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Aeroflot Group is Russia’s largest
airline group and one of Europe’s
leading airlines.

In 2015, the Group significantly strengthened its market position
thanks to its effective strategy, which is well adapted to external conditions and is founded on having a presence in different market segments, and also to our proactive approach to addressing changes in
the external environment and our focus on financial discipline.
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AEROFLOT
GROUP’S AIRLINES

AEROFLOT

ROSSI YA

ORENA IR

DONAV I A

AUROR A

POBEDA

Aeroflot is Russia’s biggest carrier and
one of the oldest airlines in the world.
Aeroflot is based in Moscow at
Sheremetyevo Airport.

Rossiya is one of Russia’s largest
carriers and the market leader
in the North-West of the country.
Based in St Petersburg, the company
operates most of its domestic and
international flights from Pulkovo
Airport.

Orenair operates charter flights and
scheduled domestic flights. ORENAIR
is based at Orenburg Airport, as well
as Domodedovo and Vnukovo airports
in Moscow.

Donavia is the largest regional carrier
operating in Southern Russia. Donavia
is based at Rostov-on-Don, Krasnodar
and Mineralnye Vody airports and
operates scheduled flights primarily
within Russia and to a number
of international destinations, mostly
in the CIS.

Aurora is the Group’s carrier
in the Russian Far East. It is based at
Vladivostok, Yuzhno-Sakhalinsk and
Khabarovsk airports and operates
flights between major cities in the Far
East and Siberia.

Pobeda is the Group’s low-cost
carrier, launched to further increase
population mobility. Pobeda is based
at Vnukovo Airport in Moscow.

4.8

2.8

26.1

million passengers

93.5

billion ASK
available seatkilometres
passenger load factor

79.3%
74.1

billion RPK
passenger turnover
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46 domestic routes
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56 domestic routes

87 international routes
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66.3%

12.1%

7.2%

3.7%

2.9%

7.8%

Note: domestic and international routes include only scheduled routes of respective airline.
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2015 RESULTS
Aeroflot Group’s strengths are shaped and determined by effective
strategy and its implementation. The Group sets high standards that
are the benchmark for the Russian air transportation market.

SET TING
THE STANDARD
FOR STABILIT Y

SET TING
THE STANDARD
FOR SC ALE

SET TING
THE STANDARD
FOR TR ANSPARENC Y

SETTING
THE STANDARD
FOR RESPONSIBILITY

SET TING
THE STANDARD
FOR CONFIDENCE

The Group’s strategy and presence
in different market segments help
the Group be resilient to external
economic factors and deliver strong
operating results.

The Group has an extensive route
network covering Russia, foreign
capital cities, and major financial
and tourist centres. Partnerships
with other airlines and membership
of the SkyTeam alliance expand
the Group’s offering to passengers.

The Group continuously strives
to improve its corporate governance
and increase transparency through
a number of projects in this area.

Aeroflot Group actively contributes
to Russia’s social development by
ensuring population mobility and
the accessibility of Russia’s regions.
The Group aims to establish stable,
mutually beneficial and transparent
relationships with all stakeholders,
including above all its passengers
and employees.

Strong financial performance is
a key priority for Aeroflot Group.
Despite the significant impact
of macroeconomic volatility on
the industry as a whole, in 2015
Aeroflot succeeded in transforming
these external challenges into
drivers of the Group’s performance.

share of the Russian air
transportation market

319 scheduled routes
39.4 million passengers

54 countries

↑ 13.4%

increase
in passenger traffic

40.7%

↑ 32.5%

domestic passenger traffic
increase

262 

↑ 7.8%

6

increase in Aeroflot airline’s
international passenger
traffic

2015 ANNUAL REPORT

4.4

Responsible approach
to employees – medical check-ups,
health resort treatment for flight
crew and other employees, private
pension plans

36.7%

share of international
passenger traffic

aircraft in the fleet (2015 YE)

Aeroflot is a member
of the SkyTeam
global alliance

3 

independent directors
on the Board of Directors

Incorporation of of best corporate
governance practices and compliance
with the key requirements
of the Corporate Governance Code

40.9%

free float

AEROFLOT – SET TING
THE STANDARD
FOR QUALIT Y

years

average age of the Aeroflot
airline’s fleet

Support for World War II veterans –
over 20 thousand veterans and
accompanying passengers carried as part
of the Comrades in Arms campaign

RUB 415.2 billion revenue

Helping children in need
of medical treatment – over
6.8 thousand tickets issued as part
of the Mercy Miles project

RUB 58.7  billion EBITDA
14.1%

Support for Russian sports, culture,
and cinema

RUB 69.7  operating activities

↑ 29.8% y-o-y revenue growth

EBITDA margin

billion cash flow from

99.978%
Aeroflot airline’s
flight safety level

72%

Aeroflot airline’s
Net Promoter Score
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HIGHLIGHTS

OPER ATING HIGHLIGHTS – AEROFLOT GROUP

FINANCI AL HIGHLIGHTS – AEROFLOT GROUP

Passenger traffic, million PAX

Revenue, RUB billion

Passenger load factor, %

1.3
67.6%
10.7%
16.5%

14.3%

27.5

60.1%
0.5

0.1

31.4

34.7

13.4%

39.4

78.1

78.2

77.8

78.3
15.0%

291.0

2013

2014

2015

2011

Passenger load factor

Growth rate

Passenger turnover, billion RPK

2014

2015

Passenger load factor change (p.p.)

85.3

5.6%

90.1

8.4%

97.6

319.8

2012

2013

2014

2015

2011
EBITDAR

Growth rate

38.5
2012

51.0

48.7

2013

2014

2015

EBITDAR margin

Net profit, RUB billion

EBITDA, RUB billion, and EBITDA margin, %

17.9%

14.1%

109.1

6.2%

115.8

7.7%

2013
Growth rate

2014

2015

2011

2012

Available seat-kilometres

8.2%

7.8%

2014
Growth rate

58.7

14.4
5.2

31.8

2013

25.8

14.1%

10.9%

124.7

60.0

Passenger turnover

Revenue

30.1

12.0%

95.6

46.1

2012

2011

103.1

59.3%

14.3%

74.6

2013

Available seat-kilometres, billion ASK

61.9%
17.6%

2012

15.2%

15.2%

415.2

158.0

Passenger trafﬁc

2011

9.9%

20.5%

253.0

2012

17.5%

29.8%

–0.4

16.4

2011

24.8%
19.0%

–0.3

76.8

EBITDAR, RUB billion, and EBITDAR margin, %

2015

19.0

20.9

2011

2012

EBITDA

7.3

10.8
–6.5

24.8
–17.1

2013

EBITDA margin

2014

2015

2011

2012

Reported net proﬁt/loss

2013

2014

2015

Adjusted net proﬁt*

* Note: Adjusted nwF*et profit for 2014 and 2015 excludes result from derivatives, reserves, and other one-off effects
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INVESTMENT C A SE

AEROFLOT GROUP

№

1

The undisputed
leader of the Russian
air transportation
market.

THE GROUP’S STRENGTH DESCRIPTION & OBJECTIVE
BUSINESS DI VERSIFIC ATION
BA SED ON A MULTI- BR AND

Diversification of the Group’s

The Group launched its low-cost carrier Pobeda, a well-timed offering to price sensitive

activity by segment to maximise

consumers. In 2015, Pobeda carried 3.1 million passengers and entered the Top 10 Russian

STR ATEGY

flexibility in any economic

airlines by passenger traffic.

environment

Expansion in profitable segments

Throughout the year, the Group gradually reduced its presence in the charter

MARKET SEGMENTS

and in markets with the long-term

segment – restrictions on flights to Egypt and Turkey introduced in 2015 are not

potential, consistent reduction

material to the Group’s business (Egypt accounts for 0.6% of Group passenger traffic,

of presence in stagnating

charter flights to Turkey account for 0.4% of Group passenger traffic).

segments

Aeroflot airline’s passenger traffic on international routes increased by 7.8%.
For more details see page 44

STANDARDISED HIGH - QUALIT Y

Ensuring consistently high

Skytrax World Airline Awards recognised Aeroflot as the Best Airline in Eastern Europe for

PRODUCT

product quality to attract and

the fourth time.

retain passengers

The only Russian airline
group capitalising on Russia’s
geographical advantage: Aeroflot
airline is actively involved in
transit operations between
Europe and Asia and in other
transit markets.
For more details see page 52
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For more details see page 32

PRESENCE IN AT TR ACTI VE

Operates a young and efficient
aircraft fleet.
For more details see page 60

2015 RESULTS

For more details see page 77

BAL ANCED ROUTE NET WORK

Diversification of destinations

In 2015, the Group continued to improve route network quality to increase passenger

BUILT AROUND THE HUB

to optimise presence in regions

convenience – scheduled flight frequency grew by 6.0%, driving better flight

AT SHEREMET YEVO AIRPORT

with different demand patterns

connectivity. Route network expansion promotes transit traffic growth, including

and network development to

in the international transit segment – Aeroflot airline’s share of international transit

promote synergies

traffic increased to 14.0% of its total passenger traffic.
For more details see page 49

EFFICIENT FINANCIAL

Cost optimisation

Implementation of cost optimisation initiatives and proactive revenue management in

MANAGEMENT

to ensure competitive edge

2015 resulted in RASK growth (19.2%) outpacing CASK growth (11.7%).

AND CONSISTENT COST

in the challenging economic

CONTROL

environment

For more details see page 108
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KEY EVENTS

FLEET EXPANSION
Agreement signed with United Aircraft Corporation for
20 Sukhoi Superjet 100s – Russian next-generation
aircraft. The agreement is a follow-on to the existing
firm contract for the delivery of 30 airliners (January
2015).

ACCESSIBILIT Y
OF REMOTE REGIONS

ROUTE NET WORK
DEVELOPMENT

SUCCESSFUL DEVELOPMENT
OF LOW- COST C ARRIER

Single “flat” fares introduced by Aeroflot airline for
direct economy class flights on routes to the Russian
Far East, Kaliningrad and Simferopol (April 2015).

Aeroflot launched scheduled flights to six
destinations in Kazakhstan: Aktau, Aktobe, Almaty,
Astana, Atyrau and Shymkent (October 2015).

Four new aircraft were added to Pobeda’s fleet,
enabling the company to launch new routes and
develop its network – in 2015, Pobeda carried
3.1 million passengers and became one of the Top 10
Russian airlines (December 2015).

Memorandum of understanding signed with Sberbank
Leasing for at least 14 aircraft, mainly Boeing 737NGs
previously intended for Transaero (October 2015).

For more details see the Aircraft Fleet section.

For more details see the Corporate Social Responsibility section.

For more details see the Route Network section.

For more details see the Operating Results section.

INVOLVEMENT IN RESOLV ING
TR ANSAERO SITUATION

STR ATEGY
UPDATE

EVENTS AFTER
THE REPORTING PERIOD

Aeroflot Group assumed operational management to carry about 2.0 million passengers of Transaero, which ceased
operations on 26 October 2015. 1.8 million passengers were carried on Transaero flights, with operational control and
funding provided by Aeroflot Group, and 0.2 million passengers were carried on Aeroflot Group’s flights. Transaero’s
customers got a full refund of ticket price, including the base fare, taxes and fees in case the service was not rendered.
Aeroflot and Rossiya created over 6 thousand positions for ex-Transaero employees (September–December 2015).

The Group adapted its updated multi-brand
platform to the changing market environment by
combining the Rossiya, Orenair and Donavia into
a single regional carrier under the Rossiya brand.
(September 2015).

Aeroflot was awarded 4-Star Airline status by Skytrax new level of recognition for outstanding service.
The new combined Rossiya airline launched flight
operations.
LLC A-Technics, a specialist aircraft maintenance
and repair subsidiary, obtained a certificate and
commenced its operations.

For more details see the Corporate Social Responsibility section.
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For more details see the Strategy Overview section.
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INDUSTRY RECOGNITION
AND AWARDS

AWARDS

Aeroflot was voted Best Airline in Eastern Europe for
the fourth time at Skytrax World Airline Awards.

Aeroflot was once again given the Russian Business
Travel & MICE Award as the Best Airline for Business
Travellers.

Aeroflot won its first Randstad Award as the Best
Employer in Transport and Logistics.

According to TravelPlus Airline Amenity Bag Awards,
Aeroflot had the best children’s goody bag for kids
aged 6 to 11 .

R ATINGS

Aeroflot won the Readers’ Choice prize at Air
Transport News Awards; PJSC Aeroflot CEO Vitaly
Saveliev was named the Leader of the Year
in the global aviation industry.

For the fourth time in a row, Aeroflot won the Condé
Nast Traveller Readers’ Choice Award as the Best
Russian Airline.

Aeroflot was recognised as the Best Air Transportation
Company (Transport Infrastructure Facility) at
the Transport Security in Russia 2015 National Awards.

Aeroflot Group was one of the 20 biggest global
air carriers by passenger turnover, according
to the Transport World magazine.

Aeroflot’s corporate team won the first place in the Air
Transport Service category of the WorldSkills Russia
2015 competition.

Aeroflot is among Europe’s five biggest carriers
by passenger turnover and growth rate, according
to Airline Business magazine.

Aeroflot’s PR Department was recognised as the Best
Department for Corporate Communications and
Corporate Relations in Russia according to the TOPCOMM 2015 rating by the Association of Communication
and Corporate Media Directors.

