit:
4 PJSC Aeroflot;
We reviewed the calculation of the provision and new accounting policies
and performed the following procedures for current and restated comparative
amounts, included in the right-of-use assets and liabilities:
4 verified that changes in accounting policies and key judgments are in accordance
with relevant IFRS;
4 reviewed the logic and mathematical accuracy of the Group’s financial model, used
for the calculation of provision and related right-of-use asset as of each reporting
date;
4 on sample basis assessed completeness of the repairs and maintenance works
included to the provision by reconciliation with the terms of aircrafts lease
agreements;
4 on sample basis assessed key assumptions used by the Group in the calculation
model by reconciliation to the supporting documents and accumulated historical
information (including reconciliation to the aircraft lease agreements, actual costs,
currencies, and accumulated statistics on frequency of repairs for similar aircraft);
4 for the comparative information on a sample basis verified that estimates made
for costs and dates of repairs and maintenance works on return of the aircraft
to the lessor do not contradict to information audited by us in prior periods;
4 on sample basis compared useful life of right-of-use asset recognised on repairs
and maintenance works on return of aircraft to lessor to the terms of lease
agreements related to re-delivery aircraft condition;

4 JSC Rossiya Airlines;
4 LLC Pobeda Airlines.

01

The work in respect of material components was performed by the us as a Group Auditor.

01
02

We also performed analytical procedures for other Group companies that, in our opinion, had no material qualitative or quantitative effect
on the Group’s consolidated financial statements.

03

Other information
Management is responsible for the other information. The other information comprises Annual report for the year 2019 and Issuer’s Report
for the 1st Quarter 2020 (but does not include the consolidated financial statements and our auditor’s report thereon), which are expected
to be made available to us after the date of this auditor’s report.
Our opinion on the consolidated financial statements does not cover the other information and we do not and will not express any form
of assurance conclusion thereon.

04
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Key audit matter
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In connection with our audit of the consolidated financial statements, our responsibility is to read the other information identified above and,
in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.
When we read Annual report for the year 2019 and Issuer’s Report for the 1st Quarter 2020, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.
Responsibilities of management and those charged with governance for the consolidated financial statements

4 on sample basis tested discount rates, applied by the Group at each reporting date
by comparison with the rates calculated based on external sources;

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with IFRS,
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.

4 on sample basis tested the exchange rates used for the calculation of the part
of provision in foreign currencies as of each reporting date by reconciliation
to the official rates at respective date.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

We reviewed the respective disclosures in the consolidated financial statements
for consistency with the requirements of IAS 8, Accounting Policies, Changes
in Accounting Estimates and Errors and IFRS 16, Leases.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

PJSC Aeroflot
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Auditor’s responsibilities for the audit of the consolidated financial statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated financial statements.

231
From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.The certified auditor responsible for the audit resulting in this independent
auditor’s report is Alexey Fegetsyn.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout the audit. We
also:

01
02
03

APPENDIXES

04

4 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
4 Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

01

2 March 2020
Moscow, Russian Federation

01
02
03
04

Alexey Fegetsyn, certified auditor (licence No. 03-001436), AO PricewaterhouseCoopers Audit

4 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by management.

APPENDIXES

01

4 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
4 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and whether
the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
4 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance
of the Group audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Audited entity: PJSC Aeroflot

Independent auditor: AO PricewaterhouseCoopers Audit

Record made in the Unified State Register of Legal Entities on 2 August 2002 under State
Registration Number 1027700092661

Registered by the Government Agency Moscow Registration Chamber
on 28 February 1992 under Nо. 008.890

Taxpayer Identification Number 7712040126

Record made in the Unified State Register of Legal Entities on 22 August 2002
under State Registration Number 1027700148431

119019, Russian Federation, Moscow, 1 Arbat

Taxpayer Identification Number 7705051102
Member of Self-regulatory organization of auditors Association «Sodruzhestvo»

PJSC Aeroflot

PJSC Aeroflot

Principal Registration Number of the Record in the Register of Auditors and Audit
Organizations – 12006020338

01

233
Consolidated Statement of Profit or Loss
for the year ended 31 December 2019

Consolidated Statement
of Comprehensive Income
for the year ended 31 December 2019

(All amounts are presented in millions of Russian Roubles, unless otherwise stated)

(All amounts are presented in millions of Russian Roubles, unless otherwise stated)
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01

03

03

04

04

Note

2019

2018*

Traffic revenue

5

613,852

553,192

Other revenue

6

64,029

58,378

677,881

611,570

Operating costs, excluding staff costs, depreciation and amortisation

7

(434,606)

(388,745)

Staff costs

8

(92,413)

(82,186)

19, 20, 24

(107,477)

(90,129)

Revenue

Depreciation and amortisation
Other operating income/(expenses), net

9

Operating costs
Operating profit

17,278

10,226

(617,218)

(550,834)

60,663

60,736

Gain/(loss) from impairment and fair value changes of investments, net

17

357

(689)

Finance income

10

5,486

6,816

Finance costs

10

(52,050)

(128,394)

Hedging result

28

(2,368)

(6,788)

Share of results of associates
Result from disposal of subsidiaries

23

Profit/(loss) before income tax
Income tax

11

PROFIT/(LOSS) FOR THE YEAR

160

254

1,555

1,240

13,803

(66,825)

(291)

11,131

13,512

(55,694)

10,649

(54,361)

Note

Profit/(loss) for the period

2019

2018*

13,512

(55,694)

(10,873)

Other comprehensive income/(loss)
Items that may be reclassified subsequently to profit or loss:
Effect from hedging revenue with foreign currency liabilities

28

67,541

Deferred tax related to a result from cash-flow hedging instruments

11

(13,508)

2,175

Other comprehensive income/(loss)

54,033

(8,698)

TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR

67,545

(64,392)

64,682

(63,059)

APPENDIXES

01
02

APPENDIXES

01
02

Total comprehensive income/(loss), attributable to:
Shareholders of the Company
Non-controlling interest
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR

2,863

(1,333)

67,545

(64,392)

* Revised Consolidated Financial Statements for the year ended 31 December 2018 due to adoption of a new IFRS 16 “Leases” (see Note 4)

Attributable to:
Shareholders of the Company
Non-controlling interest
PROFIT/(LOSS) FOR THE YEAR
Basic and diluted profit/(loss) per share (in Roubles per share)
Weighted average number of shares outstanding (millions)

32

2,863

(1,333)

13,512

(55,694)

10.0

(49.6)

1,062.8

1,096.2

* Revised Consolidated Financial Statements for the year ended 31 December 2018 due to adoption of a new IFRS 16 “Leases” (see Note 4)

V. G. Saveliev
General Director

A. Y. Chikhanchin
Deputy General Director for Commerce and Finance

The Consolidated Statement of Profit or Loss is to be read in conjunction with the notes to, and forms a part of, the Consolidated Financial Statements presented
on pages 240 to 292

The Consolidated Statement of Comprehensive Income is to be read in conjunction with the notes to, and forms a part of, the Consolidated Financial Statements presented
on pages 240 to 292

PJSC Aeroflot

PJSC Aeroflot

Approved on 2 March 2020 and signed on behalf of management

235
Consolidated Statement of Financial Position
as at 31 December 2019
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01

(All amounts are presented in millions of Russian Roubles, unless otherwise stated)

03

03

04

04

31 December
2019

31 December
2018*

1 January 2018*

31 December
2018*

1 January 2018*

Current liabilities

Current assets
Cash and cash equivalents

12

12,883

23,711

45,978

Short-term financial investments

17

12,978

6,437

8,931

Accounts receivable and prepayments

14

96,467

78,223

85,096

2,878

5,488

3,580

13

2,242

532

423

Current income tax prepayment
Expendable spare parts and inventories

16

15,570

14,300

12,468

Assets classified as held for sale

21

–

6,483

2,969

Current financial assets under lease agreements

4

3,834

1,804

576

Other current assets
Total current assets

Accounts payable and accrued liabilities
Unearned traffic revenue

22, 26

71,737

71,426

69,598

26

53,399

49,874

44,006

Deferred revenue related to the frequent flyer programme

26

4,365

4,086

2,295

Provisions for liabilities

27

24,531

25,865

10,125

Lease liabilities

28

70,814

78,528

59,244

Short-term loans and borrowings and current portion of long-term loans and borrowings

29

12,568

175

–

Liabilities related to assets classified as held for sale

21

–

6,254

2,210

4

19

–

237,418

236,227

187,478

3,224

3,311

3,181

Current income tax liabilities

–

226

422

Total current liabilities

146,852

137,204

160,443

Non-current liabilities
Long-term loans and borrowings

Non-current assets

29

Right-of-use assets

20

629,115

668,793

536,678

Lease liabilities

28

486,310

577,403

434,534

Property, plant and equipment

19

26,743

26,634

23,355

Provisions for liabilities

27

192,281

202,384

155,025

Prepayments for aircraft

15

20,745

21,148

13,089

Deferred tax liabilities

11

467

766

294

Deferred tax assets

11

27,894

39,403

22,114

Deferred revenue related to the frequent flyer programme

26

4,910

3,282

3,842

Goodwill

25

6,660

6,660

6,660

Other non-current liabilities

30

6,758

6,068

6,291

Long-term financial investments

17

5,856

5,393

5,883

Total non-current liabilities

693,950

793,214

603,167

TOTAL LIABILITIES

931,368

1,029,441

790,645

32

1,359

1,359

1,359

Intangible assets

24

2,600

2,250

2,054

Non-current financial assets under lease agreements

4

18,356

19,261

13,509

Aircraft lease security deposits

13

2,099

4,283

1,602

567

545

329

18

45,831

36,246

27,782

Total non-current assets

786,466

830,616

653,055

TOTAL ASSETS

933,318

967,820

813,498

Investments in associates
Other non-current assets

Equity
Share capital
Treasury shares buyback reserve

32

(7,040)

(7,040)

–

Accumulated profit on disposal of treasury shares

32

7,864

7,864

7,864

Hedge reserve

28

20,176

(33,857)

(25,159)

Retained (loss)/earnings
Equity attributable to shareholders of the Company

PJSC Aeroflot

31 December
2019

LIABILITIES AND EQUITY

ASSETS

Aircraft lease security deposits

Note

Non-controlling interest
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY
The Consolidated Statement of Financial Position is to be read in conjunction with the notes to, and forms a part of, the Consolidated Financial Statements presented
on pages 240 to 292

(24,051)

(31,843)

36,740

(1,692)

(63,517)

20,804

3,642

1,896

2,049

1,950

(61,621)

22,853

933,318

967,820

813,498

* Revised Consolidated Financial Statements for the year ended 31 December 2018 due to adoption of a new IFRS 16 “Leases” (see Note 4)

PJSC Aeroflot
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Consolidated Statement of Cash Flows
for the year ended 31 December 2019
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(All amounts are presented in millions of Russian Roubles, unless otherwise stated)

01
02

01
02

03

03

04

04

2019

2018*

13,803

(66,825)

Profit/(loss) before income tax
19, 20, 24
9

Change in impairment provision for obsolete expendable spare parts and inventory
Change in impairment provision for property, plant and equipment and right-of-use
assets

Deposits return
Deposits placement

Adjustments for:
Change in expected credit losses and impairment of prepayments

19, 20

(Profit)/loss on disposal of property, plant and equipment and intangible assets

107,477
(228)

90,129
1,217

(54)

9

77

36

93

6,192

4,203

Interest received

1,803

3,115

19, 20, 24

(26,781)

(34,656)

224

136

Prepayments for aircraft

14, 15

(28,592)

(13,888)

Return of prepayments for aircraft

14, 15

6,392

23,968

(5,730)

(4,741)

Purchases of property, plant and equipment, right-of-use assets, intangible assets
and capitalized repair expenses
Dividends received

1,398
(660)

(357)

689

28

2,368

6,788

Payment for financial assets under aircraft lease contracts

9, 27

(2,351)

1,625

Repayment of financial assets under aircraft lease contracts

10

49,970

48,702

Repayment of lease security deposits

13

Interest income

10

(3,711)

(5,365)

Return of lease security deposits

13

Foreign exchange (gain)/loss, net

10

(598)

79,640

Net cash flows used in investing activities

(108)

(93)

Revaluation/modification under lease contracts

9

(2,181)

301

Profit from disposal of subsidiaries

23

(1,555)

(1,240)

Loss from change in the fair value of derivative financial instruments

10

2,067

–

Change in provisions for liabilities
Interest expense

Dividend income

Other operating (income)/expenses, net

161

(302)

3,598

2,420

(395)

(2,428)

435

–

(46,145)

(19,004)

Cash flows from financing activities:
Receipt of loans and borrowings

29, 37

36,161

350

Repayment of loans and borrowings

29, 37

(23,674)

(131)

28

(78,694)

(73,795)

Repayment of the lease liabilities principal
Interest paid except for interest under lease contracts

(407)

(253)

(45,586)

(43,775)
(14,543)

162,554

156,049

Interest paid under lease contracts

(688)

(12,526)

Dividends paid

37

(3,286)

Increase in expendable spare parts and inventories

(1,205)

(1,809)

Purchase of treasury shares

32

–

(7,040)

Decrease in accounts payable and accrued liabilities

(8,752)

(2,490)

Net cash used in financing activities

(115,486)

(139,187)

151,909

139,224

220

178

(3,738)

(7,101)

3,834

1,701

152,225

134,002

Total operating cash flows before working capital changes
Increase in accounts receivable and prepayments

Total operating cash flows after working capital changes
Change in restricted cash
Income tax paid
Income tax refunded
Net cash flows from operating activities

Effect of exchange rate fluctuations on cash and cash equivalents

(1,422)

1,922

(10,828)

(22,267)

Cash and cash equivalents at the beginning of the period

23,711

45,978

Cash and cash equivalents at the end of the period

12,883

23,711

42,255

137,336

Net decrease in cash and cash equivalents

Non-cash transactions as part of the investing activities:
Right-of-use assets acquired under lease contracts

PJSC Aeroflot

23,926
(21,152)

3,887

(1,072)

(Gain)/loss from impairment and fair value changes of investments, net

16,791
(23,969)

Proceeds from sale of assets held for sale

(1,154)

Hedging result

2018*

Proceeds from sale of property, plant and equipment

9, 21

Profit from disposal of assets classified as held for sale

2019

Cash flows from investing activities:

Cash flows from operating activities:

Depreciation and amortisation

Note

* Revised Consolidated Financial Statements for the year ended 31 December 2018 due to adoption of a new IFRS 16 “Leases” (see Note 4)

The Consolidated Statement of Cash Flows is to be read in conjunction with the notes to, and forms a part of, the Consolidated Financial Statements presented
on pages 240 to 292
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(All amounts are presented in millions of Russian Roubles, unless otherwise stated)
01

01
02

01
02

03

03

04

04

APPENDIXES

Equity attributable

Note

1 January 2018
The impact of the new standard (IFRS) 16

Share capital

Accumulated
profit on disposal
of treasury shares
and treasury shares
buyback reserve

Hedge reserve

Retained earnings/ (loss

Total

Non-controlling interest

Total equity

1,359

7,864

(25,159)

82,591

66,655

1,746

68,401
(45,548)

4

Total restated 1 January 2018*

–

–

–

(45,851)

(45,851)

303

1,359

7,864

(25,159)

36,740

20,804

2,049

22,853

–

–

–

(54,361)

(54,361)

(1,333)

(55,694)

–

–

(8,698)

–

Loss for the year
Loss from hedging net of related deferred tax

to shareholders of the Company

28

Total other comprehensive loss
Total comprehensive loss

(8,698)

–

(8,698)

(8,698)

–

(8,698)

(63,059)

(1,333)

(64,392)

–

(7,040)

–

–

(7,040)

–

(7,040)

–

–

–

–

–

1,500

1,500

–

–

–

(14,222)

(14,222)

(320)

(14,542)

31 December 2018*

1,359

824

(33,857)

(31,843)

(63,517)

1,896

(61,621)

1 January 2019*

1,359

824

(33,857)

(31,843)

(63,517)

1,896

(61,621)

Purchase of treasury shares

32

Capital increase in companies with non-controlling interest
Dividends declared

33

Profit for the period
Profit from hedging net of related deferred tax

28

–

–

–

10,649

10,649

2,863

13,512

–

–

54,033

–

54,033

–

54,033

Total other comprehensive profit

54,033

–

54,033

Total comprehensive profit

64,682

2,863

67,545

Dividends declared
31 December 2019

–

–

–

(2,857)

(2,857)

(1,117)

(3,974)

1,359

824

20,176

(24,051)

(1,692)

3,642

1,950

33

APPENDIXES
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The Consolidated Statement of Changes in Equity is to be read in conjunction with the notes to, and forms a part of, the Consolidated Financial Statements presented
on pages 240 to 292
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* Revised Consolidated Financial Statements for the year ended 31 December 2018 due to adoption of a new IFRS 16 “Leases” (see Note 4)

241
Notes to the Consolidated Financial
Statements for the year
ended 31 December 2019

The table below provides information on the Group’s aircraft fleet as at 31 December 2019 (number of aircraft):
TYPE OF AIRCRAFT

OWNERSHIP

AEROFLOT

AK ROSSIYA

AK AURORA

POBEDA

GROUP TOTAL

DHC 8-Q300

Owned

–

–

1

–

1

DHC 8-Q402

Owned

–

–

5

–

5

–

–

6

–

6

Total owned aircraft
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SSJ 100

Lease

49

–

–

–

49

Airbus A319

Lease

–

20

10

–

30

01

01
02

Airbus A320

Lease

76

6

–

–

82

01
02

03

Airbus A321

Lease

33

–

–

–

33

03

Airbus A330

Lease

21

–

–

–

21

Boeing B737

Lease

47

16

–

30

93

Boeing B747

Lease

–

9

–

–

9

(All amounts are presented in millions of Russian Roubles, unless otherwise stated)
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1. NATURE OF THE BUSINESS
Aeroflot-Russian Airlines (the “Company” or “Aeroflot”) was formed as an open joint stock company in accordance with a Russian Federation
Government decree issued in 1992 (hereinafter, the “1992 Decree”). The 1992 Decree conferred all the rights and obligations of Aeroflot-Soviet
Airlines and its structural units upon the Company, including inter-governmental bilateral agreements and agreements signed with foreign
airlines and civil aviation enterprises. Under Russian Federation Presidential Decree No. 1009 of 4 August 2004, the Company was included
in the official List of Strategic Entities and Strategic Joint Stock Companies.
The Company’s principal activities are the provision of passenger and cargo air transportation services, both domestically and internationally,
and other aviation services from Moscow Sheremetyevo Airport. The Company and its subsidiaries (the “Group”) are also involved in airline
catering and hotel operations. Associated entities mainly comprise aviation security services and other ancillary services.
The Group's business activities in provision of international and domestic passenger and cargo air transportation services are subject
to seasonal fluctuations, the peak of demand is in the second and third quarters of the year.
As at 31 December 2019 and 31 December 2018, the Government of the Russian Federation (the “RF”) represented by the Federal Agency
for Management of State Property owned 51.17% of the Company. The Company's headquarters are located in Moscow at 1 Arbat Street,
119019, RF.
The principal subsidiaries are:
Company name

Registered address

Principal activity

31 December 2019

31 December 2018

JSC Rossiya airlines (“AK Rossiya”)

St. Petersburg, RF

Airline

75% minus one
share

75% minus one
share

LLC Pobeda Airlines (“Pobeda”)

Moscow, RF

Airline

100.00%

100.00%

JSC Aurora Airlines (“AK Aurora”)

Yuzhno-Sakhalinsk, RF

Airline

LLC Aeroflot-Finance (“Aeroflot-Finance”)

Moscow, RF

Finance services

JSC Aeromar

Moscow Region, RF

Catering

JSC Sherotel

Moscow Region, RF

LLC A-Technics

Boeing B777

Lease

19

10

–

–

29

DHC 8-Q200

Lease

–

–

2

–

2

DHC 8-Q300

Lease

–

–

2

–

2

DHC 6-400

Lease

–

–

3

–

3

Total aircraft under leases

245

61

17

30

353

Total fleet

245

61

23

30

359
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2. BASIS AND ACCOUNTING POLICIES OF PREPARATION THE CONSOLIDATED FINANCIAL
STATEMENTS
Basis of presentation
The Consolidated Financial Statements of the Group have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
and in accordance with the Federal Law No. 208 – FZ “On consolidated financial reporting” dated 27 July 2010. The Consolidated Financial
Statements are presented in millions of Russian Roubles (“RUB million”), except where specifically noted otherwise.
These Consolidated Financial Statements have been prepared on the historical cost convention except for financial instruments, which
are initially recognized at fair value and financial instruments measured at fair value through profit or loss. The principal accounting policies
applied in the preparation of these Consolidated Financial Statements are set out below. Except for changes in accounting policies as a result
of the transition to IFRS 16 from 1 January 2019, these principles were applied consistently for all periods presented in the Financial Statements,
unless otherwise indicated in Note 4.

51.00%

51.00%

100.00%

100.00%

51.00%

51.00%

Hotel

100.00%

100.00%

Moscow, RF

Technical maintenance

100.00%

100.00%

“Aeroflot Aviation School”

Moscow, RF

Education

100.00%

100.00%

Management prepared these Consolidated Financial Statements on a going concern basis. In making this judgement management considered
the Group’s financial position, current intentions, profitability of operations and access to financial resources, and analysed the impact of the financial
markets situation on the operations of the Group.

JSC Donavia (“Donavia”) (Note 23)

Rostov-on-Don, RF

Airline

-

100.00%

Functional and presentation currency

All significant subsidiaries directly or indirectly controlled by the Group are included in these Consolidated Financial Statements. A list
of the subsidiaries is set out in Note 1.

Going concern

The functional currency of the Company and its subsidiaries is the Russian Rouble (“RUB” or “rouble”), the presentation currency of the Group’s
Consolidated Financial Statements is the Russian Rouble as well.

The Group’s major associate is:
Company name

Registered address

Principal activity

JSC Sheremetyevo Bezopasnost

Moscow Region, RF

Aviation security

31 December 2019

31 December 2018

45.00%

45.00%

Subsidiaries represent investees, including structured entities, which the Group controls, as the Group:
(i)	has the powers to control significant operations which has a considerable impact on the investee’s income,
(ii)	runs the risks related to variable income from its involvement with investee or is entitled to such income, and
(iii)	is able to use its powers with regard to the investee in order to influence the amount of its income.

PJSC Aeroflot

PJSC Aeroflot

Consolidation

Protective rights of other investors, such as those that relate to fundamental changes of investee’s activities or apply only in exceptional
circumstances, do not prevent the Group from controlling an investee.

01
01
02
03
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Subsidiaries are consolidated from the date on which control is transferred to the Group (acquisition date) and are deconsolidated from the date
on which control ceases.
Subsidiaries are included in the Consolidated Financial Statements at the acquisition method. Identifiable assets acquired and liabilities
and contingent liabilities received in a business combination are measured at their fair values at the acquisition date, irrespective of the extent of any
non-controlling interest.
Goodwill is measured through the deduction of net assets of the acquired entity from the total of the following amounts: consideration transferred
for the acquired entity, non-controlling share in the acquiree and fair value of the existing equity interest in the acquiree held immediately by the Group
before the acquisition date. Any negative amount (“negative goodwill”) is recognised in profit or loss, after management reassesses whether
it identified all the assets acquired and all liabilities and contingent liabilities assumed and reviews appropriateness of their measurement.

The fair value is the initial carrying amount for the purposes of subsequent accounting for the retained interest in an associate or financial asset.
In addition, any amounts previously recognised in other comprehensive income in respect of that entity, are accounted for as if the Group had directly
disposed of the related assets or liabilities. This may mean that amounts previously recognised in other comprehensive income are recycled to profit
or loss.
If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts previously
recognised in other comprehensive income is reclassified to profit or loss where appropriate.

01

Goodwill

01
02

Goodwill is carried at cost less accumulated impairment losses, if any. The Group performs goodwill impairment testing at least on an annual basis
and whenever there are indications that goodwill may be impaired. The carrying value of goodwill is compared to the recoverable amount, which is
the higher of value in use and the fair value less costs of disposal. Any impairment is recognised immediately as an expense and is not subsequently
recovered. Goodwill is allocated to the cash generating units (namely, the Group’s subsidiaries or business units). These units represent the lowest
level at which the Group monitors goodwill and are not larger than an operating segment.

03

Gains or losses on disposal of an operation within a cash generating unit to which goodwill has been allocated include the carrying amount
of goodwill associated with the disposed operation, generally measured on the basis of the relative values of the disposed operation and the portion
of the cash-generating unit which is retained.

The Group measures non-controlling interest that represents the ownership interest and entitles the holder to a proportionate share of net assets
in the event of liquidation on a transaction by transaction basis, either at:

Monetary assets and liabilities denominated in foreign currency are translated into each entity’s functional currency at the official exchange rate
of the Central Bank of the Russian Federation (“CBRF”) at the respective end of the reporting period. Transactions in foreign currencies are recorded
at the rates of exchange on the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of transactions in foreign
currency and from the translation of monetary assets and liabilities denominated in foreign currency into each entity’s functional currency at year-end
official exchange rates of the CBRF are recognised in the Consolidated Statement of Profit or Loss for the year within finance income or costs
except for foreign exchange differences arising on translation of hedge financial instruments. Foreign exchange differences on hedge instruments are
recognised in other comprehensive income.

а)

fair value, or

b)

in proportion to the non-controlling share in the net assets of the acquiree.

Non-controlling interest is that part of the net results and of the equity of a subsidiary attributable to interests which are not owned, directly
or indirectly, by the Company. Non-controlling interest forms a separate component of the Group’s equity.

Purchases of non-controlling interests
The Group applies the economic entity model to account for transactions with owners of non-controlling interest. Any difference between
the transferred consideration and the carrying amount of non-controlling interest acquired is recorded as a capital transaction directly in equity.
The Group recognises the difference between sales consideration and carrying amount of non-controlling interest sold as a capital transaction
in the Consolidated Statement of Changes in Equity.

Investments in associates
Associates are entities over which the Group has significant influence (directly or indirectly), but not control, generally accompanying a shareholding
of between 20 and 50 percent of the voting rights. Investments in associates are accounted for using the equity method of accounting and are
initially recognised at cost. The carrying amount of associates includes goodwill identified on acquisition less accumulated impairment losses, if any.
Dividends received from associates reduce the carrying value of the investment in associates. Other post-acquisition changes in the Group’s share
of net assets of an associate are recognised as follows:
(i)	the Group’s share of profits or losses of associates is included in the Consolidated Statement of Profit or Loss for the year as a share of financial
results of associates,
(ii)

the Group’s share in other comprehensive income is recorded as a separate line item in other comprehensive income,

(iii)	all other changes in the Group’s share of the carrying value of net assets of the associates are recorded in the Consolidated Statement of Profit
or Loss within the share of financial results of equity accounted investments.
However, when the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.
Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the associates;
unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the associate’s assets.
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When the Group ceases to have control or significant influence, any retained interest in the entity is remeasured to its fair value, with the change
in carrying amount recognised in profit or loss.

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity instruments issued and liabilities incurred
or assumed, including fair value of assets or liabilities from contingent consideration arrangements but excludes acquisition related costs such as
advisory, legal, valuation and similar professional services. Transaction costs related to the acquisition and incurred for issuing equity instruments
are deducted from equity; transaction costs incurred for issuing debt securities as part of the business combination are deducted from the carrying
amount of the debt and all other transaction costs associated with the acquisition are expensed.

Intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised losses are also
eliminated, unless the cost cannot be recovered. The Company and its subsidiaries use uniform accounting policies consistent with the Group’s
policies.

PJSC Aeroflot

Disposals of subsidiaries or associates

04
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The existence and effect of substantive rights, including substantive potential voting rights, are considered when assessing whether the Group has
power over another entity. For a right to be substantive, the holder must have practical ability to exercise that right when decisions about the direction
of the relevant activities of the investee need to be made. The Group may have power over an investee even when it holds less than majority of voting
power in an investee. In such a case, the Group assesses the size of its voting rights relative to the size and dispersion of holdings of the other vote
holders to determine if it has de-facto power over the investee.
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Foreign currency translation

Translation at year-end rates does not apply to non-monetary items in the Consolidated Statement of Financial Position that are measured
at historical cost. Non-monetary items measured at fair value in a foreign currency, including equity investments, are translated using the exchange
rates at the date when the fair value was determined. Effect of exchange rate changes on non-monetary items measured at fair value in a foreign
currency are recorded as part of the fair value revaluation gain or loss.
The table below presents US Dollar and Euro to Ruble exchange rates used for the translation of monetary assets and liabilities into foreign
currencies:
Official exchange rates
RUB / USD 1.00

RUB / EUR 1.00

As at 31 December 2019

61.91

69.34

Average rate for 2019

64.74

72.50

As at 31 December 2018

69.47

79.46

Average rate for 2018

62.71

73.95

Revenue recognition
Revenue is recognized at the moment or upon transfer of control over goods or services to the customer at the transaction price. The transaction
price is the amount of compensation, the right to which the Group expects to receive in exchange for the transfer of the promised goods or services
to customers. Revenue presents amounts for goods and services sold in the ordinary course of business, net of taxes accrued on the revenue.
Passenger flights: Revenues from the sale of tickets are recognised upon delivery of air-transport services. The price of tickets sold and valid,
that have not been used at the reporting date, is recognised in the Group’s Consolidated Statement of Financial Position (unearned transportation
revenue) within current liabilities. The balance on this account is reduced as the Group continues to provide related transportation services, or when
the passenger returns the ticket. The price of tickets that were sold but will not be used is recognised as sales revenue at the reporting date, in line
with the analysis of historical data on income from unused tickets.
Revenue from the service for changes in bookings (service fees for changes in booking terms) is recognised when transportation services are
provided. Where a passenger’s itinerary consists of several segments and transportation for such itinerary is formalised by one single agreement
for air transportation, revenue for changes in booking terms is recognised at the time of completing transportation on the first segment of the route.