According to the Centre for Aviation (CAPA),
Aeroflot Group ranked second by operating profit
margin among European national carriers in 2015.
Aeroflot won the GT Tested Reader Survey award as
the Best Airline in Eastern Europe and was ranked
among the top 10 airlines with the Best Airline Cuisine.
According to Routehappy, a search engine for
comfortable flights, Aeroflot is among the top 10
airlines globally in terms of on-board Wi-Fi Internet
access for passengers.
According to the internet portal BS Aeronautics,
Aeroflot’s flight attendants are among the Most
Attractive Airline Stewardesses.
Yahoo.com included Aeroflot in its top 10 of the World’s
Chicest Flight Attendant Uniforms.
Aeroflot’s Twitter was named the best among Russian
brands and came first in the Socialbakers rating for May.
Pobeda airline was named the fastest growing airline
in low-cost segment by Airline Business.
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PROFESSIONAL AWARDS

Aeroflot won the 2nd National Award for Achievements
in the Field of Transport and Transport Infrastructure –
the Formula of Motion Award – for best PR-activity
of the year.
Aeroflot’s Legal Department won top prize
in the Transport category of the Best Legal
Departments 2015 competition.
Aeroflot received the international Globe Award
in the Best Sponsorship Marketing category for its
partnership project with Manchester United.
Aeroflot’s Annual Report 2014 won several awards
in a number of competitions including the Annual
Report Competition by the Moscow Exchange, Spotlight
Awards 2015 (LACP), the competition of annual
reports by the Krasnodar Region Administration (Sochi
Economic Forum).
Aeroflot’s IR team received the IR Magazine Russia &
CIS Award for the second year in a row and was named
the best in the transport sector; Aeroflot’s IR case won
the 8th International IR Case Competition organised
by the Russian Financial Communications & Investor
Relations Alliance.
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LET TER FROM
THE CHAIRMAN
OF THE BOARD
OF DIRECTORS

DEAR SHAREHOLDERS,
Aeroflot Group’s results for 2015 presented in this report give
us reason to be confident in the Group’s future. Given the
complex external environment, as well as the events and
trends that characterised the year for the aviation sector and
the economy as a whole, our Group’s achievements are more
than impressive, and speak to its resilience and potential.
The executive management team led by Vitaly Saveliev
has once again demonstrated its high level of professional
skill, delivering above-market rates of operational growth
and increased operational profitability. The Group recorded
another year of double-digit growth in passenger numbers, at
13.4%. Proactive revenue and network management delivered
an even larger gain in revenue of 29.8%.
Swift reactions to market conditions and fine-tune decisions
meant that Aeroflot Group strengthened its position as the
leading airline group on the Russian market. The Group
today includes airlines covering all segments from premium
(Aeroflot) to budget (Pobeda).
The combined company under the Rossiya brand brings
together three regional carriers – Rossiya, Orenair and
Donavia – and has been designed for the mid-market price
segment. Once integration is complete we expect Rossiya to
become the second-biggest airline in the country.
Aurora retains its special place in the Group as a single Far
Eastern regional carrier, and has proven to be in high demand
and delivered record growth rates among regional carriers.
Aeroflot also operates nationwide programmes of discounted
fares. Particularly noteworthy during the reporting year was
our flat fare programme that brought residents of the Far
East, Kaliningrad region and Crimea the opportunity to travel
to Moscow and other central regions of Russia at affordable
prices.
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Another factor strengthening Aeroflot’s brand are a number
of corporate social responsibility projects. As we marked
the 70th anniversary of the end of the Second World War,
our programme to provide flights for a special category of
passengers – those who bore the full brunt of the war –
took on particular importance.
A number of external factors had a significant effect on
Aeroflot during 2015. These included the continued decline
in Russia’s economy, and a fall in real wages and consumer
spending. Pricing and visibility were further complicated by
continued volatility in the exchange rate, closely correlated
with swings in the price of oil. The geopolitical situation
also remained tense, and Russia operated under Western
sanctions for the whole year.
The issue of monopolist suppliers – a traditional factor in
growth of airline ticket prices – once again came to the
fore. This year, of particular significance were actions by
airports to increase tariffs for their services to airlines. This
leads to a direct increase in the end price for air travel,
and there is the danger that it could prove unacceptable
for passengers, the main ultimate consumers of aviation
services.
A number of airlines have also proved to have
unsustainable positions. It is possible that other operators
may continue to leave the market.
Amid all the challenges of autumn 2015, Aeroflot Group
was involved in operational management and ensured
transportation for almost 2 million passengers following
the abrupt exit from the market of Transaero airline. The
management team successfully accomplished this within
the budget set by the Board of Directors. In addition,
Aeroflot also stepped up to the plate to mitigate the social
impact, creating more than 6,000 new jobs for former
Transaero staff.
In the short to medium term, we expect structural
changes in the domestic market to continue driving
growth, particularly in the low-cost and mid-price market
segments. In 2015 the air transport market overall declined,
but despite that the market retains its long-term growth
potential as passengers continue to switch from rail to air
travel.

Given the changing conditions on the market, which have
demanded a new approach to Aeroflot Group’s multibrand
platform, the Board of Directors made amendments to our
Growth Strategy for 2017-2021. Despite this, we remain
confident of the Group’s ability to achieve the goals set out
in Strategy 2025, to become a top five European and top 20
global carrier by passenger numbers and revenue, assuming
the economy stabilises.
Alongside improving market conditions, unified and
consistent state policy on aviation are of critical
importance to our sector, and our company. We highly
appreciate the support from the President and Prime
Minister for key Aeroflot projects to improve social mobility,
as well as the efforts of legislative and executive bodies
to make innovative improvements to the legal framework
for air transportation. Aeroflot intends to continue working
closely with the Government and State Duma, the Transport
Minister, regulators and oversight bodies. Traditionally an
important role in coordinating activities with these bodies
belongs to members of the Board of Directors representing
state interest. I look forward to their continuing active
involvement in this area.
In conclusion, I would like to thank once again all of the
Group’s employees, partners and stakeholders for their
commitment to Aeroflot. I am confident that we will
emerge stronger from the current challenges, and continue
to deliver above the expectations of our shareholders and
passengers.

Kirill Androsov
Chairman of the Board of Directors,
PJSC Aeroflot
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LET TER FROM THE
CHIEF EXECUTI VE
OFFICER
DEAR SHAREHOLDERS,
For Russia’s air transportation market, 2015 was a challenging
year. In this context I am pleased to report that Aeroflot
Group in 2015 continued to build on its achievements of the
past several years, and completed the year securer than ever
in its position as Russia’s leading airline group.
This can be seen first of all in the impressive growth of the
Group’s passenger traffic of 13.4%, which was faster than
the global average. Traffic for the year reached 39.4 million
passengers. Group revenue passenger-kilometres grew by
8.4% in 2015, despite an overall decline in the domestic
market, with available seat-kilometres increasing by 7.7%
year-on-year. Passenger load factor remained strong with
a figure for the Group of 78.3%, up 0.5 percentage points
(p.p.). As of the end of the year, the Group’s global network
encompassed 319 scheduled flights to destinations in
54 countries, including 36 unique destinations served by our
fast-growing low-cost carrier Pobeda.
The Group’s financial results for 2015 reflected our
achievements in delivering operational growth. Revenue
reached RUB 415,173 million, and operating profit almost
quadrupled to RUB 44,107 million. A particular high point was
our impressive profitability. According to the authoritative
Centre for Aviation (CAPA), Aeroflot’s operating margin of
10.6% was the second-highest among European legacy
carriers for the year. Our EBITDAR margin increased 9.6 p.p.
year-on-year to 24.8%, while the EBITDA margin increased
6.3 p.p. year-on-year to 14.1%.
Our product and service have received recognition of
international industry expert. At the Skytrax World Airline
Awards 2015 held at Paris air show in Le Bourget our flagship
carrier, Aeroflot – Russian Airlines, was named Best Airline
in Eastern Europe for the third year in succession – and
fourth occasion overall. In 2016 we have made a further
breakthrough with the award of Skytrax 4-Star Airline status,
putting the Russian national carrier in the same bracket as
other leaders in our sector from around the world.
The Group’s premium carrier, Aeroflot airline, has continued
to cement its reputation as a leading global airline with a
burgeoning reputation for outstanding service. Passenger
numbers for the airline reached 26.1 million in 2015, up 10.6%
year-on-year. According to Airline Business, Aeroflot ranked
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among Europe’s top-five airlines by passenger turnover with
74.1 billion RPKs, an increase of 10.4% year-on-year and
more than double the European average.
Alongside its unquestionable operational successes,
in 2015 Aeroflot also completed a “digital take-off”,
nothing less than a revolution in the way that we use
the latest IT systems. All of the Group’s business process
are automated, with the introduction of three major
platforms – Sabre, SAP and Lufthansa Systems – slashing
the number of systems in use, removing the possibility
of data duplication and cutting operating costs. By 2017,
the programme provisionally named Aeroflot Digital will
encompass a number of projects to support the Group’s
competitiveness and bring a qualitatively new level of
service to our passengers.
Aeroflot Group has continued to grow apace even in
challenging economic conditions by adhering to our core
principles: maintaining our focus on operational efficiency,
minimising our costs wherever possible and adapting the
Group’s business model to changing market conditions.
One consequence of this has been fundamental changes to
the Group’s structure. One of the undoubted success stories
of the year has been the growth of Pobeda, our low-cost
carrier, which has fully justified its name, meaning “Victory”
in Russian and chosen in honour of the 70th anniversary
of the end of the Second World War. Pobeda carried
3.1 million passengers in its first full year of operations,
establishing itself among the top-five airlines in Russia by
passenger numbers in early 2016. Secure in its position in
Russia, in late 2015 launched international flights with the
introduction of service to Bratislava. We are firm believers in
the attraction of the low-cost model for the Russian market,
and expect it to continue to be a major driver of growth for
the Group in years to come.
Following a review of the Group’s operating structure
we decided to combine three of our regionally focused
airlines – Rossiya, Donavia and Orenair – into a single
mid-market carrier under the Rossiya brand. By doing
this, in addition to the financial synergies gained from
streamlining three companies into one, we will create an
efficient network that brings affordable air transport option

to millions of Russians nationwide. Our aim is for the newlook Rossiya to become the second largest carrier on the
Russian market after its parent company, Aeroflot. This will
represent a major step towards our main strategic goal of
becoming a global top-tier player combining commercial
success while at the same time efficiently fulfilling the
function of a national carrier to increase social mobility.
Aeroflot today is more than just a group of companies
operating in all key market segments. We also play a
number of important roles of importance to Russia as a
whole. Aeroflot has a unique role as the key customer for
and recipient of the latest innovations of Russia’s aircraft
manufacturing industry. We plan to increase the share of
Russian-built aircraft in our fleet up to 100, comprising
50 Sukhoi Superjet 100s and the same number of MC-21s.
Aeroflot Group today is leading the way for the Russian
aviation industry in the global marketplace. We believe
that our strategy and continued focus on efficiency and
execution will help us continue operational growth and
achieve our strategic goals and therefore contribute to the
development of Russia and well-being of its people and
deliver results to the shareholders and investors.

Vitaly Saveliev
Chief Executive Officer,
PJSC Aeroflot
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MARKET OVERV IEW
AIR TRANSPORTATION MARKET
INTERNATIONAL AIR TRANSPORTATION MARKET
2015 was a successful year for the global
aviation industry, with passenger turnover
increasing by 6.7%, according to IATA.
Scheduled passenger traffic grew by 6.5%
to 3.5 billion passengers. Worldwide,
the passenger load factor was 80.6%, up
0.7 p.p. y-o-y.

Passenger turnover in Europe grew by 5.8%
y-o-y. In 2015, the European market was
mainly driven by growing international traffic.
The upward trend was the result of a 3.8%
increase in capacity, a reduction in fares due
to the expansion of the low-cost segment, and
falling fuel prices.

In 2015, the Middle East continued to deliver
the highest growth rates with passenger
turnover up 11.6% y-o-y. The main driver
of this growth was the continued expansion
of the region’s airlines into international
markets, including through acquisitions
of European carriers.

According to IATA, industry-wide revenue was
USD 710 billion, down 6.3% y-o-y. Traditionally,
passenger flights account for the bulk
of the industry’s revenue, their share standing
at 74%. The decline in revenue is due to falling
fuel prices, which enabled carriers to reduce
fares without affecting profits. According
to IATA’s estimates, in 2015 the industry’s net
income totalled about USD 33 billion, a tenyear high.

Passenger traffic per capita

Russian passenger transportation market evolution

Sources: aviation authorities and national statistics services,
Aeroflot estimates.

Sources: Transport Clearing House, Russian Railways,
Centre for Strategic Research, Aeroflot data.

30.0%
17.3%

carried on
scheduled flights
globally

6.5%

growth of global
scheduled
passenger traffic

80.6%

passenger load
factor in the global
aviation industry

Asia-Pacific ranked second in terms of growth,
with passenger turnover growing by 8.1%
in 2015. One of the growth drivers here was
an increase in domestic passenger traffic
in the region, with China leading the charge
(+10.9%).
The North American market also demonstrated
an upward trend – passenger turnover
in the region grew by 4.3% y-o-y. An increase
in traffic was driven by steady economic
growth in the US, which boosted the domestic
passenger traffic (+4.9%).

Lower fuel prices also had a positive effect
on the industry’s expenses. In 2015, expenses
decreased by 8.5% to USD 655 billion. Fuel
costs remained consistently high, reaching 27%
of overall expenses (2014: 32%).

RUSSIAN AIR TRANSPORTATION MARKET
The Russian air transportation market’s
fundamentals make it structurally wellpositioned for long-term growth despite
passenger traffic trending downward in 2015,
primarily due to low rates of passenger travel
in Russia as compared to other countries
in continental Europe. The average number
of air trips per capita in Russia was 0.8, which
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offers considerable growth opportunities
given the size of the country. Another growth
driver is the redistribution of passenger
flows between rail and civil aviation, a trend
prominent in recent years. As a result,
the share of air transport users in the total
number of passengers went up from 30.0%
to 44.7%.

15.6%

3.4
0.3

3.5 billion
passengers

44.7%

3.1

2.7

2.1

1.6

2010

0.5
0.9

0.6
UK

USA

International routes

0.8
0.3

1.1
Turkey

2015

1.5

0.6

0.5

EU-27

Russia

Domestic routes

2015 was a challenging year for Russian air
transportation, with the industry showing signs
of stagnation. The total volume of the Russian
market, including foreign carriers, reduced
by 4.1% y-o-y to 107.2 million passengers
(PAX). Russian airlines carried a total
of 92.1 million passengers, down 1.2% y-o-y.
Russian carriers’ passenger turnover was down
by 6.0% to 226.8 billion passenger-kilometres
(RPK). At the same time, available seatkilometres reduced by 5.9% to 284.6 billion,
driving an insignificant (0.1 p.p.) decrease
in the passenger load factor to 79.7%.
The Russian air transportation market was
significantly affected by macroeconomic
factors, including volatility in the ruble rate
and the resulting decline in real disposable
income. As a result, in 2015 international
passenger traffic dropped by 16.6% y-o-y

52.7%

39.7%

Air transport
Rail transport
Road transport

to 54.7 million passengers. The market
in general felt additional pressure from
restrictions on-flights to Egypt, Turkey,
and Ukraine, introduced in Q4 2015. Given
the significant share of traffic to Egypt and
Turkey in the international segment, these
restrictions affected international passenger
traffic, which has been trending downward
since late 2014, and resulted in a reduction
in flight frequencies by foreign carriers.
The domestic market proved resilient
to macroeconomic fluctuations and continued
to grow. In 2015, domestic passenger traffic
was up by 13.6% to 52.6 million passengers
due to the rise of domestic tourism in Russia,
including the shift from outbound travel
to local destinations, in particular, the Black
Sea and winter ski resorts.
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Passenger traffic in Russia, million PAX
(including
foreign carriers)
Динамика
пассажиропотока
на российском рынке. млн

Passenger traffic in Russia, million PAX
(excluding
foreign carriers)
Динамика
пассажиропотока
на российском рынке. млн

человекTransport
(с учетом
иностранных
авиакомпаний)
Sources:
Clearing
House, Federal
Air Transport Agency
13.6%

14.5%

13.1%

человек
(без учета
иностранных
Source: Federal
Air Transport
Agency авиакомпаний)
12.6%

7.8%

15.5%

14.2%

10.2%
–1.2%

–4.1%

107.2 million
passengers

80.1

Russian air
transportation
market

32.7

91.6

111.8

103.7

107.2

46.3

39.2

64.1

52.6

35.4

32.7

47.3

56.2

64.4

2011

2012

2013

International routes
Growth rate (y-o-y)

65.5

54.7

2014

2015

Domestic routes

13.4%

15.0%

241.4

225.2
166.8

226.8 billion
RPK

passenger turnover
of Russian airlines

195.8

2011

2011

2012

71.5

52.6

45.3

46.9

39.5

2013

2014

2015

Domestic routes

15.8%

13.3%

99.2

216.0

250.0

283.2
103.8

97.9

302.5
116.3

284.6
129.6

Sources: Transport Clearing House, Federal Air Transport Agency

–6.2%

0.4%

124.3

2012

152.6

147.3

2013

2014

127.6

2015

Domestic routes

123.8

152.0

2011

2012

179.4

2013

International routes
Growth rate (y-o-y)

186.3

2014

155.2

2015

Domestic routes

–2.4%
–15.9%
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In 2015 Aeroflot Group acted as a key
contributor to the market dynamics ensuring
air transport connection between cities.
Excluding Aeroflot Group’s rise in passenger
traffic, the market demonstrated a 12.0% decline
(20.2% decrease in the number of international
passengers and marginal growth of 2.0%
in the domestic segment).

2.7%

–18.9%

–24.3%
Q1
Russian carriers

Q2

Q3

Russian market (including foreign carriers)

–1.2%
–8.2%
–9.4%
–15.8%
Q4

–4.1%
–18.6%

2015

Foreign carriers

Passenger traffic growth in 2015: Aeroflot Group vs. Russian market*
Sources: Transport Clearing House, Federal Air Transport Agency

13.0%
15.2%

Q1

Sources: Federal Air Transport Agency

81.1%

81.8%

82.1%

81.9%

82.2%

79.5%

79.8%

79.7%

78.3%
77.2%

76.4%

79.7%

76.6%

Aeroﬂot Group

40.0%

71.9%

International routes

Domestic routes

2013

2014

Total

–6.1%
–12.0%
–21.4%

Q2

Q3

Q4

2015

Russian market (Russian and foreign carriers) excluding Aeroﬂot Group

+8.7 p.p.
+4.8 p.p.

34.9%

+3.8 p.p.

42.9%

+5.6 p.p.

Q4

2015

32.8%

36.7%

2015
Q1
Market share

Note: immaterial deviation in numbers in the charts and tables subtotals of the annual report are due to rounding.

13.4%

Aeroflot Group’s market share evolution by Russian passenger traffic in 2015
(including foreign carriers)
+7.4 p.p.

73.0%

2012

13.8%

Sources: Transport Clearing House, Federal Air Transport Agency

75.0%

2011

12.3%

–16.6%

Passenger load factor in Russia, %
(excluding foreign carriers)
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services in Russia. Domestic tourism also grew
rapidly. As a result, Russian airlines saw their
passenger traffic declined only by 1.2%. Under
the influence of the above factors, the total
Russian passenger traffic was down 4.1% y-o-y.

–0.8%

–9.0%
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92.3

International routes
Growth rate (y-o-y)

passenger load
factor for Russian
airlines
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Passenger traffic growth in 2015: Russian vs. foreign carriers*

6.8%
–5.9%

Business Overview

Throughout 2015, the Russian air travel market
showed mixed trends. Operating performance
came under pressure as foreign airlines carried
fewer passengers because of the currency
structure of their costs and subsequent decrease
in the market’s profitability for foreign carriers. In
response to shrinking demand, foreign carriers
started cutting their operations to Russian
destinations. In 2015, foreign carriers’ passenger
traffic decreased by 18.6%. The tourism and
charter segments were materially influenced
by outbound travel restrictions for certain
types of employees, along with restrictions
on-flights to Turkey and Egypt. At the same
time, the depreciation of the ruble boosted
the competitive advantage of inbound travel

–2.3%

-1.0

66.4

100.4

38.6

226.8

88.9

77.9

31.4

14.8%
–6.0%

-1.0

46.3

35.4

92.1

Динамика предельного пассажирооборота на
Source:
Federalрынке.
Air Transport
российском
млрдAgency
ккм (без учета иностранных

7.2%

11.2

39.2

93.2

Available seat-kilometres in Russia,
billion ASK (excluding foreign carriers)

Динамика пассажирооборота на российском рынке.
Source:
Federal
Transport
Agency
млрд пкм
(безAirучета
иностранных
авиакомпаний
17.4%

74.0

International routes
Growth rate (y-o-y)

Passenger turnover in Russia, billion RPK
(excluding foreign carriers)

23.4

84.6

Strategic Report

Q2

Q3

Year-on-year change

* Note: quaterly and annual figures are presented on y-o-y basis.
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36.7%

Aeroflot Group’s
market share

The Russian air transportation industry
is highly consolidated with five largest
players accounting for 69.2% of the total
passenger traffic. Aeroflot Group’s leadership
in the market remains undisputed. In 2015,
Aeroflot Group had 36.7% of the total
passenger traffic in Russia (including foreign
carriers) as compared to 31.1% in 2014.
Aeroflot Group’s market share grew throughout
2015, with the biggest gains posted in Q1 and
Q4, while a moderate slowdown in Q2 and Q3
was due to the traditional surge in activity
of regional and charter carriers during the high
season.

factors that prompted other Russian carriers
to optimise fleet and capacity. In addition,
the Group’s share grew as foreign carriers
reduced the number of flights to Russian
destinations or suspended flights on some
routes. The growth of the Group’s low-cost
carrier Pobeda also contributed to increased
market share, along with enhanced
international transit operations, primarily
between Europe and Asia, to compensate for
the reduction in point-to-point passenger
traffic.

19.9%

28.5%

27.0%

Sources: Transport Clearing House, Federal Air Transport Agency

19.9%

19.2%

18.4%

16.7%

21.8%

17.8%

17.6%

18.4%

14.1%
16.7%

63.0%

64.0%

2012

2013

64.9%

2014

+11.1 p. p.

+3.2 p. p.
32.5%

+2.4 p. p.
35.7%

2015

Top 5 carriers
Other Russian carriers
Foreign carriers

Aeroﬂot Group
Transaero
S7 Group
UTair Group
Ural Airlines
Other Russian carriers
Foreign carriers

According to IATA, in 2015 the global air cargo
market volume was estimated at 51.3 million
tonnes (up 1.7% y-o-y). Global cargo turnover
increased by 1.9% y-o-y. The industry’s revenue
fell by 16.0% to USD 52.2 billion. The decrease
in aviation fuel prices enabled a reduction
in fares without compromising profitability.

29.3%

+0.3 p. p.
30.0%

+0.8 p. p.
30.3%

44.5%

International routes

Domestic routes

2013

As at year-end, Volga-Dnepr Group remained
the undisputed market leader by cargo traffic
in Russia (57.3%). Aeroflot Group came second
with 13.8%. The four largest players account for
79.0% of total cargo traffic.

Russian air cargo market breakdown by volume

Sources: Transport Clearing House, Federal Air Transport Agency

Sources: Transport Clearing House, Federal Air Transport Agency

+5.6 p. p.
31.1%

36.7%

6

6.2%
5.8%
0.7%

1.5%

2.6%

14.8%

1.2%

0

2014

International and domestic routes
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316.8

300.6

3.9%

257.9

771.6

761.7

775.3

820.4

877.0

2011

2012

2013

2014

2015

2015

International routes
Growth rate (y-o-y)
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9.9%

Russian air cargo market volume,
thousand tonnes (including foreign carriers)

296.8

2012

10.5%

tonnes, which is about 77.0% of the total cargo
traffic in the Russian market. Domestic cargo
traffic was down 14.2% to 257.9 thousand
tonnes.

1,068.4 1,076.4 1,092.1 1,121.0 1,134.9

2011

7.0%

+6.4 p. p.
38.1%

12

+9.5 p. p.

5.1%

AIR CARGO MARKET

18

20.5%

36.7%

69.2%

In 2015, the Russian air cargo market (inclu
ding foreign carriers) grew by 1.2% y-o-y
to 1.1 million tonnes. International cargo traffic
increased by 6.9% y-o-y to 877.0 thousand
21.4%
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Эволюция
структуры
российского
рынка
пассажирских
Sources:
Transport
Clearing
House, Federal
Air Transport
Agency

58.3%

+3.2 p. p.
26.1%

Corporate Governance

16.7%

Sources: Transport Clearing House, Federal Air Transport Agency

–0.9 p. p.

Financial review

14.1%

Aeroflot Group’s closest competitors are
S7 Group (9.9%), UTair Group (7.0%), and
foreign carriers (aggregate share 14.1%).
Transaero, which had a 10.5% market share
in the reporting year, ceased operations
in October 2015.

–1.5 p. p.

Corporate Social Responsibility

Russian air transportation market by total
passenger
traffic рынка авиаперевозок по суммарному пассажиропотоку
Структура российского

авиаперевозок

Aeroflot Group’s market share evolution by Russian passenger traffic (including foreign carriers)

+8.6 p. p.

Business Overview

Evolution of the Russian passenger air
transportation market

2011

Aeroflot Group’s market share growth was
supported by its effective business model
and strategy, which helped the Group build
resilience to external economic and market

Strategic Report

Volga-Dnepr Group
Aeroﬂot Group
S7 Group
Transaero
Other Russian carriers
Foreign carriers

4.0%

57.3%

13.8%

Domestic routes
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STR ATEGY OVERV IEW
DEVELOPMENT STRATEGY

Aeroflot Group’s strategic goals for 2025

LONG -TERM AND MEDIUM -TERM STRATEGY

2025 GOALS

STATUS

Aeroflot Group’s strategic goal is to maintain leadership in the global airline industry by seizing
opportunities in the Russian and international air transportation markets.
Aeroflot Group’s Development Strategy 2025 was approved
by PJSC Aeroflot’s Board of Directors on 13 July 2011. Aeroflot

Aeroflot Group’s strategic plans
MEDIUM -TERM STRATEGY (2016-2020)

LONG -TERM STRATEGY (2025)
KEY AREAS

• Pillars of Aeroflot Group’s growth strategy

• Selection of the Group’s growth scenario

• Orenair’s operation in the current market
environment

• Selection of the “global player” strategy

• Low-cost carrier development
• Improvement of airport infrastructure at
Sheremetyevo and implementation of the Group’s
growth plans

Join the top five European airlines by passenger traffic and revenue

Ranked 5th by passenger traffic
and 7th by revenue*

Join the top 20 global players by passenger traffic and revenue

Ranked 21st by passenger traffic
and 22nd by revenue*

Carry over 70 million passengers, including at least 30 million within Russia

39.4 million passengers in total,
including 23.4 million within
Russia

Increase passenger traffic via the main hub in Moscow, with the share of transit
passengers reaching at least 32%

Aeroflot’s share of transit
passengers is 44.2%

Ensure strong presence in the market

The Group is present in all price
segments across all geographies

Group’s Development Strategy 2016-2020 was approved by
PJSC Aeroflot’s Board of Directors on 28 May 2015.