PJSC Aeroflot
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8–10 years

Interiors

5 years

Facilities and transport vehicles

3–5 years

Revenue from passenger flights includes revenue under interline agreements signed between the Group and other airlines, whereby the airlines use
their tickets to document transportation under the regular flights of their partner airlines. The airline can issue tickets for any flights whose entire
itinerary or several segments of one itinerary will be carried out by another carrier. Revenue from any flights that were provided by a partner under
an interline agreement, but were documented on the blank forms of the Group is recognised when the air transport services have been rendered
by the partner in the amount of net income, within traffic revenue, in the Group’s Consolidated Statement of Profit and Loss.

Other non-current assets

1–5 years

The Group is entitled for commission fees at the time Interline agreement partner or codeshare agreement partner performs the flight, which
corresponds to the moment of fulfilment the obligation represents the basis for settlements with the partner under the agreement.
In the case when agreement (ticket) with passenger includes two or more flight segments (performance obligations) on mixed terms: flights to be
performed by Group companies and flights to be performed by interline or codeshare partner, revenue is recognised when air transport services are
provided. It is included in full amount for Group flights, or in the amount of net income for the flights of interline or codeshare partner, within traffic
revenue in the Group’s Consolidated Statement of Profit and Loss.

Buildings

15–50 years

03

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 and its major subsidiaries from the US Dollar to the Russian Rouble or at the historical cost if property,
plant and equipment was acquired after specified date. Depreciation is accrued based on the straight-line method on all property, plant
and equipment based upon their expected useful lives or, in the case of leasehold properties, over the duration of the leases or useful life if it is
shorter. The useful lives of the Group’s property, plant and equipment range from 1 to 50 years. Land is not depreciated.
(c) Construction in progress
Construction in progress represents costs related to construction of property, plant and equipment, including corresponding variable out-of-pocket
expenses directly attributable to the cost of construction, as well the acquisition cost of other assets that require assembly or any other preparation.
The carrying value of construction in progress is regularly analysed for the potential accrual of the impairment provision.

Flight catering: Flight catering revenue is recognised when food is delivered to board of the aircraft, as it is the moment of transferring control over
goods to the customers.

Right-of-use assets (RUA)

Financing component: Under customer contracts the period between the transfer of promised goods or services to the customer and payment
by the customer for such goods or services will not exceed one year. Therefore, the Group does not adjust the promised amount of consideration
for the effect of any significant financing component.
Group Companies have no significant assets under contracts with customers. At the time the unconditional right to income arises, the Group
recognizes accounts receivable. Group contractual obligations include: unearned traffic revenue from passengers, liabilities under the frequent flyer
programme as well as other advances from customers (Note 26).

Segment information
The Group determines and presents operating segments based on the internally information that provided to the General Director of the Group, who
is the Group's chief operating decision maker. Segments whose revenue, financial result or assets are not less than ten percent or more revenue,
financial result or assets of all operating segments are reported separately.

Intangible assets
The Group’s intangible assets other than goodwill have definite useful lives and primarily include capitalised computer software with the useful life 5
years. Intangible assets are amortised using the straight-line method over their useful lives. Acquired licenses for computer software are capitalised
on the basis of the costs incurred to acquire and bring them to use. If impaired, the carrying amount of intangible assets is written down to the higher
of value in use and fair value less costs to disposal.

Right-of-use assets are measured at cost comprising the following:
4 the amount of the initial measurement of lease liability on a present value basis;
4 any lease payments made at or before the commencement date less any lease incentives received;
4 any initial direct costs;
4 costs to restore the asset to the conditions required by lease agreements.
Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis. For depreciation
of right-of-use assets the Group separate follow components: aircraft fuselage and interior; aircraft engines. If the Group is reasonably certain
to exercise a purchase option, the right-of-use asset is depreciated over the underlying assets’ useful lives. Depreciation on the items of the rightof-use assets is calculated using the straight-line method over their estimated useful lives as follows:
Aircraft fuselage and interior
Engines
Buildings
Equipment and transport vehicles

20 years
5–20 years
50 years
5–10 years

Lease liabilities

Property, plant and equipment are reported at cost, less accumulated depreciation and impairment losses (where appropriate). Depreciation is
calculated in order to allocate the cost (less residual value where applicable) over the useful lives of the assets.

Liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net present value of the following lease
payments:

(a) Fleet

4 fixed payments (including in-substance fixed payments), less any lease incentives receivable;

 wned aircraft and engines: Owned fleet consists of foreign-made aircraft, engines are both Russian and foreign-made. The full list of aircraft
O
is presented in Note 1.

(ii)	
Depreciation of fleet: The Group depreciates owned fleet assets on a straight-line basis to the end of their estimated useful life. The airframe,
engines and interior of aircraft are depreciated separately over their respective estimated useful lives.

04

The Group leases various aircraft, aircraft engines, buildings, equipment and vehicles. Contracts may contain both lease and non-lease components.
The Group decided to apply practical expedients for accounting of underlying assets under lease contracts not to separate non-lease components
from lease components, and instead account for each lease component and any associated non-lease components as a single lease component.

Property, plant and equipment

(i)

01
01
02

(b) Land, buildings, сonstructions and other plant and equipment

Cargo flights: Revenue from cargo flights is recognised within traffic revenue when aviation services are provided. The price of sold but not yet
delivered cargo flight services is reported in the Group’s Consolidated Statement of Financial Position as accounts payable and accrued liabilities.

Other revenue: Other revenue under bilateral agreements with airlines is recognised as the Group executes its performance obligations under
the terms of each agreement. Revenue from accommodation services rendered by the Group’s hotel is recognised upon the service delivery.
Revenue from the sale of goods is recognised upon transfer of control over assets to the customer, which normally takes place on the date
of the goods’ shipment to the customer. Revenue from rendering the services is recognised in the period when the services were rendered.
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20–32 years

Engines

04
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Airframes of aircraft

Revenue from passenger flights also includes revenue under codeshare agreements signed by the Group with certain airlines, whereby the Group
and the airlines sell seats for each other’s flights (hereinafter, “Codeshare Agreements”). Revenue from the sale of tickets for the flights of other
airlines under Codeshare Agreements is recognised when air transport services are provided and is included in net income within traffic revenue
in the Group’s Consolidated Statement of Profit and Loss. Revenue from the sale of seats to the Group’s flights by other airlines is recognised when
air transportation has been fully provided, within traffic revenue in the Group’s Consolidated Statement of Profit and Loss.
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The Group’s fleet and other fixed assets have the following useful lives:

APPENDIXES

01
02

Commission fees payable to agents for the sale of flight tickets are recognised as sales and marketing expenses within operating expenses
in the Consolidated Statement of Profit and Loss in the period of the sale of the tickets by agents, as according to the current tariffs of the Group,
the period of performance of obligations on passengers transportation does not exceed one year.

245

4 variable lease payments that depend index or a rate, initially measured using the index or rate as at the commencement date;
4 amounts expected to be payable by the Group under residual value guarantees;
4 the exercise price of a purchase option if the Group is reasonably certain to exercise that option;
4 payments of penalties for terminating the lease, if the lease term reflects the Group exercising that option.
Extension and termination options are provided for in some of lease contracts for aircraft and other leases of the Group. These terms are used
to maximise operational flexibility in terms of managing the assets used in the Group’s operations. The majority of extension and termination options

PJSC Aeroflot
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The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined, which is generally the case
for leases of the Group, the Group’s incremental borrowing rate is used, being the rate that the Group would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar terms, collateral and conditions.
To determine the incremental borrowing rate, the Group sends indicative rates requests to banks and makes adjustments specific to the lease, e.g.
term, country, currency and collateral.
01
01
02
03
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Accounting for payments made to aircraft repair service providers under payment for flight hours scheme
(PBH – Power-by-the-Hour)

Lease payments under some aircraft lease agreements include a floating interest rate (LIBOR) component. For such liabilities at a floating interest
rate (LIBOR), the Group periodically revalues cash flows in order to reflect the movement of market interest rates (LIBOR). Such revaluation results
in a change in the effective interest rate under the agreement. At the same time, since a floating interest rate lease liability is initially recognized
in the principal amount due upon maturity, revaluation of future interest payments that are dependent on LIBOR does not significantly affect
the carrying amount of the liability.

Under certain lease agreements for aircraft payments for certain types of repairs of aircraft engines or engine auxiliary power units are made
in proportion to their use directly to the organization (contractor), which subsequently performs these repairs. Such payments are in essence advance
payments for the corresponding types of repairs and recorded within “Other non-current assets” (Note 18). In such case, upon the completion
of the repair, the advance payment is set off by the Group taking into account the analysis of whether the repair performed is for the period
of the aircraft operation and is subject to capitalization as part of the right-of-use asset; or is related to repairs and maintenance works which are
performed on return of the aircraft to the lessor in respect of which a provision for repairs and maintenance works was created; or represents
the current repair of the reporting period in which it was made.

The Group is exposed to potential future increases in variable lease payments based on an index or rate, which are not included in the lease liability
until they take effect. When adjustments to lease payments based on an index or rate take effect, the lease liability is reassessed and adjusted
against the right-of-use asset.
Lease payments are allocated between principal and finance costs. The finance costs are charged to profit or loss over the lease period so as
to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

The Group does not provide residual value guarantees in relation to equipment leases for most contracts.

Accounting for сosts of regular capital repairs and maintenance of aircraft
Under aircraft lease agreements the cost of regular capital repairs and maintenance works during the period of operation of the aircraft is capitalized
into right-of-use assets and depreciated over the shorter of (i) the scheduled usage period to the next major inspection event or (ii) the remaining
life of the asset or (iii) the remaining lease term. In case at the time of the major inspection the component of the previously capitalized expenses
were not fully depreciated, the carrying amount of such a component is written off and included into expenses of the reporting period at the time
of the next repair.
The Group also accrues a provision for restoring an aircraft to the condition required by the terms and conditions of the lease before return
to a lessor. The provision is added to right-of-use assets as of commencement date in amount of estimated of costs to be incurred in restoring
the asset. The provision for repairs and maintenance works on return of aircraft to lessor is regularly remeasured and any changes in the carrying
amount of the provision including changes from exchange rate fluctuations are recognized in correspondence with relevant right-of-use asset. This
provision is recorded at present value. The Group’s discount rates are determined by reference to current market pre-tax rate and risks specific
to the obligation, and calculated based on government bond rates taking into account currency and term of a liability for each type of repair. Rightof-use assets are depreciated on a straight-line basis over the lease term.

Estimates of the cost of actual repairs are made by the Group’s specialists and if the cost of repairs exceeds the accumulated amount
of the advance payment at the reporting date, the Group recognizes accounts payable to the supplier and records the subsequent payments to pay
off these payables.
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Non-current assets and disposal groups (which may include both non-current and current assets) are classified in the Consolidated Statement
of Financial Position as ‘non-current assets held for sale’ if their carrying amount will be recovered principally through a sale transaction (including
loss of control of a subsidiary holding the assets) within twelve months after the reporting period. Assets are reclassified when all of the following
conditions are met: (a) the assets are available for immediate sale in their present condition; (b) the Group’s management approved and initiated
an active programme to locate a buyer; (c) the assets are actively marketed for sale at a reasonable price; (d) the sale is expected within one year;
and (e) it is unlikely that significant changes to the plan to sell will be made or that the plan will be withdrawn.
Non-current assets or disposal groups classified as held for sale in the current period’s Consolidated Statement of Financial Position are not
reclassified or re-presented in the comparative Consolidated Statement of Financial Position to reflect the classification at the end of the current
period.

Held for sale disposal groups as a whole are measured at the lower of their carrying amount and fair value less costs on disposal. Held for sale
property, plant and equipment are not depreciated or amortised.

After carrying out repairs that fall within the definition of an event that is reimbursed from a previously accumulated maintenance reserve
in accordance with the terms of the lease agreement, the Group receives compensation from the lessor in the amount of the actual repair costs, but
not more than the accumulated maintenance reserve. At the end of the lease period, any remaining balance in the reserve fund is not reimbursed.

Liabilities directly associated with the disposal group that will be transferred in the disposal transaction are reclassified and presented separately
in the Consolidated Statement of Financial Position.

Upon initial recognition of payments to the maintenance reserve, which will be used for repairs and maintenance performed during the lease term,
the Group estimates (i) the amount of payments that are expected to be returned by lessor; (ii) the amount of payments that will not be returned
by the lessor. Refundable payments are recognized by the Group as financial assets under lease agreements. The difference between the initial fair
value of the financial asset and the amount actually payable to form the recoverable contribution (“loss from occurrence”) is the cost of the lease
and is included in the lease liability. A financial asset is recognized when a respective payment to maintenance reserve is made and is initially
measured at present value of future refund with application of the discount rate used to measure the lease liability. The financial asset is increased
by interest over the life period of the asset using the effective interest method to the nominal amount to be returned by the lessor to the lessee.

03

Non-current assets classified as held for sale

According to certain aircraft lease agreements in addition to the lease payments during the lease period the Group makes monthly payments
to lessor’s aircraft maintenance reserve for “heavy forms of maintenance” specified in the lease agreement during the lease period.

2) Payments to the maintenance reserve, which are not expected to be returned in cash since the repair and maintenance will be performed
by the lessor or other lessee after the lease term.

01
02

The gain or loss arising on the disposal of an asset is determined as the difference between the sales proceeds and the carrying amount of the asset
and is recognised in the Group’s Consolidated Statement of Profit or Loss for year within operating income or expenses.

Accounting for payments to lessor’s aircraft maintenance reserve

1) Payments to the maintenance reserve which will be refunded for repair and maintenance performed during the lease period; and

01

Gain or loss on disposal of property, plant and equipment

A disposal group is a group of assets (current or non-current) to be disposed of, by sale or otherwise, together as a group in a single transaction,
and liabilities directly associated with those assets that will be transferred in the transaction. Goodwill is included if the disposal group includes
an operation within a cash-generating unit to which goodwill has been allocated on acquisition. Non-current assets are assets that include
amounts expected to be recovered or collected more than twelve months after the reporting period. If reclassification is required, both the current
and non-current portions of an asset are reclassified.

To account for such payments the Group identifies the following types of payments to the lessor:
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Payments to maintenance reserve that are not expected to be repaid in cash are accounted for similar to other lease payments fixed or in-substance
fixed, and then recognizes liability and right-of-use asset at the commencement date of the lease. If payments are recognized as variable (e.g.
depending on flying hours) then such payments (less changes related to the estimates of refundable amount) are recognized within expenses
of the reporting period when they arise as lease payments that do not depend on the index or rate.

A 10 BPS increase or decrease in discount rate at 31 December 2019 would result in a decrease in lease liabilities of RUB 3,402 million
or in an increase of RUB 3,483 million respectively (31 December 2018: decrease of RUB 2,256 million or increase of RUB 2,269 million respectively).

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are recognised on a straight-line basis as
an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise IT equipment and small
items of office furniture with value of RUB 300 thousand or less.

PJSC Aeroflot

At the commencement date of the lease the Group determines the portion of the loss from occurrence which is the minimum fixed amount during
the whole period of payments to the maintenance reserve (lease term). Present value of future payments defined as “loss from occurrence” is
included in lease liability and the right-of-use asset as of the date the lease is recognized. Any further losses from the occurrence under the contract
related to payments to the lessor’s maintenance reserve are expensed as variable lease payments that do not depend on the index or rate.
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held are exercisable only by the Group and not by the respective lessor. Extension options (or period after termination options) are only included
in the lease term if the lease is reasonably certain to be extended (or not terminated). Lease payments to be made under reasonably certain
extension options are also included in the measurement of the liability.
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Capitalisation of borrowing costs
Borrowing costs including interest accrued, foreign exchange difference and other costs directly attributable to the acquisition, construction
or production of assets that are not carried at fair value and that necessarily take a substantial time to get ready for intended use or sale (the
"qualifying assets") are capitalised as part of the costs of those assets, if the commencement date for capitalisation is on or after 1 January 2009.
The Group considers prepayments for aircraft as the qualifying asset with regard to which borrowing costs and lease liabilities are capitalised.
The capitalisation starts when the Group:
(а) bears expenses related to the qualifying asset;
(b) bears borrowing costs; and
(c) takes measures to get the asset ready for intended use or sale.
Capitalisation of borrowing costs continues up to the date when the assets are substantially ready for their use or sale.
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The Group capitalises borrowing costs related to capital expenditure made on qualifying assets. Borrowing costs capitalised are calculated
at the Group’s average funding cost (the weighted average interest cost is applied to the expenditures on the qualifying assets), except to the extent
that funds are borrowed specifically for the purpose of obtaining a qualifying asset. Where this occurs, actual borrowing costs incurred less any
investment income on the temporary investment of those borrowings are capitalised.

Impairment of property, plant and equipment and right-of-use assets

249
Financial assets – classification and subsequent measurement – business model
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The business model reflects how the Group manages the assets in order to generate cash flows – whether the Group’s objective is: (i) solely
to collect the contractual cash flows from the assets (“hold to collect contractual cash flows”,) or (ii) to collect both the contractual cash flows
and the cash flows arising from the sale of assets (“hold to collect contractual cash flows and sell”) or, if neither of (i) and (ii) is applicable, the financial
assets are classified as part of “other” business model and measured at FVTPL.

At each reporting date the management reviews its property, plant and equipment and right-of-use 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 by management as the higher
of: an asset’s fair value less costs to sell and its value in use. The carrying amount of the asset is reduced to its recoverable amount. An impairment
loss is recorded within operating costs in the Group’s Consolidated Statement of Profit or Loss for the year. An impairment loss recognised
for an asset in prior years is reversed where appropriate if there has been a change in the estimates used to determine the asset’s value in use or fair
value less costs to sell.

Business model is determined for a group of assets (on a portfolio level) based on all relevant evidence about the activities that the Group undertakes
to achieve the objective set out for the portfolio available at the date of the assessment. Factors considered by the Group in determining the business
model include the purpose and composition of a portfolio, past experience on how the cash flows for the respective assets were collected, how risks
are assessed and managed.
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Financial assets – classification and subsequent measurement – cash flow characteristics

01
02

03

Financial instruments – key measurement terms

04

Fair value – is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The best evidence of fair value is price in an active market. An active market is one in which transactions for the asset
or liability take place with sufficient frequency and volume to provide pricing information on an ongoing basis.

Where the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows and sell, the Group assesses
whether the cash flows represent solely payments of principal and interest (“SPPI”). Financial assets with embedded derivatives are considered
in their entirety when determining whether their cash flows are consistent with the SPPI feature. In making this assessment, the Group considers
whether the contractual cash flows are consistent with a basic lending arrangement, i.e. interest includes only consideration for credit risk, time value
of money, other basic lending risks and profit margin.

Fair value of financial instruments traded in an active market is measured as the product of the quoted price for the individual asset or liability
and the number of instruments held by the entity. This is the case even if a market’s normal daily trading volume is not sufficient to absorb
the quantity held and placing orders to sell the position in a single transaction might affect the quoted price.
Valuation techniques such as discounted cash flow models or models based on recent arm’s length transactions or consideration of financial data
of the investees are used to measure fair value of certain financial instruments for which external market pricing information is not available.
Financial instrument measured at fair value are analysed by levels of the fair value hierarchy as follows:

Financial assets – reclassification

Financial assets impairment – credit loss allowance for ECL

(ii)	level 2 measurements are valuations techniques with all material inputs observable for the asset or liability, either directly (that is, as prices)
or indirectly (that is, derived from prices), and

The Group assesses, on a forward-looking basis, the ECL for debt instruments measured at AC. The Group measures ECL and recognises Net
impairment losses on financial and contract assets at each reporting date. The measurement of ECL reflects: (i) an unbiased and probability weighted
amount that is determined by evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable and supportable information
that is available without undue cost and effort at the end of each reporting period about past events, current conditions and forecasts of future
conditions. Debt instruments measured at AC, trade and other accounts receivable, loans and borrowings are presented in the consolidated
statement of financial position net of the allowance for ECL.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial instrument. An incremental
cost is one that would not have been incurred if the transaction had not taken place. Transaction costs include fees and commissions paid to agents
(including employees acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities exchanges, and transfer
taxes and duties. Transaction costs do not include debt premiums or discounts, financing costs or internal administrative or holding costs.
Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition less any principal repayments, plus
accrued interest, and for financial assets less any allowance for expected credit losses (“ECL”). Accrued interest includes amortisation of transaction
costs deferred at initial recognition and of any premium or discount to the maturity amount using the effective interest method. Accrued interest
income and accrued interest expense, including both accrued coupon and amortised discount or premium (including fees deferred at origination,
if any), are not presented separately and are included in the carrying values of the related items in the consolidated statement of financial position.
The effective interest method is a method of allocating interest income or interest expense over the relevant period, so as to achieve a constant
periodic rate of interest (effective interest rate) on the carrying amount. The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts (excluding future credit losses) through the expected life of the financial instrument or a shorter period, if appropriate,
to the gross carrying amount of the financial instrument. The effective interest rate discounts cash flows of variable interest instruments to the next
interest repricing date, except for the premium or discount which reflects the credit spread over the floating rate specified in the instrument, or other
variables that are not reset to market rates. Such premiums or discounts are amortised over the whole expected life of the instrument. The present
value calculation includes all fees paid or received between parties to the contract that are an integral part of the effective interest rate.

Financial instruments – initial recognition
Financial instruments at fair value through Profit and Loss (FVTPL) are initially recorded at fair value. All other financial instruments are initially recorded
at fair value adjusted for transaction costs. After the initial recognition, an ECL allowance is recognised for financial assets measured at AC, resulting
in an immediate accounting loss.
All purchases and sales of financial assets that require delivery within the time frame established by regulation or market convention (“regular way”
purchases and sales) are recorded at trade date, which is the date on which the Group commits to deliver a financial asset. All other purchases are
recognised when the entity becomes a party to the contractual provisions of the instrument.

Financial assets – classification and subsequent measurement – measurement categories
The Group classifies financial assets in the following measurement categories: FVTPL and AC. The classification and subsequent measurement
of debt financial assets depends on: (i) the Group’s business model for managing the related assets portfolio and (ii) the cash flow characteristics
of the asset.

04

Financial instruments are reclassified only when the business model for managing the portfolio as a whole changes. The reclassification has
a prospective effect and takes place from the beginning of the first reporting period that follows after the change in the business model. The entity did
not change its business model during the current and comparative period and did not make any reclassifications.

(i)	level 1 are measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities,

(iii)	level 3 measurements, which are valuations not based on solely observable market data (that is, the measurement requires significant
unobservable inputs) Note 38

PJSC Aeroflot

Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending arrangement, the financial asset is
classified and measured at FVTPL. The SPPI assessment is performed on initial recognition of an asset and it is not subsequently reassessed.

03

APPENDIXES

APPENDIXES

01
02

Explanations regarding the Group's determination of impaired assets and default are provided in Note 36. This note also provides information
on the source data, assumptions and calculation methods used in estimating expected credit losses, including an explanation of how the Group
includes the forecast information in the expected credit loss models.

Financial assets – write-off
Financial assets are written-off, in whole or in part, when the Group exhausted all practical recovery efforts and has concluded that there is no
reasonable expectation of recovery. The write-off represents a derecognition event. The Group may write-off financial assets that are still subject
to enforcement activity when the Group seeks to recover amounts that are contractually due, however, there is no reasonable expectation
of recovery.

Financial assets – derecognition
The Group derecognises financial assets when (a) the assets are redeemed or the rights to cash flows from the assets otherwise expire or (b)
the Group has transferred the rights to the cash flows from the financial assets or entered into a qualifying pass-through arrangement whilst (i)
also transferring substantially all the risks and rewards of ownership of the assets or (ii) neither transferring nor retaining substantially all the risks
and rewards of ownership but not retaining control. Control is retained if the counterparty does not have the practical ability to sell the asset in its
entirety to an unrelated third party without needing to impose additional restrictions on the sale.

Financial assets – modification
The Group sometimes renegotiates or otherwise modifies the contractual terms of the financial assets. The Group assesses whether the modification
of contractual cash flows is substantial considering, among other, the following factors: any new contractual terms that substantially affect the risk
profile of the asset (eg profit share or equity-based return), significant change in interest rate, change in the currency denomination, new collateral
or credit enhancement that significantly affects the credit risk associated with the asset or a significant extension of a loan when the borrower is not
in financial difficulties.
If the modified terms are substantially different, the rights to cash flows from the original asset expire and the Group derecognises the original
financial asset and recognises a new asset at its fair value. The date of renegotiation is considered to be the date of initial recognition for subsequent
impairment calculation purposes, including determining whether a significant increase in credit risk has occurred (SICR). The Group also assesses
whether the new loan or debt instrument meets the SPPI criterion. Any difference between the carrying amount of the original asset derecognised
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In a situation where the renegotiation was driven by financial difficulties of the counterparty and inability to make the originally agreed payments,
the Group compares the original and revised expected cash flows to assets whether the risks and rewards of the asset are substantially different as
a result of the contractual modification. If the risks and rewards do not change, the modified asset is not substantially different from the original asset
and the modification does not result in derecognition. The Group recalculates the gross carrying amount by discounting the modified contractual
cash flows by the original effective interest rate (or credit-adjusted effective interest rate for purchased or originated credit-impaired financial assets),
and recognises a modification gain or loss in profit or loss.
01
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Financial liabilities – measurement categories
Financial liabilities of the Group are classified as subsequently measured at AC.

Financial liabilities – derecognition
Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified in the contract is discharged, cancelled or expires).
Substantial modifications of the terms and conditions of existing financial liabilities are accounted for as an extinguishment of the original financial
liability and the recognition of a new financial liability. The terms are substantially different if the discounted present value of the cash flows under
the new terms, including any fees paid net of any fees received and discounted using the original effective interest rate, is at least 10% different from
the discounted present value of the remaining cash flows of the original financial liability. If an exchange of debt instruments or modification of terms
is accounted for as an extinguishment, any costs or fees incurred are recognised as part of the gain or loss on the extinguishment. If the exchange
or modification is not accounted for as an extinguishment, any costs or fees incurred adjust the carrying amount of the liability and are amortised
over the remaining term of the modified liability.
Modifications of liabilities that do not result in extinguishment are accounted for as a change in estimate using a cumulative catch up method, with
any gain or loss recognised in profit or loss, unless the economic substance of the difference in carrying values is attributed to a capital transaction
with owners.

The group documents at the inception of the transaction the relationship between hedging instruments and hedged items, as well as its risk
management objectives and strategy for undertaking various hedging transactions. The group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair
values or cash flows of hedged items.

Cash flow hedge

01

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in other
comprehensive income and accumulated in hedging reserve in equity. The gain or loss relating to the ineffective portion is recognised immediately
in the Consolidated Statement of Profit or Loss as a separate line below operating result of the Group.
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Amounts accumulated in equity are reclassified to profit or loss (as profit or loss from financing activities) in the periods when the hedged item
affects profit or loss (for example, when the forecast sale that is hedged takes place). However, when the forecast transaction that is hedged results
in the recognition of a non-financial asset (for example, inventory), the gains and losses previously deferred in equity are transferred from equity
and included in the initial measurement of the cost of the asset.
When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss
existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately recognised in the Consolidated
Statement of Profit or Loss. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is
immediately transferred to the Consolidated Statement of Profit or Loss within gains and losses from financing activities as a separate line.

Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when there is a legally enforceable
right to offset the recognised amounts, and there is an intention to either settle on a net basis, or to realise the asset and settle the liability
simultaneously. Such a right of set off (a) must not be contingent on a future event and (b) must be legally enforceable in all of the following
circumstances: (i) in the normal course of business, (ii) in the event of default and (iii) in the event of insolvency or bankruptcy.

In these Consolidated Financial Statements, prepayments are carried at cost less provision for impairment. A prepayment is classified as non-current
when the goods or services relating to the prepayment are expected to be obtained after one year, or when the prepayment relates to an asset
which will itself be classified as non-current upon initial recognition. Prepayments to acquire assets are included to the carrying amount of the asset
once the Group has obtained control of the asset and it is high probable that future economic benefits associated with the asset will flow
to the Group. Other prepayments are written off to profit or loss when the services relating to the prepayments are received. If there is an indication
that the assets, goods or services relating to a prepayment will not be received, the carrying value of the prepayment is written down accordingly
and a corresponding impairment loss is recognised in the Group’s Consolidated Statement of Profit or Loss for the year.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash flows
and those cash flows represent SPPI, and (ii) they are not designated at FVTPL. Restricted balances are excluded from cash and cash equivalents
for the purposes of the Cash Flow Statement.

Trade and other receivables
Trade and other receivables are recognised initially at fair value and are subsequently carried at AC using the effective interest method.

Trade and other payables
Trade payables are accrued when the counterparty performs its obligations under the contract and are recognised initially at fair value
and subsequently carried at AC using the effective interest method.

Loans and borrowings
Loans and borrowings are initially recognised at fair value and subsequently measured at amortised cost using the effective interest method.
Short-term loans and borrowings comprise:
4 interest bearing loans and borrowings with a term shorter than one year;
4 current portion of long-term loans and borrowings.
Long-term loans and borrowings include liabilities with the maturity exceeding one year.

03
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The hedging result in the Consolidated Statement of Profit or Loss is the change in the fair value of the hedging derivative financial instruments
(realized hedging) and the multidirectional effect of the hedging risk impact on the related hedge transactions recorded in operating activities.

Prepayments

Aircraft lease security deposits represent amounts paid to the lessors of aircraft in accordance with the provisions of operating lease agreements.
These security deposits are returned to the Group at the end of the lease period. Security deposits related to lease agreements are presented
separately in the Consolidated Statement of Financial Position (aircraft lease security deposits) and initially recorded at fair value and then
at amortized cost calculated using the effective interest method.
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Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-measured at their fair value.
The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging instrument, and if so, the nature
of the item being hedged. The group designates certain derivatives as hedges for a highly probable forecast transaction (cash flow hedge).

Offsetting financial instrument

Aircraft lease security deposits

PJSC Aeroflot

Financial instruments and hedge accounting
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and fair value of the new substantially modified asset is recognised in profit or loss, unless the substance of the difference is attributed to a capital
transaction with owners.

251

Expendable spare parts and inventories
Inventories, including aircraft expendable spare parts, are valued at cost or net realisable value, whichever is lower.
With the release of material values in production and other disposal the costs are determined as the actual acquisition cost of spare parts for aircraft
maintenance and as the cost of other inventories on the first-in, first- out (“FIFO”) basis.
The Group writes off the full amount of obsolete inventories which the Group does not plan to continue using in its operations.

Value added taxes
Value added tax (“VAT”) related to sales of goods or provision of services is recorded as a liability to the budget on an accruals basis. Domestic flights
in general are subject to VAT at 10% and international flights are subject to VAT at 0%. Input VAT invoiced by domestic suppliers as well as VAT paid
in respect of imported leased 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 date of the Consolidated Statement of Financial Position 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 receivable that is not expected to be recovered within the twelve months from the reporting date is
classified as a non-current asset. Where provision has been made for uncollectible receivables, the bad debt expense is recorded at the gross
amount of the account receivable, including VAT.

Frequent flyer programme
Since 1999, the Group operates a frequent flyer programme referred to as “Aeroflot Bonus”. Subject to the Programme terms, to increase customer
loyalty to the Company’s services, Aeroflot Bonus miles are awarded for the use of the Group’s and its partners’ services, and in the form of free
promo miles to incentivise participation in the Programme. The miles earned entitle the participants to a number of benefits such as free flights, flight
class upgrades and redeem miles for special awards from programme partners if the additional conditions of the Programme are met.
Revenue for bonus miles is recognised when the Programme participant receives the service through reducing the short-term deferred revenue
and other current liabilities based on the estimated value of one bonus mile. The amount of deferred revenue is calculated through allocating
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The estimated value of miles earned, but not used by Aeroflot Bonus participants on the Group's own flights is recognised within short-term
and long-term deferred revenue under the frequent flyer programme (Note 26) within current and non-current liabilities in the Group's Consolidated
Statement of Financial Position.
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The estimated value of bonus miles accumulated by Aerfolot Bonus participants for using the services provided by the partners of the programme is
recognised as other accrued current and non-current liabilities under the frequent flyer programme (Notes 26) within accounts payable and accrued
liabilities in the Group's Consolidated Statement of Financial Position.
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Employee benefits
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The estimated value of bonus miles is the same for the miles accumulated by the participants during the Group flights and for those miles
accumulated by the participants for using the Programme partner services.

Wages, salaries, contributions to the Russian Federation state pension and social insurance funds, paid annual leave and sick leave, bonuses,
and non-monetary benefits (such as health services and etc.) are accrued in the year in which the associated services are rendered by the employees
of the Group.

Provisions for liabilities
Provisions for liabilities 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 (Note 27). Where 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
Income taxes have been provided for in the Consolidated Financial Statements in accordance with legislation using tax rates and legislative
regulations enacted or substantively enacted at the end of the reporting period. Income tax expense/benefit comprises current and deferred tax
and is recognised in the Consolidated Statement of Profit or Loss for the year, unless it should be recorded within other comprehensive income
or directly in equity since it relates to transactions which are also recognised within other comprehensive income or directly in equity in this or any
other period.
Current tax is the amount expected to be paid to or recovered from budget in respect of taxable profits or losses for the current and prior periods.
Taxable profits or losses are based on estimates if the Consolidated Financial Statements are authorised prior to filing relevant tax returns. Other tax
expenses, except from the income tax, are recorded within other operating costs in the Group’s Consolidated Statement of Profit or Loss.
Deferred income tax is provided using the balance sheet liability method for tax losses carried forward and temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the Consolidated Statement of Financial Position. In accordance with the initial
recognition exemption, deferred taxes are not recorded for temporary differences arising on initial recognition of an asset or a liability in a transaction
other than a business combination if the transaction, when initially recorded, affects neither accounting nor taxable profit. Deferred tax liabilities are
not recorded for temporary differences on initial recognition of goodwill, and subsequently for goodwill which is not deductible for tax purposes.
Deferred tax assets and liabilities are measured at tax rates enacted or substantively enacted at the end of the reporting period which are expected
to apply to the period when the temporary differences will reverse or the tax losses carried forward will be utilised.
Deferred tax assets for deductible temporary differences and tax losses carried forward are recorded only to the extent that it is probable that
recovery of temporary differences and future taxable profit will be available against which the deductions can be utilised.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities
and when the deferred income taxes assets and liabilities relate to income taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities where there is an intention to settle the balances on a net basis. Deferred tax assets and liabilities are netted only
within the individual companies of the Group.
The Group controls the reversal of temporary differences relating to taxes chargeable on dividends from subsidiaries or on gains upon their disposal.
The Group does not recognise deferred tax liabilities on such temporary differences except to the extent that Management expects the temporary
differences to reverse in the foreseeable future.

PJSC Aeroflot

Uncertain income tax positions
The Group’s uncertain tax positions are reassessed by management at the end of each reporting period. Liabilities are recorded for income tax
positions that are determined by management as more likely than not to result in additional taxes being levied if the positions were to be challenged
by the tax authorities. The assessment is based on the interpretation of tax laws that have been enacted or substantively enacted by the end
of the reporting period, and any known court or other rulings on such issues. Liabilities for penalties, interest and taxes other than income tax are
recognised based on management’s best estimate of the expenditure required to settle the obligations at the end of the reporting period.
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Pensions
The Group makes certain employee benefits payments related to retirement. Pension liabilities are liabilities for defined benefit plans. The amount
of expenditures and obligations for such plans is estimated using the projected unit credit method. In this method, the costs of pension payments
are reflected in the Consolidated Statement of Profit and Loss in order to evenly distribute the costs over the life of the employee. Gains and losses
arising when actuarial calculations change are immediately allocated to other Comprehensive Income. Pension obligations to employees who
have not reached retirement age are calculated on the basis of minimum annual payments and do not take into account the possible increase
in management of the value of pensions in the future. If such pension payments to employees fall within a period of more than 12 months from
the reporting date, they are discounted; a discount rate is applied, determined on the basis of the rate of return government bonds at the reporting
date.
The Group also participates in a defined contribution plan, under which the Group has committed to making additional contributions as a percentage
(20% in 2019) 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 capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity as
a deduction, net of tax, from the proceeds. Any excess of the fair value of consideration received over the par value of shares issued is recorded as
share premium in equity.

Treasury shares purchased
Where the Company or its subsidiaries purchase the Company’s equity instruments, the consideration paid, including any directly attributable
incremental costs, net of income taxes, is deducted from equity attributable to the Company’s owners until the equity instruments are cancelled,
reissued or disposed of. 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.
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the transaction price between performance obligations (ticket sold and bonus miles) pro rata to their relative price of a stand-alone selling price
on the date when a ticket to a regular flight is sold to the passenger. On the date of a ticket sale, the Group has two performance obligations:
to provide the passenger with a seat on the selected flight and to provide the passenger with the service in the future (flight class upgrades or other
goods and services) for the amount of accrued bonus miles.

253

The sale or re-issue of such shares does not impact net profit for the current year and is recognised as a change in the shareholders’ equity
of the Group. Where such shares are subsequently sold or reissued, any consideration received, net of any directly attributable incremental
transaction costs and the related income tax effects, is included in equity attributable to the Company’s shareholders.
Dividend distributions and payments by the Company are recorded net of the dividends related to treasury shares.

Dividends
Dividends are recorded as a liability and deducted from equity in the period in which they are declared and approved by the shareholders
in the General Shareholders’ Meeting.

Earnings/loss per share
Earnings/loss per share are determined by dividing the profit or loss attributable to the Company’s shareholders by the weighted average number
of participating shares outstanding during the reporting year. The calculation of diluted earnings per share includes shares planned to be used
in the option programme when the average market price of ordinary shares for the period exceeds the exercise price of the options.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
IN APPLYING ACCOUNTING POLICIES
The Group makes estimates and assumptions that affect the amounts recognised in the Consolidated Financial Statements and the carrying
amounts of assets and liabilities within the next financial year. Estimates and judgements are continually evaluated and are based on management’s
experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances. Management
also makes certain judgements, apart from those involving estimations, in the process of applying the accounting policies. Judgements that
have the most significant effect on the amounts recognised in the Consolidated Financial Statements and estimates that can cause a significant
adjustment to the carrying amount of assets and liabilities within the next financial year include:

Useful lives and residual value of property, plant and equipment
The assessment of the useful lives of property, plant and equipment and their residual value are matters of management judgement based on the use
of similar assets in prior periods. To determine the useful lives and residual value of property, plant and equipment, management considers
the following factors: nature of the expected use, estimated technical obsolescence and physical wear. A change in each of the above conditions
or estimates may require the adjustment of future depreciation expenses.

Value of tickets which were sold, but will not be used
The value of tickets that were sold, but will not be used is recognised as sales revenue at the reporting date estimated through analysing historical
data on income from unused tickets. The assessment of the probability that the tickets will not be used is a matter of management judgement.
A change in these estimates may require an adjustment to the revenue amount in the Consolidated Statement of Profit or Loss (Note 5)
and to the transportation revenue not earned in the Consolidated Statement of Financial Position.
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The bonus miles provide customers with a substantial right, which they would not qualify unless they signed the agreement. The customer could
use bonus miles to buy flight tickets in the future or to pay for services of other Programme partners. Therefore, the promise to provide bonus
miles to the customer is a separate performance obligation. The transaction price is allocated between the ticket for the Company’s regular flight
and accrued bonus miles on the basis of a relative stand-alone selling price on the date of executing the agreement.
The stand-alone selling price of a ticket for a regular flight is a tariff established by the Company for a specified itinerary at the time of the sale,
regardless of whether or not the customer is a Programme participant.
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The stand-alone selling price of one separate bonus mile is a tool for determining the cost of services to be provided in the future to the Programme
participant. The Company determines the price of the future service (or part of it) per bonus mile as equal to the Company’s assessment
of the estimated value of the service per one mile.
At the reporting date, the Group assesses and recognises a performance obligation for the amount of accrued bonus miles accumulated by Aeroflot
Bonus Programme participants. The estimate is made based on the statistical information available to the Group and reflects the expected amount
of miles to be used after the reporting date multiplied by their estimated value. The assessment of the estimated value of a bonus mile, as well as
the management's expectations regarding the amount of miles to be used by Programme participants are a matter of management judgement.
A change in these estimates may require an adjustment in deferred revenue, accounts payable and accrued liabilities and other non-current liabilities
under the frequent flyer programme in the Consolidated Statement of Financial Position (Note 26) and revenue adjustment in the Consolidated
Statement of Profit or Loss (Note 5, 6).
As to the Group own flight tickets sold to the Programme participants, the Group reallocates the transaction price under the contract (ticket)
between the obligation to provide a seat for any selected flight and the provision of services in the future for the amount of bonus miles accrued
to the Programme participants in respect of the entire portfolio of contracts (tickets purchased by the Programme participants), as the said contracts
have similar characteristics. The Group believes that from the perspective of financial statements, the results of applying a single value of transaction
price allocation to the entire portfolio of contacts will not materially differ from the price allocation to each separate contract within the portfolio.
The obligation to the customer on bonus miles is fulfilled at the time when air transport services purchased for miles are provided to the customer,
or when miles are used to purchase Programme partner’s goods and services, and at the time of expiry of miles that were not used to buy flight
tickets in accordance with the rules of the Programme.

Extension and termination options in aircraft are provided for in a number of lease agreements for aircraft, aircraft engines and buildings. It used
to maximize operational flexibility regarding the management of assets used in the activities of the Group. Most of extension and termination
options contracts can be used only by the Group and not by the lessor. The lease term is reassessed if an option is actually exercised (or not
exercised) or the Group becomes obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised if a significant event
or a significant change in circumstances occurs, which affects this assessment, and that is within the control of the lessee.
As at 31 December 2019, 31 December 2018 and 1 January 2018 lease liability under most of lease contracts included rent payments
for the periods of extension, as the Group was reasonably certain that the extension options will be exercised. The amount of potential future cash
outflows not included in the lease liability because it is not reasonably certain that the leases will be extended is not material.

The costs of regular capital repairs and maintenance of aircraft
Provision for restoration obligation to bring leased assets in a condition, required by the lease terms is recognised as part of the cost of rightof-use asset in the amount of estimated costs to restore an asset as of the date of initial recognition of the lease and then is depreciated over
the lease terms. In determining weather present obligation should be recognised in accordance with IAS 37 «Provisions, contingent liabilities
and contingent assets» the Group applies a unified approach to accounting for all costs of repairs and maintenance before return of the aircraft
to the lessor, including repairs that depend on the intensity of use of the aircraft, since such repairs are an identifiable event and are planned
by the Group in advance. As a rule, the Group has a pre-planned schedule for using the asset and its repairs, which are inevitable. Therefore,
at the commencement date of the lease, the Group can reliably estimate the cost of future repairs required upon return of aircraft. Estimates
of expected costs are based on the most reliable data on the assessment date. This takes into account the terms of the lease agreements, the age
and condition of the aircraft and aircraft engines, the market value of the fixtures, components and assemblies to be replaced, as well as the cost
of the work required.

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 (Note 41).

Adoption of IFRS 16 “Leases”. The Group’s accounting policies for leases were modified to comply with IFRS 16 “Leases”, which replaces IAS
17 “Leases” and interpretations relating to leases. The Group adopted the Standard effective January 1, 2019 using the full retrospective approach
which requires each prior reporting period presented to be restated. Right-of-use assets are measured at transition as if the new rules had always
been applied. The Group adopted the Standard effective January 1, 2019 using the full retrospective approach which requires each prior reporting
period presented to be restated. Right-of-use assets are measured at transition as if the new rules had always been applied.

Deferred tax asset recognition
The recognised deferred tax assets represent income tax in respect of expenses or losses that may be set off against future taxable income
or profit and are recorded in the Consolidated Statement of Financial Position. Deferred income tax assets are recognised to the extent that
realisation of the related tax deduction is probable. The future taxable profits and the amount of tax benefits that are probable in the future are based
on the medium term business plan prepared by management and extrapolated results thereafter. The business plan is based on management
expectations that are believed to be reasonable under the circumstances.

ECL measurement
Measurement of ECLs for all financial instruments at AC is a significant estimate that involves determination methodology, models and data
inputs. The following components have a major impact on credit loss allowance: definition of default, SICR, probability of default (“PD”), exposure
at default (“EAD”), and loss given default (“LGD”). The Group regularly reviews and validates the models and inputs to the models to reduce any
differences between expected credit loss estimates and actual credit loss experience. Taking into account the short term of assets, the forecasted
macroeconomic indicators did not have a significant impact on the level of losses. Detailed information is provided in Note 36.

Assessment of lease periods
The possibility of extending and terminating the contracts is provided for in a number of lease agreements for aircraft, aircraft engines, buildings
and equipment of the Group. It used to maximize operational flexibility regarding the management of assets used in the activities of the Group. Most
of the conditions regarding the possibility of extension and termination of contracts can be used only by the Group and not by the lessor.
In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an extension
option, or not exercise a termination option. Extension options (or periods after termination options) are only included in the lease term if the lease is
reasonably certain to be extended (or not terminated).
For leases of buildings and equipment, the following factors are normally the most relevant:
4 If there are significant penalties to terminate (or not extend), the Group is typically reasonably certain to extend (or not terminate) the lease.
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4. ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS
New standards and interpretations effective from 1 January 2019

The Group tests goodwill for impairment at least annually. The recoverable amount of each cash generating unit was determined based on valuein-use calculations. These calculations require the use of estimates as further detailed in Note 25.
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Otherwise, the Group considers other factors including historical lease durations and the costs and business disruption required to replace
the leased asset.

Compliance with tax legislation

Estimated impairment of goodwill

PJSC Aeroflot

4 If any leasehold improvements are expected to have a significant remaining value, the Group is typically reasonably certain to extend (or not
terminate) the lease.
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Adoption of IFRS 16 “Leases” affected changes in accounting policy for regular capital repairs and maintenance of aircrafts, accounting for payments
to lessor’s aircraft maintenance reserve and accounting for payments made to aircraft repair service providers under payment for flight hours scheme
(PBH – Power-by-the-Hour).

The main changes in accounting policies since 1 January 2019 at transition to IFRS 16 “Leases”
Accounting for right-of-use assets and liabilities
The new standard sets out the principles for the recognition, measurement, presentation and disclosure of leases. All leases result in the lessee
obtaining the right to use an asset at the start of the lease and, if lease payments are made over time also obtaining financing. Accordingly, IFRS 16
eliminates the classification of leases as either operating leases or finance leases as is required by IAS 17 and, instead, introduces a single lessee
accounting model. According to this model, the Group recognizes in the financial statements: (a) assets and liabilities for all leases with a term
of more than 12 months, unless the underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease liabilities
in the Consolidated Interim Statement of Profit or Loss.
At transition to IFRS 16, the Group applied the following practical expedients:
4 not applied the requirements of clauses 22 to 49 of the standard for a short term leases or contracts for which the underlying asset has a low
value (up to RUB 300 thousand or $ 5,000) and recognized lease payments for such a lease as an expense of the reporting period on a straightline basis during the lease term;
4 applied single discount rate for a portfolio of leases with reasonably similar characteristics (for leases with a similar remaining lease term
for a similar type of underlying assets in similar economic conditions and currency of contract).
The main changes in accounting policies related to IFRS 16 in comparison with accounting policies applied in previous reporting periods are
presented below:
Accounting for сosts of regular capital repairs and maintenance of aircraft
At transition to IFRS 16 the cost of regular capital repairs and maintenance works under aircraft lease agreements during the period of operation
of the aircraft is capitalized into right-of-use assets and depreciated over the shorter of (i) the scheduled usage period to the next major inspection
event or (ii) the remaining life of the asset or (iii) the remaining lease term. In case at the time of the major inspection the component of the previously

PJSC Aeroflot
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The impact of adoption the IFRS 16 “Leases” on Statement of Financial Position is presented in the table below:

At transition to IFRS 16 the Group also accrues a provision for repairs and maintenance works on return of aircraft to lessor. The provision is added
to right-of-use assets in amount of estimated of costs to be incurred in restoring the asset as of commencement date and depreciated on a straightline basis over the lease term. Before transition to IFRS 16 the Group accrued a provision for repairs and maintenance works during the lease period
in an estimated amount and accounted as current periods expenses the Consolidated Statement of Profit or Loss.
Accounting for payments to lessor’s aircraft maintenance reserve
At transition to IFRS 16 to account for payments to aircraft maintenance reserve the Group identifies the following types of payments to the lessor:
01
01
02
03
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31 December 2018
IFRS 16
impact

Restated
financial
statements

Published financial statements

IFRS 16
impact

Restated
financial
statements

87,868

(9,645)

78,223

92,749

(7,653)

85,096

525

7

532

423

–

423

14,659

(359)

14,300

12,779

(311)

12,468

6,404

79

6,483

3,125

(156)

2,969

–

1,804

1,804

–

576

576

–

668,793

668,793

–

536,678

536,678

Property, plant and equipment

90,964

(64,330)

26,634

97,932

(74,577)

23,355

Deferred tax assets

12,002

27,401

39,403

10,468

11,646

22,114

–

19,261

19,261

–

13,509

13,509

ASSETS
Current assets
Accounts receivable and prepayments

2) Payments to the maintenance reserve the return of which is not expected in cash since the repair and maintenance will be performed by the lessor
or other leasee after the lease term.

Aircraft lease security deposits

At the commencement date of the lease the Group determines the portion of the loss from occurrence which is the minimum fixed amount during
the whole period of payments to the maintenance reserve (lease term). Discounted value of future payments defined as “loss from occurrence” is
included in lease liability and the right-of-use asset as of the date the lease is recognized. Any further losses from the occurrence under the contract
related to payments to the lessor’s maintenance reserve are expensed as variable lease payments that do not depend on the index or rate.

31 December 2019

Published financial statements

1) Payments to the maintenance reserve which will be refunded for repair and maintenance performed during the lease period; and

Upon initial recognition of payments to the maintenance reserve, which will be used for repairs and maintenance performed during the lease term,
the Group estimates (i) the amount of payments that are expected to be returned by lessor; (ii) the amount of payments that will not be returned
by the lessor. Refundable payments are recognized by the Group as financial assets. The difference between the initial fair value of the financial asset
and the amount actually payable to form the recoverable contribution (“loss from occurrence”) is the cost of the lease and is included in the lease
liability. A financial asset is recognized when a respective payment to maintenance reserve is made and is initially measured at present value of future
refund with application of the discount rate used to measure the lease liability (i.e. the interest rate implied in the lease agreement). The financial
asset is increased by interest over the life period of the asset using the effective interest method to the nominal amount to be returned by the lessor
to the lessee.

Expendable spare parts and inventories
Assets classified as held for sale
Current financial assets under lease agreements

01

Non-current assets
Right-of-use assets

Non-current financial assets under lease agreements
Aircraft lease security deposits
Other non-current assets

4,356

(73)

4,283

1,602

–

1,602

27,990

8,256

36,246

19,728

8,054

27,782

01
02
03
04

LIABILITIES AND EQUITY

Payments to maintenance reserve that are not expected to be repaid in cash are accounted for similar to other lease payments under IFRS 16.
The Group determines whether these non-refundable payments are fixed or in-substance fixed, and then recognizes liability and right-of-use asset
at the commencement date of the lease. If payments are recognized as variable (e.g. depending on flying hours) then such payments (less changes
related to the estimates of refundable amount) are recognized within expenses of the reporting period as they arise as lease payments that do not
depend on the index or rate.

Accounts payable and accrued liabilities

69,346

2,080

71,426

68,367

1,231

69,598

Provisions for liabilities

11,393

14,472

25,865

9,433

692

10,125

Before transition to IFRS 16 payments to lessor’s aircraft maintenance reserve were accounted as current period aircraft repairs and maintenance
expenses reduced for amounts of reimbursements received from lessor for actual repairs made.

Lease liabilities

15,219

63,309

78,528

16,015

43,229

59,244

Liabilities related to assets classified as held for sale

6,623

(369)

6,254

2,210

–

2,210

Accounting for payments made to aircraft repair service providers under payment for flight hours scheme (PBH – Power-by-the-Hour)

Non-current liabilities

At transition to IFRS 16 payments to aircraft repair service providers under payment for flight hours scheme are accounted as advance payments
for the corresponding types of repairs and recorded within “Other non-current assets”. In such case, upon the completion of the repair, the advance
payment is set off by the Group taking into account the analysis of whether the repair performed is for the period of the aircraft operation and is
subject to capitalization as part of the right-of-use asset; or is related to repairs and maintenance works which are performed on return of the aircraft
to the lessor in respect of which a provision for repairs and maintenance works was created; or represents the current repair of the reporting period
in which it was made.

Lease liabilities

78,005

499,398

577,403

84,674

349,860

434,534

Provisions for liabilities

23,753

178,631

202,384

16,949

138,076

155,025

137

629

766

68

226

294

Retained (loss)/earnings

74,958

(106,801)

(31,843)

82,591

(45,851)

36,740

Before transition to IFRS 16 payments to aircraft repair service providers under payment for flight hours scheme were accounted as current period
aircraft repairs and maintenance expenses.

Equity attributable to shareholders of the Company

43,284

(106,801)

(63,517)

66,655

(45,851)

20,804

2,051

(155)

1,896

1,746

303

2,049

Hedge accounting
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capitalized expenses were not fully depreciated, the carrying amount of such a component is written off and included into expenses of the reporting
period at the time of the next repair. Before transition to IFRS 16, such accounting treatment applied only to financial leases of aircraft.
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Current liabilities

Deferred tax liabilities
Equity

Non-controlling interest

IFRS 9 prohibits the retrospective adoption of hedging rules, and therefore the requirements of this standard at transition to IFRS 16 were applied
perspectively from January 1, 2019. If the Group reflected the hedge accounting of leasing liabilities in US dollars of the future highly probable
revenue in the same currency in respect of the liabilities recognized as a result of applying IFRS 16 from 1 January 2018, then a positive effect
on the financial result for 12 months, ended 31 December 2018 would have amounted to RUB 64,4 billion, as a result profit for the year would have
amounted to RUB 8,7 billion.

PJSC Aeroflot
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A significant part of the Group’s aircraft lease agreements are in US dollars. Due to recognition of lease liabilities related to operating lease
agreements for aircraft at transition to IFRS 16, the Group updated the approach to assessing the effectiveness of hedge and defined as a hedge
object the future highly probable revenue equal to the amount of cash flows under lease agreements on a discounted basis. This change has
a perspective effect from 1 January 2019.

The impact of adoption the IFRS 16 Leases on Statement of Profit or Loss is presented in the table below:

The impact of adoption the IFRS 16 Leases on Statement of Cash Flows is presented in the table below:
31 December 2018

2018

Published financial
statements

IFRS 16 impact

Restated financial
statements

Traffic revenue

553,192

–

553,192

Other revenue

58,378

–

58,378

611,570

–

611,570

Published financial
statements

Profit/(loss) before income tax

Revenue

01
02

Operating costs, excluding staff costs, depreciation and amortisation

(496,337)

107,592

(388,745)

03

Staff costs

(82,817)

631

(82,186)

Change in working capital

Depreciation and amortisation

(12,912)

(77,217)

(90,129)

153

10,073

10,226

Operating costs

(591,913)

41,079

(550,834)

Operating profit

19,657

41,079

60,736

APPENDIXES

Other operating income/(expenses), net

Loss from impairment and fair value changes of investments, net

(689)

–

(689)

4,164

2,652

6,816

Finance costs

(7,904)

(120,490)

(128,394)

Hedging result

(6,788)

–

(6,788)

254

–

254

Finance income

Share of results of associates
Result from disposal of subsidiaries

1,240

–

1,240

Profit/(loss) before income tax

9,934

(76,759)

(66,825)

(4,221)

15,352

11,131

5,713

(61,407)

(55,694)

6,589

(60,950)

(54,361)

(876)

(457)

(1,333)

5,713

(61,407)

(55,694)

Income tax
PROFIT/(LOSS) FOR THE PERIOD
Attributable to:
Shareholders of the Company
Non-controlling interest
PROFIT/(LOSS) FOR THE PERIOD
Basic and diluted profit/(loss) per share (in Roubles per share)
Weighted average number of shares outstanding (millions)

6.0

(49.6)

1,096.2

1,096.2

IFRS 16 impact

Restated financial
statements

Cash flows from operating activities:

01

04

Annual Report 2019

259

Adjustments
Total operating cash flows before working capital changes

9,934

(76,759)

(66,825)

33,167

189,707

222,874

01

43,101

112,948

156,049

01
02

(18,384)

1,559

(16,825)

03

Total operating cash flows after working capital changes

24,717

114,507

139,224

Other changes from operation activities

(5,222)

–

(5,222)

Net cash flows from operating activities

19,495

114,507

134,002

4,842

(23,846)

(19,004)

(48,526)

(90,661)

(139,187)

1,922

–

1,922

(22,267)

–

(22,267)

Cash and cash equivalents at the beginning of the period

45,978

–

45,978

Cash and cash equivalents at the beginning of the period

23,711

–

23,711

Net cash flows from/(used in) investing activities
Net cash used in financing activities
Effect of exchange rate fluctuations on cash and cash equivalents
Net decrease in cash and cash equivalents

04
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Adoption of other new standards
The following amended standards became effective from 1 January 2019, but did not have any material impact on the Group:
IFRIC 23 "Uncertainty over Income Tax Treatments" (issued on 7 June 2017 and effective for annual periods beginning on or after
1 January 2019).
Prepayment Features with Negative Compensation – Amendments to IFRS 9 (issued on 12 October 2017 and effective for annual periods
beginning on or after 1 January 2019).
Amendments to IAS 28 “Long-term Interests in Associates and Joint Ventures” (issued on 12 October 2017 and effective for annual periods
beginning on or after 1 January 2019).
Annual Improvements to IFRSs 2015-2017 cycle – amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23 (issued on 12 December 2017
and effective for annual periods beginning on or after 1 January 2019).
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” (issued on 7 February 2018 and effective for annual periods beginning
on or after 1 January 2019).

New standards and interpretations effective from 1 January 2020 or later
Certain new standards and interpretations have been issued that are mandatory for the annual periods beginning on or after 1 January 2020 or later,
and which the Group has not early adopted:
Sale or Contribution of Assets between an Investor and its Associate or Joint Venture – Amendments to IFRS 10 and IAS 28 (issued
on 11 September 2014 and effective for annual periods beginning on or after a date to be determined by the IASB).
IFRS 17 "Insurance Contracts" (issued on 18 May 2017 and effective for annual periods beginning on or after 1 January 2021).

Amendments to the Conceptual Framework for Financial Reporting (issued on 29 March 2018 and effective for annual periods beginning
on or after 1 January 2020).
Definition of a business – Amendments to IFRS 3 (issued on 22 October 2018 and effective for acquisitions from the beginning of annual
reporting period that starts on or after 1 January 2020).
Definition of materiality – Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and effective for annual periods beginning on or after
1 January 2020).

PJSC Aeroflot
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Interest rate benchmark reform – Amendments to IFRS 9, IAS 39 and IFRS 7 (issued on 26 September 2019 and effective for annual periods
beginning on or after 1 January 2020)

8. STAFF COSTS

Unless otherwise described above, the new standards and interpretations are not expected to affect significantly the Group’s consolidated financial
statements.