• Strategy elements:
−− marketing strategy
−− network strategy
−− fleet strategy

Aeroflot Group’s progress in achieving 2025 strategic goals

Revenue,
RUB billion

2011

2012

2013

2014

2015

158.0

253.0

291.0

319.8

415.2

Top 5
and
top 20

16.4

27.5

31.4

34.7

39.4

Top 5
and
top 20

• Identification of constraints and risk assessment

• Pillars of the fleet development strategy
Passenger trafﬁc,
million PAX

• The Group’s updated goals up to 2020

>70

STRATEGIC GOALS

A set of operating and financial targets for 2016–
2020 in line with the Group’s long-term goals

2025

Domestic passenger
trafﬁc, million PAX

7.0

11.5

14.0

17.6

23.4

>30

Aeroﬂot’s
share of transit
passengers, %

30.1

32.7

35.5

39.2

44.2

32%

Long-term passenger traffic and revenue targets
benchmarked against global peers

* Sources: Airline Business, ATW, Flight Global, Company estimates, ranking by revenue based on 2014 Airline Business and ATW official ranking available
at the moment of report release.
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Key initiatives and workstreams underpinning long-term strategy execution
STRATEGIC PRIORITIES

MARKETING PRIORITIES

FINANCIAL PRIORITIES

• Develop the multi-brand
platform – strengthen
positioning and synergy across
the Group

• Customer experience strategy
designed to ensure service
standards as part of the Group’s
marketing strategy

• Investment strategy aimed at
achieving the Group’s strategic
goals in the medium and long
term

• Foster international partnerships
with major airline groups

• Deploy technology and
innovation to ensure the Group’s
fundamental advantages

• Improve labour productivity

• Network development strategy –
set out key route network
development principles for the
Group’s airlines

• Cut costs to ensure the Group’s
financial stability in the medium
and long term
• Boost the Group’s ancillary
revenue

• Fleet development strategy –
deliver Aeroflot Group’s growth
in line with the approved route
network development principles

2015 RESULTS
In 2015, the Group made significant progress towards
achieving its long-term goals. The key strategic
achievement of the year was the consolidation of Aeroflot’s
unique advantages, primarily, route network development
in terms of frequency and connectivity through consistent
efforts to improve the hub at Moscow Sheremetyevo
airport. Measures were taken to control CASK inflation,
optimise the fleet and boost sales efficiency. Pobeda,
Aeroflot’s low-cost carrier launched in 2014, is making good
headway.

30

2015 ANNUAL REPORT

Key amendments to the development strategy in 2015
versus 2014:
• approach to the development of Orenair updated
to factor in a significant decline in the leisure market;
• interim goals, passenger traffic and fleet targets under
the initial plans for Pobeda reviewed in line with market
expectations for 2016;
• fleet development strategy adjusted following changes
in the market environment and incorporating plans
to increase the number of Russian-built aircraft
(SSJ 100, МС-21);
• interim targets for passenger traffic and some other
indicators lowered due to the above factors, while
strategic goals for 2025 remained unchanged.
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MULTI - BRAND PL ATFORM
Aeroflot Group strategy is based on a multi-brand platform, with each of the Group’s airlines targeting
a dedicated market segment. The multi-band platform enables the Group to maximise its market
penetration across price segments and geographies.
Operating a number of companies with diverse business
models and implementing uniform product standards
allows the Group to offer customers a wide spectrum
of service classes ranging from premium to budget
and leisure with each subsidiary retaining a focus on
a dedicated market segment.

Pobeda targets the low-cost segment. Domestic flights
from Moscow to Russia’s regions, along with additional
inter-regional flights within Russia make up the bulk
of the airline’s route network, which is designed to improve
links between Russian regions. The airline also started
developing an international route network.

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

On 3 September 2015, PJSC Aeroflot’s Board of Directors
resolved to adapt the Group’s updated multi-brand platform
to the changing market environment and establish a single
regional carrier by combining Rossiya, Orenair, and Donavia.
The transformation will not entail dramatic changes
to the airlines’ business models and positioning.

Regional airlines – Rossiya, Aurora and Donavia – operate
regional and inter-regional flights. They focus on
geographical areas with higher price sensitivity by primarily
offering their passengers flights from the base regions with
lower flight frequency. Orenair’s business model initially
focused on leisure segment. However, the drop in demand
in the segment over the reporting period resulted
in tactical adjustment, and new domestic flights were
launched.
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AEROFLOT GROUP’S MULTI - BRAND PL ATFORM: 2015

AEROFLOT

ROSSI YA

PRE MIU M
PRODUC T

ORENA IR

POBEDA

AUROR A

MIDDLE - PR ICE
REGIONAL PRODUC T

CH ARTE R
PRODUC T

LOW - COS T
PRODUC T

REGIONAL PRODUC T
FOR FAR E A S T

Scheduled flights

Scheduled flights

Charter and scheduled flights

Scheduled flights

Scheduled flights

Business model
• Hub-and-spoke model,
international and domestic
transit traffic
• High frequency
• Economy and business class

Business model
• Point-to-point flights within Russia
• Limited connectivity
• Popular international destinations
• Economy and business class

Business model
• Charter flights to the most popular
tourist destinations (international
and domestic)
• Share of scheduled domestic
flights increased since
the beginning of 2015

Business model
• Point-to-point flights via Moscow
• Point-to-point flights between
regions
• High passenger load factor and
fleet utilisation
• Economy class

Business model
• Passenger flights in the Far East
• Local flights to remote
destinations within the region
• Economy and business class

Flight range
• Unlimited

Flight range
• Mainly short- and mediumhaul flights

Flight range
• Unlimited

Flight range
• Up to 3–4 hours

Flight range
• Mainly short- and mediumhaul flights

Aircraft fleet
• Narrow-body aircraft
• Wide-body aircraft

Aircraft fleet
• Narrow-body aircraft
• Wide-body aircraft

Aircraft fleet
• Narrow-body aircraft
• Wide-body aircraft

Aircraft fleet
• Narrow-body aircraft

Aircraft fleet
• Narrow-body aircraft

Target group
• Business tourism
• Visiting friends and relatives
• Tourism

Target group
• Visiting friends and relatives
• Tourism
• Business tourism

Target group
• Tourism
• Visiting friends and relatives

Target group
• Tourism
• Visiting friends and relatives

Target group
• Visiting friends and relatives

Share of international routes
in the airline’s passenger traffic

Share of international routes
in the airline’s passenger traffic

Share of international routes
in the airline’s passenger traffic

Share of international routes
in the airline’s passenger traffic

Share of international routes
in the airline’s passenger traffic

~50%

(extensive
geography)

DONAV I A

~20-30%
(mainly within
the CIS)

~20%

(mainly resort destinations)

0%

(international flights
launched in late 2015)

~20%

Price
segmentation –

premium, middle and
budget offering

Regional
segmentation –

hub in Moscow
Sheremetyevo airport,
base airports in European
Russia, presence in the
Russian Far East

Product
segmentation –

scheduled and charter
flights

(Asia-Pacific countries)

Note: On 3 September 2015, PJSC Aeroflot’s Board of Directors resolved to amend the multi-brand platform.
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LONG -TERM DEVELOPMENT PROGRAMME
AND PROGRESS REPORT

Aeroflot Group’s Long-Term Development Programme 2015–2020 (the Programme)
was designed in accordance with Decree of 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. PJSC Aeroflot’s Board of Directors
on 28 May 2015 approved the amendments made to the updated Programme.
The main goal of the Programme is
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.

3.1 million
passengers

carried by Pobeda
airline in 2015

The main objectives of the Programme include:
• determining the Group’s current position
in the Russian and global aviation industry;
• analysing the Group’s growth prospects,
including aviation industry trends,
competitive environment, and projected
changes in the Russian and global air
transportation market;
• identifying areas and initiatives to improve
the Group’s competitiveness and
performance;
• preparing action plans to ensure
the achievement of the Group’s strategic
development goals;
• analysing risks to and opportunities
for achieving the strategic goals and
implementing Programme action plans.

The Programme details strategic areas for
the Group’s development and includes a list
of key initiatives and action plans ensuring
implementation of the Strategy in the medium
and long term. The Programme complements
and expands the key strategic initiatives
set out in the Aeroflot Group Development
Strategy 2020.
The Programme provides for
the implementation of strategic projects
and activities to ensure the achievement
of the Group’s strategic development goals:
• development supported by the multi-brand
platform;
• route network and fleet expansion*;
• growth in the low-cost segment;
• fostering strategic partnerships;
• innovation driven development.

* Including acquisition and commissioning of new Russian aircraft SSJ100 and the high-potential MC-21.
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The Programme also envisages action
plans to boost the Group’s competitiveness
and performance, as prescribed by Russian
Government directives:
• labour productivity growth (Directive
No. 7389p-P13 dated 31 October 2014);
• operating costs reduction (Directive
No. 1346p-P13 dated 5 March 2015);
• gradual import substitution (Directive
No. 2303p-P13 dated 16 April 2015).
Following the instruction of the Government
Commission on Transport and Communications
(Minutes No. 6 dated 4 December 2014), in 2015
PJSC Aeroflot, in coordination with PJSC United
Aviation Corporation, prepared approved
schedules for production and delivery
to PJSC Aeroflot of Russian SSJ 100 and MC-21
aircraft; JSC Sheremetyevo International Airport
approved the project schedule and completed
the upgrade and construction of terminal
facilities**.

In 2015, the Group posted sizeable growth
in passenger traffic and achieved its key
development targets:
• ensuring rapid growth in the low-cost
segment (Pobeda);
• implementing measures to improve
economic efficiency;
• commissioning new Russian SSJ100 aircraft;
• overcoming capacity constraints at
Sheremetyevo (expanding the domestic
flights area, meeting operational targets
without redirecting some of the flights
to an alternative airport).
In 2015, key performance indicators within
the Programme were updated. For more details
on the Programme see Appendix 7.8 to this
Annual Report.

24 SSJ100
aircraft

in Aeroflot Group
fleet (as at
31 December 2015)

For more details on the Programme see Appendix to this Annual
Report on page 263.

To overcome infrastructure constraints at
Moscow Sheremetyevo airport, Aeroflot Group
intends to implement a set of measures
to increase the airport’s capacity in coordination
with JSC Sheremetyevo International Airport,
FSUE State ATM Corporation (Air Traffic Control),
and FSUE Administration of Civil Airports
(Airfields). In addition, there are action plans
providing for expansion of Aeroflot Group’s
operating hub at Sheremetyevo
to accommodate the Group’s growing demand
for increased airport capacity in response
to the planned passenger traffic growth rate.
**	 Expansion of the Terminal D domestic flights area at the expense of the international flights area – moving the wall separating
international and domestic areas to increase the capacity of the domestic area. As a result of Terminal D reconstruction completed
on 15 April 2015, the domestic flights area was expanded to 11 parking positions equipped with passenger boarding bridges (prior
to reconstruction, there were seven parking positions); the international area has 11 parking positions equipped with passenger
boarding bridges.
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DEVELOPMENT PROGRAMMES
The Group is implementing its strategy through a number of programmes designed
to ensure long-term growth and efficient development.

KEY PROGRAMMES UNDERPINNING PJSC AEROFLOT’S GROWTH AND
DEVELOPMENT STRATEGY

Investment Programme

Investment Programme 2016 was adopted by PJSC Aeroflot’s Board of Directors on 26 November
2015. It is designed to address the air carrier’s strategic objectives and ensure the development
of its business units. Planned investments in property, plant and equipment and financial
investments in software for 2016 are primarily designed to:
• ensure maintenance and repair operations
• develop IT systems (maintain existing and
(procure tools and equipment to ensure
develop new information systems, procure
maintenance for all types of aircraft, and
communication, telephone and computer
invest in hangar facility development);
equipment, as well as self-service check-in
• ensure ground handling at the airport
kiosks at airports);
(procure equipment and custom machinery
• invest in R&D projects under
for aircraft ground handling);
the Innovative Development Programme;
• develop a training platform (upgrade
• provide software solutions (develop
the FFS A320 flight simulator, connect full
the SAP system, maintain and develop
flight simulators in operation to additional
the Company’s website, commercial,
visual airport databases);
operations-related, office, and other
• ensure the high-quality of passenger
systems);
services (procure uniforms for front line
• provide other types of investment
staff, catering equipment, and minibuses
in property, plant and equipment (deliver
to transport business class passengers);
on fire safety initiatives, procure workwear,
• upgrade aircraft (continue the project
ensure seamless operation of a number
to integrate electronic devices for preof business units).
flight and in-flight management of air
navigation information on Airbus A320
aircraft (Electronic Flight Bag – EFB),
provide wheelchairs onboard Boeing 777
and Airbus A320 aircraft, and expand
the programme to install in-flight Wi-Fi
systems);
• construct new facilities (deliver on
the project for a new hangar for aircraft
servicing and build a central power
distribution station to expand the capacity
of PJSC Aeroflot’s power grid);
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Cost Cutting Programme

Innovative Development Programme

Cost Cutting Programme was implemented
in 2015 to improve the Group’s competitiveness
and operating efficiency. It provides for a number
of initiatives designed to reduce Aeroflot’s operating
costs. The Programme included effective low-cost
initiatives intended to deliver quick results.

Innovative Development Programme 2020 was
adopted by PJSC Aeroflot’s Board of Directors
on 24 June 2011 and by the working group on
Private-Public Partnership in Innovation under
the Government Commission on High Technologies
and Innovation on 28 June 2011. The Programme
defines the key focus areas of the Company’s
innovative development.

For more details on the results of the Cost Cutting Programme and the
Company’s financial position see the Financial review section of this Annual
Report.

For more details see the Innovation and Information Technology section
of this Annual Report.

Management Incentive Programme

Corporate Governance
Improvement Programme

Management Incentive Programme was approved
by PJSC Aeroflot’s Board of Directors on 2 December
2014. The Programme covers PJSC Aeroflot employees
whose remuneration is KPI-based. The remuneration
is paid at the end of the year for meeting the net
income target and depends on the amount allocated
by PJSC Aeroflot’s General Meeting of Shareholders
for this purpose out of the total net income.
The Programme sets the maximum remuneration
pool which is subsequently distributed among
the employees based on their individual contribution
to the year-end financial results.

Corporate Governance Improvement Programme
is linked to the implementation of the Corporate
Governance Code as approved by the Board
of Directors of the Bank of Russia on 21 March 2014.

For more details see the Corporate Governance section of this Annual
Report.