5. TRAFFIC REVENUE

2019

2018

Wages and salaries

71,324

63,578

Pension costs

16,250

14,506

Social security costs
01
01
02

Scheduled passenger flights
Charter passenger flights
Cargo flights

04

Total traffic revenue

APPENDIXES

03

2019

2018

557,132

496,454

37,438

37,838

Pension costs include:

19,282

18,900

4 compulsory payments to the RF Pension Fund,

613,852

553,192

6. OTHER REVENUE

82,186

Airline agreements revenue

40,883

36,646

Revenue from partners under the frequent flyer programme

14,453

12,704

Sales of goods on board

1,505

1,667

Change in pension plans

In-flight catering services

1,583

1,579

Total pension costs

419

560

Hotel revenue

382

512

Other revenue

4,804

4,710

64,029

58,378

7. OPERATING COSTS LESS STAFF COSTS AND DEPRECIATION AND AMORTISATION

Payments to the RF Pension Fund

03
04

2019

2018

16,182

14,465

68

41

16,250

14,506

2019

2018

9. OTHER OPERATING INCOME AND EXPENSES, NET

Reimbursement of fuel excise tax (Note 41)

9,635

9,243

Recovery/(accrual) of provision for other liabilities (Note 27)

1,323

(1,625)

Gain/(loss) on fixed assets disposal and impairment on fixed assets

1,128

(1,416)
660

2019

2018

Profit on disposal of assets classified as held for sale (Note 21)

1,072

101,199

84,617

Recovery of provision for regular repair and maintenance (Note 27)

1,028

–

Aircraft maintenance

30,566

24,229

Fines and penalties received from suppliers

833

727

Passenger services expenses

26,041

23,754

Insurance compensation received

525

1,387

Administration and general expenses

19,527

18,251

Gain on accounts payable write-off

445

35

Communication expenses

18,551

15,584

Revaluation of lease obligations

2,181

(301)

Food cost for in-flight catering

14,361

11,103

Recovery/(accrual) of provision for ECL and impairment provision for prepayments (Note 14)

228

(1,217)

Sales and marketing expenses

11,880

11,077

Loss on accounts receivable write-off

Expenses related to variable lease payments not included in lease liabilities

5,854

4,076

Insurance expenses

2,624

2,274

Short-term leases

2,245

1,525

849

888

Aircraft servicing

Cost of goods sold on board

10,033

9,503

Operating costs less aircraft fuel, staff costs and depreciation and amortisation

Other expenses

243,730

206,881

Aircraft fuel

190,876

181,864

Total operating costs less staff costs and depreciation and amortisation

434,606

388,745

		

01
01
02

4 an increase in the net present value of the future benefits which the Group expects to pay to its employees upon their retirement under defined
benefit pension plans.
2018

Total other revenue

4,102

92,413

4 contributions to a non-government pension fund under a defined contribution pension plan under which the Group makes additional pension
contributions as a fixed percentage (20% for 12 months 2019, 20% for 12 months 2018) of the transfers made personally by the employees
participating in the programme, and

2019

Ground handling and maintenance

PJSC Aeroflot

Total staff costs

4,839
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Classification of liabilities as current or non-current – Amendments to IAS 1 (issued on 23 January 2020 and effective for annual periods beginning
on or after 1 January 2022).
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(2)

(19)

Other income/(expense), net

(1,118)

2,752

Total other operating income/(expenses), net

17,278

10,226

PJSC Aeroflot
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10. FINANCE INCOME AND COSTS

Tax losses carried forward

Interest income

Long-term financial investments

Other finance income
Total finance income

3,711

5,365

598

–

1,177

1,451

Property, plant and equipment

6,816

Lease liabilities

5,486

01
02

APPENDIXES

Changes
for the year

3,788

3,339

449

429

20

1

(13)

14

(4)

18

900

146

754

272

482

Accounts receivable

Accounts payable and provisions for liabilities

03
04

31 December
2018

2019

2018

Finance costs:
Loss on change in fair value of derivative financial instruments not subject to hedge accounting
Loss on foreign exchange, net
Interest expense
Interest expense on lease
Other finance costs
Total finance costs

Deferred tax liabilities before tax set-off
Deferred tax set-off
Deferred tax assets after tax set-off

(2,067)

–

–

(79,640)

(5,275)

(5,003)

(44,695)

(43,699)

(13)

(52)

(52,050)

(128,394)

Property, plant and equipment
Right-of-use assets
Long-term financial investments
Accounts receivable
Accounts payable
Financial assets under lease agreements
Deferred tax liabilities before tax set-off

The loss on change in fair value of derivative financial instruments for the 12 months of 2019 relates to fuel option contracts entered into in 2019
for the purpose of hedging a portion of aircraft fuel costs.

Deferred tax set-off
Deferred tax liabilities after tax set-off

11. INCOME TAX

Movements for the year, net

2019

2018

(2,589)

(3,511)

Change in deferred income tax

2,298

14,642

Income tax

(291)

11,131

Current income tax charge

Tax rate applicable in accordance with Russian legislation
Theoretical income tax expense at tax rate in accordance with Russian legislation

2019

2018

13,803

(66,825)

20%

20%

(2,761)

13,365

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

PJSC Aeroflot

Prior years income tax adjustments
Income tax

Movements of deferred tax recognised directly in other
comprehensive income
Deferred tax for the year income

69

31

38

(856)

894

111,416

(21,011)

132,427

33,671

98,756

47,515

(1,817)

49,332

13,030

36,302

01
02

01

163,689

183,014

136,472

03

(135,795)

(143,611)

(114,358)

04

27,894

39,403

22,114

(908)

234

(1,142)

(646)

(496)

(123,977)

9,772

(133,749)

(26,413)

(107,336)

(513)

(406)

(107)

(64)

(43)

(6,420)

(1,254)

(5,166)

(1,215)

(3,951)

(6)

(6)

–

9

(9)

(4,438)

(225)

(4,213)

(1,396)

(2,817)

(136,262)

(144,377)

(114,652)

135,795

143,611

114,358

(467)

(766)

(294)

(11,210)

16,817

13,508

(2,175)

2,298

14,642

As at 31 December 2019 the Group recognised deferred tax assets from tax losses in the amount of RUB 3,788 million (31 December 2018:
RUB 449 million).
Limitations for the recognition of losses carried forward for the period from 2017 to 2020 have been introduced in Russian legislation. The amount
of losses carried forward that can be used every year during this period is limited to 50% of annual profit. These changes will not have material
impact for the Group's Consolidated Financial Statements.

Reconciliation of the income tax estimated based on the applicable tax rate to the income tax is presented below:

Profit/(Loss) before income tax

1 January
2018

Tax effect of temporary differences:

Finance income:
Gain on foreign exchange, net
01

2018

Changes
for the year

APPENDIXES

2019

31 December
2019
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12. CASH AND CASH EQUIVALENTS

Bank deposits denominated with maturity of less than 90 days in Roubles
Bank deposits denominated with maturity of less than 90 days in US Dollars

695

977

(2,741)

(4,003)

–

(5)

4,412

–

104

797

(291)

11,131

Cash on hand and bank accounts denominated in Roubles

31 December 2019

31 December 2018

4,258

7,870

557

380

5,755

11,525

Cash on hand and bank accounts denominated in US Dollars

870

2,468

Cash on hand and bank accounts denominated in other currencies

801

606

Cash on hand and bank accounts denominated in Euro

301

262

Cash in transit

341

600

12,883

23,711

Total cash and cash equivalents

Information about the Group’s exposure to interest rate risk, sensitivity analysis of financial assets as well as an assessment of impairment based
on the risk of default assumption and expected loss ratios are disclosed in Note 36.

PJSC Aeroflot

Annual Report 2019

262

As at 31 December 2019 about 50% of the Group’s funds are held in 2 highly reliable state-controlled Russian banks – Sberbank with long-term
credit rating BBB (Fitch rating agency) and VTB Bank (PJSC) with long-term credit rating BBB- (S&P rating agency) (as at 31 December 2018 65%
of Group’s cash was held in VTB Bank (PJSC) with long-term credit rating BBB- (S&P rating agency) and Sberbank with long-term credit rating BBB(Fitch rating agency)).
The remaining part of the Group's cash is also located primarily in the largest banks of Russia with a long-term credit rating from international rating
agencies.

01

As at 31 December 2019 the Group had restricted cash of RUB 193 million recorded as part of other non-current assets (31 December 2018:
RUB 437 million of them RUB 211 million recorded as part of other non-current assets and RUB 226 million as part of other current assets)
in the Group’s Consolidated Statement of Financial Position.

13. AIRCRAFT LEASE SECURITY DEPOSITS

03

A security deposit is held with the lessor to secure the lessee’s fulfilment of its obligations in full, on a timely basis and in good faith. The security
deposit is transferred to the lessor by instalments or in a single instalment. The security deposit is usually equal to two monthly lease payments.
The lessee has the right to replace the security deposit, in full or in part, with a letter of credit. The security deposit can be offset against the last
lease payment or any payment if there is any non-fulfilment of obligations by the lessee. The security deposit is returned subsequent to the lease
agreement’s termination/cancellation or return of the aircraft immediately after the date of lease termination and fulfilment by the lessee of its
obligations. The security deposits under aircraft lease agreements are recorded at amortised cost using discount rate of aircraft lease from 1,9%
to 10% p.a. in 2019 depending on the currency of the security deposit (2018: from 1,9% to 10% p.a.).

APPENDIXES

Aircraft lease security deposits

1 January 2018

2,025

Payment of security deposits

2,428

Discount capitalized in right-of-use assets

31 December 2019

31 December 2018

35,110

39,911

Trade accounts receivable
Other financial receivables

8,666

12,401

(10,949)

(11,470)

Total financial receivables

32,827

40,842

Prepayments to suppliers

11,681

11,810

VAT and other taxes recoverable

19,083

16,759

Prepayments for delivery of aircraft

28,995

5,770

03

4,425

3,597

04

(544)

(555)

96,467

78,223

Less provision for ECL

01
02

04

14. ACCOUNTS RECEIVABLE AND PREPAYMENTS

(649)

Other receivables
Less impairment provision
Total accounts receivable and prepayments

As at 31 December 2019 the Group recognised provision for ECL for accounts receivable from OJSC Transaero Airlines for passengers
transportation, refuelling services, aircraft servicing and ground handling of RUB 6,351 million (31 December 2018: RUB 6,301 million).

Provision for expected credit loss

(12)

As at 31 December 2019 and 31 December 2018, the Group made sufficient provision for expected credit losses for accounts receivable
and impairment provision for prepayments.

Foreign exchange difference

878

Financial receivables are analysed by credit quality in Note 36.

Payment of security deposits

395

Discount capitalized in right-of-use assets

(56)

Amortisation charge for the year

160

Provision for expected credit loss

(12)

Return of security deposits during the year

(435)

Set-off against lease liabilities

(53)

Foreign exchange difference

(473)

31 December 2019

01
02

Financial receivables are analysed by currencies in Note 36.

145

4,815

01

Accounts receivable and prepayments include prepayments for acquisition of aircraft to be delivered within 12 months after the reporting date.
Movements on the Prepayments for aircraft line item are due to the approaching aircraft delivery dates as well as the refund of prepayments related
to the delivery of aircraft in the current period.

Amortisation charge for the year

31 December 2018
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As at 31 December 2019 and 31 December 2018, the current part of prepayments for aircraft include advance payments for the acquisition
of the following aircraft:
Type of aircraft

31 December 2019

31 December 2018

Number of aircraft, units

Expected delivery date

Number of aircraft, units

Expected delivery date

Boeing В777

2

2020

2

2019

Airbus A350

11

2020

–

–

4,341
The movements in provision for ECL for accounts receivable and impairment provision for prepayments are as follows:

As at 31 December 2019 and 31 December 2018, most of security deposits were granted to large international leasing companies.

Impairment provision

1 January 2018
Changes in accounting policy

31 December 2018

Current portion of security deposits

2,242

532

Non-current portion of security deposits

2,099

4,283

Recovery of provision

4,815

31 December 2018

Total aircraft lease security deposits

PJSC Aeroflot

Additional provision for impairment and ECL

31 December 2019

4,341

Release of provision

Additional provision for impairment and ECL

11,886
40
1,713
(1,118)
(496)
12,025
704

Release of provision

(304)

Recovery of provision

(932)

31 December 2019

11,493

PJSC Aeroflot

The Group’s exposure to risks for security deposits under aircraft lease agreements and impairment assessment based on the risk of default
assumption and expected loss ratios disclosed in Note 36.

The Group performed a sensitivity analysis of key assumptions used in the financial model of JSC MASH. A reasonably possible change
in the weighted average cost of debt capital and passenger traffic growth does not result in an significant change in fair value of investments.

15. NON-CURRENT PORTION OF PREPAYMENTS FOR AIRCRAFT
As at 31 December 2019 and 31 December 2018, the non-current portions of prepayments for aircraft was RUB 20,745 million
and RUB 21,148 million, respectively. Changes in the non-current portion of prepayments are due to the approaching aircraft delivery dates as well
as new non-current prepayments.

01
01
02

31 December 2019

Prepayments made to purchase aircraft expected to be delivered within 12 months after the reporting date are recorded within accounts receivable
and prepayments (Note 14).

Other short-term financial investments:

As at 31 December 2019 and 31 December 2018, the non-current part of prepayments for aircraft include advance payments for the acquisition
of the following aircraft:

Deposits placed in banks for more than 90 days

Type of aircraft

31 December 2019

31 December 2018

03

Number of aircraft, units

Expected delivery date

Number of aircraft, units

Expected delivery date

Boeing В777

11

2021

22

2020–2021

Airbus A350

1

2021

3

2020–2021

Loans issued and promissory notes of third parties
Other short-term investments

31 December 2018

9,723

9,580

12,986

6,464

4

4

01

Total other short-term financial investments (before expected credit loss provision)

22,713

16,048

01
02

Less: provision for expected credit loss of short-term financial investments

(9,735)

(9,611)

Total short-term financial investments

12,978

6,437

04

APPENDIXES

Annual Report 2019

267

03
04

All short-term investments are carried at amortized cost (Note 36).
The provision for impairment is primarily related to the accrual in of a provision for impairment of loans issued by the Group companies in favor
of OJSC Transaero Airlines during 2015.

16. EXPENDABLE SPARE PARTS AND INVENTORIES

As at 31 December 2019, deposits with maturity for more than 90 days are placed in the largest Russian commercial banks with long-term credit
rating not lower than B1 according to Moody’s credit rating agency.
31 December 2019

Expendable spare parts
Fuel

12,521

31 December 2018

11,309

347

504

3,725

3,564

Total expendable spare parts and inventories, gross

16,593

15,377

Less: written-off obsolete expendable spare parts and inventories

(1,023)

(1,077)

Other inventories

Total expendable spare parts and inventories

15,570

14,300
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18. OTHER NON-CURRENT ASSETS
31 December 2019

Prepaid expenses for aircraft repair service providers for PBH

31 December 2018

37,058

31,059

Long-term prepaid expenses

5,963

3,372

Other non-current assets

2,810

1,815

45,831

36,246

Total other non-current assets

17. FINANCIAL INVESTMENTS
31 December 2019

31 December 2018

Long-term investments:
Investments in equity securities measured at fair value through profit or loss
Debt securities accounted at amortized cost
Total long-term financial investments (before expected credit loss provision)
Less: provision for expected credit loss of long-term financial investments
Total long-term financial investments

5,761

5,310

95

113

5,856

5,423

–

(30)

5,856

5,393

The Group's investment in government related company JSC MASH in the share of 2.428% is estimated at fair value through profit or loss according
to the discounted cash flow model and is reflected in the Consolidated Statement of Financial Position in the amount of RUB 5,706 million as
at 31 December 2019 (RUB 5,244 million as at 31 December 2018).

(а) the weighted average cost of capital equal to 12.2% p.a. as at 31 December 2019 (as at 31 December 2018:14.5% p.a) based on public capital
markets data, data about peer companies and the actual cost of capital of JSC MASH determined based on the effective rate in financial statements;
(b) forecasts for macro assumptions based on an Economist Intelligence Unit forecast;
(с)	passenger traffic in 2020 is planned at the level of 53 million passengers based on data from public sources. Growth rate of passenger traffic
in 2021-2026 is evenly distributed, taking into account the growth of up to 82 million passengers till 2026.

PJSC Aeroflot

PJSC Aeroflot

To prepare a model related to the absence of quoted market prices, the following factors taken into account by the Group has the most significant
impact on the assessment of fair value of this investment:

19. PROPERTY, PLANT AND EQUIPMENT

20. RIGHT-OF-USE ASSETS
Owned aircraft
and engines

Land
and buildings

Transport,
equipment
and other

Construction
in progress

Total

8,140

10,150

19,470

2,760

40,520

833

92

2,745

3,385

7,055

Disposals

(181)

(197)

(811)

(42)

(1,231)

Transfers

401

6

1,142

(1,549)

–

9,193

10,051

22,546

4,554

46,344

Cost
1 January 2018
01
01
02
03
04

Additions (i)

31 December 2018
Additions (ii)

APPENDIXES

Disposals
Transfers (iii)
31 December 2019

Charge for the year
Recovery/(accrual) of impairment provision

657

73

1,603

4,021

6,354

(128)

(59)

(4,686)

(734)

(5,607)

345

449

2,756

(3,550)

–

10,067

10,514

22,219

4,291

47,091

31 December 2018
Recovery/(accrual) of impairment provision
Disposals
31 December 2019

Land
and buildings

Transport,
equipment
and other

1 January 2018

731,738

12,262

8,419

2,928

755,347

Additions

175,843

5,257

150

2,813

184,063

7,900

–

–

547

8,447

Disposals

(13,102)

(12)

(15)

–

(13,129)

Transfers to assets classified as held for sale (Note 21)

(15,041)

–

–

–

(15,041)

03
04

Capitalised expenditures

Transfers
Remeasurement/modification of right-of-use assets
31 December 2018
Additions
Capitalised expenditures

Total

–

–

(2,762)

–

(439)

(193)

–

35,037

925,769

17,068

8,361

3,526

954,724

48,613

846

4,997

2,931

57,387

9,521

–

–

1,373

10,894

(26,252)

(6,180)

(48)

(280)

(32,760)
5,064

(17,165)

(2,369)

–

(3,418)

Transfers from assets classified as held for sale (Note 21)

5,064

–

–

–

4

(20)

(36)

Transfers

3,175

86

–

(3,261)

–

70

769

–

909

Remeasurement/modification of right-of-use assets

(7,062)

180

609

–

(6,273)

(2,500)

(5,354)

(11,761)

(95)

(19,710)

958,828

12,000

13,919

4,289

989,036

(907)

(280)

(2,525)

–

(3,712)

(28)

–

27

20

19

(208,956)

(6,896)

(2,817)

–

(218,669)

(82,673)

(2,184)

(1,174)

–

(86,031)

11,765

–

15

–

11,780

6,904

–

–

–

6,904

(5,169)

(10,165)

(794)

(255)

(20)

–

70

119

21

2,915

–

3,055

(3,316)

(5,613)

(11,344)

(75)

(20,348)

Carrying amount

Disposals

2,762
35,669

(75)

(1,756)

Disposals
Charge for the year

Aircraft
and engines

Cost

Accumulated depreciation and impairment
1 January 2018

Prepayments
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31 December 2019
1 January 2018
Charge for the year
Disposals

1 January 2018

6,384

4,981

9,305

2,685

23,355

Modification of right-of-use assets

31 December 2018

6,693

4,697

10,785

4,459

26,634

31 December 2018

31 December 2019

6,751

4,901

10,875

4,216

26,743

Charge for the year
Recovery/(accrual) of impairment provision

85

–

–

–

85

(272,875)

(9,080)

(3,976)

–

(285,931)

(99,704)

(1,908)

(1,576)

–

(103,188)

(96)

–

–

–

(96)

(i)

During 2018 additions mainly relate to an aircraft engine at LLC Pobeda Airlines.

Disposals

24,576

6,180

48

–

30,804

(ii)

During 2019 additions construction in progress mainly relate to building hangar for aircraft maintenance services.

Transfers from assets classified as held for sale

(2,485)

–

–

–

(2,485)

As at 31 December 2019 the cost of fully depreciated property, plant and equipment was RUB 5,603 million (31 December 2018: RUB 5,255 million).

01
02

Accumulated depreciation and impairment

Transfers to assets classified as held for sale (Note 21)

(iii) During 2019 transfers primarily relate to A350 Full Flight Simulator.

01
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Modification of right-of-use assets
31 December 2019

467

96

412

–

975

(350,117)

(4,712)

(5,092)

–

(359,921)

Carrying amount
1 January 2018

522,782

5,366

5,602

2,928

536,678

31 December 2018

652,894

7,988

4,385

3,526

668,793

31 December 2019

608,711

7,288

8,827

4,289

629,115

Capitalized borrowing costs for 12 months 2019 amounted to RUB 1,373 million (12 months 2018: RUB 551 million). The capitalization rate
of interest expenses and translation differences for the period was 5.9% p.a. (12 months 2018: 3.6% p.a.).
In 2019, three aircraft previously classified as assets held for sale were returned to right-of-use assets because of the decision of their sale
and leaseback. This transaction resulted in loss of RUB 60 million.

PJSC Aeroflot

PJSC Aeroflot

Prepayments for right-of-use assets include cost of spare parts, which will be installed on the aircraft, as well as amount of capitalized borrowing
costs and discount on lease deposits related to aircraft, lease term for which has not started.
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Profit on disposal of JSC Donavia and JSC Orenburg airlines in 2019 and 2018 includes the following components:

21. ASSETS CLASSIFIED AS HELD FOR SALE
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As at 31 December 2018, the amount of net assets held for sale was RUB 229 million, as at 31 December 2019 assets held for sale were disposed.
Accumulated
depreciation
and impairment

Total assets

Total liabilities

1 January 2018
01

Additions (Note 20)

01
02

Disposals

03

Release of impairment provision
Revaluation

APPENDIXES

04

31 December 2018

JSC Donavia

JSC Orenburg
airlines

6,641

(3,672)

2,969

(2,210)

Negative net assets of disposed company

2,517

18,325

14,928

(6,791)

8,137

(8,531)

Group's share in negative net assets of disposed company

2,517

18,325

(10,307)

5,648

(4,659)

6,050

–

36

36

–

Accounts payable from disposed company to the Group

(168)

(8,013)

–

–

–

(1,563)

Loan issued by the Group to disposed company

(794)

(9,072)

11,262

(4,779)

6,483

(6,254)

Profit from disposal

1,555

1,240

Additions (Note 20)

–

–

–

(285)

Disposals

(6,726)

2,588

(4,138)

6,290

Transfers to RUA

(4,770)

2,191

(2,579)

–

Revaluation
Modificationa/Revaluation of RUA and liabilities

2018

–

–

–

483

234

–

234

(234)

–

–

–

–

31 December 2019

Intragroup liabilities, including:

01
01
02

24. INTANGIBLE ASSETS
Software

Licences

Investments
in software
and R&D

Trademark
and client
base

Other

Total

03
04

APPENDIXES

Initial cost of RUA

2019

Cost
1 January 2018

22. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
31 December 2018

38,524

40,585

2,951

4,994

752

64

Total financial payables

42,227

45,643

Staff and social funds related liabilities

18,529

16,387

Advances received (other than unearned traffic revenue)

3,846

3,343

Other current liabilities related to the frequent flyer programme (Note 26)

4,254

4,196

Other taxes payable

1,638

1,323

Other payables

1,243

534

71,737

71,426

Other financial payables
Dividends payable

Total accounts payable and accrued liabilities

134

892

1,630

97

6,546

766

–

76

–

25

867

Disposals

(11)

–

–

–

(1)

(12)

–

–

(11)

–

11

–
7,401

Transfer
31 December 2019

Accounts payable

3,793

Additions

4,548

134

957

1,630

132

Additions

31 December 2018

667

–

43

3

262

975

Disposals

(10)

–

(46)

(1)

(75)

(132)

Transfer
31 December 2019

Financial payables by currency are analysed in Note 36.
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23. DISPOSAL OF SUBSIDIARIES
In November 2019, the Group disposed of JSC Donavia. Profit from the disposal in the amount of RUB 1,555 million was recognised in profit or loss
for 12 months 2019. JSC Donavia did not conduct any significant operating activities in 2019.
In December 2018, the Group disposed of JSC Orenburg airlines. Profit from the disposal in the amount of RUB 1,240 million was recognised
in profit or loss for 12 month 2018 JSC Orenburg airlines did not conduct any significant operating activities in 2018.

–

–

–

–

–

134

954

1,632

319

8,244

(3,242)

(89)

(103)

(1,040)

(18)

(4,492)

(285)

–

(209)

(133)

(41)

(668)

9

–

–

–

–

9

(3,518)

(89)

(312)

(1,173)

(59)

(5,151)

(354)

–

(116)

(89)

(19)

(578)

10

–

–

–

75

85

(3,862)

(89)

(428)

(1,262)

(3)

(5,644)

551

45

789

590

79

2,054

Accumulated amortisation and impairment
1 January 2018
Charge for the year
Disposals
31 December 2018
Charge for the year
Disposals
31 December 2019

As at 31 December 2019, staff related liabilities primarily include salary payable, as well as social contribution liabilities of RUB 9,869 million
(31 December 2018: RUB 8,315 million) and the unused vacation accrual of RUB 8,558 million (31 December 2018: RUB 7,978 million).

–
5,205

Carrying amount
1 January 2018
31 December 2018

1,030

45

645

457

73

2,250

31 December 2019

1,343

45

526

370

316

2,600

25. GOODWILL
For the purposes of impairment testing, goodwill is allocated between the cash generating units (the “CGUs”), i.e. the Group subsidiaries and/or
divisions of companies that represent the lowest level within the Group at which the goodwill is monitored for internal management purposes and are
not larger than an operating segment of the Group.

PJSC Aeroflot

During 12 months 2019 the Group disposed of 7 Airbus A321 aircraft (during 12 months 2018: 6 aircraft), profit from disposal amounted
to RUB 1,072 million (during 12 months 2018: RUB 660 million).

The aggregate carrying amount of goodwill, allocated to the Group’s business-units as at 31 December 2019 and as at 31 December 2018 is
presented in the table below:
CGU name

AK Rossiya
AK Aurora
Total

The main part of long-term performance obligations to customers is the sum of obligations under the frequent flyer programme Aeroflot Bonus, which
is calculated on the basis of accumulated experience and statistics of previous years on the preferences of passengers in the use of accumulated
bonus miles (Note 30).

31 December 2019

31 December 2018

6,502

6,502

158

158

6,660

6,660

01
01
02
03
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27. PROVISIONS FOR LIABILITIES

1 January 2018

Regular repairs
and maintenance works

Other provisions

Total provisions

163,422

1,728

165,150

01

The recoverable amount of CGU was calculated on the basis of value in use, which was determined by discounting the future cash flows to be
generated as a result of the CGU's operations.

Charge of provision for the year

32,211

1,640

33,851

01
02

Use of provision for the year

(9,105)

(33)

(9,138)

Key assumptions against which the recoverable amounts are estimated concerned the discount rate, the rate of return and the growth rate
for the calculation of the terminal value.

03

Remeasurement of provision for the period

35,287

–

35,287

–

(15)

(15)

AK Rossiya

Unwinding of the discount

The discount rate calculation is based on weighted average cost of capital (WACC) and amounts to 12.6% p.a. for the entire forecast period
(31 December 2018: 14.1% p.a.).

Reclassification

The growth rate for the terminal value calculation was set at the level of Russia's GDP long-term growth rate of 2.7% p.a. (2018: 2.7% p.a.).

Charge of provision for the year

The budget for 2020 of AK Rossiya was adopted as a basis to forecasting the cash flows.

Use of provision for the year

The Group's management has conducted a sensitivity analysis of the goodwill impairment test results to changes in rates of return as the most
sensitive indicator. In case of decrease of this rate by 12.5% even though all other variables held constant, it would result in an impairment of CGU’s
goodwill in the full amount. The results of the impairment test for goodwill are also sensitive to assumptions regarding seat occupancy and discount
rates.

Remeasurement of provison for period
Release of provision for the year

Release of provision for the year

31 December 2018

Unwinding of the discount
Foreign exchange profit, net

26. LIABILITIES ARISING FROM CONTRACTS WITH CUSTOMERS

31 December 2019

4,780

–

4,780

–

(1,666)

(1,666)

226,595

1,654

228,249

9,929

197

10,126

(15,652)

(8)

(15,660)

(8,181)

–

(8,181)

(1,028)

(1,520)

(2,548)

4,830

–

4,830

–

(4)

(4)

216,493

319

216,812

04
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The Group has recognised the following liabilities arising from contracts with customers:
31 December 2019
31 December 2019

31 December 2018

53,399

49,874

4,365

4,086

4,254

4,196

Current liabilities
Unearned traffic revenue
Deferred revenue related to the frequent flyer programme, current
Other current liabilities related to the frequent flyer programme

22

Other short-term advances received under contracts with customers
Total current contract liabilities
Deferred revenue related to the frequent flyer programme, non-current
Other non-current liabilities related to the frequent flyer programme

30

141

106

62,159

58,262

4,910

3,282

24,531

25,865

Non-current liabilities

192,281

202,384

Total provisions

216,812

228,249

Litigations
The Group is a defendant in legal claims of a different nature. Provisions for liabilities represent management’s best estimate of probable losses
on existing and potential lawsuits (Note 41).

2,435

2,456

Long-term advances received under contracts with customers

2,500

2,500

28. LEASE LIABILITIES

Total non-current contract liabilities

9,845

8,238

The Group leases aircraft and engines, as well as other objects (real estate, transport etc.) from third and related parties under lease agreements.
List of aircraft of the Group operated on a lease basis as at 31 December 2019 is disclosed in Note 1. According to the terms of the contracts,
the aircraft lease term varies from 6 to 16 years with the possibility of extending this period. Leased assets, the carrying amount of which is disclosed
in Note 20, actually represent collateral for lease liabilities, since, in case of default by the lessee, these assets are returned to the lessor.

The principal amount of obligations to customers relates to the cost of tickets sold, but unused at the reporting date, as well as obligations under
the frequent flyer programme Aeroflot Bonus.
The change in the amount of obligations for tickets sold but unused compared with 31 December 2018 was due to the growth in the volume
of services rendered.
The reasons for the change in obligations under the frequent flyer programme are the increase in the rate of accumulation of bonus miles due
to the increase in participants and the increase in the volume of services rendered for the carriage of passengers due to the continued development
of services.

PJSC Aeroflot

31 December 2018

In the current reporting period, revenue was recognized in the amount of RUB 58,357 million in relation to the obligations under the contracts
as of 31 December 2018 (in 2018: RUB 51,351 million in relation to the obligations under the contracts as of 1 January 2018), of which
RUB 49,874 million (in 2018: RUB 44,052 million) related to advances in the form of unearned transport revenue and RUB 8,483 million (in 2018:
RUB 7,299 million) to the frequent flyer programme.

Some leases for aircraft and aircraft engines contain variable payment terms that depend on flying hours. Variable lease payments that are dependent
on flying hours are recognized in profit or loss in the period in which a condition arises leading to such payments (Note 7). According to the best
available estimates, the undiscounted amount of variable cash flows, not included in the assessment of lease liabilities, as at 31 December 2019
amounted to RUB 45,246 million (31 December 2018: RUB 48,677 million, 1 January 2018: RUB 33,049 million).

PJSC Aeroflot

Note

The total amount of lease payments for the 12 months 2019 and 12 months 2018 is presented below:

Exchange bonds programme
2019

2018

Repayment of the lease liabilities principal

78,694

73,795

Interest paid under lease contracts

45,586

43,775

Expenses related to variable lease payments not included in lease liabilities

6,838

3,407

Short-term leases

2,245

1,525

133,363

122,502

Total lease payments

03
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In December 2017, the Board of Directors of PJSC Aeroflot approved the Programme of Exchange-Traded Bonds of the P01-BO series. At the end
of January 2018 the Programme was registered by PJSC Moskovskaya Birzha MMVB-RTS. The maximum amount of nominal values of exchange
bonds that can be placed under the program is RUB 24,650 million with a maximum maturity of 3,640 days inclusive from the start date
of placement. The expected dates and volume of bonds placement as of the date of this Consolidated Financial Statements are not determined.

Undrawn commitments
As at 31 December 2019, the Group was able to raise amount equivalent to RUB 100,971 million in cash (31 December 2018: RUB 84,183 million)
available under existing credit lines granted to the Group by various lending institutions.

30. OTHER NON-CURRENT LIABILITIES

01
02

As at 31 December 2019 and 31 December 2018, liabilities for most leases did not include lease payments for renewal periods, as the Group
was not reasonably certain that extension options would be exercised. The amount of potential future flows not included in the lease liability
due to the lack of sufficient confidence in their extension as at 31 December 2019 was RUB 100,475 million, as at 31 December 2018:
RUB 112,699 million, as at 1 January 2018: RUB 70,041 million.
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01
01
02
03

Other non-current liabilities related to frequent flyer programme (Note 26)
Defined benefit pension obligation, non-current portion

The Group has contractual lease liabilities, the period of which as of the reporting date has not started. Future cash outflows under such lease
agreements were not included in the assessment of the lease liability and as at 31 December 2019 their undiscounted amount amounted
to RUB 290,856 million (as at 31 December 2018: RUB 270,763 million, as at 1 January 2018: RUB 132,011 million).
The Group hedges foreign currency risk arising on a portion of the future revenue stream denominated in US dollars with the lease liabilities
denominated in the same currency. The Group applies cash flow hedge accounting model to this hedging relationship, in accordance with IFRS 9
“Financial Instruments”.
As at 31 December 2019 lease liabilities in the amount of RUB 506,713 million denominated in US dollars (31 December 2018 lease liabilities
and liabilities related to assets held for sale: RUB 93,816 million) were designated as a hedging instrument for highly probable revenue forecasted
for the period 2019 – 2031 in the same amount. The Group expects that this hedging relationship will be highly effective since the future cash
outflows on the lease liabilities match the future cash inflows on the revenue being hedged. As at 31 December 2019, accumulated foreign
currency profit of RUB 25,220 million (before deferred income tax) on the lease liabilities (31 December 2018 accumulated foreign currency loss:
RUB 42,321 million), representing an effective portion of the hedge, was recognised in the hedge reserve. The loss reclassified from the hedge
reserve to profit or loss for 12 months 2019 was RUB 2,368 million (for 12 months 2018: RUB 6,788 million).

31 December 2019

31 December 2018

Short-term loans in Russian Roubles

12 568

175

Total short-term loans and borrowings

12 568

175

31 December 2018

2,435

2,456

784

908

Other non-current liabilities

3,539

2,704

Total other non-current liabilities

6,758

6,068

04

31. NON-CONTROLLING INTEREST
The following table provides information about the subsidiary (AK Rossiya) with non-controlling interest that is material to the Group:

Portion of non-controlling interest’s voting rights held
Profit/(Loss) attributable to non-controlling interest for the year
Accumulated losses attributable to non-controlling interests in subsidiary

29. LOANS AND BORROWINGS

31 December 2019
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2019

2018

25% plus 1 share

25% plus 1 share

2,039

(2,812)

(5,541)

(7,166)

The summarised financial information of AK Rossiya is presented below:

Short-term loans and borrowings:

Long-term loans and borrowings:

Non-current assets

Long-term loans in Russian Roubles

Current liabilities

Total long-term loans and borrowings

2 800

2 844

424

467

3 224

3 311

Non-current liabilities

31 December 2018

15,348

13,553

107,475

123,180

42,116

39,474

102,872

125,923

2019

2018

The main changes in loans and borrowings during reporting period

Revenue

126,171

114,523

The Group has withdrawn a credit line with PJSC Sovcombank (fixed interest rate) in the amount of USD 80 million and RUB 4,500 million.
As at 31 December 2019 loan in amount of USD 80 million was fully paid. Loan in amount of RUB 4,500 million was unsecured and issued
for the period up to March 2020.

Profit/(loss) for the year

8,157

(10,127)

Comprehensive income/(loss) for the year

8,157

(10,127)

The Group has withdrawn a credit line with PJSC Sviaz-bank (fixed interest rate) in the amount of USD 70 million. As at 31 December 2019,
withdrawn part of credit line was fully paid.
The Group has withdrawn a credit line with PJSC BANK URALSIB (fixed interest rate) in the amount of USD 30 million and RUB 2,500 million. As
at 31 December 2019, withdrawn part of credit line was fully paid.
The Group has withdrawn a credit line with PJSC Sberbank (fixed interest rate) in the amount of RUB 17,300 million. As at 31 December 2019 loan
in amount of RUB 9,300 million was fully paid. Loan in amount of RUB 8,000 million was unsecured and issued for the period up to April 2020.
As at 31 December 2019 and 31 December 2018, the Group had no secured loans or borrowings.
As at 31 December 2019 and 31 December 2018, the fair values of loans and borrowings were not materially different from their carrying amounts.

As at 31 December 2019 and 31 December 2018 there are no significant restrictions in getting access to the subsidiary’s assets or using them
for settling the subsidiary’s obligations.

PJSC Aeroflot

Long-term loans and borrowings in US dollars

PJSC Aeroflot

Current assets

31 December 2019

The segment “Other” is mainly included sales revenue of goods on board, in-flight catering services and ground handling. Segment information is
presented based on financial information prepared in accordance with IFRS. Group assets are located mainly in Russian Federation. The realisation
between the segments is carried out on market terms and is eliminated upon consolidation.

32. SHARE CAPITAL
As at 31 December 2019 and 31 December 2018, share capital was equal to RUB 1,359 million.
Number of ordinary shares
authorized and issued (shares)

Number of treasury shares (shares)

Number of ordinary shares
outstanding (shares)

31 December 2018

1,110,616,299

(47,817,796)

1,062,798,503

31 December 2019

1,110,616,299

(47,817,796)

1,062,798,503

01
01
02
03
04

On 25 June 2018, the General Meeting of Shareholders of the Company decided to make a material interested party transaction lease of fifty new
MS-21-300 aircraft. Owners of voting shares who voted against this decision or did not participate in voting on this issue were entitled to claim
the buyback by the Company of all or part of their shares. As at 31 December 2019 and 31 December 2018, the total number of treasury shares
purchased by the Company from shareholders was 47,817,796.

All issued shares are fully paid. In addition to the shares that have been placed the Company is entitled to place 250,000,000 ordinary registered
shares (31 December 2018: 250,000,000 shares) with par value of RUB 1 per share (31 December 2018: RUB 1 per share). Each ordinary share
gives a right to one vote.

Air
transportation

Other

Intersegment
sales
elimination

Total Group

673,821

4,060

–

677,881

01

2019
External sales

These treasury shares carry voting rights in the same proportion as other ordinary shares.
APPENDIXES
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Inter-segment sales
Total revenue

5

Operating profit

725

26,734

(27,459)

–

01
02

674,546

30,794

(27,459)

677,881

03

58,874

1,789

–

60,663

Gain from fair value changes of investments, net

17

357

Finance income

10

5,486

Finance costs

10

(52,050)

Hedging result

28

(2,368)

The Company’s shares are listed on the Moscow Exchange (“MICEX”). As at 31 December 2019 and 31 December 2018, weighted average price
was RUB 103.88 and RUB 101.08 per share, respectively.

Share of financial results of associates

The Company launched a Global Depositary Receipts (GDR) programme in December 2000. Since January 2014, one GDR equals five ordinary
shares. As at 31 December 2019 and 31 December 2018, the Group’s GDRs were traded on the Frankfurt Stock Exchange at EUR 7.10 per GDR
and EUR 6.56 per GDR, respectively.

Profit before income tax

Subsidiaries disposal
Income tax

160
23

04
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1,555
13,803

11

(291)

Profit for the year

13,512

33. DIVIDENDS
At the annual shareholders’ meeting held on 25 June 2019 the shareholders approved dividends in respect of 2018 in the amount of RUB
2.6877 per share totalling to RUB 2,857 million for the Company’s total declared and placed shares excluding treasury shares bought back from
shareholders. All dividends are declared and paid in Russian Roubles.

34. OPERATING SEGMENTS
The Group has a number of operating segments, but none of them, except for “Passenger Traffic”, meet the quantitative threshold for determining
reportable segment. Flight itineraries information was aggregated in “Passenger Traffic” segment as passenger flight services on different itineraries
have similar economic characteristics and meet aggregation criteria.
The passenger traffic operational performance is measured based on internal management reports which are reviewed by the Group’s General
Director. Passenger traffic revenue by flight itineraries is allocated based on the geographic destinations of flights. Passenger traffic revenue by flight
itineraries is used to measure performance as the Group believes that such information is the most material in evaluating the results.

Intersegment
Sales
elimination

Total Group

900,666

14,758

(13,445)

901,979

–

567

–

567

31 December 2019
Segment assets
Investments in associates

30,772

Unallocated assets
Total assets
Segment liabilities

933,318
928,211

8,698

(6,013)

Unallocated liabilities

930,896
472

Total liabilities

931,368

2019
6,354

Capital expenditures and PP&E additions (Note 19)

4,937

1,417

–

PP&E depreciation (Note 19)

3,053

659

–

3,712

61,772

236

–

62,008

101,834

379

–

102,213

Capital expenditures and RUA additions (Note 20)
RUA depreciation (Notes 20)

PJSC Aeroflot

Other

PJSC Aeroflot

At the annual shareholders’ meeting held on 25 June 2018 the shareholders approved dividends in respect of 2017 in the amount of RUB
12.8053 per share totalling to RUB 14,222 million for the Company’s total declared and placed shares excluding treasury shares bought back from
shareholders. All dividends are declared and paid in Russian Roubles.

Air
transportation

Note

Air
transportation

Other

Intersegment
sales
elimination

Total Group

Inter-segment sales
Total revenue
Operating profit
Loss from impairment and fair value changes of investments, net

607,270

4,300

–

611,570

713

21,972

(22,685)

–

607,983

26,272

(22,685)

611,570

58,126

2,610

–

60,736

17

(689)

Finance income

10

6,816

04

Finance costs

10

(128,394)

Hedging result

28

(6,788)

APPENDIXES
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Share of financial results of associates
Subsidiaries disposal

254
23

1,240

Loss before income tax
Income tax

Europe

72,161

67,939

Asia

42,135

37,455

America

14,532

14,793

CIS

13,512

12,788

Middle East and Africa

16,648

12,435

158,988

145,410

International flights from the RF to:

External sales

01
02

2018

Scheduled passenger flights

2018

01

2019
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(66,825)
11

11,131

Loss for the year

(55,694)

Total scheduled passenger revenue from flights from the RF

Other

Inter-segment sales
elimination

Total Group

914,641

20,319

(12,575)

922,385

–

545

–

545

01
02
03

International flights to the RF from:
Europe

73,147

68,733

Asia

44,176

39,292

America

15,033

14,937

CIS

13,234

12,428

Middle East and Africa

17,178

13,082

Total scheduled passenger revenue from flights to the RF

162,768

148,472

Domestic scheduled passenger flights

234,801

202,191

Other international flights
Air
transportation

01

Total scheduled passenger traffic revenue

575

381

557,132

496,454

04

APPENDIXES

Annual Report 2019

278

31 December 2018
Investments in associates
Unallocated assets

Financial assets and liabilities are classified by measurement categories as at 31 December 2019 as follows:

44,890

Total assets
Segment liabilities

35. PRESENTATION OF FINANCIAL INSTRUMENTS BY MEASUREMENT CATEGORY

967,820
1,026,552

7,088

(4,983)

Unallocated liabilities

Note

1,028,657
784

Financial assets
measured at fair
value through profit
or loss

Total

Cash and cash equivalents

12

12,883

–

12,883

2018

Short-term financial investments

17

12,978

–

12,978

Capital expenditures and PP&E additions (Note 19)

7,055

Financial receivables

14

32,827

–

32,827

Aircraft lease security deposits

13

4,341

–

4,341

Long-term financial investments

17

95

5,761

5,856

Financial assets under lease agreements

4

22,190

–

22,190

Total liabilities

PP&E depreciation (Note 19)
Capital expenditures and RUA additions (Note 20)
RUA depreciation (Notes 20)

1,029,441
5,484

1,571

–

2,912

506

–

3,418

226,946

601

–

227,547

85,612

334

–

85,946

Other non-current assets
Total financial assets

Note

PJSC Aeroflot

Financial assets
measured
at amortised
cost

535

–

535

85,849

5,761

91,610

Financial liabilities measured
at amortised cost

Total

Financial payables

22

42,227

42,227

Lease liabilities

28

557,124

557,124

Loans and borrowings

29

15,792

15,792

Other non-current liabilities
Total financial liabilities

1,032

1,032

616,175

616,175

PJSC Aeroflot

Segment assets

Financial assets and liabilities are classified by measurement categories as at 31 December 2018 as follows:
Note

01
01
02
03
04

Financial assets
measured at fair
value through profit
or loss

Total

Average interest rate

Cash and cash equivalents

12

23,711

–

23,711

Short-term financial investments

17

6,437

–

6,437

Financial receivables

14

40,842

–

40,842

Aircraft lease security deposits

13

Long-term financial investments
Financial assets under lease agreements

17
4

Other current assets
Other non-current assets

APPENDIXES

Financial assets
measured
at amortised
cost

Total financial assets

The following are the Group’s financial liabilities as at 31 December 2019 and 31 December 2018 by contractual maturity (based on the remaining
period from the reporting date to the contractual settlement date). The amounts in the table are contractual undiscounted cash flows (including future
interest payments) as at respective reporting dates:

31 December 2019

2,978

–

470

16,457

101,829

266,971

248,969

723,992

42,227

1,032

–

–

43,259

161,459

105,839

266,971

249,439

783,708

Financial payables

21,065

–

21,065

226

–

226

Financial liabilities measured
at amortised cost

Total future payments, including future interest
payments

Financial payables

22

45,643

45,643

28

655,931

655,931

Loans and borrowings

29

3,486

3,486

Average interest rate

Total financial liabilities

Incremental
borrowing rate

Effective rate

0–12
months

1–2 years

2–5 years

Over 5
years

Total

201

201

705,261

705,261

36. RISKS CONNECTED WITH FINANCIAL INSTRUMENTS
The Group manages risks related to financial instruments, which include market risk (currency risk, interest rate risk and aircraft fuel price risk), credit
risk, liquidity risk and capital management risk.

Liquidity risk
The Group is exposed to liquidity risk, i.e. 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, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed financial conditions, without incurring unacceptable losses or risking damage to the Group’s reputation. The Group utilises
a detailed budgeting and cash forecasting process to ensure its liquidity is maintained at appropriate level.

Loans and borrowings

2.3%–8.1%

2.3%–8.1%

432

290

3,054

467

4,243

Lease liabilities

5.0%–9.8%

5.0%–9.8%

123,038

115,141

303,499

346,387

888,065

Financial payables
Total future payments, including future interest
payments

01
01
02
03
04

Total

Lease liabilities
Other non-current liabilities

Total

13,009

5,393

458

Over 5
years

106,223

5,310

102,947

2–5 years

3.5%–6.8%

83

–

1–2 years

4.8%–9.7%

4,815

5,310

0–12
months

3.5%–6.8%

–

458

Effective rate

4.8%–9.7%

4,815

97,637

Incremental
borrowing rate

Loans and borrowings
Lease liabilities

31 December 2018
Note

Annual Report 2019

281

45,643

200

–

–

45,843

169,113

115,631

306,553

346,854

938,151
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As at 31 December 2019, the Group has net short-term liabilities in the amount of RUB 90,566 million (as at 31 December 2018:
RUB 99,023 million). In 2019, the Group received net profit of RUB 13,512 million (in 2018 loss: RUB 55,694 million). The cost of fuel, in the absence
of sharp jumps in 2019, continued to remain at significantly higher levels compared to historical average values, which, in conditions of limited
purchasing power of passengers, created some pressure on financial results. The cash flow from operating activities for 2019 year was positive
and amounted to RUB 152,225 million (in 2018: RUB 134,002 million).
The Group Treasury provides flexibility of financing through available credit lines. At 31 December 2019, within the credit lines provided by various
credit organizations, the Group had the opportunity to raise additional funds in the amount of RUB 100,971 million for repayment of financial liabilities
(31 December 2018: RUB 84,183). In addition to improve liquidity, the Group plans to increase the Group's operating efficiency and further increase
cash flow from operating activities.

Currency risk
The Group is exposed to currency risk in relation to revenue as well as purchases and borrowings that are denominated in a currency other than
Rouble. The currencies in which these transactions are primarily denominated are Euro and US Dollar. The Groups analyses the exchange rate trends
on a regular basis.

PJSC Aeroflot

PJSC Aeroflot

The Group uses long-term lease liabilities nominated in US Dollars as hedging instrument for risk of change in US Dollar exchange rate in relation
to revenue (Note 28).

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

Note

31 December 2019

01
02
03

APPENDIXES

04

31 December 2018

Carrying amount

US Dollar

Euro

Other
currencies*

Total

US Dollar

Euro

Other
currencies*

Total

1,427

301

801

2,529

2,848

262

606

3,716

Financial receivables

18,117

3,321

3,182

24,620

23,853

4,769

4,045

32,667

Financial assets under lease
agreements

22,190

–

–

22,190

21,066

–

–

21,066

3,929

–

–

3,929

4,402

–

–

4,402

121

68

3

192

130

78

4

212

Total assets

45,784

3,690

3,986

53,460

52,299

5,109

4,655

62,063

Financial payables

16,250

2,918

800

19,968

17,505

8,928

5,115

31,548

537,362

368

287

538,017

632,794

1,116

718

634,628

Cash and cash equivalents
01

As at 31 December 2019 and 31 December 2018, the interest rate profiles of the Group’s interest-bearing financial instruments were:

Aircraft lease security deposits
Other non-current assets

Lease liabilities

29

Long-term loans and borrowings

424

–

–

424

467

–

–

467

554,036

3,286

1,087

558,409

650,766

10,044

5,833

666,643

(508,252)

404

2,899

(504,949)

(598,467)

(4,935)

(1,178)

(604,580)

Total liabilities
Total (liabilities)/assets, net
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31 December 2019

31 December 2018

17,813

14,693

Fixed rate financial instruments:
Financial assets
Financial liabilities

(290,901)

(311,735)

Total fixed rate financial instruments

(273,088)

(297,042)

Financial liabilities

(282,015)

(347,682)

03

Variable rate financial liabilities

(282,015)

(347,682)

04

Variable rate financial instruments:

As at 31 December 2019 and 31 December 2018 the Group had bank loans and lease liabilities with variable interest rates. If the variable part
of interest rates as at 31 December 2019 and 31 December 2018 were 20% higher or lower than the actual variable part of interest rates for the year,
with all other variables held constant, interest expense would not have changed significantly (2018: would not have changed significantly).

Aircraft fuel price risk

01
01
02
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If the price of Brent crude oil as at 31 December 2019 or 31 December 2018 were 10% higher or lower than the actual price, then, with all other
variables held constant (including forecasts of future oil prices), the impact on the consolidated financial result and the amount of the Group's equity
would be insignificant.

*currencies other than functional currency of the Group

Strengthening or weakening of listed below currencies against rouble as at 31 December 2019 and 31 December 2018, would change profit after tax
by the amounts shown below.

Capital management risk

This analysis assumes that all other variables, in particular interest rates, remain constant:

The Group manages its capital to ensure its ability to continue as a going concern while maximizing the return to the Company’s shareholders
through the optimization of the Group’s debt to equity ratio.

31 December 2019

The Group manages its capital in comparison with rivals in the airline industry on basis of the following ratios:

31 December 2018

4 net debt to total capital,
Percent of change
in rate of currency
versus rouble

Effect on profit
after tax ((increase)/
decrease)

Percent of change
in rate of currency
versus rouble

Effect on profit after tax
((increase)/ decrease)

4 total debt to EBITDA, and
4 net debt to EBITDA.

Decrease in the rate of currency versus rouble:
US Dollar

20 %

(246)

20 %

(80,744)

Euro
Other currencies

20 %

65

20 %

(790)

20 %

464

20 %

(188)

US Dollar

20 %

246

20 %

80,744

Euro

20 %

(65)

20 %

790

Other currencies

20 %

(464)

20 %

188

Increase in the rate of currency versus rouble:

Total debt consists of short-term and long-term borrowings (including the current portion) (Note 29), lease liabilities (Note 28) and defined benefit
pension obligation.
Net debt is defined as total debt, including lease liabilities and pension plans liabilities, less cash, cash equivalents and short-term financial
investments. As at 31 December 2019 pension plans liabilities amounted to RUB 784 million (as at 31 December 2018: RUB 908 million).
Total capital consists of equity attributable to the Company’s shareholders and net debt.
EBITDA is calculated as operating profit before depreciation, amortization and customs duties expenses.

As at 31 December 2019 the increase in the US dollar rate against rouble by 20% would have led to a reduction in the amount of the Group's
equity by RUB 81,320 million. The change of other currencies would have no material impact on equity. As at 31 December 2018 the increase
in the US dollar rate against rouble by 20% by would have led to a reduction in the amount of the Group's equity by RUB 95,755 million. The change
of other currencies would have no material impact on equity.

The Group is exposed to the effects of fluctuations in the prevailing levels of market interest rates on its financial results and cash flows. Changes
in interest rates impact primarily on change in cost of borrowings (fixed interest rate borrowings) or future cash flows (variable interest rate
borrowings). At the time of raising new borrowings as well as lease 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.

PJSC Aeroflot

PJSC Aeroflot

Interest rate risk
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The ratios are as follows:

The Group conducts transactions with the following major types of counterparties:
As
at and for the year
ended 31 December
2019

As
at and for the year
ended
31 December 2018

Total debt

573,700

660,325

Cash and cash equivalents and short-term financial investments

(25,861)

(30,148)

Net debt

547,839

630,177

(1,692)

(63,517)

Total capital

546,147

566,660

EBITDA

168,924

151,517

Net debt/Total capital

1.0

1.1

Total debt/EBITDA

3.4

4.4

Net debt/EBITDA

3.2

4.2

Equity attributable to shareholders of the Company

(iv)	The Group has credit risk associated with travel agents and industry organisations. A significant share of the Group’s sales is made via
travel agencies. Due to the fact that receivables from travel agents are diversified the overall credit risk related to travel agencies is assessed
by management as low.
(v)	Receivables from other airlines and agencies are regulated through the IATA clearing house, in particular for agency sales using BSP and CASS
settlement systems, and ARC for part of US agents. Regular settlements ensure that the exposure to credit risk is mitigated to the greatest
extent possible.
(vi)	Credit risk arising from dealing with government institutions and banks is assessed as low. Management actively monitors its investing
performance and in accordance to current policy investing only in liquid securities with high credit ratings. Management does not expect any
counterparty to fail to meet its obligations. When working with banks, a system of credit limits is implemented, taking into account that the credit
risks that arise when working with banks are limited, and are assessed as low.
During the period of trade receivables of less than 12 months, the Group measures its own credit risk through the accrual of provisions to cover
expected credit losses. Calculating the level of expected credit losses, the group considers information on the level of past losses for each category
of customers. Given the short-term assets, the projected macroeconomic indicators do not have a significant impact on the level of losses. In case
of adverse events in the economy, the indicators can be adjusted.For some categories of debtors (mainly agents), the group receives financial
security, which is taken into account when calculating the level of expected credit losses. The financial effect of collateral is insignificant.
The group creates provisions to cover credit losses on customers and other trade receivables as follows:

These ratios are analysed by Group’s management over time without any limitations.
Expected credit losses category

There were no changes in the Group’s approach to capital management in 2019 and 2018.

Estimated gross
carrying amount
at default

Expected credit losses for 12 months. Where the term
of the asset is less than 12 months, the estimated credit losses
are based on the term of the asset.

Underperforming asset

Lifetime expected losses

1,182

(13)

Non-performing asset

Lifetime expected losses

11,318

(10,879)

43,776

(10,949)

Total

31,276

01
01
02
03
04

Lifetime expected
credit losses

Performing asset

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 cash and cash equivalents, financial receivables and investments in securities.
Provisions for impairment of financial assets are based on the probability of default and expected loss ratios. The group uses professional judgment
when forming these assumptions and the choice of initial data for the calculation of impairment on the basis of the experience of the group
in the past, current market conditions and future forecasts of the end of each reporting period.

31 December 2019
Basis for recognition of expected credit loss provision

Neither the Group nor any of its subsidiaries are subject to externally imposed capital requirements in 2019 and 2018, except for minimal share
capital according to the legislation.

Credit risk
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(57)

Impairment of financial assets
Expected credit losses category

31 December 2018

PJSC Aeroflot

Basis for recognition of expected credit loss provision
Category

Company definition of category

Basis for recognition of expected credit loss provision

Performing asset

Customers have a low risk of default and a strong capacity to meet
contractual cash flows

12 month expected losses. Where the expected
lifetime of an asset is less than 12 months,
expected losses are measured at its expected
lifetime.

Underperforming asset

Loans for which there is a significant increase in credit risk; as
significant increase in credit risk is presumed if interest and/or
principal repayments are 30 days past due (see above in more
detail)

Lifetime expected losses

Non-performing asset

Principal and/or interest repayments are 90 days past due

Lifetime expected losses

Write-off

Assets that are not available for sale and for which all necessary
procedures have been completed for full or partial recovery
and the final amount of the loss has been determined. There is no
reasonable expectation of recovery.

Asset is written off

Performing asset

Expected credit losses for 12 months. Where the term
of the asset is less than 12 months, the estimated credit losses
are based on the term of the asset.

Underperforming asset
Non-performing asset

The group uses categories (portfolios) of financial receivables that reflect the associated credit risk. The classification of portfolios is based
on the category of clients and the similar term of debt.

Lifetime expected
credit losses

40,041

(477)

Lifetime expected losses

262

(8)

Lifetime expected losses

12,009

(10,985)

52,312

(11,470)

Total

Finance receivables

Estimated gross
carrying amount
at default

No significant changes to estimation techniques or assumptions were made during the reporting period.

PJSC Aeroflot

A summary of the assumptions underpinning the company’s expected credit loss model is as follows:

Opening loss allowance as at 1 January 2019

01
02
03

New financial assets originated or purchased
Write-offs
Recoveries
Closing loss allowance as at 31 December 2019

the indicators can be adjusted. Available observable market information on the credit risk of a financial instrument, including external credit ratings, is
also considered.

Performing

Underperforming

Non-performing

Total

477

8

10,985

11,470

–

–

301

301

57

13

133

203

–

–

(301)

(301)

(477)

(8)

(239)

(724)

57

13

10,879

10,949
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Category

Non-performing asset

Opening loss allowance as at 1 January 2018
Individual financial assets transferred to non-performing (credit-impaired
financial assets)
New financial assets originated or purchased
Write-offs
Recoveries
Closing loss allowance as at 31 December 2018

Performing

Underperforming

Non-performing

Total

119

41

11,228

11,388

–

–

1,023

1,023

477

8

134

619

–

–

(1,087)

(1,087)

(119)

(41)

(313)

(473)

477

8

10,985

11,470

31 December 2019
Asset

Performing asset

Expected credit
loss rate

Cash and cash equivalents

Basis for recognition of expected
credit loss provision

0%

Financial assets under lease
agreements

0,02%–2,15%

Financial investments

0,12%–4,26%

Aircraft lease security deposits

0,45%–1,43%

Financial investments

100%

Expected credit losses for 12
months. In cases where
the term of the asset is less
than 12 months, the estimated
losses are based on the term
of the asset

Category

Expected credit
loss rate

Basis for recognition of expected
credit loss provision

Cash and cash equivalents

0%

Financial assets under lease
agreements

0%

Financial investments

0,12%–4,26%

Aircraft lease security deposits

0,45%–1,43%

Expected credit losses for 12
months. In cases where
the term of the asset is less
than 12 months, the estimated
losses are based on the term
of the asset

Provision for expected credit loss is also created in respect of financial assets related to payments to aircraft maintenance reserve. Calculation
of the Group expected credit loss provision considers forecasting macroeconomic information – dynamics of forecast country ratings by rating
agencies.