For more details see the Corporate Governance section of this Annual
Report.
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FACTS AND FIGURES
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OPER ATING RESULTS
2011*

2012

2013

2014

2015

Passenger traffic, million PAX

16.4

27.5

31.4

34.7

39.4

change, %

16.5

67.6

14.3

10.7

13.4

Passenger turnover, billion RPK

46.1

74.6

85.3

90.1

97.6

change, %

17.6

61.9

14.3

5.6

8.4

60.0

95.6

109.1

115.8

124.7

17.9

59.3

14.1

6.2

7.7

Passenger load factor, %

76.8

78.1

78.2

77.8

78.3

change, p.p.

–0.3

1.3

0.1

–0.4

0.5

168.5

223.8

204.6

166.3

156.3

–1.3

32.8

–8.6

–18.7

–6.0
9.5

Available seat-kilometres, billion ASK
change, %

Cargo and mail carried, thousand tonnes
change, %
Revenue tonne-kilometres, billion TKM
change, %
Available tonne-kilometres, billion TKM
change, %
Revenue load factor, %
change, p.p.

5.1

7.9

8.7

8.8

13.0

56.3

9.3

1.9

7.0

8.1

12.2

13.4

13.9

15.1

14.8

49.3

10.2

3.4

8.8

62.3

65.2

64.7

63.8

62.7

–1.0

2.9

–0.5

–0.9

–1.1

2012

2013

2014

2015

7.0

11.5

14.0

17.6

23.4

change, %

12.4

65.3

21.6

26.0

32.5

Passenger turnover, billion RPK

15.5

24.3

29.2

35.0

44.7

change, %

11.0

57.0

19.8

19.9

27.8

Available seat-kilometres, billion ASK

19.9

31.7

37.6

43.6

56.3

change, %

11.4

59.2

18.2

16.2

29.0

Passenger load factor, %

77.7

76.7

77.7

80.2

79.4

change, p.p.

–0.4

–1.0

1.0

2.5

–0.8

Cargo and mail carried, thousand tonnes

47.0

70.7

82.8

82.0

79.1

change, %

–3.4

–4.4

50.4

17.1

–0.9

Revenue tonne-kilometres, billion TKM

1.6

2.5

3.0

3.5

4.3

change, %

8.1

55.0

19.2

17.4

24.5

Available tonne-kilometres, billion TKM

2.5

3.8

4.5

5.2

6.6

change, %

9.0

53.6

18.8

14.9

27.6

Revenue load factor, %

64.7

65.2

65.4

66.8

65.2

change, p.p.

–0.5

0.5

0.2

1.4

–1.6

2011*

2012

2013

2014

2015

9.4

16.0

17.4

17.1

16.0

Passenger traffic, million PAX
change, %

19.7

69.3

8.9

–1.7

–6.2

30.6

50.3

56.1

55.1

52.9

change, %

21.3

64.4

11.6

–1.8

–3.9

Available seat-kilometres, billion ASK

40.1

63.9

71.5

72.2

68.5

change, %

21.4

59.4

12.0

1.0

–5.2

Passenger load factor, %

76.3

78.7

78.4

76.3

77.3

change, p.p.

–0.3

2.4

–0.3

–2.1

1.0

Cargo and mail carried, thousand tonnes

121.5

153.1

121.8

84.3

77.2

0.0

26.1

–20.5

–30.8

–8.5

Passenger turnover, billion RPK

change, %
Revenue tonne-kilometres, billion TKM

3.5

5.4

5.7

5.3

5.2

change, %

15.5

56.9

4.9

–6.1

–4.3

Available tonne-kilometres, billion TKM

5.7

8.4

8.9

8.7

8.5

change, %

17.6

47.4

6.2

–2.4

–2.4

Revenue load factor, %

61.3

65.2

64.4

61.9

60.7

–1.1

3.9

–0.8

–2.5

–1.2

change, p.p.
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by 7.7% to 124.7 billion. The passenger load
factor across Aeroflot Group increased by
0.5 percentage points (p.p.) to 78.3%.

Aeroflot Group passenger traffic,
million PAX

Aeroflot Group passenger turnover,
billion RPK, and passenger load factor, %

39.4

78.1%

16.0

16.0

52.9

23.4

2011

11.5

50.3

13.4%

30.6

17.6

29.2

Domestic routes

2013

2014

2011

2015

2012

2013

Domestic routes
Passenger load factor

International routes

growth in Aeroflot
Group’s passenger
traffic

44.7

35.0

24.3

15.5

2012

55.1

56.1

46.1

9.4

7.0

97.6

74.6

17.1

14.0

78.3%

90.1

85.3

17.4

16.4

carried by Aeroflot
Group

76.8%

34.7
31.4

77.8%

78.2%

39.4 million
passengers

2014

2015

International routes

Aeroflot Group operating performance by region (scheduled and charter flights)

Aeroflot Group operating highlights: international routes
Item

Financial review

The Group carried a total of 39.4 million
passengers, posting a 13.4% growth y-o-y.
The Group’s RPK grew 8.4% to 97.6 billion,
with available seat-kilometres (ASK) growing

27.5

2011*

Passenger traffic, million PAX

Corporate Social Responsibility

In 2015, Aeroflot Group improved its key operating results despite a decline
in Russian market passenger traffic.

Aeroflot Group operating highlights: domestic routes
Item

Business Overview
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Aeroflot Group operating highlights
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Strategic Report

Region
Russia

Passenger traffic,
million PAX

Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger load factor, %

2014

2015

change, %

2014

2015

change, %

2014

2015

change, %

2014

2015 change, p.p.

17.6

23.3

32.7

34.9

44.6

28.0

43.4

56.1

29.4

80.4

79.5

–0.9

Europe

7.6

7.9

3.5

17.2

17.5

1.8

23.3

23.6

1.4

73.7

74.0

0.3

Asia

2.3

2.7

14.4

15.1

17.5

15.9

20.2

22.3

10.5

75.0

78.7

3.7

CIS

2.6

2.5

–2.6

4.9

4.7

–2.6

6.3

6.1

–3.4

77.0

77.7

0.7

Middle East

1.7

1.6

–3.5

4.7

4.7

1.4

6.1

6.2

2.7

77.0

76.0

–1.0

0.8

0.8

–1.7

6.9

6.8

–1.0

8.7

8.2

–4.8

79.3

82.5

3.2

32.7

38.1

16.6

83.5

89.1

6.6

107.9

114.3

6.0

77.4

77.9

0.5

2.1

1.3

–37.2

6.5

8.6

30.9

8.0

10.4

30.9

82.1

82.1

0.0

34.7

39.4

13.4

90.1

97.6

8.4

115.8

124.7

7.7

77.8

78.3

0.5

Americas
Total scheduled flights
Charter flights
Total passenger flights

* Data for 2011 include the results for Aeroflot, Donavia, and Nordavia (before its divestment from the Group on 8 June 2011),
as well as the results for Rossiya, Vladavia, SAT Airlines and Orenair starting from 15 November 2011.
Note: In the charts and tables featured in this Annual Report, immaterial deviations in the calculation of percentage changes,
subtotals and totals are explained by rounding.
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DOMESTIC ROUTES
In 2015, the total number of passengers carried
by Aeroflot Group on domestic routes increased
by 32.5% y-o-y to 23.4 million. Passenger turnover
grew by 27.8% reaching 44.7 billion RPK while
the available seat-kilometres increased by 29.0%

Aeroflot Group 2015 passenger traffic
breakdown by airline

to 56.3 billion ASK, leading to a slight decrease
in the passenger load factor by 0.8 p.p. to 79.4%.
In 2015, the share of domestic passengers
increased from 50.8% to 59.3% of the total number
of passengers carried by the Group.

Aeroflot Group 2015 passenger traffic
breakdown by destination

3.7%

2.9%

7.2%
7.8%

32.5%

growth in Aeroflot
Group’s domestic
passenger traffic

12.1%

66.3%

Aeroﬂot
Rossiya
Pobeda
Orenair
Donavia
Aurora

The growth is mainly driven by an increase
in demand for domestic flights, a surge
in domestic tourism, and relevant capacity
increase, including through boosting
the frequency of flights to most popular

40.7%

59.3%

Domestic routes
International routes

destinations. Pobeda airline, Aeroflot Group’s
low-cost carrier, made a significant
contribution to the Group’s success, having
carried 3.1 million passengers in 2015.

INTERNATIONAL ROUTES

40.7%

Aeroflot Group’s
international
passenger traffic

In 2015, Aeroflot Group’s international
passenger traffic decreased by 6.2% y-o-y
to 16.0 million passengers. Passenger
turnover fell by 3.9% to 52.9 billion RPK,
with the available seat-kilometres
decreasing by 5.2% to 68.5 billion ASK,
driving an increase in the passenger load
factor by 1.0 p.p. to 77.3%. These trends were
driven by macroeconomic changes along
with the national currency devaluation and
their impact on the consumer behaviour
and passengers’ preferences, primarily
in the leasure segment.

The greatest decline was seen on international
charter flights while the overall operating
results for scheduled flights remained more
stable.
Scheduled passenger traffic in Europe,
the Group’s second largest market, grew
by 3.5% to 7.9 million passengers against
a backdrop of less intense competition
from international air carriers due to their
streamlined operations and reduced frequency
of flights to Russian destinations.

In 2015, international traffic was also
influenced by a number of flight restrictions,
such as a reduced number of destinations
followed by the ban on-flights to Ukraine,
suspension of flights to Egypt and
reduced frequency of flights to Turkey (due
to restrictions on charter flights). As a result,
the scheduled passenger traffic within the CIS
declined by 2.6% while in the Middle East
the reduction reached 3.5%.
In 2015, flights to Egypt, Turkey, and
Ukraine accounted for 0.6%, 2.0% and
1.1% of the Group’s total passenger traffic,
respectively. While the bulk of passengers
flying to Egypt was carried on charter flights
operated by Orenair, most of those travelling
to Turkey take scheduled flights, which have
not been affected by restrictions (1.6% out
of 2.0% of passengers flying between Russia
and Turkey). Unlike the overall Russian market
share, the Group’s exposure to these Middle
East countries was limited.

2015 ANNUAL REPORT

The number of passengers on scheduled
flights to North and Central America reduced
due to the Group’s streamlined operations
in the region and cancellation of a number
of commercially inefficient flights, including
flights to Toronto, Cancun, and Punta Cana.

77.3%

Aeroflot Group’s
international
passenger load
factor

Reduction of flight frequency to Russian
destinations by a number of foreign carriers,
the growth of Aeroflot’s transit passenger
traffic via Sheremetyevo airport, and cessation
of operations by Transaero had a positive effect
on the operating results in the international
segment.

AEROFLOT AIRLINE
In 2015, Aeroflot airline carried a total
of 26.1 million passengers, up 10.6% y-o-y.
The airline’s passenger turnover grew by 10.4%
to 74.1 billion RPK while the available seat-

kilometres increased by 8.9% to 93.5 billion
ASK, leading to an increase in the passenger
load factor by 1.1 p.p. to 79.3%.

Aeroflot airline passenger traffic,
million PAX

Aeroflot airline passenger turnover,
billion RPK, and passenger load factor, %

Динамика пассажиропотока
авиакомпании «Аэрофлот». млн человек

Динамика пассажирооборота авиакомпании «Аэрофлот». млрд
пкм. и занятости пассажирских кресел.%

26.1
23.6

77.5%

77.9%

78.8%

14.2

50.5

12.5

42.0

12.3

42.7

8.7

28.6

7.0

2011

2012

74.1

46.8
40.6

10.7

5.5

79.3%

60.2

13.4

17.7

78.2%

67.1

20.9

Domestic routes
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Aeroflot Group continued to focus on Asian
destinations, where the number of passengers
carried on scheduled flights grew by 14.4%
to 2.7 million, driving the passenger load factor
up by 3.7 p.p. to 78.7%.

8.6

2013

11.1

2014

34.9

2015

International routes

15.6

2011

2012

Domestic routes
Passenger load factor

carried by Aeroflot
airline

10.6%

12.7
13.4

26.1 million
passengers

19.6

24.4

27.3

2013

2014

2015

growth in Aeroflot
airline’s passenger
traffic

International routes
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Region

2014

Passenger turnover,
billion RPK

Available seat-kilometres,
billion ASK

Passenger load factor, %

2015 change, %

2014

2015 change, %

2014

2015 change, %

2014

2015 change, p.p

Russia

11.1

12.7

13.7

24.4

27.3

11.8

29.6

33.3

12.3

82.6

82.2

-0.4

Europe

6.5

7.0

7.4

14.5

15.5

6.6

19.5

20.9

6.9

74.2

74.0

-0.2

Asia

2.1

2.5

14.8

14.8

17.2

16.0

19.7

21.6

9.9

75.1

79.3

4.2

CIS

1.7

1.9

6.6

2.9

3.3

15.1

3.7

4.2

14.3

78.5

79.0

0.5

Middle East

1.3

1.4

6.0

3.6

4.0

11.2

4.6

5.2

13.4

78.6

77.1

-1.5

Americas

0.8

0.8

-1.7

6.9

6.8

-1.0

8.7

8.2

-4.8

79.3

82.5

3.2

Total scheduled flights

23.6

26.1

10.6

67.1

74.1

10.4

85.8

93.4

8.9

78.2

79.3

1.1

Charter flights

0.01

0.01

-21.7

0.02

0.01

-28.9

0.04

0.03

-21.7

42.6

38.7

-3.9

Total passenger flights

23.6

26.1

10.6

67.1

74.1

10.4

DOMESTIC
ROUTES
Динамика
пассажирооборота
авиакомпании «Аэрофлот». млрд
пкм. и занятости пассажирских кресел.%

13.7%

growth in Aeroflot
airline’s domestic
passenger traffic

In 2015, the total number of passengers
carried by Aeroflot airline on domestic
routes increased by 13.7% y-o-y to 12.7
million. Passenger turnover grew by 11.8%
to 27.3 billion RPK while the available
seat-kilometres increased by 12.3%
to 33.3 billion ASK, leading to a slight decrease
in the passenger load factor by 0.3 p.p.
to 82.2%. In 2015, the share of domestic
passengers increased from 47.2% to 48.5%
of the total number of passengers carried by
Aeroflot airline.