Underperforming
asset

Financial investments

100%

Lifetime expected losses

Other assets at amortised cost

Non-performing asset

Financial investments

100%

Lifetime expected losses

During the term of the assets, the Group reflects the debtor's own credit risk through the timely creation of adequate provisions to cover expected
credit losses. When calculating the level of expected credit losses, the Group considers information on the level of losses that occurred in previous
periods. Projected macroeconomic indicators do not have a significant impact on the level of losses. In case of adverse events in the economy,

Lifetime
expected
credit losses

12,883

–

22,312

(122)

13,080

(7)

4,365

(24)

9,728

(9,728)

62,368

(9,881)

Gross
carrying
amount

Lifetime
expected
credit losses

Total

01
01
02

31 December 2018
Asset

Financial assets under lease agreements

Gross
carrying
amount

Lifetime expected losses

Total

Performing asset

Annual Report 2019

The loss allowance for loans to customers as at 31 December 2019 and 31 December 2018 reconciles to the opening loss allowance for that
provision as follows:

Individual financial assets transferred to non-performing (credit-impaired
financial assets)
01

287

23,711

–

21,065

–

6,547

(27)

4,881

(11)

30

(30)

9,584

(9,584)

65,818

(9,652)

03
04
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Provisions for impairment of financial investments in the category of non-performing assets are provisions for loans issued by companies
of the Group in favor of JSC "Transaero".
There were no significant changes in calculation methods or assumptions during the reporting period.

31 December 2019

31 December 2018

Cash and cash equivalents (excluding petty cash) (Note 12)

12,817

23,630

Financial receivables (Note 14)

32,831

40,843

3,834

1,804

Non-current financial assets under lease agreements

18,356

19,261

Short-term financial investments (Note 17)

12,978

6,437

Long-term financial investments (Note 17)

93

80

4,341

4,817

Current financial assets under lease agreements

PJSC Aeroflot

Aircraft lease security deposits (Note 13)
Other non-current assets
Total financial assets exposed to credit risk

193

437

85,443

97,309

PJSC Aeroflot

The maximum exposure to the credit risk net of impairment provision is set out in the table below:
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Other measures to manage credit risk in the Group are as follows:

38. FAIR VALUE OF FINANCIAL INSTRUMENTS

4 Applying a system of limits. The limits reflect the Group's willingness to bear the credit risk within reasonable limits in order to maintain
competitiveness and achievement of business objectives. The limit can be set for any source of risk or an individual counterparty. Qualitative
factors that take into account the ownership structure (including the presence of an external investment rating), the period of work with
the Group, the existence of lawsuits and quantitative coefficients based on the reporting are applied to establish limits.

Fair value is the amount for which a financial instrument can be exchanged during a current transaction between interested parties, except in cases
of forced sale or liquidation. The best confirmation of fair value is the price of a financial instrument quoted in an active market.

4 Assessment of credit quality of counterparties (credit ratings). The Group applies the internal credit rating system primarily, but not limited
to, for agents that sale of passenger and freight traffic. The counterparty's credit rating is updated on a monthly basis and allows timely
response to deteriorating credit quality of the counterparty. The credit rating affects the required amount of financial security under the contract,
the recalculation of which also takes place on a monthly basis.
4 Regular monitoring of credit risk indicators. Indicators of credit risks allow to reveal in advance the growth of the credit risk of an individual
counterparty (a group of counterparties). As a result, the Group may take the necessary actions to prevent financial losses in the event of default
of the counterparty. Indicators are applied at the ERP system level. When developing indicators, the company applies methods of quantitative
statistical analysis, predictive models, as well as expert indicators.
4 Regular reporting on credit risk. Providing regular reporting is an essential component that allows interested persons to observe the efficiency
of risk reduction measures and the dynamics of its evaluation. The reporting is provided to the management of the Group, interested structural
units, audit commissions, and also to the Board of Directors.

Credit risk concentration
As at 31 December 2019 and as at 31 December 2018, a large portion of cash was placed in two banks, which causes the credit risk concentration
for the Group (Note 12).

The table below summarizes the changes in the Group's liabilities arising from financial activities for each of the periods presented. Cash flows
for these liabilities are reflected in the Statement of Cash Flows as part of financial activities:

1 January 2019
Cash repayment of liabilities
Cash inflows
Forex adjustments

Lease liabilities

Other liabilities
arising from
financing activities

Total

3,486

655,931

64

659,481

(24,081)

(124,280)

(3,286)

(151,647)

36,161

–

–

36,161

(213)

(68,220)

–

(68,433)

–

42,212

3,974

46,186

432

44,695

–

45,127

7

6,786

–

6,793

15,792

557,124

752

573,668

Lease liabilities

Other liabilities
arising from
financing activities

Total

Non-cash inflows of financial liabilities
Interest accrual
Other changes not related to cash flows
31 December 2019

The estimated fair values of financial instruments have been determined by the Group using available market information, where it exists,
and appropriate valuation methodologies. However, judgment is necessarily required to interpret market data necessary to determine the estimated
fair value. Management uses all available market information in estimating the fair value of financial instruments.
Financial assets carried at amortised cost. The fair value of instruments with a floating interest rate is normally equal to their carrying value.
The estimated fair value of fixed interest rate instruments is based on estimated future cash flows expected to be received discounted at current
interest rates effective on debt capital markets for new instruments with similar credit risk and remaining maturity. Discount rates depend on the credit
risk of the counterparty. Carrying amounts of financial receivables (Note 14), investments, lease security deposits (Note 13), deposits placed for more
than 90 days and other financial assets and loans granted (Note 17) are approximately equal to their fair value, which belongs to Level 2 in the fair
value hierarchy. Cash and cash equivalents (Note 12), except for cash, belong to level 2 in the fair value hierarchy and are carried at amortized cost,
which is approximately equal to their current fair value.
Financial assets measured at fair value through profit or loss. Financial assets measured at fair value through profit or loss are mainly
represented by investments in JSC MASH that do not have market quotes. The fair value measurement of JSC MASH cost belong to Level
3 in the fair value hierarchy and are determined through a regular estimation of the expected discounted cash flows, where one or more
of the significant inputs is not based on observable market data, including the following: (i) the discount rate determined using the CAPM; (ii)
the forecast of passenger traffic and the number of take-off and landing operations based on the evaluation of historical data and public information;
(iii) the growth rate of tariffs for ground handling and airport services; and (iv) the amount of capital investments estimated based on the forecast
information published by JSC MASH (Note 17).

01
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Liabilities carried at amortised cost. The fair value of financial instruments is measured based on the current market quotes, if any. The estimated
fair value of unquoted fixed interest rate instruments with stated maturity was estimated based on expected cash flows discounted at current interest
rates for new instruments with similar credit risk and remaining maturity. As at 31 December 2019 and 31 December 2018, the fair values of financial
payables (Note 22), loans and borrowings (Note 29) were not materially different from their carrying amounts. The fair values of financial payables
and loans and borrowings are categorised as Levels 2.

37. CHANGES IN LIABILITIES ARISING FROM FINANCIAL ACTIVITIES

Borrowings
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39. RELATED-PARTY TRANSACTIONS
Parties are generally considered to be related if they are under common control or if one party has the ability to control the other party or can exercise
significant influence or joint control over the other party in making financial and operational decisions. In considering each possible related party
relationship attention is directed to the economic substance of the relationship, not merely the legal form.
As at 31 December 2019 and 31 December 2018, the outstanding balances with related parties and income and expense items with related parties
for 12 months 2019 and 12 months 2018 were disclosed below.

Associates
As at 31 December 2019 and 31 December 2018, the outstanding balances with associates and income and expense items with associates
for 12 months 2019 and 12 months 2018 were as follows:
31 December 2019

31 December 2018

197

136

31 December 2019

31 December 2018

15

17

3,212

2,753

Liabilities

1 January 2018
Cash repayment of liabilities
Cash inflows
Forex adjustments
Non-cash inflows of financial liabilities

PJSC Aeroflot

Interest accrual
Other changes not related to cash flows
31 December 2018

3,181

493,778

65

497,024

(385)

(117,570)

(14,543)

(132,498)

350

–

–

350

79

104,497

–

104,576

–

135,785

14,542

150,327

261

43,699

–

43,960

–

(4,258)

–

(4,258)

3,486

655,931

64

659,481

Dividends paid in the amount of RUB 3,286 million are reflected in changes of other liabilities for 2019 (in 2018: RUB 14,543 million).

Accounts payable and accrued liabilities

The amounts outstanding to and from associates will be settled mainly in cash.

Transactions
Sales to associates
Purchase of goods and services from associates

Purchases of goods and services from associates consist primarily of aviation security services.

Government-related entities
As at 31 December 2019 and 31 December 2018, the Government of the RF represented by the Federal Agency for Management of State Property
owned 51.17% stake in the Company. As the Group operates in an economic environment where the entities and credit organizations are directly

PJSC Aeroflot

Borrowings

or indirectly controlled by the Government of the RF through the relevant government authorities, agencies, affiliations and other organizations
(government-related entities).

40. CAPITAL COMMITMENTS

The Group has decided to apply the exemption from disclosure of individually insignificant transactions and balances with the Russian Government
and parties that are related to the Company because the Government exercises has control, joint control or significant influence over such parties.

As at 31 December 2019, the Group had non-cancellable agreements on future acquisition of property, plant and equipment with third parties
amounted to RUB 185,638 million (31 December 2018: RUB 255,116 million). These commitments mainly relate to purchase 22 Airbus A350
(31 December 2018: 22 aircraft), 3 Boeing B777 (31 December 2018: 5 aircraft). Group expects to use supplied aircraft under lease agreements,
therefore no cash outflow on entered agreements is expected.

The Group has transactions with government-related entities, including but not limited to:
4 banking services;

41. CONTINGENCIES
Operating Environment of the Group

01
02

4 purchase of aircraft fuel;

03

4 purchase of air navigation and airport services; and

04

4 government subsidies including those provided for compensating of lost income from passenger flights in certain directions under government
programmes.

APPENDIXES

4 lease;

Outstanding balances of cash at settlement, currency and deposit accounts in the government-related banks:

The Group continues to monitor the situation and implement a set of measures to minimize the impact of possible risks on the Group's operations
and financial position.
31 December 2019

31 December 2018

6,770

15,649

Assets
Cash

As at 31 December 2019 the share of financial assets under aircraft lease contracts signed by the Group with government-related entities was 39%
(31 December 2018: 36%).
During 2019 the Group has withdrawn a credit lines provided by government-related entities, amount of the credit lines are disclosed in Note 29.
The amounts of the Group’s lease liabilities (including liabilities related to assets held for sale) are disclosed in Notes 21and 28. As
at 31 December 2019 the share of liabilities under lease agreement signed by the Group with government-related entities was about 58%
(31 December 2018: share of liabilities under lease agreement (including liabilities related to assets held for sale): about 56%), the share of interest
expenses on lease for 12 months 2019 was approximately 55% (for 12 months 2018: the share of interest expenses on lease (including liabilities
related to assets held for sale): approximately .51%).
For 12 months 2019 the share of Group's transactions with government-related entities was about 22% of operating costs, and about 2%
of revenue (for 12 months 2018: about 24% and about 2%, respectively). These expenses primarily include costs of motor fuels supplies, expenses
as well as air navigation and aircraft maintenance services in the airports.
As at 31 December 2019 the government or government-related entities owned non-controlling interest of particular subsidiaries of the Group.
As at 31 December 2019 the amount of accumulated profit of these subsidiaries was RUB 1,086 million (31 December 2018: RUB 745 million).
Transactions with the Russian Government also include taxes, levies and customs duties settlements and charges which are disclosed in Notes 7, 8,
9, 11, 14 and 22.
Compensation of key management personnel
The remuneration of key management personnel (the members of the Board of Directors and the Management Committee as well as key managers
of flight and ground personnel who have significant power and responsibilities on key control and planning decisions of the Group), including salary
and bonuses as well as other compensations, amounted to RUB 2,138 million for 12 months 2019 (12 months 2018: RUB 1,548 million).
These remunerations are mainly represented by short-term payments. Such amounts are stated before personal income tax but exclude mandatory
insurance contributions to non-budgetary funds. According to Russian legislation, the Group makes contributions to the Russian State pension fund
as part of compulsory social insurance contributions for all its employees, including key management personnel.

Long-term bonus programmes for management

PJSC Aeroflot

The economy of the Russian Federation displays certain characteristics of an emerging market. It is particularly sensitive to oil and gas price
fluctuations. The legal, tax and regulatory frameworks of the RF continue to develop and are subject to frequent changes and varying interpretations.
In early 2019, the Russian economy continued to show signs of recovery after overcoming the economic decline in previous years. Though, ongoing
political tension in the region and international sanctions against certain Russian companies and individuals have a negative impact on the Russian
economy. The financial markets continue to be volatile. This operating environment has a significant impact on the Group’s operations and financial
position. Management is taking necessary measures to ensure sustainability of the Group’s operations. However, the future effects of the current
economic situation are difficult to predict and management’s current expectations and estimates could differ from actual results.

In 2019 the Company approved long-term bonus programmes for its key management personnel and members of the Company’s Board
of Directors. The amounts of payments under the programmes depend on the criteria of Group passenger traffic, share of international
transit from total passenger traffic of the Group and transportation profitability. The fair value of the liabilities under the bonus programmes as
of 31 December 2019, included in accounts payable, was determined based on the expected payment amount for the reporting period from
1 January 2019 till 31 December 2019 and amount of payment deferred till the end of the programmes. Previously adopted programmes were
terminated.
As at 31 December 2019, the outstanding amount of the liability under these programmes was RUB 410 million (31 December 2018:
RUB 220 million).

Tax contingencies
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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 fuzzy and contradictory and subject to varying interpretation by different tax authorities. Taxes are subject
to audit and investigation by a number of authorities, which have the authority to impose severe fines and penalties 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 tough stance 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. The Group’s
management believes that it has provided adequately for tax liabilities in these Consolidated Financial Statements based on its interpretations
of applicable Russian tax legislation, official pronouncements and court decisions. However, the interpretations of these provisions by the relevant
authorities could differ and the effect on these Consolidated Statements, if the authorities were successful in enforcing their interpretations, could be
significant.
In accordance with amendments to the Russian Tax Code made in 2015, excise duties charged on the aviation fuel obtained by the Group’s
airlines are subject to deduction using the following special coefficients (2.08 for 2018, 2.08 for 2019). Also in accordance with the amendments
to the Russian Tax Code adopted in 2019, since September 1, 2019, excise duties charged on the aviation fuel obtained by the Group's airlines are
subject to deduction using the coefficient 2.08, increased by VAVIA coefficient, determined in accordance with par. 21 of article 200 of the Russian
Tax Code.
Since 1 January 2015, the Russian Tax Code has been supplemented with the framework of beneficial ownership to the income paid from
the Russian Federation (beneficial ownership framework) for the purposes of applying tax benefits under the Double Tax Treaties (DTT). Given
the limited practice of the new rules application, it is impossible to reliably assess the potential outcome of any disputes with tax authorities over
compliance with the beneficial ownership confirmation requirements, however this may have a significant impact on the Group.
The Russian transfer pricing legislation is to a large extent aligned with the international transfer pricing principles developed by the Organisation
for Economic Cooperation and Development (OECD), but it is characterised by a certain specificity. This legislation provides the possibility for tax
authorities to make transfer pricing adjustments and impose additional tax liabilities in respect of controlled transactions (transactions with related
parties and some types of transactions with unrelated parties), if the transaction price is not in accord with market. Management has implemented
internal controls to be in compliance with this transfer pricing legislation.
Tax liabilities arising from transactions between Group companies are determined using actual transaction prices. It is possible, with the evolution
of the interpretation of the transfer pricing rules, that such transfer prices could be challenged. The impact of any such change cannot be reliably
estimated; however, it may be significant to the financial position and/or the business activity of the Group.
Changes in tax legislation or its enforcement in relation to such issues as transfer pricing may lead to an increase in the Group’s effective income
tax rate.
In addition to the above matters, as at 31 December 2019 and 31 December 2018 management estimates that the Group does not have obligations
related with tax risks, probability of which estimates as “more than insignificant”.
Management will vigorously defend the Group’s positions and interpretations that applied in calculating taxes recognised in Consolidated Financial
Statements, if it will be changed by the tax authorities.

PJSC Aeroflot
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As at 31 December 2019
Full and abbreviated name

Core operations

Purpose
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Form and Stake,
%

Amount,
RUB thousand

Joint Stock Company
Rossiya Airlines,
JSC Rossiya Airlines

Domestic and international air
carriage of passengers, baggage,
cargo and mail, and provision of
aviation services, including services
for passengers and baggage

Consolidate airlines to establish
a strong national carrier based on
PJSC Aeroflot, by implementing
the best corporate governance
standards

Shares,
74,9999%

Limited Liability
Company Pobeda
Airlines, LLC Pobeda
Airlines

Domestic and international
commercial air carriage of
passengers, baggage, cargo and
mail, in line with the Air Code
and other civil aviation laws
and regulations of the Russian
Federation, the Company’s internal
regulations, and duly issued airline
licences

Consolidate airlines to establish
a strong national carrier based on
PJSC Aeroflot, by implementing
the best corporate governance
standards

Stake in share
capital, 100%

Joint Stock Company
Aurora Airlines,
JSC Aurora Airlines

Domestic and international
commercial air carriage of
passengers and cargo, and other
aviation services

Consolidate airlines to establish
a strong national carrier based on
PJSC Aeroflot, by implementing
the best corporate governance
standards

Shares, 51%

3,964

Joint Stock Company
Aeromar, JSC Aeromar

Production and supply of food for
in-flight catering, in-flight shopping
service, aircraft cleaning and
outfitting

Provide in-flight catering services for
PJSC Aeroflot’s flights

Shares, 51%

28

Joint Stock Company
AeroMar-DV,
JSC AeroMar-DV

Production and supply of food
and drinks for in-flight catering

Provide in-flight catering services for
Aeroflot Group’s flights

JSC Aeromar
owns a 51%
stake in the
share capital of
JSC Aeromar-DV

12,755

Limited Liability
Company Aeromar-Ufa,
LLC Aeromar-Ufa

Production and supply of food and
drinks for in-flight catering

Provide in-flight catering services for
Aeroflot Group’s flights

JSC Aeromar
owns a 50%
stake in the
share capital of
LLC Aeromar-Ufa

61,087

689,173

Annual Report 2019

During the reporting period the Group was involved (both as a plaintiff and a defendant) in a number of court proceedings arising in the ordinary
course of business. Management believes that there are no current court proceedings or other claims outstanding which could have a material effect
on the results of operations and financial position of the Group.
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1,200,000
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Litigations

Commercial and non-commercial entities
in which PJSC Aeroflot holds an interest

Insurance
The Group maintains insurance in accordance with the legislation. In addition, the Group insures risks under various voluntary insurance programs,
including management’s liability, Group’s liability and risks of loss of aircraft under lease.
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Core operations

Purpose

Form and Stake,
%

Limited Liability
Company AeromarKrasnodar, LLC AeromarKrasnodar

Production and supply of food and
drinks for in-flight catering

Provide in-flight catering services for
Aeroflot Group’s flights

JSC Aeromar
owns a 51%
stake in the
share capital of
LLC AeromarKrasnodar

Amount,
RUB thousand

510

Major transactions

01
01
02

Joint Stock Company
Sherotel, JSC Sherotel

Hotel accommodation services and
services in luxury lounges at airports

03
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Provide hotel accommodations for
PJSC Aeroflot’s crews, premises
for lease, passenger services
in business lounges, implement
investment projects

Shares, 100%

Major Transactions
and Related-Party Transactions

962,813

In 2019, PJSC Aeroflot made no transactions recognised as major transactions according to Federal Law No. 208-FZ On Joint Stock Companies
dated 26 December 1995.

Related-party transactions

Limited Liability
Company AeroflotFinance, LLC Aeroflot–
Finance

Implementation of financial projects

Implement investment projects

Stake in
share capital,
99,9999%

5,741,604

Limited Liability
Company A-Technics,
LLC A-Technics

Maintenance and repair of Russian
and foreign-made aircraft

Provide maintenance and maintain
airworthiness for Aeroflot Group’s
aircraft

Founded by
LLC AeroflotFinance

–

Private Vocational
Education Institution
Aeroflot Aviation School,
Aeroflot Aviation School

Training services including those for
flight attendants

Provide professional training and
professional development training
for Aeroflot Group’s employees

Founded by
PJSC Aeroflot,
Founder’s
contribution

–

Joint Stock Company
AeroMASH–Aviation
Security, JSC
AeroMASH–Aviation
Security

Flight sales settlement services

Provide aviation security services for
passengers and aircraft

Shares, 45%

45

Public Joint Stock
Company Transport
Clearing House,
JSC TCH

Flight sales settlement services

Implement investment projects

Shares, 3,85%

50

Joint Stock Company
International airport
Sheremetyevo, JSC MAS

Airport operations

Implement investment projects

Shares, 2,43%

2,259,687

"Bank of Cyprus
Holdings" plc,

Banking and financial services

–

3,755
depositary
certificates
representing
shares of "Bank
of Cyprus
Holdings" plc

In 2019, PJSC Aeroflot made transactions recognised as related-party transactions according to the Federal Law On Joint-Stock Companies;
the need to approve such transactions is set forth in Article XI of the Federal Law On Joint-Stock Companies. Information on such transactions is
contained in the Report on PJSC Aeroflot’s Related-Party Transactions in 2019 approved on 2 July 2020 and available in the Materials for General
Meetings of Shareholders section of the Company’s official website at ir.aeroflot.ru/ru/corporate-governance/general-meeting-of-shareholders/.
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No.

Corporate governance principles

Compliance criteria

Compliance
status

1.1.4

There were no unjustified difficulties
preventing shareholders from exercising
their right to request that a general
meeting be convened, to propose
nominees to the company’s governing
bodies, and to make proposals for the
agenda of the general meeting.

1. In the reporting period, shareholders
were able to submit, within at least
60 days after the end of the relevant
calendar year, proposals for the agenda
of the annual general meeting. 2. In the
reporting period, the company did not
reject any proposals for the agenda or
nominees to the company’s governing
bodies due to misprints or other
insignificant flaws in the shareholder’s
proposal.

Full

01
01
02
03

Corporate governance principles

1.1

The company ensures fair and equitable treatment of all shareholders in exercising their corporate governance right.

1.1.1
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No.

1.1.2

PJSC Aeroflot

1.1.3

Compliance criteria

Compliance
status

The company ensures the most
favourable conditions for its shareholders
to participate in the general meeting,
develop an informed position on agenda
items of the general meeting, coordinate
their actions, and voice their opinions on
items considered.

1. The company’s internal document
approved by the general meeting
of shareholders and governing
the procedures for holding the
general meeting is publicly available.
2. The company provides accessible
means of communication via hotline,
e-mail or online forum for shareholders
to voice their opinions and submit
questions on the agenda in preparing
for the general meeting. The company
performed the above actions in advance
of each general meeting held in the
reporting period.

Full

The procedure for giving notice of, and
providing relevant materials for, the
general meeting enables shareholders to
properly prepare for attending the general
meeting.

1. The notice of an upcoming general
shareholders meeting is posted
(published) online at least 30 days prior
to the date of the general meeting.
2. The notice of an upcoming meeting
specifies the meeting venue and
documents required for admission.
3. Shareholders were given access to the
information on who proposed the agenda
items and who proposed nominees to
the company’s board of directors and the
revision committee.

Full

1. In the reporting period, shareholders
were able to put questions to members
of executive bodies and directors before
and during the annual general meeting.
2. The position of the board of directors
(including dissenting opinions entered
into the minutes) on each agenda item
of general meetings held in the reporting
period was included in the materials to
the general meeting of shareholders.
3. The company gave duly authorised
shareholders access to the list of persons
entitled to attend the general meeting,
as from the date of its receipt by the
company, for all general meetings held in
the reporting period.

Full

In preparing for, and holding of, the
general meeting, shareholders were able
to receive clear and timely information on
the meeting and related materials, put
questions to the company’s executive
bodies and the board of directors, and to
communicate with each other.

Reasons for non-compliance

Reasons for non-compliance

01
01
02
03

1.1.5

Each shareholder was able to freely
exercise their voting right in the simplest
and most convenient way.

An internal document (internal policy)
of the company provides that each
participant of the general meeting may
request a copy of the ballot filled out
by them and certified by the counting
commission before the end of the
relevant meeting.

Full

1.1.6

The procedure for holding a general
meeting set by the company provides
equal opportunities for all persons
attending the meeting to voice their
opinions and ask questions.

1. General meetings of shareholders
held in the reporting period in the form
of a meeting (i.e. joint presence of
shareholders) provided for sufficient
time for making reports on and for
discussing agenda items. 2. Nominees
to the company’s governing and
control bodies were available to answer
questions of shareholders at the meeting
at which their nominations were put to
vote. 3. When passing resolutions on
preparing and holding general meetings
of shareholders, the board of directors
considered using telecommunication
means for remote access of shareholders
to general meetings in the reporting
period.

Full

1.2

Shareholders are given equal and fair opportunities to share profits of the company in the form of dividends.

1.2.1

The company has designed and put in
place a transparent and clear mechanism
to determine the dividend amount and
payout procedure.

1. The company has drafted and
disclosed a dividend policy approved
by the board of directors. 2. If the
company’s dividend policy uses reporting
figures to determine the dividend
amount, then relevant provisions of the
dividend policy take into account the
consolidated financial statements.

Full

1.2.2

The company does not resolve to
pay out dividends if such payout,
while formally compliant with law, is
economically unjustified and may lead to
a false representation of the company’s
performance.

The company’s dividend policy
clearly identifies financial/economic
circumstances under which the company
shall not pay out dividends.

Full

1.2.3

The company does not allow for dividend
rights of its existing shareholders to be
impaired.

In the reporting period, the company did
not take any actions that would lead to
the impairment of the dividend rights of
its existing shareholders.

Full
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No.

Corporate governance principles

Compliance criteria

Compliance
status

Reasons for non-compliance

No.

Corporate governance principles

1.2.4

The company makes every effort to
prevent its shareholders from using other
means to profit (gain) from the company
other than dividends and liquidation
value.

To prevent shareholders from using
any means to profit (gain) from the
company other than dividends and
liquidation value, the company’s internal
documents provide for controls to timely
identify and approve deals with affiliates
(associates) of the company’s substantial
shareholders (persons entitled to use
votes attached to voting shares) where
the law does not formally recognise such
deals as related-party transactions.

Full

Actually complied with.
The relevant restriction is
set out in the Corporate
Governance Code of
PJSC Aeroflot (paragraph
3.2.1). In addition,
PJSC Aeroflot signed up to
the Anti-Corruption Charter
of the Russian Business
and approved the AntiCorruption Policy, which
rules out the possibility of
corruption in its transactions.
PJSC Aeroflot also has
in place the Procedure
for Preparation, Signing,
Amendment, Execution, and
Termination of PJSC Aeroflot’s
Agreements, which stipulates
inspection and control of all
PJSC Aeroflot’s agreements
by a number of units including
the Department for Economic
Security. In line with the
above mentioned Procedure,
the inspection of a potential
counterparty’s chain of
beneficiaries is mandatory
and rules out the possibility
of making transactions at
PJSC Aeroflot without proper
corporate approval.

2.1

The board of directors provides strategic management of the company, determines key principles of, and approaches to,
setting up a corporate risk management and internal control framework, monitors performance by the company’s executive
bodies, and performs other key functions.

2.1.1

The board of directors is responsible
for appointing and dismissing executive
bodies, including for improper
performance of their duties. The board of
directors also ensures that the company’s
executive bodies act in accordance with
the company’s approved development
strategy and core lines of business.

01
02
03
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1.3

The corporate governance framework and practices ensure equal conditions for all shareholders owning the same type
(class) of shares, including minority and non-resident shareholders, and their equal treatment by the company.

1.3.1

The company has created conditions for
fair treatment of each shareholder by the
company’s governing and control bodies,
including conditions that rule out abuse
by major shareholders against minority
shareholders.

In the reporting period, procedures for
management of potential conflicts of
interest among substantial shareholders
were efficient, while the board of
directors paid due attention to conflicts, if
any, between shareholders.

Full

The company does not take any
actions that lead or may lead to artificial
redistribution of corporate control.

No phantom shares were issued or used
to vote in the reporting period.

Full

PJSC Aeroflot

1.3.2

On 29 August 2019,
LLC Aeroflot – Finance
(PJSC Aeroflot’s subsidiary)
purchased 4.3%
PJSC Aeroflot shares from
PJSC Aeroflot. No General
Meetings of Shareholders
were held between 29 August
2019 and 31 December 2019;
hence, no quasi-treasury
shares participated in the
voting.

1.4

Shareholders are provided with reliable and effective means of recording their rights to shares and are able to freely dispose
of their shares without any hindrance.

1.4

Shareholders are provided with reliable
and effective means of recording their
rights to shares and are able to freely
dispose of their shares without any
hindrance.

The company’s registrar maintains
the share register in an efficient and
reliable way that meets the needs of the
company and its shareholders.

Full

Compliance
status

1. The board of directors has the
authority stipulated in the articles of
association to appoint and remove
members of executive bodies and
to set out the terms and conditions
of their contracts. 2. The board of
directors reviewed the report(s) by
the sole executive body or members
of the collective executive body on
the implementation of the company’s
strategy.

Full

Reasons for non-compliance

01
01
02
03
04

2.1.2

The board of directors sets key long-term
targets for the company, assesses and
approves its key performance indicators
and key business goals, as well as the
strategy and business plans for the
company’s core lines of business.

At its meetings in the reporting period,
the board of directors reviewed
strategy implementation and updates,
approval of the company’s financial and
business plan (budget), and criteria and
performance (including interim) of the
company’s strategy and business plans.

Full

2.1.3

The board of directors defines the
company’s principles and approaches
to risk management and internal controls.

1. The board of directors defined the
company’s principles and approaches to
risk management and internal controls.
2. The board of directors assessed the
company’s risk management and internal
controls in the reporting period.

Full

2.1.4

The board of directors determines
the company’s remuneration and
reimbursement (compensation) policy
for its directors, members of executive
bodies, and other key executives.

1. The company developed and put in
place a remuneration and reimbursement
(compensation) policy (policies),
approved by the board of directors,
for its directors, members of executive
bodies, and other key executives. 2.
At its meetings in the reporting period,
the board of directors discussed matters
related to such policy (policies).

Full

2.1.5

The board of directors plays a key role
in preventing, identifying, and resolving
internal conflicts between the company’s
bodies, shareholders and employees.

1. The board of directors plays a key role
in preventing, identifying, and resolving
internal conflicts. 2. The company set
up mechanisms to identify transactions
leading to a conflict of interest and to
resolve such conflicts.

Full

2.1.6

The board of directors plays a key
role in ensuring that the company is
transparent, timely and fully discloses
its information, and provides its
shareholders with unhindered access to
the company’s documents.

1. The board of directors approved
the company’s information policy
regulations. 2. The company identified
persons responsible for implementing the
information policy.

Full

2.1.7

The board of directors controls the
company’s corporate governance
practices and plays a key role in material
corporate events of the company.

In the reporting period, the board of
directors reviewed the company’s
corporate governance practices.

Full
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Corporate governance principles

2.2.

The board of directors is accountable to the company’s shareholders.

2.2.1

Performance of the board of directors
is disclosed and made available to the
shareholders.

01

Compliance criteria

1. The company’s annual report for the
reporting period includes the information
on individual attendance at board of
directors and committee meetings.
2. The annual report discloses key
performance assessment results of the
board of directors in the reporting period.

Compliance
status

Reasons for non-compliance

Partial

1. Attendance at meetings of
the Board of Directors and its
committees is disclosed in the
Annual Report for the reporting
period. 2. In the reporting
period, the performance of
PJSC Aeroflot’s Board of
Directors was not evaluated.
PJSC Aeroflot intends to
achieve full compliance with
this principle of the Code in
the future.

01
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03
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2.2.2

The chairman of the board of directors
is available to communicate with the
company’s shareholders.

2.3

The board of directors manages the company in an efficient and professional manner and is capable of making fair and
independent judgements and adopting resolutions in the best interests of the company and its shareholders.

2.3.1

Only persons of impeccable business
and personal reputation who have
knowledge, expertise, and experience
required to make decisions within the
authority of the board of directors and
essential to perform its functions in
an efficient way are elected to the board
of directors.

1. The procedure for assessing the
board of directors performance
established in the company includes,
inter alia, assessment of professional
qualifications of directors. 2. In the
reporting period, the board of directors
(or its nomination committee) assessed
nominees to the board of directors for
required experience, expertise, business
reputation, absence of conflicts of
interest, etc.

Full

2.3.2

The company’s directors are elected via
a transparent procedure that enables
shareholders to obtain information on
nominees sufficient to judge on their
personal and professional qualities.

Whenever the agenda of the general
meeting of shareholders included election
of the board of directors, the company
provided to shareholders the biographical
details of all nominees to the board of
directors, the results of their assessment
carried out by the board of directors
(or its nomination committee), and the
information on whether the nominee
meets the independence criteria set forth
in Recommendations 102–107 of the
Code, as well as the nominees’ written
consent to be elected to the board of
directors.

Full

2.3.3

The board of directors has a balanced
membership, including in terms of
directors’ qualifications, experience,
expertise, and business skills, and enjoys
its shareholders’ trust.

As part of assessment of the board
of directors’ performance run in the
reporting period, the board of directors
reviewed its requirements to professional
qualifications, experience, and business
skills.

Full

The company has in place a transparent
procedure enabling shareholders to
forward questions and express their
position on such questions to the
chairman of the board of directors.

No.

Corporate governance principles

Compliance criteria

Compliance
status

2.3.4

The company has a sufficient number
of directors to organise the board
of directors’ activities in the most
efficient way, including ability to set up
committees of the board of directors
and enable the company’s substantial
minority shareholders to elect a nominee
to the board of directors for whom they
vote.

As part of assessment of the board
of directors’ performance run in the
reporting period, the board of directors
considered whether the number of
directors met the company’s needs and
shareholders’ interests.

Full

01
01
02

2.4

The board of directors includes a sufficient number of independent directors.

2.4.1

An independent director is a person who
is sufficiently professional, experienced,
and independent to develop their
own position, and capable of making
unbiased judgements in good faith, free
of influence by the company’s executive
bodies, individual groups of shareholders
or other stakeholders. It should be noted
that a nominee (elected director) who is
related to the company, its substantial
shareholder, substantial counterparty
or competitor of the company, or
related to the government, may not be
considered as independent under normal
circumstances.

In the reporting period, all independent
directors met all independence criteria
set out in Recommendations 102–107 of
the Code, or were deemed independent
by resolution of the board of directors.

Partial

The company assesses compliance of
nominees to the board of directors and
reviews compliance of independent
directors with independence criteria on
a regular basis. In such assessment,
substance should prevail over form.

1. In the reporting period, the board of
directors (or its nomination committee)
made a judgement on independence
of each nominee to the board of
directors and provided its opinion to
shareholders. 2. In the reporting period,
the board of directors (or its nomination
committee) reviewed, at least once, the
independence of incumbent directors
listed by the company as independent
directors in its annual report. 3.
The company has in place procedures
defining the actions to be taken by
directors if they cease to be independent,
including the obligation to timely notify
the board of directors thereof.

Full

Full

2.4.2

Reasons for non-compliance

03

Maxim Sokolov was
recognised as an independent
director by resolution of the
Board of Directors (Minutes
No. 2 dated 8 August 2019).
However, he seized to be
independent in December
2019 after he was appointed
Vice Governor of Saint
Petersburg.
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No.

Corporate governance principles

Compliance criteria

Compliance
status

Reasons for non-compliance

No.

Corporate governance principles

Compliance criteria

Compliance
status

2.4.3

Independent directors make up at least
one third of elected directors.

Independent directors make up at least
one third of directors.

Partial

Two of the eleven members
of the Board of Directors
elected by PJSC Aeroflot’s
Extraordinary General Meeting
of Shareholders on 25 June
2019, Igor Kamenskoy and
Vasily Sidorov, meet the
independence criteria in
full. In accordance with the
recommendations of the
Corporate Governance Code,
PJSC Aeroflot’s Board of
Directors shall include at least
three independent directors.
PJSC Aeroflot seeks to
achieve full compliance with
this provision of the Code
in the future and uses its
best efforts to explain to its
shareholders the importance
of increasing the number of
independent directors serving
on the Board of Directors.
At the same time, it should
be noted that the Russian
Federation has a 51.173%
stake in PJSC Aeroflot.

2.5.3

The chairman of the board of directors
takes all steps necessary for the timely
provision to directors of information
required to pass resolutions on agenda
items.

The company’s internal documents set
out the duty of the chairman of the board
of directors to take all steps necessary
for the timely provision to directors of
materials for the agenda of a board
meeting.

Full

2.6

Directors act reasonably and in good faith in the best interests of the company and its shareholders, on a fully informed
basis and with due care and diligence.

2.6.1

Directors pass resolutions on a fully
informed basis, with no conflict of
interest, subject to equal treatment of the
company’s shareholders, and assuming
normal business risks.

1. The company’s internal documents
provide that a director should notify the
board of directors of any existing conflict
of interest as to any agenda item of the
meeting of the board of directors or its
committee, prior to discussion of the
relevant agenda item. 2. The company’s
internal documents provide that
a director should abstain from voting
on any item in connection with which
they have a conflict of interest. 3.
The company has in place a procedure
enabling the board of directors to get
professional advice on matters within its
remit at the expense of the company.

Full

2.6.2

The rights and duties of directors are
clearly stated and incorporated in the
company’s internal documents.

The company adopted and published
an internal document that clearly defines
the rights and duties of directors.

Full

Material corporate actions
undergo preliminary
assessment by the Audit
Committee of the Board of
Directors that is mainly made
up of independent directors.

2.6.3

Directors have sufficient time to perform
their duties.

1. Individual attendance at board and
committee meetings, as well as time
devoted to preparation for attending
meetings, was recorded as part of the
procedure for assessing the board of
directors in the reporting period. 2. Under
the company’s internal documents,
directors notify the board of directors
of their intentions to be elected to
governance bodies in other entities (apart
from the entities controlled by, or affiliated
to, the company), and of their election to
such bodies.

Partial

2.6.4

All directors have equal access to the
company’s documents and information.
Newly elected directors are furnished
with sufficient information about the
company and performance of the board
of directors as soon as possible.

1. Under the company’s internal
documents, directors are entitled to
access documents and make requests
on the company and its controlled
entities, while executive bodies of the
company should furnish all relevant
information and documents. 2.
The company has in place a formalised
induction programme for newly elected
directors.

Full

2.7

Meetings of the board of directors, preparation for such meetings, and attendance by directors ensure efficient
performance by the board of directors.

2.7.1

Meetings of the board of directors are
held as needed, taking into account
the scale of operations and goals of the
company at a particular time.

01
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2.4.4

Independent directors play a key role
in preventing internal conflicts in the
company and in ensuring that the
company performs material corporate
actions.

2.5

The chairman of the board of directors ensures that the board of directors discharges its duties in the most efficient way.

2.5.1

The board of directors is chaired by
an independent director, or a senior
independent director supervising the
activities of other independent directors
and interacting with the chairman of
the board of directors is appointed
from among the elected independent
directors.

1. The board of directors is chaired by
an independent director, or a senior
independent director is appointed from
among the independent directors.
2. The role, rights and duties of the
chairman of the board of directors (and,
if applicable, of the senior independent
director) are duly set out in the
company’s internal documents.

None

The chairman of the board of directors
maintains a constructive environment
at meetings, enables free discussion
of agenda items, and supervises the
execution of resolutions passed by the
board of directors.

Performance of the chairman of the
board of directors was assessed as part
of assessment of the board of directors’
performance in the reporting period.

None

PJSC Aeroflot

2.5.2

Independent directors (with no conflicts
of interest) run a preliminary assessment
of material corporate actions implying
a potential conflict of interest and submit
the results to the board of directors.

Full

The balanced composition of
the Board of Directors and the
comprehensive preliminary
review of the matters
brought before the Board
of Directors (in particular,
by committees made up of
independent directors) as
well as active engagement
of the independent directors
make implementation of this
recommendation redundant.
Moreover, the current Board
of Directors includes two
independent directors, and
appointing one of them senior
is not viable.
In the reporting period,
the performance of
PJSC Aeroflot’s Board of
Directors was not evaluated.
PJSC Aeroflot intends to
achieve full compliance with
this principle of the Code in
the future.

The board of directors held at least six
meetings in the reporting year.
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04
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Full

1. In the reporting period,
the performance of
PJSC Aeroflot’s Board of
Directors was not evaluated.
The Company intends to
achieve full compliance with
this principle of the Code in
the future. 2. The relevant
responsibility of the Board
of Directors’ members is set
out in the Company’s internal
documents.
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Compliance criteria

Compliance
status

2.7.2

Internal regulations of the company
formalise a procedure for the preparation
and holding of the board meetings,
enabling directors to properly prepare for
such meetings.

The company has an approved internal
document that describes the procedure
for arranging and holding meetings of
the board of directors and sets out, in
particular, that the notice of the meeting
is to be given, as a rule, at least five days
prior to such meeting.

Full

2.7.3

The format of the meeting of the board
of directors is determined taking into
account the importance of its agenda
items. The most important matters are
dealt with at meetings of the board of
directors held in person.

The company’s articles of association or
internal document provides for the most
important matters (as per the list set out
in Recommendation 168 of the Code) to
be passed at in-person meetings of the
board of directors.

Full

2.7.4

Resolutions on most important matters
relating to the company’s operations
are passed at a meeting of the board
of directors by a qualified majority or by
a majority of all elected directors.

The company’s articles of association
provide for resolutions on the
most important matters set out in
Recommendation 170 of the Code to
be passed at a meeting of the board
of directors by a qualified majority of at
least three quarters or by a majority of all
elected directors.

Full

2.8

The board of directors sets up committees to preview the most important matters of the company’s business.

2.8.1

To preview matters related to controlling
the company’s financial and business
activities, it is recommended to set
up an audit committee comprised of
independent directors.
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2.8.2

To preview matters related to adopting
an efficient and transparent remuneration
scheme, a remuneration committee
was set up, comprised of independent
directors and headed by an independent
director who is not the chairman of the
board of directors.

1. The board of directors set up
an audit committee comprised
solely of independent directors. 2.
The Committee’s responsibilities outlined
in Recommendation 172 of the Code
are set forth in the Company’s internal
documents. 3. At least one member
of the audit committee represented by
an independent director has experience
and knowledge of preparing, analysing,
assessing, and auditing accounting
(financial) statements. 4. In the reporting
period, meetings of the audit committee
were held at least once a quarter.

1. The board of directors set up
a remuneration committee comprised
solely of independent directors. 2.
The remuneration committee is chaired
by an independent director who is not
the chairman of the board of directors.
3. The company’s internal documents
set out the tasks of the remuneration
committee, including those listed in
Recommendation 180 of the Code.

Partial

Partial

Reasons for non-compliance

1. The Audit Committee is
headed by an independent
director. The majority of the
Committee members are
independent directors. After
PJSC Aeroflot’s shareholders
elect the necessary
number of independent
directors to PJSC Aeroflot’s
Board of Directors, the
Committee will be duly
formed. 2. The Committee’s
responsibilities outlined
in Recommendation 172
of the Code are set forth
in the Company’s internal
documents. 3. All members
of the Audit Committee have
expertise in preparation,
analysis, assessment and
audit of accounting (financial)
statements. 4. The Committee
holds meetings at least once
a month.
Personnel and Remuneration
Committee headed by
independent director.
The majority of the Committee
members are not independent
directors. PJSC Aeroflot
intends to achieve full
compliance with this principle
of the Code in the future.

No.

Corporate governance principles

Compliance criteria

Compliance
status

2.8.3

To preview matters related to talent
management (succession planning),
professional composition and efficiency
of the board of directors, a nomination
(appointments and personnel) committee
was set up, predominantly comprised of
independent directors.

1. The board of directors has set up
a nomination committee (or its tasks
listed in Recommendation 186 of the
Code are fulfilled by another committee),
predominantly comprised of independent
directors. 2. The company’s internal
documents set out the tasks of the
nomination committee (or the tasks
of the committee with combined
functions), including those listed in
Recommendation 186 of the Code.

Full

Reasons for non-compliance
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2.8.4

Taking into account the company’s
scope of business and level of risks,
the company’s board of directors
made sure that the composition of
its committees is fully in line with the
company’s business goals. Additional
committees were either set up or not
deemed necessary (strategy committee,
corporate governance committee, ethics
committee, risk management committee,
budget committee, health, safety, and
environment committee, etc.).

In the reporting period, the board
of directors considered whether the
composition of its committees was
in line with the board’s tasks and the
company’s business goals. Additional
committees were either set up or not
deemed necessary.

Full

2.8.5

Committees are composed so as to
enable comprehensive discussions
of matters under preview, taking into
account the diversity of opinions.

1. Committees of the board of directors
are headed by independent directors.
2. The company’s internal documents
(policies) include provisions stipulating
that persons who are not members of
the audit committee, the nomination
committee, and the remuneration
committee may attend committee
meetings only by invitation of the
chairman of the respective committee.

Full

2.8.7

Committee chairmen regularly report to
the board of directors and its chairman
on the performance of their committees.

In the reporting period, committee
chairmen regularly reported to the board
of directors on the performance of
committees.

Full

2.9

The board of directors ensures performance assessment of the board of directors, its committees and members of the
board of directors.

2.9.1

The board of directors’ performance
assessment is aimed at determining the
efficiency of the board of directors, its
committees and members, consistency
of their work with the company’s growth
requirements, as well as at bolstering
the work of the board of directors and
identifying areas for improvement.

1. Self-assessment or external
assessment of the board of directors’
performance carried out in the reporting
period included performance assessment
of committees, individual directors, and
the board of directors in general. 2.
Results of self-assessment or external
assessment of the board of directors’
performance carried out in the reporting
period were reviewed at the in-person
meeting of the board of directors.

None

In the reporting period,
the performance of
PJSC Aeroflot’s Board of
Directors was not evaluated.
PJSC Aeroflot intends to
achieve full compliance with
this principle of the Code in
the future.

2.9.2

Performance of the board of directors, its
committees, and members is assessed
regularly at least once a year. An external
advisor is engaged at least once in
three years to conduct an independent
assessment of the board of directors’
performance.

The company engaged an external
advisor to conduct an independent
assessment of the board of directors’
performance at least once over the last
three reporting periods.

None

The external evaluation project
of the Board of Directors’
performance is underway
(planned to be carried out in
the next reporting period).

04
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No.

Corporate governance principles

3.1

The company’s corporate secretary ensures efficient ongoing interaction with shareholders, coordinates the company’s
efforts to protect shareholder rights and interests, and supports efficient performance of the board of directors.

4.2

Remuneration system for directors ensures alignment of financial interests of directors with long-term financial interests of
the shareholders.

3.1.1

The corporate secretary has the
expertise, experience, and qualifications
sufficient to perform his/her duties, as
well as an impeccable reputation and the
trust of shareholders.

4.2.1

The company pays fixed annual
remuneration to its directors.
The company does not pay
remuneration for attending particular
meetings of the board of directors or
its committees. The company does not
apply any form of short-term motivation
or additional financial incentive for its
directors.

01
02
03

APPENDIXES

Compliance
status

1. The company adopted and published
an internal document – regulations on the
corporate secretary. 2. The biographical
data of the corporate secretary are
published on the corporate website and
in the company’s annual report with the
same level of detail as for members of
the board of directors and the company’s
executives.

Full

The board of directors approves the
appointment, dismissal, and additional
remuneration of the corporate secretary.

Full

3.1.2

The corporate secretary is sufficiently
independent of the company’s executive
bodies and has the powers and
resources required to perform his/her
tasks.

4.1

Remuneration payable by the company is sufficient to attract, motivate, and retain people with competencies and
qualifications required by the company. Remuneration payable to directors, executive bodies, and other key executives of
the company is in compliance with the approved remuneration policy of the company.

4.1.1

The amount of remuneration paid by
the company to directors, executive
bodies, and other key executives creates
sufficient incentives for them to work
efficiently, while enabling the company
to engage and retain competent and
qualified specialists. At the same time,
the company avoids unnecessarily high
remuneration, as well as unjustifiably
large gaps between remunerations
of such persons and the company’s
employees.

The company has in place an internal
document (internal documents) – the
policy (policies) on remuneration of
directors, executive bodies, and other
key executives, which clearly defines
(define) the approaches to remuneration
of such persons.

The company’s remuneration policy is
devised by the remuneration committee
and approved by the board of directors.
The board of directors, assisted by the
remuneration committee, ensures control
over the introduction and implementation
of the company’s remuneration policy,
revising and amending it as required.

During one reporting period, the
remuneration committee reviewed the
remuneration policy (policies) and its
(their) introduction practices to provide
relevant recommendations to the board
of directors as required.

Full

4.1.3

The company’s remuneration policy
includes transparent mechanisms for
determining the amount of remuneration
due to directors, executive bodies, and
other key executives of the company,
and regulates all types of expenses,
benefits, and privileges provided to such
persons.

The company’s remuneration policy
(policies) includes (include) transparent
mechanisms for determining the amount
of remuneration due to directors,
executive bodies, and other key
executives of the company, and regulates
(regulate) all types of expenses, benefits,
and privileges provided to such persons.

Full

4.1.4

The company defines a policy on
reimbursement (compensation) of
expenses, detailing a list of reimbursable
expenses and specifying service levels
that directors, executive bodies, and
other key executives of the company
may claim. Such policy can make part of
the company’s remuneration policy.

The remuneration policy (policies) defines
(define) the rules for reimbursement of
expenses incurred by directors, executive
bodies, and other key executives of the
company.

Full

4.1.2

PJSC Aeroflot

Compliance criteria

Compliance criteria

Fixed annual remuneration was the only
form of monetary remuneration payable
to directors for their service on the board
of directors during the reporting period.

Compliance
status

Partial

Reasons for non-compliance

PJSC Aeroflot has in place
the Long-Term Incentive
Programme for members
of PJSC Aeroflot’s Board
of Directors providing for
a variable component
of remuneration, which
depends on PJSC Aeroflot’s
capitalisation, in addition to
the fixed component. Starting
from 1 January 2019, the
launch of a new Long-Term
Incentive Programme based
on the level of PJSC Aeroflot’s
operational KPIs has been
planned.

4.2.2

Long-term ownership of the company’s
shares helps align the financial interests
of directors with long-term interests of
shareholders to the utmost. At the same
time, the company does not link the right
to dispose of shares to performance
targets, and directors do not participate
in stock option plans.

If the company’s internal document(s)
– the remuneration policy (policies)
stipulates (stipulate) provision of the
company’s shares to members of the
board of directors, clear rules for share
ownership by board members are to
be defined and disclosed, aimed at
stimulating long-term ownership of such
shares.

Full

4.2.3

The company does not provide for any
extra payments or compensations in the
event of early termination of directors’
tenure, resulting from the change of
control or any other reasons whatsoever.

The company does not provide for any
extra payments or compensations in the
event of early termination of directors’
tenure, resulting from the change of
control or any other reasons whatsoever.

Full

4.3

The company reviews its performance and the personal contribution of each executive to the achievement of such
performance when determining the amount of a fee payable to members of the executive bodies, and other key executives
of the company.

4.3.1

Remuneration due to members of
executive bodies, and other key
executives of the company is determined
in a manner providing for reasonable and
justified ratio of the fixed and variable
components of remuneration, depending
on the company’s results and the
employee’s personal contribution.

Full

1. In the reporting period, annual
performance results approved by
the board of directors were used to
determine the amount of the variable
component of remuneration due to
members of executive bodies, and
other key executives of the company.
2. During the latest assessment of the
system of remuneration of members
of executive bodies, and other key
executives of the company, the board
of directors (remuneration committee)
made sure that the company applies
an efficient ratio of the fixed and
variable remuneration components. 3.
The company has in place a procedure
that guarantees return to the company
of bonus payments illegally received by
members of executive bodies, and other
key executives of the company.

PJSC Aeroflot’s Policy on
Remuneration of Directors
does not imply the provision of
PJSC Aeroflot shares to Board
members.
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Compliance criteria

Compliance
status

Reasons for non-compliance

No.

Corporate governance principles

4.3.2

The company has in place a long-term
incentive programme for members
of executive bodies, and other key
executives of the company with the use
of the company’s shares (options and
other derivative instruments where the
company’s shares are the underlying
asset).

1. The company has in place a longterm incentive programme for members
of executive bodies, and other key
executives of the company with the
use of the company’s shares (financial
instruments based on the company’s
shares). 2. The long-term incentive
programme for members of executive
bodies, and other key executives of the
company implies that the right to dispose
of shares and other financial instruments
used in this programme takes effect at
least three years after such shares or
other financial instruments are granted.
The right to dispose of such shares or
other financial instruments is linked to the
company’s performance targets.

Full

The Long-Term Incentive
Programme for members of
executive bodies and other
key executives, approved
by PJSC Aeroflot, does not
use PJSC Aeroflot shares or
financial instruments based
on them.

5.2

The company performs internal audit for regular independent assessment of the reliability and performance of risk
management and internal controls and the corporate governance practice.

5.2.1

The company set up a separate business
unit or engaged an independent external
organisation to carry out internal audits.
Functional and administrative reporting
lines of the internal audit department
are delineated. The internal audit unit
functionally reports to the board of
directors.

1. To perform internal audits, the
company set up a separate business
unit – internal audit division, functionally
reporting to the board of directors or
to the audit committee, or engaged
an independent external organisation
with the same line of reporting.

Full

The internal audit division assesses the
performance of the internal controls,
risk management, and corporate
governance. The company applies
generally accepted standards of internal
audit.

Full

In the reporting period, the compensation
(golden parachute) payable by the
company in case of early termination of
the powers of executive bodies or key
executives at the company’s initiative,
provided that there have been no
actions in bad faith on their part, did not
exceed the double amount of the fixed
component of their annual remuneration.

Full

1. In the reporting period, the
performance of the internal controls
and risk management was assessed as
part of the internal audit procedure. 2.
The company applies generally accepted
approaches to internal audit and risk
management.

03

APPENDIXES

04

4.3.3

The compensation (golden parachute)
payable by the company in case of early
termination of powers of members of
executive bodies or key executives at
the company’s initiative, provided that
there have been no actions in bad faith
on their part, does not exceed the double
amount of the fixed component of their
annual remuneration.

5.2.2

5.1

The company has in place effective risk management and internal controls providing reasonable assurance in the
achievement of the company’s goals.

5.1.1

The company’s board of directors
determined the principles of and
approaches to organising risk
management and internal controls at the
company.

Functions of different governing bodies
and units of the company in risk
management and internal controls are
clearly defined in the company’s internal
documents / relevant policy approved by
the board of directors.

Full

5.1.2

The company’s executive bodies ensure
establishment and continuous operation
of effective risk management and internal
controls at the company.

The company’s executive bodies
ensured the distribution of functions
and powers related to risk management
and internal controls between the
heads (managers) of business units and
departments accountable to them.

Full

5.1.3

The company’s risk management and
internal controls ensure an objective,
fair, and clear view of the current state
and future prospects of the company,
the integrity and transparency of
the company’s reporting, as well
as reasonable and acceptable risk
exposure.

1. The company has in place
an approved anti-corruption policy. 2.
The company established an accessible
method of notifying the board of directors
or the board’s audit committee of
breaches or any violations of the law,
the company’s internal procedures, and
conduct code.

Full

5.1.4

The company’s board of directors takes
necessary measures to make sure
that the company’s risk management
and internal controls are consistent
with the principles of, and approaches
to, its setup determined by the board
of directors, and that the system is
functioning efficiently.

In the reporting period, the board of
directors or the board’s audit committee
assessed the performance of the
company’s risk management and internal
controls. Key results of this assessment
are included in the company’s annual
report.

Full

Compliance
status

Reasons for non-compliance

01
01
02
03
04

6.1

The company and its operations are transparent for its shareholders, investors, and other stakeholders.

6.1.1

The company developed and
implemented an information policy
ensuring efficient exchange of information
by the company, its shareholders,
investors, and other stakeholders.

1. The company’s board of directors
approved an information policy
developed in accordance with the
Code’s recommendations. 2. The board
of directors (or one of its committees)
reviewed the matters of the company’s
compliance with its information policy at
least once in the reporting period.

Full

6.1.2

The company discloses information on
its corporate governance framework and
practice, including detailed information
on compliance with the principles and
recommendations of the Code.

1. The company discloses information
on its corporate governance and general
principles of corporate governance,
including disclosure on its website. 2.
The company discloses information on
the membership of its executive bodies
and board of directors, independence
of the directors and their membership
in the board of directors’ committees
(as defined by the Code). 3. If the
company has a controlling person, the
company publishes a memorandum
of the controlling person setting out
this person’s plans for the company’s
corporate governance.

Full

APPENDIXES
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6.2

The company makes timely disclosures of complete, updated, and reliable information to allow shareholders and investors
to make informed decisions.

6.2.1

The company discloses information
based on the principles of regularity,
consistency and promptness, as well as
availability, reliability, completeness, and
comparability of disclosed data.

01
02
03
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6.2.2

The company avoids a formalistic
approach to information disclosure and
discloses material information on its
operations, even if disclosure of such
information is not required by law.

Compliance criteria

Compliance
status

1. The company’s information policy
sets out approaches to, and criteria for,
identifying information that can have
a material impact on the company’s
evaluation and the price of its securities,
as well as procedures ensuring timely
disclosure of such information. 2. If the
company’s securities are traded on
foreign organised markets, the company
ensured concerted and equivalent
disclosure of material information in
the Russian Federation and in the said
markets in the reporting year. 3. If foreign
shareholders hold a material portion
of the company’s shares, the relevant
information was disclosed both in the
Russian language and one of the most
widely used foreign languages in the
reporting period.

Full

1. In the reporting period, the company
disclosed annual and 6M financial
statements prepared under the IFRS.
The company’s annual report for
the reporting period included annual
financial statements prepared under the
IFRS, along with the auditor’s report.
2. The company discloses complete
information on its capital structure, as
stated in Recommendation 290 of the
Code, in its annual report and on the
corporate website.

Full

1. The company’s annual report contains
information on the key aspects of its
operational and financial performance.
2. The company’s annual report contains
information on the environmental
and social aspects of the company’s
operations.

Full

Reasons for non-compliance

6.2.3

The company’s annual report, as
one of the most important tools of its
information exchange with shareholders
and other stakeholders, contains
information enabling assessment of the
company’s annual performance results.

6.3

The company provides information and documents requested by its shareholders in accordance with principles of fairness
and ease of access.

6.3.1

The company provides information and
documents requested by its shareholders
in accordance with principles of fairness
and ease of access.

The company’s information policy
establishes the procedure for providing
shareholders with easy access to
information, including information on legal
entities controlled by the company, as
requested by shareholders.