85.8

93.5

8.9

78.2

79.3

7.8%

growth in
Aeroflot airline’s
international
passenger traffic
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Subsidiaries carried a total of 13.3 million
passengers, which accounts for 33.8%
of Aeroflot Group’s passenger traffic.
The growth in subsidiaries’ passenger traffic is
primarily driven by the development of Pobeda
airline. Subsidiaries are focused on domestic

routes (80.6% of their total passenger traffic),
with highest contribution of Rossiya and
Pobeda airlines. The share of international
passengers in subsidiaries’ passenger traffic
is 19.4%, more than half of it generated by
Rossiya airline.

Subsidiaries passenger traffic*,
Динамика пассажиропотока дочерних авиакомпаний*.
million
PAX
млн человек

Subsidiaries 2015 passenger traffic breakdown

13.3

1.1

9.8

Aeroflot
2015 passenger
traffic
Структураairline
пассажиропотока
авиакомпании
«Аэрофлот» по
в 2015 году
breakdown
byнаправлениям
destination

8.4

1.4

1.5

1.0

0.9
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3.2

10.5
1.4
1.4

3.1

11.1

Структура пассажиропотока дочерних авиакомпаний в 2015 году

19.4%
1.8%
2.4%
4.2%

3.1

0.1

1.0
1.1

1.7

24.8%

11.0%

1.5
3.0

80.6%

2.8

2.5

17.2%
3.5

51.5%

4.2

4.6

5.2

4.8

2013

2014

2015

48.5%
2011

2012

Rossiya
Orenair
Donavia
Aurora
Pobeda
International routes
Domestic routes

8.7%
6.7%

Rossiya
Orenair
Donavia
Aurora
Pobeda
Занятость пассажирских кресел дочерних авиакомпаний в 2015 году.%
Domestic routes
International routes

INTERNATIONAL ROUTES
In 2015, the total number of passengers
carried by Aeroflot airline on international
routes increased by 7.8% y-o-y to 13.4 million.
Passenger turnover grew by 9.6% to 46.8 billion
RPK, with the available seat-kilometres in
creasing by 7.1% to 60.2 billion ASK, driving
an increase in the passenger load factor
by 1.8 p.p. to 77.7%. In 2015, the share

Business Overview

SUBSIDIARY AIRLINES

Aeroflot airline operating performance by region (scheduled and charter flights)
Passenger traffic,
million PAX

Strategic Report

of international passengers decreased
from 52.8% to 51.5% of the total number
of passengers carried by Aeroflot airline.
Aeroflot airline’s operating results by region
are explained by the factors affecting
the Group’s overall performance by region
mentioned above.

23.2%

Занятость пассажирских кресел дочерних авиакомпаний в 2015 году.%

Subsidiaries 2015 passenger load factor

+0.1 p. p.

–5.7 p. p.

75.7%

72.9%

71.3%

Rossiya

Orenair

Donavia

–2.6 p. p.

–3.5 p. p.

+3.2 p. p.

71.6%

81.2%

Aurora

Pobeda

Y-o-y change
Динамика перевозки грузов и почты
Группы «Аэрофлот». тыс. тонн

* Data for 2011 include the integrated companies’ results for FY2011 (including the period prior to their integration in Aeroflot Group)
and exclude the results for Nordavia (divested from the Group in June 2011).
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ROUTE NET WORK
CARGO AND MAIL OPERATIONS

ROUTE NETWORK DEVELOPMENT STRATEGY

Airoflot Group doesn’t have dedicated
cargy fleet and exploits belly cargo model
for cargo and mail transportation. In 2015,
Aeroflot Group carried 156.3 thousand tonnes
of cargo and mail, down 6.0% y-o-y, due
to the influence of macroeconomic factors,
sanctions imposed on Russia, the weakening
national currency, and falling imports.

In the reporting period, the cargo/mail tonnekilometres increased by 7.0% to 9.5 billion
tonne-kilometres (TKM) while the revenue load
factor went down by 1.1 p.p. to 62.7%.

Aeroflot Group implements a strategy of balanced route network development
based on a multi-brand model ensuring maximum coverage of the air
transportation market and the Group’s presence in various price segments across
different regions.

In 2015, Aeroflot airline carried 135.1 thousand
tonnes of cargo and mail, down 7.0% y-o-y.
The сargo/mail tonne-kilometres increased by
8.5% to 7.3 billion TKM while the revenue load
factor fell by 0.8 p.p. to 62.3%.

The route network management strategy
relies on increasing frequency of flights
to most popular destinations and improving
flight connections by adopting a wave
system structure in flight schedules, which
enhances customer experience. Flights
to new destinations are launched based on
the analysis of demand, competition, and
potential efficiency of new routes, both
in terms of direct passenger traffic and
contribution to the route network synergy
across the Group.

Aeroflot Group cargo and mail operations,
thousand
tonnes
Динамика перевозки грузов и почты
Группы «Аэрофлот». тыс. тонн

Aeroflot Group revenue tonne-kilometres,
billion TKM, and revenue load factor, %
Динамика тоннокилометража Группы «Аэрофлот». млрд ткм. и коммерческой загрузки.%

65.2%

223.8

156.3
thousand
tonnes

of cargo and mail
carried by Aeroflot
Group

204.6
166.3
121.8

121.5

84.3

7.9

156.3
77.2

5.1

5.4

47.0

70.7

82.8

82.0

79.1
1.6

2012

Domestic routes

2013

2014

2015

International routes

Aeroflot airline cargo and mail operations,
thousand
tonnes грузов и почты
Динамика перевозки
авиакомпании «Аэрофлот». тыс. тонн

5.7

8.8
5.3

2011

2.5

3.0

3.5

2012

2013

2014

Domestic routes
Revenue load factor

9.5
5.2

193.9
160.6
147.7
120.3

Динамика тоннокилометража авиакомпании «Аэрофлот». млрд
ткм и коммерческой загрузки.%

81.5

135.1
74.6

5.7

46.2

2011

2012

Domestic routes

58.5

63.8

2013

2014

60.5

2015

International routes

6.3

4.7
3.3

40.3

64.4%

63.1%

176.5

118.0

2015

International routes

62.2%

145.3

4.3

Aeroflot airline revenue tonne-kilometres,
billion TKM, and revenue load factor, %
63.8%

of cargo and mail
carried by Aeroflot
airline

8.7

62.7%

3.5

2011

135.1
thousand
tonnes

63.8%

62.3%

168.5
153.1

64.7%

6.7

4.3

Regional developments imply a steady growth
in the number of scheduled domestic routes –
up 12.8% to 123. At the same time, the number

4.2

1.6

2.0

2011

2012

2013

2.5

2.7

2014

2015

scheduled unique
routes operated by
Aeroflot Group

of scheduled international routes continued
to decline, reaching 160 in the reporting
year (down 12.1% y-o-y) as a result
of the subsidiaries’ route network optimisation.
In 2015, the total number of routes decreased
by 29.5% to 403, primarily due to the reduction
in the number of charter flights driven by
the shrinking demand for tourist flights,
and the relevant adjustments to the Group’s
strategy in this segment.

54 countries

covered by Aeroflot
Group’s Route
Network

Number of Aeroflot Group routes
2015

Change, %

Scheduled

Charter

Total

Scheduled

Charter

Total

Scheduled

Charter

Total

Total

291

351

572

283

186

403

–2.7

–47.0

–29.5

International

182

292

436

160

130

260

–12.1

–55.5

–40.4

Domestic

109

59

136

123

56

143

12.8

–5.1

5.1

Long-haul

36

50

78

34

16

47

–5.6

–68.0

–39.7

255

301

494

249

170

356

–2.4

–43.5

–27.9

Medium-haul

1.4

Domestic routes
Revenue load factor

In 2015, Aeroflot Group’s total network com
prised 319 scheduled routes to 54 countries,
including 36 unique routes operated by
the low-cost carrier Pobeda. Excluding the lowcost segment, the Group’s airlines operated
scheduled flights to 283 destinations.

2014

7.3

319

AEROFLOT GROUP ROUTE NETWORK
DEVELOPMENT*

62.3%

4.6
4.1

In 2015, Aeroflot Group continued
to implement its network development
strategy based on the adopted approach,
with an extra emphasis on the development
of domestic routes, in line with the market
trends.

International routes

* Due to the separate status of the low-cost segment, the data on Aeroflot Group’s route network presented in this section include the routes
of Aeroflot airline and subsidiaries excluding Pobeda, unless otherwise stated.
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12.8%

growth in the
number of Aeroflot
Group’s scheduled
domestic routes

During 2015, airlines of Aeroflot Group
launched scheduled flights to the following
destinations:
• from Moscow to Aktau, Aktobe, Almaty,
Astana, Atyrau, Shymkent, Samarkand,
Hurghada, Sharm el Sheikh, Arkhangelsk,
Magadan, Makhachkala, Murmansk, Saratov,
and Voronezh;
• from Russian regions (Chelyabinsk, Irkutsk,
Khabarovsk, Krasnoyarsk, Kazan, Mineralnye
Vody, Novosibirsk, Perm, Orenburg,
Yekaterinburg, Tyumen, Ufa, and Volgograd)
to Simferopol;
• from Novosibirsk to Yuzhno-Sakhalinsk.

9.2%

growth in the
number of Aeroflot
Group’s scheduled
flights

Change in the number of Aeroflot Group
Динамика количества регулярных
scheduled
vs 2014)
направленийroutes
Группы (2015
«Аэрофлот»

At the same time, due to economic and other
reasons, in the reporting year Aeroflot Group
cancelled scheduled flights to the following,
mostly international, destinations:
• from Anapa to Samara;
• from Sochi to Almaty, Frankfurt, Munich,
Istanbul, and Tashkent;
• from Barnaul to Hannover;
• from Chelyabinsk to Munich;
• from Yekaterinburg to Hannover;
• from Khabarovsk to Blagoveshchensk;
• from St Petersburg to Blagoveshchensk,
Bishkek, Heraklion, Karaganda, Qarshi,
Namangan, Osh, Pula, Pavlodar, Rhodes,
Rimini, Sofia, Salzburg, Oskemen, Ovda,
Dushanbe, Yerevan, Fergana, Baku, Khujand,
Minsk, Tenerife, Blagoveshchensk, and Navoiy;
• from Moscow to Dubrovnik, Dnеpropetrovsk,
Innsbruck, Vladikavkaz, Ulan-Ude, Hurghada,
Sharm el-Sheikh, Cairo, Chita, Kiev, Odessa,
and Karlovy Vary;
• from Mineralnye Vody to Yekaterinburg;
• from Omsk and Orenburg to Varna;
• from Rostov to Antalya, and Khujand;
• from Vladivostok to Tokyo;
• from Krasnodar to Khujand.

Change in the number of Aeroflot Group
Динамика количества регулярных
scheduled
flights
by region
(2015 vs 2014)
рейсов Группы
«Аэрофлот»
по регионам

–5.6%

–12.1%

11.8 flights

per week – the
average weekly
frequency of
Aeroflot Group
scheduled flights

International routes

8.5%

growth in the
average weekly
frequency of Aeroflot
Group’s international
flights

13.5
+6.0%

11.1

–0.3%

11.8

11.8
+8.5%

11.8

9.1

3.0%

+2.1%

–5.6%

Long-haul routes

Medium-haul routes

–5.6%

6.4

16.2%

Russia

+86.0%

CIS
0.4
Scheduled ﬂights
2014
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growth in the
average weekly
frequency of
Aeroflot Group
scheduled flights

6.3

–2.4%
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6.0%

–12.7%

8.4
Europe
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Average weekly frequency of Aeroflot Group flights

Americas

12.8%

Corporate Governance

15.5

14.0%

Asia

Financial review

In 2015, the Group continued to increase
the frequency of flights to major destinations
within its route network in accordance with
its route network management strategy.
The average weekly frequency of scheduled
flights grew by 6.0%, from 11.1 to 11.8 flights
per route per week. The weekly frequency
of scheduled international flights increased
by 8.5%. A 12.7% decline in the frequency
of domestic flights was due to the launch
of low frequency routes by Orenair as airline’s
focus moved from international todomestic
market.

Middle East

–13.2%
Domestic routes

In 2015, the total number of Aeroflot Group’s
scheduled flights grew by 9.2% y-o-y due
to aforementioned changes in Aeroflot Group’s
route network and to the increase in capacity
on the most popular routes. The key
growth driver was the significant increase
in the number of scheduled flights within
Russia (by 16.2%) and to Asia (by 14.0%) due
to the surging demand for the destinations
in these regions. The number of scheduled
flights to Europe grew by 3.0% in response
to additional market opportunities
in the region. At the same time, the number
of scheduled flights to North and Central
America fell by 13.2% due to cancellation
of a number of commercially inefficient
flights mainly targeting leasure passengers.
The number of flights to the Middle East
reduced by 5.6% in 2015, also due to the falling
demand for certain leasure destinations.
The decline in the number of flights
to the CIS countries was driven by suspension
of flights to Ukraine, as well as to some other
destinations, from Russian regions following
the route network optimisation.

Corporate Social Responsibility

9.2%

Total

Total

Business Overview

Средняя частота полетов в неделю по маршрутам Группы «Аэрофлот»

Средняя частота полетов в неделю по маршрутам Группы «Аэрофлот»

–2.7%

Strategic Report

0.8

Charter ﬂights

International
scheduled ﬂights

Domestic
scheduled ﬂights

Medium-haul
ﬂights

Long-haul
ﬂights

2015
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TRANSIT PASSENGER TRAFFIC

14.0%

of the total
number of
passengers carried
by Aeroflot airline
are international
transit passengers

Aeroflot Group’s well-developed route network
provides passengers with an opportunity
to use transit fligh options in addition to direct
flights between destinations as well as
enables the Group to compete for international
transit passengers with other international
airlines. In terms of the Group’s business,
the transit passenger traffic falls into three
groups: domestic transit, transit between
Russia and other countries, and international
transit. Aeroflot airline serves the bulk
of the Group’s transit passenger traffic.
Transit passengers accounted for 44.2%
of Aeroflot airline’s total passenger traffic
in 2015 as compared to 39.2% in 2014.
The increase of the total transit passenger
traffic was mainly driven by the growth
in the domestic and international transit,
reaching 13.5% and 14.0% of the total number
of passengers carried by the airline in 2015,
respectively. The share of the transit passenger
traffic between Russia and other countries was
16.7%.

Aeroflot airline’s key international transit
routes

Change in the number of Aeroflot airline
scheduled routes (2015 vs. 2014)

Динамика количества регулярных
направлений авиакомпании «Аэрофлот» (2015 год по

–0.7%

Moscow
London Prague Minsk
Paris
Paris
Berlin Yerevan
Milan
Beijing
Barcelona
Rome Istanbul

Los Angeles
New York City

Tel Avivв
пассажиропотока

Доля транзитного
общем
пассажиропотоке авиакомпании «Аэрофлот»

Middle East

–3.3%

32.7%

The total number of Aeroflot airline’s routes,
including charter routes, fell by 2.1% to 140
in 2015.
Throughout the year, Aeroflot airline continued
to develop its route network and launched

–13.3%

10.6%

11.6%

11.8%

14.0%

15.0%

16.0%

16.7%

16.7%

2012

2013

2014

2015

Change, %

Scheduled

Charter

Total

Scheduled

Charter

Total

Scheduled

Charter

Total

134

16

143

133

21

140

–0.7

31.3

-2.1

90

7

95

87

12

92

-3.3

71.4

-3.2

44

9

48

46

9

48

4.5

-

-
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18.5%
11.9%

CIS

Average weekly frequency of Aeroflot airline flights
+12.6%

22.9
20.3
+11.5%

14.4

30

1

31

26

-

26

-13.3

-

-16.1

104

15

111

107

21

114

2.9

40.0

2.7

+9.7%

16.8

16.1

18.4

+7.7%

11.5

12.4
+7.3%

6.4

6.9

0.0%

Scheduled ﬂights

International
Long-haul

2.9%

0.4

Domestic
Medium-haul

7.7%

growth in the
average weekly
frequency of
Aeroflot airline
scheduled flights

In 2015, the total number of Aeroflot airline’s
of flights within Russia. It was also supported
scheduled flights grew by 12.3% y-o-y due
by an increase in the number of flights
to the increase in capacity on the most
to the CIS (by 11.9%), Europe (by 7.7%), Asia
popular routes and the changes in the route
(by 4.5%) and the Middle East (by 2.5%).
Средняя
частота
полетовabove.
в неделю
маршрутам
network
mentioned
Theпоgrowth
wasавиакомпании «Аэрофлот»
mainly driven by 18.5% increase in the number

Number of Aeroflot airline routes

Total

11.5%

Americas

Long-haul routes

Medium-haul routes

International

2015

–13.2%

4.5%

Russia

13 new scheduled routes from Moscow,
including six domestic routes (to Arkhangelsk,
Voronezh, Magadan, Murmansk, Saratov,
and Stavropol) and seven routes to the CIS
countries (Aktau, Aktobe, Almaty, Astana,
Atyrau, Shymkent, and Samarkand). Scheduled
flights to nine destinations were cancelled
or suspended. Flights from Sochi to Frankfurt,
from Moscow to Blagoveshchensk, Ulan-Ude,
Dubrovnik, Innsbruck, and Karlovy Vary were
cancelled. During the year the airline also
suspended flights to destinations in Ukraine
(Kiev, Odessa) and Egypt (Cairo).

2014

4.5%

Asia

13.5%

10.7%

Russia – other countries
Domestic

2.5%

Europe

AEROFLOT AIRLINE ROUTE NETWORK
DEVELOPMENT
In 2015, Aeroflot airline’s route network
covered 133 scheduled routes to 52 countries.
In the reporting period, the number
of scheduled domestic routes continued
to grow – up 4.5% to 46, while the number
of scheduled international routes decreased by
3.3% to 87.

International routes

44.2%

7.9%

7.1%

12.3%

Total

Shanghai
Seoul
Hanoi

Share of transit passengers in Aeroflot
airline total passenger traffic
39.2%

инамика количества регулярных
рейсов авиакомпании «Аэрофлот» по регионам

Total

Domestic routes

35.5%

Change in the number of Aeroflot airline
scheduled flights by region (2015 vs. 2014)

2014

0.4

Charter ﬂights

International
scheduled ﬂights

Domestic
scheduled ﬂights

Medium-haul
ﬂights

Long-haul
ﬂights

2015

In 2015, Aeroflot airline continued to step
up the frequency of its scheduled flights.
The average frequency of scheduled flights
went up 11.5% from 14.4 to 16.1 flights per

route per week. This increase was due to a rise
in the flight frequency by 12.6% on domestic
routes and by 7.7% on international routes.
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ROUTE NETWORK OF AEROFLOT GROUP

AEROFLOT AIRLINE'S ROUTE NETWORK (RUSSIA, AMERICAS, ASIA, MIDDLE EAST)
Murmansk
Novy Urengoy

Arkhangelsk

Surgut
Nizhnevartovsk

Nizhny Novgorod

Saint Petersburg

Moscow

Perm
Tyumen
Ekaterinburg
Kazan
Nizhnekamsk
Chelyabinsk
Samara
Magnitogorsk
Ufa
Orenburg
Voronezh
Saratov
Aktobe
Volgograd
Rostov-on-Don

Kaliningrad

Anapa
Simferopol
Gelendzik
Istanbul

New
NewYork
York
Washington

Antalya

Los Angeles
Tel Aviv

Astrakhan
Krasnodar
Mineralnye Vody
Stavropol
Sochi

Yakutsk
Magadan

Tomsk
Krasnoyarsk
Kemerovo
Omsk
Novokuznetsk
Novosibirk
Abakan
Barnaul
Irkutsk
Astana
Karaganda

Petropavlovsk-Kamchatsky

Chita

Khabarovsk
Yuzhno-Sakhalinsk

Ulan Bator
Almaty
Bishkek

Shymkent
Tashkent
Samarkand

Vladivostok
Bejing
Seoul

Tehran

Larnaca
Beirut

Tokyo

Cairo

Shanghai

Delhi

Miami

Dubai

Havana

Hanoi

Aeroflot airline`s routes

Guangzhou
Hong Kong

Bangkok
Ho Chi Minh city
Phuket

Aeroflot subsidiaries routes
Male

AEROFLOT GROUP ROUTE NETWORK (EUROPE AND CIS)

Oslo

REGIONAL SUBSIDIARIES' ROUTE NETWORK (RUSSIA, ASIA, MIDDLE EAST AND EUROPE FROM RUSSIAN EASTERN REGIONS)

Helsinki

Stockholm

Murmansk

Saint Petersburg

Tallinn

Copenhagen

Vilnius

Hamburg

Warsaw
Amsterdam Hannover
Dusseldorf
Berlin
Dresden
London
Prague
Brussels Frankfurt
Karlovy Vary
Paris
Stuttgart
Munich
Vienna
Zurich
Salzburg
Geneva
Budapest
Milan
Zagreb
Venice
Bologna
Pool
Belgrade
Nice
Rimini
Split
Tivat
Rome
Barcelona
Madrid

Arkhangelsk

Moscow

Riga

Sofia

Syktyvkar
Minsk

Kaliningrad

Rostov-on-Don
Krasnodar

Rhodes
Heraklion

Samara
Voronezh

Hannover
Dusseldorf

Mineralnye Vody

Sochi

Yerevan

Athens
Malaga

Odessa

Vladikavkaz
Tbilisi

Thessaloniki

Perm

Baku

Tomsk

Tyumen

Ekaterinburg

Kazan

Bucharest
Burgas

Magadan

Moscow

Kiev

Chisinau

Yakutsk

Surgut

Saint Petersburg

Ufa

Chelyabinsk
Orenburg

Novosibirk
Aktau
Astana

Krasnoyarsk

Kemerovo

Omsk

Pavlodar

Barnaul

Novokuznetsk
Blagoveshchensk

Volgograd
Rostov-on-Don
Astrakhan
Krasnodar
Simferopol Anapa
Mineralnye Vody
Varna
Namangan
Gelendzik
Almaty
Stavropol
Fergana
Sochi
Bishkek
Tashkent
Makhachkala
Navoi
Istanbul
Bukhara
Osh
Karshi
Samarkand Khujand

Khabarovsk
Yuzhno-Sakhalinsk

Harbin

Vladivostok
Bejing
Dalian

Dushanbe

Antalya

Petropavlovsk-Kamchatsky

Irkutsk

Seoul
Busan

Tel Aviv

Tenerife
Hurghada

Note:
routes operated
in 2015.
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GROUP’S SUBSIDIARY AIRLINES ROUTE
NETWORK DEVELOPMENT
In 2015, the Group continued to optimise subsidiaries’ route networks. Thus, the frequency of flights
was increased in markets with sufficient potential for direct and transit passengers, and a schedule was
set up to ensure maximum flight connectivity. A major development in 2015 was the subsidiary airlines’
route network optimisation prompted by changes in the market environment.

ROSSI YA

ORENA IR

In 2015, the airline operated scheduled flights
to 61 destinations, including 24 domestic and
37 international routes.

In 2015, the airline operated scheduled flights
to 73 destinations. Scheduled flights from Moscow
to major cities of the Urals, Siberia and Southern
Russia have been placed under commercial
management of Aeroflot airline. The number
of the airline’s charter flights declined considerably
versus 2014.

The primary objective of Rossiya airline’s route
network optimisation in 2015 was the creation
of the Northwestern regional transport hub.
The airline continued to increase flight frequency
on the most popular routes, including flights from
St Petersburg to Arkhangelsk, Murmansk, Kaliningrad,
Simferopol, Gelendzhik, and Astana. In addition,
the airline increased the frequency of its flights from
St Petersburg to Vnukovo and Domodedovo airports
in Moscow. Flights from St Petersburg to a number
of international destinations were suspended due
to the reasons mentioned above.
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POBEDA

In 2015, the airline operated flights to 58 destinations,
including seasonal routes from Russian regions
to the Black Sea resorts in Sochi and Anapa. During
the year Pobeda operated 36 unique routes which
have not been operated by any other airline within
the Group. In 2015, Pobeda actively expanded its route
network and launched over 40 new routes, mainly within
Russia. Flights from Moscow to Astrakhan, Volgograd,

Vladikavkaz, Yekaterinburg, Makhachkala, Ufa, Perm,
Sochi, Surgut, and Tyumen are the key flights in Pobeda’s
route network in terms of passenger traffic. In addition,
in December 2015, the airline launched international
flights from its base at Vnukovo airport to Milan
(Bergamo airport) and Bratislava. These flights include
an option of a group transfer to Milan city centre and
Vienna, respectively.

Pobeda route network*

During the summer season, flights to Simferopol were
operated from ten Russian cities. Scheduled flights
to Hurghada and Sharm el Sheikh from Domodedovo
and Sheremetyevo airports in Moscow were planned
for the winter season, but the ban on passenger
flights to Egypt introduced by Russian aviation
authoroties in November 2015 prompted a review
of operations in this region.

Arkhangelsk
Syktyvkar

Surgut
Kirov

Saint-Petersburg

Nizhnevartovsk

Khanty-Mansiysk

Moscow

Perm

Cheboksary
Ulyanovsk

Kaliningrad

Samara

Tyumen

Ekaterinburg

Kazan
Ufa

Chelyabinsk
Magnitogorsk

Omsk
Novosibirsk

Belgorod

DONAV I A
Bratislava

Rostov-on-Don

Volgograd

Astrakhan
Krasnodar
Anapa
Mineralnye Vody
Gelendzik
Vladikavkaz
Sochi
Makhachkala
Nazran

Milan

In 2015, the airline operated scheduled flights to 29
destinations, including 17 domestic and 12 international
routes. During the year, the airline gradually increased
the frequency of flights from Rostov-on-Don and
Krasnodar to Simferopol to daily flights and launched
flights to Simferopol from Mineralnye Vody and
Vnukovo in the summer schedule. Upon completion
of the transfer of all flights arriving at Moscow
Sheremetyevo airport to the parent airline, Donavia

Financial review

launched flights from Rosov on Don, Mineralnye Vody
and Krasnodar to Vnukovo and Domodedvo airports
in Moscow, thus strengthening Aeroflot Group’s position
in the Moscow air transport hub. To reduce operating
costs, aircraft are no longer based at Sochi airport, while
the bulk of the route network originating from this
airport was maintained. Given the economic situation,
flights from Rostov-on-Don and Krasnodar to Khujand
were suspended.
Seasonal routes
from Sochi and Anapa

* Routes operated in 2015.
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INTERNATIONAL COOPERATION
СODESHARE AGREEMENTS
AUROR A

In 2015, the airline operated scheduled flights
to 23 destinations, including 11 domestic regional
and 12 international routes. Also the airline operated
15 domestic local flights.
Aurora is focused on securing transport accessibility and
accommodating the demand for flights in the Russian
Far East and Siberia. In the reporting year, the airline
strengthened its position in the region’s international
air transportation market. Aurora remains the only

carrier operating flights from Vladivostok, Khabarovsk,
and Yuzhno-Sakhalinsk to Harbin and from Vladivostok
to Busan. To attract transit passengers and offer them
a smooth travel experience, the airline increased
flight frequency on the routes connecting the major
hubs in Khabarovsk and Yuzhno-Sakhalinsk, and
adjusted certain flight schedules. Additionally, during
the summer season, Aurora increased flight frequency
on the Vladivostok – Novosibirsk route to daily flights.