Full

6.3.2

When providing information to
shareholders, the company ensures
reasonable balance between the interests
of particular shareholders and its own
interests consisting in preserving the
confidentiality of important commercial
information which may materially affect its
competitive edge.

1. In the reporting period, the company
did not refuse any shareholder requests
for information, or such refusals were
justified. 2. In cases defined by the
information policy, shareholders are
warned of the confidential nature of the
information and undertake to maintain its
confidentiality.

Full

No.

Corporate governance principles

Compliance criteria

Compliance
status

Reasons for non-compliance

7.1

Actions that materially affect or may affect the company’s share capital structure and its financial position and accordingly
the position of its shareholders (“material corporate actions”) are taken on fair terms ensuring that the rights and interests
of the shareholders and other stakeholders are observed.

7.1.1

Material corporate actions include
reorganisation of the company,
acquisition of 30% or more of the
company’s voting shares (takeover),
execution by the company of major
transactions, increase or decrease of
the company’s authorised capital, listing
or de-listing of the company’s shares,
as well as other actions which may
lead to material changes in the rights of
shareholders or violation of their interests.
The company’s articles of association
provide for a list (criteria) of transactions
or other actions classified as material
corporate actions within the authority of
the company’s board of directors.

1. The company’s articles of association
include a list of transactions or other
actions deemed to be material corporate
actions, and their identification criteria.
Resolutions on material corporate
actions are referred to the jurisdiction of
the board of directors. When execution
of such corporate actions is expressly
referred by law to the jurisdiction of the
general meeting of shareholders, the
board of directors presents relevant
recommendations to shareholders. 2.
According to the company’s articles of
association, material corporate actions
include at least: company reorganisation,
acquisition of 30% or more of the
company’s voting shares (in case of
takeover), entering in major transactions,
increase or decrease of the company’s
authorised capital, listing or de-listing of
the company’s shares.

Full

7.1.2

The board of directors plays a key
role in passing resolutions or making
recommendations on material corporate
actions, relying on the opinions of the
company’s independent directors.

The company has in place a procedure
enabling independent directors to
express their opinions on material
corporate actions prior to approval
thereof.

Full

7.1.3

When taking material corporate
actions affecting the rights or legitimate
interests of shareholders, equal terms
and conditions are guaranteed for all
shareholders of the company; if the
statutory procedure designed to protect
shareholders’ rights proves insufficient,
additional measures are taken to protect
their rights and legitimate interests.
In doing so, the company is guided by
the corporate governance principles set
forth in the Code, as well as by formal
statutory requirements.

1. Due to specifics of the company’s
operations, the company’s articles of
association contain less stringent minimal
criteria for material corporate actions
than required by law. 2. All material
corporate actions in the reporting period
were duly approved before they were
taken.

Full
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7.2

The company performs material corporate actions in such a way as to ensure that shareholders timely receive complete
information about such actions, allowing them to influence such actions and guaranteeing adequate protection of their
rights when performing such actions.

7.2.1

Information about material corporate
actions is disclosed with explanations
of the grounds, circumstances, and
consequences.

In the reporting period, the company
disclosed information about its material
corporate actions in due time and in
detail, including the grounds for, and
timelines of, such actions.

Full

Rules and procedures related to material
corporate actions taken by the company
are set out in the company’s internal
documents.

1. The company’s internal documents
set out a procedure for engaging
an independent appraiser to estimate
the value of assets either disposed
of or acquired in a major transaction
or a related-party transaction. 2.
The company’s internal documents
set out a procedure for engaging
an independent appraiser to estimate
the value of shares acquired and bought
back by the company. 3. The company’s
internal documents provide for
an expanded list of grounds on which
members of the company’s board of
directors, as well as other persons as
per the applicable law, are deemed to
be related parties to the company’s
transactions.

Partial

03
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7.2.2

Compliance criteria

Compliance
status

Reasons for non-compliance

Information About the Programme
for Disposal of Non-Core Assets
The Programme for Disposal of PJSC Aeroflot’s Non-Core Assets (version No. 7) was approved by PJSC Aeroflot’s Board of Directors on
21 December 2017. The Action Plan to Dispose of PJSC Aeroflot’s Non-Core Assets until 2019 and Register of PJSC Aeroflot’s Non-Core
Assets were approved by the Board of Directors on 8 May 2019.

No internal documents are
in place; however, relevant
procedures are put into
practice. PJSC Aeroflot
intends to achieve full
compliance with this principle
of the Code in the future.

The Programme contains criteria for classification of assets as non-core, the non-core asset register, information on encumbrances, book and
market value, approach to selecting assets for disposal, as well as disposal methods, procedures and timescales.
The non-core assets owned by PJSC Aeroflot include property and property rights which are outside its flight services, but may be closely
related to the development of the Company’s end product.
The Company’s approach to technological (non-core) assets that have a significant impact on the core business of PJSC Aeroflot:
4 Compare benefits from these assets (discounts, reduction in prices and rates, improvement of PJSC Aeroflot’s product quality) with the
cost of ownership
4 Monitor the effectiveness of corporate control
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Assets are sold if ownership is found to be ineffective and the corporate control – insufficient.
Technological assets that have a low impact on the core business of PJSC Aeroflot are evaluated in terms of the cost of, and the need for,
ownership, based on non-production criteria (achievement of non-commercial objectives, type of business, goodwill, etc.). These assets are
disposed of if the effect of ownership is insignificant.
Real estate assets are analysed to determine their highest and best use for the airline’s operational and commercial activities.
There were no contracts to purchase/sell securities/interest in non-core entities signed in 2019.

Asset

Inventory number

Asset balance sheet item
containing the asset as at
the reporting date prior its
disposal

49% stake in the share
capital of Transnautic Aero
GmbH

1,170 (long-term
financial investments)

9,121,400,030 –
expenses on the sale
of securities (outside of
exchanges). Writing the
asset off the balance

PJSC Aeroflot

TOTAL

Accounting
items (analytics
included)
containing asset
disposal income
and expense

Book value of
the asset,
RUB
thousand

Actual cost
of disposal,
RUB
thousand

Actual cost of
disposal vs
book value,
RUB
thousand

105,154

0

(105,154)

Asset
liquidation

105,154

0

(105,154)

PJSC Aeroflot

Disposal of PJSC Aeroflot’s non-core assets in 2019

Energy consumption
LLC A-Technics

01
02

Heat, Gcal

03

Aviation fuel, tonnes

04

Aviation lubricants, litres

APPENDIXES

Electricity, kWh

Motor fuel, litres

by volume

RUB thousand (net of VAT)

29,739,547

146,176

37,901

68,308

2,962,624

128,520,910

305,797

257,239

2,721,693

122,320

Heat, Gcal*
Aviation lubricants, litres**
Motor fuel, litres

RUB thousand (net of VAT)

2,207,314

11,956

01

2,130

1,387

01
02

30,488

20,792

03

229,970

9,112

04

* The total gas consumption in 2019 was 269,700 cubic metres, including the consumption by the gas boiler house in Orenburg.
** Aviation lubricants were only used in the maintenance and repair of customers’ aircraft and not used for the Company’s own needs.

JSC Rossiya Airlines
JSC Aeromar
Electricity, kWh
Heat, Gcal
Aviation fuel, tonnes
Aviation lubricants, litres
Motor fuel, litres

by volume

RUB thousand (net of VAT)

4,655,153

29,819

9,832

20,855

878,314

38,328,325

98,357

85,057

770,743

30,456

Electricity, kWh
Heat, Gcal
Motor fuel, litres

by volume

RUB thousand (net of VAT)

20,032,817

92,535

2,632

5,486

1,832,366

74,224

by volume

RUB thousand (net of VAT)

6,405,703

30,157

Note. Excluding subsidiaries and associates.

JSC Sherotel and Aeroflot Aviation School

JSC Aurora Airlines
by volume

RUB thousand (net of VAT)

2,487,932

12,572

Electricity, kWh

3,049

16,890

Heat, Gcal

2,883

5,082

Aviation fuel, tonnes

90,022

4,368,811

Motor fuel, litres

3,072

103,779

Aviation lubricants, litres

18,601

17,551

710,474

30,639

Electricity, kWh
Heat, Gcal

Motor fuel, litres

PJSC Aeroflot

Electricity, kWh

by volume
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Rossiya airline

Aeroflot airline
2015

2016

2017

2018

2019

2015

2016

2017

2018

2019

01

Passenger traffic, thousand PAX

26,111.7

28,977.9

32,845.2

35,762.5

37,220.7

Passenger traffic, thousand PAX

9,066.9

8,800.3

11,152.7

11,140.3

11,553.1

01

01
02

International flights

13,445.4

14,873.7

17,154.1

18,213.9

19,423.4

International flights

2,342.1

2,627.1

4,136.0

4,352.9

4,921.3

01
02

03

Domestic flights

12,666.3

14,104.2

15,691.1

17,548.6

17,797.3

Domestic flights

6,724.7

6,173.2

7,016.7

6,787.4

6,631.7

Passenger turnover, million RPK

74,115.9

82,693.3

91,809.9

97,955.8

101,640.1

16,982.1

20,482.3

28,119.2

29,600.9

33,698.5

International flights

46,774.4

53,339.0

60,669.4

64,044.1

68,923.8

5,795.4

8,552.8

13,889.0

14,795.8

16,645.2

Domestic flights

27,341.5

29,354.3

31,140.5

33,911.7

32,716.3

Domestic flights

11 186.7

11,929.5

14,230.2

14,805.0

17,053.4

Available seat-kilometres, million ASK

22,913.9

25,245.4

33,300.9

34,178.5

39,503.6

7,615.0

9,892.2

15,248.2

16,423.2

18,886.0

International flights

Available seat-kilometres, million ASK

93,471.1

101,757.9

112,246.0

121,661.9

128,295.0

International flights

60,209.1

67,387.0

75,315.6

81,464.7

88,244.8

International flights

Domestic flights

33,262.0

34,370.9

36,930.4

40,197.2

40,050.2

Domestic flights

15,298.9

15,353.2

18,052.6

17,755.3

20,617.6

74.1

81.1

84.4

86.6

85.3

Passenger load factor, %

79.3

81.3

81.8

80.5

79.2

Passenger load factor, %

International flights

77.7

79.2

80.6

78.6

78.1

International flights

76.1

86.5

91.1

90.1

88.1

Domestic flights

82.2

85.4

84.3

84.4

81.7

Domestic flights

73.1

77.7

78.8

83.4

82.7

14.6

22.8

32.8

33.2

37.4

2.1

1.5

2.2

2.8

4.4

135.1

175.5

226.6

223.8

217.8

Cargo and mail carried, thousand tonnes

International flights

74.6

96.1

148.7

152.3

147.4

International flights

Domestic flights

60.5

79.4

77.9

71.5

70.5

Cargo and mail carried, thousand tonnes

Domestic flights
Revenue tonne-kilometres, million TKM

12.5

21.3

30.6

30.4

33.0

1,558.3

1,936.2

2,681.5

2,824.2

3,225.9

526.6

773.4

1,261.8

1,349.2

1,526.7

Revenue tonne-kilometres, million TKM

7,291.0

8,253.1

9,316.5

9,861.7

10,144.0

International flights

4,571.1

5,264.6

6,199.0

6,515.4

6,931.0

International flights

Domestic flights

2,719.9

2,988.5

3,117.5

3,346.3

3,213.0

Domestic flights

1,031.7

1,162.8

1,419.7

1,475.0

1,699.2

2,478.5

2,917.0

3,948.2

4,053.0

4,849.8

826.2

1,097.2

1,660.3

1,791.3

2,125.3

11,706.1

12,694.6

13,676.8

14,630.7

15,471.6

Available tonne-kilometres, million TKM

International flights

7,548.6

8,412.0

9,228.5

9,880.4

10,820.7

International flights

Domestic flights

4,157.5

4,282.6

4,448.3

4,750.3

4,650.8

Available tonne-kilometres, million TKM

Domestic flights

Revenue load factor, %

62.3

65.0

68.1

67.4

65.6

Revenue load factor, %

International flights

60.6

62.6

67.2

65.9

64.1

International flights

Domestic flights

65.4

69.8

70.1

70.4

69.1

Domestic flights

1,652.3

1,819.8

2,287.9

2,261.7

2,724.5

62.9

66.4

67.9

69.7

66.5

63.7

70.5

76.0

75.3

71.8

62.4

63.9

62.1

65.2

62.4

82,106

68,590

75,182

73,478

71,184

Revenue flights

206,228

218,734

243,317

273,177

291,743

Revenue flights

International flights

104,336

110,149

121,003

134,291

142,344

International flights

20,778

18,511

22,391

23,539

24,887

Domestic flights

101,892

108,585

122,314

138,886

149,399

Domestic flights

61,328

50,079

52,791

49,939

46,297

Flight hours, hours

594,863

639,524

702,807

778,795

833,574

Flight hours, hours

190,446

178,969

200,798

200,802

207,638

03
04
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Passenger turnover, million RPK

PJSC Aeroflot

PJSC Aeroflot

Note. For 2015–2016 сonsolidated data for Rossiya, Donavia and Orenair airlines.

Aurora airline
2015

2016

2017

2018

2019

3,089.7

4,285.9

4,582.8

7,184.8

10,287.2

6.2

473.6

875.0

1,765.9

2,321.7

International flights

Domestic flights

3,083.5

3,812.3

3,707.7

5,418.9

7,965.6

Domestic flights

Passenger turnover, million RPK

4,668.4

6,712.9

7,929.4

13,105.2

18,528.3

12.3

1,050.5

1,913.8

3,829.5

5,191.5

Domestic flights

4,656.1

5,662.4

6,015.6

9,275.7

13,336.9

03

Available seat-kilometres, million ASK

5,746.3

7,605.5

8,419.0

13,925.2

19,706.7

04

International flights

17.8

1,334.0

2,084.4

4,122.1

5,682.3

5,728.5

6,271.5

6,334.6

9,803.1

14,024.4

Passenger traffic, thousand PAX
International flights

01
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International flights

Domestic flights

2016

2017

2018

2019

1,124.8

1,376.2

1,548.2

1,622.7

1,657.7

234.7

314.4

384.6

404.5

451.8

890.1

1,061.8

1,163.7

1,218.2

1,206.0

1,869.7

2,221.8

2,363.7

2,488.5

2,385.5

370.6

490.1

562.1

580.1

640.4

Domestic flights

1,499.1

1,731.7

1,801.6

1,908.4

1,745.1

Available seat-kilometres, million ASK

2,609.8

3,045.2

3,244.8

3,309.0

3,350.1

03

647.7

721.1

781.1

833.0

953.0

04

1,962.1

2,324.1

2,463.7

2,476.0

2,397.1

Passenger traffic, thousand PAX

Passenger turnover, million RPK
International flights

International flights
Domestic flights

Passenger load factor, %

81.2

88.3

94.2

94.1

94.0

Passenger load factor, %

71.6

73.0

72.8

75.2

71.2

International flights

68.8

78.8

91.8

92.9

91.4

International flights

57.2

68.0

72.0

69.6

67.2

Domestic flights

81.3

90.3

95.0

94.6

95.1

Domestic flights

76.4

74.5

73.1

77.1

72.8

0.3

0.3

6.0

38.5

54.4

Cargo and mail carried, thousand tonnes

6.2

7.2

7.9

8.3

7.4

–

–

2.0

15.5

20.5

International flights

0.4

0.4

0.4

0.5

0.6

0.3

0.3

4.0

23.0

33.9

Domestic flights

5.8

6.8

7.5

7.8

6.8

420.7

604.6

725.7

1,258.2

1,779.4

180.3

213.8

227.5

239.1

227.5

1.1

94.5

176.6

377.9

514.2

34.0

44.8

51.3

53.0

58.5

Domestic flights

419.6

510.1

549.1

880.3

1,265.3

Domestic flights

146.3

169.0

176.2

186.1

169.0

Available tonne-kilometres, million TKM

601.0

800.3

875.2

1,432.5

2,041.0

Available tonne-kilometres, million TKM

287.3

335.1

343.1

360.2

359.2

1.9

140.5

212.5

419.9

582.5

75.4

84.4

84.4

93.6

107.7

599.1

659.8

662.7

1,012.5

1,458.5

211.9

250.7

258.7

266.6

251.5

Revenue load factor, %

70.0

75.6

82.9

87.8

87.2

Revenue load factor, %

62.8

63.8

66.3

66.4

63.3

International flights

58.2

67.3

83.1

90.0

88.3

International flights

45.1

53.0

60.8

56.6

54.3

Domestic flights

70.0

77.3

82.9

86.9

86.7

Domestic flights

69.1

67.4

68.1

69.8

67.2

20,057

25,668

25,761

40,430

57,937

15,441

18,861

24,213

24,370

25,145

Cargo and mail carried, thousand tonnes
International flights
Domestic flights
Revenue tonne-kilometres, million TKM
International flights

International flights
Domestic flights

Revenue flights
International flights

PJSC Aeroflot

2015

Revenue tonne-kilometres, million TKM
International flights

International flights
Domestic flights

Revenue flights

48

3,208

5,062

10,082

13,468

International flights

3,617

4,032

4,969

5,494

6,284

Domestic flights

20,009

22,460

20,699

30,348

44,469

Domestic flights

11,824

14,829

19,244

18,876

18,861

Flight hours, hours

41,016

53,892

59,830

98,285

139,284

Flight hours, hours

33,281

39,390

45,673

45,663

45,288

01
01
02
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GRI Standard

Disclosure

Section

203 (2016) Indirect Economic
Impacts

203-1 Infrastructure investments and services supported

Social Initiatives, 152–157

203-2 Significant indirect economic impacts

Social Initiatives, 152–157

302 (2016) Energy

103-1 Explanation of the material topic and its boundaries

Ecology and Environmental Protection,
159–160

GRI Standard

Disclosure

Section

GRI 102 (2016) Standard
Disclosures

102-1 Name of the organisation

Contact Information, 325

102-2 Activities, brands, products, and services

Aeroflot Group Airlines, 04–05

102-3 Location of headquarters

Contact Information, 325

102-4 Location of operations

Network, Traffic Rights and Alliances, 72–81

103-2 The management approach and its components

03

102-5 Ownership and legal form

Contact Information, 325

103-3 Evaluation of the management approach

04

102-6 Markets served

Airline Industry Overview, 24–29

303-1 Water withdrawal by source

102-7 Scale of the organisation

Aeroflot Group Today, 02–03

102-8 Information on employees and other workers

Personnel, 140–141

103-2 The management approach and its components

102-9 Supply chain

Procurement, 166–167

103-3 Evaluation of the management approach

102-10 Significant changes to the organisation and its
supply chain

IFRS Consolidated Financial Statements, 243

102-11 Precautionary principle or approach

Governed by the precautionary principle,
PJSC Aeroflot seeks to prevent any potential
environmental harm

102-12 External initiatives

Sustainable Development, 135
Corporate Governance System, 171

102-13 Membership of associations

Network, Traffic Rights and Alliances, 83
Information Technology and Innovation, 103

01
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201 (2016) Economic
Performance

203 (2016) Indirect Economic
Impacts

103-2 The management approach and its components
103-3 Evaluation of the management approach
303 (2016) Water

305 (2016) Emissions

302-1 Energy consumption within the organisation

Energy Consumption, 314

103-1 Explanation of the material topic and its boundaries

Ecology and Environmental Protection, 163

103-1 Explanation of the material topic and its boundaries

103-1 Explanation of the material topic and its boundaries

306-2 Waste by type and disposal method
307 (2016) Environmental
Compliance

103-1 Explanation of the material topic and its boundaries

102-18 Governance structure

Corporate Governance System, 170

102-41 Collective bargaining agreements

Personnel, 148

102-45 Entities included in the consolidated financial
statements

IFRS Consolidated Financial Statements, 240

102-46 Defining report content and topic boundaries

About this Report, cover

102-48 Restatements of information

About this Report, cover

102-49 Changes in reporting

About this Report, cover

102-50 Reporting period

About this Report, cover

102-51 Date of most recent report

About this Report, cover

102-52 Reporting cycle

About this Report, cover

102-53 Contact point for questions regarding the report

Contact Information, 325

102-54 Claims of reporting in accordance with the GRI
Standards

About this Report, cover

102-55 GRI content index

GRI Content Index, 381

103-2 The management approach and its components

103-1 Explanation of the material topic and its boundaries

Financial Review, 123–133

103-3 Evaluation of the management approach

103-2 The management approach and its components

Financial Review, 123–133

103-3 Evaluation of the management approach

Financial Review, 123–133

408-1 Operations and suppliers at significant risk for
incidents of child labour

201-1 Direct economic value generated and distributed

Financial Review, 123–133

103-3 Evaluation of the management approach

103-3 Evaluation of the management approach
307-1 Amount of significant fines and total number of
non-monetary sanctions imposed for non-compliance with
environmental laws and/or regulations
401 (2016) Employment

103-1 Explanation of the material topic and its boundaries

Personnel, 148–150

103-2 The management approach and its components
103-3 Evaluation of the management approach
401-2 Benefits provided to full-time employees that are not
provided to temporary or part-time employees
403 (2016) Occupational
Health and Safety

103-1 Explanation of the material topic and its boundaries

Personnel, 151

103-2 The management approach and its components
103-3 Evaluation of the management approach
403-2 Types of injury and rates of injury, occupational
diseases, lost days, and absenteeism, and number of workrelated fatalities

408 (2016) Child Labour

Social Initiatives, 152–157

Ecology and Environmental Protection, 159

103-2 The management approach and its components

Sustainable Development, 137

103-2 The management approach and its components

Ecology and Environmental Protection, 163

306-1 Water discharge by quality and destination

Message from the Chief Executive Officer, 23

103-1 Explanation of the material topic and its boundaries

Ecology and Environmental Protection,
161–162

103-3 Evaluation of the management approach

102-16 Values, principles, standards, and norms of
behaviour

Personnel, 148

04

103-2 The management approach and its components

102-14 Statement from senior decision-maker

201-3 Defined benefit plan obligations and other retirement
plans

01
02
03

305-1 Direct (Scope 1) GHG emissions
306 (2016) Effluence and
Waste

01

APPENDIXES

GRI Content Index

Annual Report 2019

321

409 (2016) Forced or
Compulsory Labour

103-1 Explanation of the material topic and its boundaries

103-1 Explanation of the material topic and its boundaries
103-2 The management approach and its components
103-3 Evaluation of the management approach
409-1 Operations and suppliers at significant risk for
incidents of forced or compulsory labour

Personnel, 139

Personnel, 139

PJSC Aeroflot
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Aviation terminology

Operational terminology

Aviation fuel – aviation fuel, lubricants, and special fluids.

Passenger traffic (PAX) – the number of passengers carried by an airline: Direct PAX – passengers flying directly between their origin and
destination. Transit PAX – passengers flying with a stop-over in a hub airport on their way from origin to destination.

01
01
02

Routes – domestic routes, international routes.

03

Code Sharing – agreement on joint commercial operation of a flight by two or more airlines, one of which acts as the operator (operates the
flight in addition to selling tickets), while the others act as marketing partners (selling tickets only).

APPENDIXES

Network Carrier – an airline that, unlike low-cost carriers, offers a wide variety of services through one or more hubs with connecting flights.

Passenger-Kilometres/Tonne-Kilometres – metrics used in the aviation industry to measure operating performance:
Available Seat-Kilometres (ASK) – a measure of an airline’s carrying capacity offered for the market, derived from multiplying the available
seats on any given aircraft by the number of kilometres flown on a given flight. ASK is measured in seat-kilometres;
Revenue Passenger-Kilometres (RPK) – a measure of available capacity actually used, calculated by multiplying the number of paying
passengers on any given flight by the distance travelled. RPK is measured in passenger-kilometres;

TCH – Transport Clearing House.

Available Tonne-Kilometres (ATK) – a measure of an airline’s total capacity (both passenger and cargo), calculated by multiplying
the capacity in number of tonnes available for the transportation of passengers and cargo by the distance flown. ATK is measured in
tonne-kilometres;

Hub – a hub airport is a central connection point for many different flights: passengers and goods are transported from their departure point to
a hub, from which they are carried to their final destination on another plane with other passengers and goods from other parts of the world.

Revenue Tonne-Kilometres (TKМ) – a measure of an airline’s cargo and passenger carriage capacity utilisation, calculated by multiplying
of tonne of freight (passengers, calculated at 90 Kg per passenger) by the distance flown. RTK is measured in tonne-kilometres.

Maintenance, Repair, and Overhaul (MRO) – Technical maintenance, ongoing repairs, and major renovations to aircraft.

BSP/ARC (Billing and Settlement Plan / Airline Reporting Corporation) – settlement systems between agents and airlines, organised
by IATA, that facilitate and simplify air transportation sales on neutral forms (not owned by any airline) thereby offering airlines the opportunity
to expand their market presence, minimise financial risks and reduce expenses incurred through the maintenance of sales systems. ARC is
an analogous system operated in the United States.
GDS (Global Distribution System) – a global computerised booking network used as a single access point by travel agents, online booking
websites, or large corporates to book (reserve) tickets on airlines’ flights, as well as hotel rooms, rental cars, etc.
NDC (New Distribution Capability) – a new aviation industry standard (standards) being developed by the IATA to provide airlines with more
opportunities to sell their services to passengers both via own channels (such as a website or sales offices), and travel agents. Airlines will be
able to customise and offer their air products across all sales channels, improve investment performance, and manage air product pricing.
The benefits for passengers will include a simple and convenient access to an airline’s products and services, as well as the opportunity
to compare offers from different airlines on a range of metrics. Travel agents will be able to provide both a wider offering of products and
services, and easier access to them.
IATA (International Air Transportation Association) – IATA, founded in 1945, is the prime vehicle for inter-airline cooperation in promoting
safe, reliable, secure, and economical air services – for the benefit of the world’s consumers.
ICAO (International Civil Aviation Organization) – an international civil aviation body established following the signing of the Chicago
Convention on International Civil Aviation in 1944. It is a specialized UN agency responsible for developing international standards,
recommended practices and regulations regarding the technical, economic, and legal aspects of international civil aviation.
IOSA (International Operational Safety Audit) – The IATA IOSA program is an internationally recognized and accepted evaluation system
designed to assess a company’s: organization and operational management, flight operations, engineering and technical maintenance of
aircraft, ground service for aircraft, the operational control systems including maintenance management and flight scheduling, on-board
service, aviation safety, and provisions for transporting cargo and hazardous cargo.

Annual Report 2019

Glossary
Low-Cost Carrier (LCC) – an airline that offers lower fares than traditional airlines, reflecting limited service provision, while also charging
additional fees for on-board and airport services.
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Passenger Load Factor (PLF) – a measure for an airline’s capacity utilisation, defined as the ratio between RPK and ASK.
Revenue Load Factor – the ratio between the number of tonne kilometres and the available tonne kilometres.
Origin and Departure points (O&D) – locations between which passengers are transported. This term is used in measuring the quantitative
indicators of various markets, as defined by arrival and departure points, irrespective of whether direct or transit traffic is involved.

Financial terminology
Unit revenue and cost – key performance measures in the aviation industry, defined as revenue or cost for ASK or RPK:
Yield – the ratio between passenger revenue and revenue passenger-kilometres;
Revenue per Available Seat-Kilometre (RASK) – the ratio between revenue (either passenger revenue or total revenue) and available
seat-kilometres;
Cost per Available Seat-Kilometre (CASK) – the ratio between operating expenses and available seat-kilometres.
Total Shareholder Return (TSR) – measures the return on investment for shareholders, taking into account the share price appreciation and
dividends paid.
EBITDA – earnings before interest, taxes, depreciation, and amortization. Aeroflot includes customs duties in this indicator.
EBITDAR – earnings before interest, taxes, depreciation, amortization, and operating lease expenses (rent costs). Aeroflot includes customs
duties in this indicator.

PJSC Aeroflot

PJSC Aeroflot

ISO – The International Organization for Standardization.

Disclaimer on Forward-Looking Statements

Contact Information

This Report has been prepared based on the information available to the Company as at the time of reporting, including information obtained
from third parties. The Company reasonably believes that this information is complete and accurate as at the publication date of this Report;
however, it does not make any representation or warranty that this information will not be updated, revised, or otherwise amended in the
future.

Full name – Public Joint Stock Company “Aeroflot – Russian Airlines”

01
01
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This Report includes estimates or forward-looking statements related to operating, financial, economic, social and other metrics that can be
used to assess the performance of PJSC Aeroflot and Aeroflot Group. The Company does not make any representation or warranty that the
results anticipated by such forward-looking statements will be achieved. The Company shall not be liable to any individual or legal entity for
any loss or damage which may arise from their reliance on such forward-looking statements.
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Abbreviated – PJSC Aeroflot
Certificate of registration in the Unified State Register of Legal Entities issued by the Moscow Department
of the Russian Ministry of Taxes and Levies on 2 August 2002, No. 1027700092661

01

Taxpayer Identification Number – 7712040126

01
02

Location – 1 Arbat Str., Moscow, Russian Federation

03

Postal address – 1 Arbat Str., Moscow, 119019, Russian Federation

04

Corporate Governance Department
Tel.: +7 (495) 258-0684
E-mail: emitent@aeroflot.ru
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For Russian retail shareholders

For investors
Investor Relations
Tel.: +7 (495) 258-0686
E-mail: ir@aeroflot.ru

Press Service
Tel.: +7 (499) 500-7387, (495) 752-9071
E-mail: presscentr@aeroflot.ru

Registrar
JSC R.O.S.T.
Building 13, 18, Stromynka Street, Moscow, 107076
Tel.: +7 (495) 989-7650, +7 (495) 780-7363
E-mail: info@rrost.ru

Sheremetyevo Branch of the Registrar
Aeroflot Aviation Personnel Training Department, Building 6, Terminal B, Sheremetyevo Airport, Khimki, Moscow Region

PJSC Aeroflot

PJSC Aeroflot

Tel.: +7 (495) 578-3680