Aeroflot Group’s airlines actively cooperate
with other, foreign carriers under codeshare
agreements. These arrangements enable
the Group to build its presence in promising
markets, gain a foothold in the markets where
restrictions apply, expand the route network
coverage, and more efficiently use own fleet.
In 2015, codeshare agreements with Saudi
Arabian Airlines and Garuda Indonesia came
into force, and the number of marketing flights
operated by Aeroflot airline increased from
278 to 299.
As at the end of 2015, PJSC Aeroflot’s
existing codeshare agreements included:
20 agreements where Aeroflot airline is both
an operating and marketing partner (with
Air France, KLM, Delta, Alitalia, Finnair, Czech
Airlines, Tarom, LOT Polish Airlines, Bulgaria
Air, Korean Air, Air Serbia, MIAT, Air Baltic,

Aurora’s domestic local routes*

Air Europa, Garuda Indonesia, Icelandair,
Kenya Airways, Saudi Arabian Airlines,
China Eastern Airlines, and China Southern
Airlines); three agreements where Aeroflot
airline is only an operating partner (with
Cubana, Iran Air, and Middle East Airlines);
and three agreements where Aeroflot airline
is only a marketing partner, selling flights
operated by its partner carriers using its own
code (Adria Airways, Bangkok Airways, and
Royal Air Maroc). Aeroflot airline also has
intragroup codeshare agreements, providing
for commercial management of codeshare
flights with Donavia, Rossiya, Aurora, and
Orenair airlines. Commercial management
of flight loads of its subsidiary airlines under
codeshare agreements enables PJSC Aeroflot
to implement a comprehensive centralised
management model for the Group’s strategic
issues, including sales, revenue management
and fleet planning.

INTERLINE AGREEMENTS
As at the end of 2015, PJSC Aeroflot had
interline agreements with 150 carriers,
including four subsidiary airlines, five other

MEMBERSHIP IN THE SKYTEAM ALLIANCE

Okha

Khabarovsk

Dal'nerechensk

Svetlaya
Amgu
Edinka
Terney
Plastun
Dal'negorsk
Kavalerovo

Russian carriers, and seven airlines from
the CIS.

In 2015, Aeroflot continued to actively
expand cooperation with other members
of the SkyTeam global alliance. Membership
in the SkyTeam Alliance enables Aeroflot
and its subsidiary airlines to expand their
route networks while offering their clients

Shakhtarsk

Yuzhno-Sakhalinsk
Kurilsk
Yuzhno-Kurilsk

Vladivostok

access to the global marketing alliance’s
unique services, and providing Aeroflot
Bonus members with an opportunity to enjoy
the benefits offered on the flights of other
members of the SkyTeam Alliance.

In 2015,
the SkyTeam
Alliance had

20 members,

including
Aeroflot,
Aerolineas
Argentinas,
Aeromexico,
Air Europa,
Air France,
KLM,
Alitalia,
China Airlines,
China Eastern and
China Southern
Airlines,
Czech Airlines,
Delta Air Lines,
Kenya Airways,
Korean Air,
Middle East Airlines,
Saudi Arabian
Airlines,
TAROM,
Vietnam Airlines,
Xiamen Airlines,
and Garuda
Indonesia
The SkyTeam
Alliance network
encompassed

1,057
destinations
in 179
countries

* Routes operated in 2015.
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AIRCR AFT FLEET
FLEET DEVELOPMENT STRATEGY
Aeroflot Group operates a balanced aircraft fleet and keeps on upgrading it in line
with its multi-brand business development strategy.
Over the last five years the Group has invested much effort
in standardisation and upgrade of the fleet to improve

the efficiency of its airlines. In 2011–2015, the types
of aircraft in operation reduced from 18 to 11.

Aeroflot Group aircraft fleet evolution
NARROW-BODY (REGIONAL)

2011

2015

SSJ100
An-148
Yak-42
An-12
An-24
An-26
DHC-8-200/300
Tu-134

SSJ100
An-148
An-24
DHC-8-200/300
DHC-6-400

Number
ofвоздушных
aircraft in
Aeroflot
Количество
судов
в паркеGroup
Группы fleet
«Аэрофлот»
на конец
as
at the year
endгода

Average
age ofпарка
aircraft
fleet судов
in operation,
Средний возраст
воздушных
в
эксплуатации. лет
years

236

124

233

105

239
96

261
106

262

WIDE-BODY (LONG-HAUL)
Airbus A330
Boeing 767
Boeing 777
Il-96
Tu-204
MD-11F

Airbus A330
Boeing 767
Boeing 777

18

11

types

8.8
7.7
7.0
5.3

2011

Airbus A319/320/321
Boeing 737 (Classic)
Boeing 737 (NG)

10.4

92

128

2012

143

155

2013

2014

5.2

2015

2011

2012

6.4

5.2

170

Aeroﬂot airline
Subsidiaries

Airbus A319/320/321
Boeing 737 (Classic)
Boeing 737 (NG)
Tu-154

2015 ANNUAL REPORT

for Aeroflot Group and from 5.3 to 4.4 years
for Aeroflot airline (as at the year end).
Aeroflot airline’s fleet is one of the youngest
in the world.

112

NARROW-BODY (MEDIUM-HAUL)

60

Active development, standardisation and
optimisation of the aircraft fleet helped
decrease its average age. Between 2011
and 2015, the average age of aircraft
in operation dropped from 10.4 to 6.4 years

2013

4.1

4.4

2014

2015

262 aircraft

in Aeroflot Group
fleet (as at 31
December 2015)

Aeroﬂot Group
Aeroﬂot airline

Note: As at the end of 2011, 26 aircraft operated by subsidiaries
were out of operation as they were being prepared to be phased
out.

Aeroflot Group’s approach to fleet
management maximises the efficiency
of fleet standardisation. For instance, Rossiya,
Donavia, and Aurora airlines use Airbus A320
aircraft on their scheduled flights, which
enables them to offer passengers a uniform
product. The fleet of Pobeda low-cost carrier
is completely comprised of Boeing 737-800
aircraft. This type of aircraft is also used
by Orenair on charter and tourist flights.
The airline uses long-haul Boeing 777-200ERs
for flights to remote resorts.

At the same time, it was deemed expedient
that Aeroflot airline, which has a larger aircraft
fleet and focuses on the premium market
segment, should use both Airbus and Boeing
aircraft, specifically, medium-haul A320 Family
and 737 Family airliners, respectively.
For long-haul flights Aeroflot airline uses
Airbus and Boeing aircraft in different
passenger capacity classes: Airbus A330 Family
(250–300 seat class) and Boeing 777-300ERs
(400 seat class).

4.4 years

average age of
Aeroflot airline
fleet

types
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NARROW-BODY (REGIONAL)

DHC 8-300

SSJ100

As at 31 December 2015, Aeroflot Group had 262 aircraft: 42 regional
aircraft (including An-24, Bombardier DHC 8, and DHC 6 turboprops along
with SSJ100 and An-148 jets), 181 narrow-body aircraft for medium-haul
flights (Airbus A320 Family and Boeing 737 Family) and 39 wide-body
long-haul aircraft (Airbus A330s, Boeing 767s and Boeing 777s).

4 aircraft

24 aircraft

Length, m
29.94
Wingspan, m
27.8
Seating capacity, seats
87

During 2015, 27 aircraft (three Boeing 777s, thirteen Boeing 737s,
eight SSJ100s, and three Airbus 319s) were added to the Group’s
fleet. Following expiry of the lease period in 2015 and in line with
Aeroflot Group’s fleet optimisation in response to the changing market
environment, 26 airliners were phased out. Thus, in 2015, the net
increase in the Group’s fleet ammounted to by one aircraft.

Maximum take-off weight, kg 45,880
Engines
Power Jet SaM146
Flight range, km
2,400

AN-24

1 aircraft

Length, m
Wingspan, m
Seating capacity, seats

Length, m
Wingspan, m
Seating capacity, seats

25.7
27.4
50

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

18,997
PW123
1,550

2 aircraft

Length, m
Wingspan, m
Seating capacity, seats

AN-148

23.5
29.2
40

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

21,800
AI-24
990

42

DHC 8-200

6 aircraft

Length, m
29.13
Wingspan, m
28.91
Seating capacity, seats
75

22.2
25.9
37

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

DHC 6-400

Maximum take-off weight, kg
42,500
Engines
D-438-148
Flight range, km
3,500

2 aircraft

Length, m
Wingspan, m
Seating capacity, seats

narrow-body
(regional)
aircraft

16,466
PW123 C
1,713

DHC 8-402

15.77
19.80
19

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

5,670
PT6A-27
1,800

3 aircraft

Length, m
Wingspan, m
Seating capacity, seats

32.83
28.42
70

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

29,574
PW150A
2,532

NARROW-BODY (MEDIUM-HAUL)

AIRBUS A319

40 aircraft

Length, m
33.84
Wingspan, m
34.1
Seating capacity, seats 116–138

AIRBUS A320

AIRBUS A321

Maximum take-off weight, kg
70,000
Engines
CFM 56-5A/5B
Flight range, km
3,500–6,800

26 aircraft

Length, m
Wingspan, m
Seating capacity, seats

44.51
34.1
170

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

70 aircraft

89,000
CFM 56-5B
3,800

Length, m
37.57
Wingspan, m
34.1
Seating capacity, seats 140–180

BOEING 737-800

BOEING 737-500

Maximum take-off weight, kg 75,500–77,000
Engines
CFM 56-5A/5B
Flight range, km
4,000–5,500

3 aircraft

Length, m
31.01
Wingspan, m
28.88
Seating capacity, seats 110

Maximum take-off weight, kg
57,833
Engines
CFM 56-3C1
Flight range, km
4,500

42 aircraft

Length, m
Wingspan, m
Seating capacity, seats

39.5
35.8
158–189

Maximum take-off weight, kg
79,015
Engines
CFM 56-7B
Flight range, km
4,500–5,765

181
narrow-body
(medium-haul)
aircraft

WIDE-BODY (LONG-HAUL)
AIRBUS A330-200

BOEING 767

5 aircraft

1 aircraft

Length, m
54.9
Wingspan, m
47.6
Seating capacity, seats 218–309

Maximum take-off weight, kg
186,800
Engines
CF6-80C2
Flight range, km
10,000–10,700

BOEING 777-200ER

Length, m
Wingspan, m
Seating capacity, seats

AIRBUS A330-300
58.8
60.3
241

Maximum take-off weight, kg
230,000
Engines
RR TRENT 772B
Flight range, km
11,200

BOEING 777-300ER

17 aircraft

Length, m
63.7
Wingspan, m
60.3
Seating capacity, seats 296–302

3 aircraft

Length, m
Wingspan, m
Seating capacity, seats

62

13 aircraft

63.73
60.93
364

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

2015 ANNUAL REPORT

297,556
PW 4090
14,305

Length, m
Wingspan, m
Seating capacity, seats

73.86
64.8
402

Maximum take-off weight, kg 317,515
Engines
GE 90-115BL
Flight range, km
11,200

Maximum take-off weight, kg
230,000
Engines
RR TRENT 772B
Flight range, km
9,500

39
wide-body
(long-haul)
aircraft

Note: As at 31 December 2015.
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AEROFLOT AIRLINE AIRCRAFT FLEET

Aeroflot Group aircraft fleet
Change during the year

Aircraft fleet as at
31 December 2014

phased in

phased out

Aircraft fleet as at
31 December 2015

Owned

Operating lease

Finance lease

An-148

6

–

–

6

–

–

6

An-24

1

–

–

1

1

–

–

Type of aircraft

Strategic Report

DHC 6–400

2

–

–

2

–

2

–

DHC 8–200

3

–

–1

2

–

2

–

DHC 8–300

4

–

–

4

1

3

–

DHC 8–402

–

3

–

3

3

–

–

SSJ100

16

8

–

24

–

24

–

Mi-8 (helicopter)

3

–

–3

–

–

–

–

As at 31 December 2015, Aeroflot airline had
170 aircraft including 27 regional aircraft,
108 narrow-body medium-haul aircraft and
35 wide-body aircraft.

In 2015, the fleet was expanded to include new
SSJ 100, Boeing 737-800, and Boeing 777-300ER
aircraft. Il-96 aircraft, which had been out of
operation since 2014, were phased out.

Aeroflot airline aircraft fleet
Type of aircraft

31 December 2014

31 December 2015

Change

SSJ100

16

24

8

DHC 8-400

–

3

3

Narrow-body (regional)

16

27

11

Narrow-body(regional)

35

11

–4

42

5

31

6

Airbus А319

39

3

–2

40

–

29

11

Airbus А320

75

–

–5

70

–

69

1

Airbus А321

26

–

–

26

–

5

21

Boeing 737-200

2

–

–2

–

–

–

–

Airbus A319

7

5

–2

Boeing 737-500

3

–

–

3

–

3

–

Airbus A320

63

63

–

Boeing 737-800

38

13

–9

42

–

42

–

Airbus A321

26

26

–

Narrow-body (Medium-haul)

183

16

–18

181

-

148

33

Boeing 767

3

–

–2

1

–

1

–

Boeing 737

6

14

8

Airbus A330-200

5

–

–

5

–

5

–

Narrow-body (Medium-haul)

102

108

6

Airbus A330-300

17

–

–

17

–

9

8

Airbus A330

22

22

–

Boeing 777-200ER

3

–

–

3

–

3

–

Boeing 777

10

13

3

Boeing 777-300ER

10

3

–

13

–

3

10

Il-96-300

5

–

–5

Il-96

5

–

-5

–

–

–

–

Wide-body (Long-haul)

43

3

–7

39

–

21

18

Wide-body (Long-haul)

37

35

–2

Total

261

30

–29

262

5

200

57

Total

155

170

15

Note: As at 31 December 2015, one Boeing 737 and one Boeing 767 aircraft were out of operation, six An-148 aircraft were being prepared to be returned to the leasing
company, three DHC 8-400 aircraft were being prepared for operation; as at 31 December 2014, five Il-96 aircraft and three Mi-8 helicopters were out of operation, eleven
Boeing 737 aircraft and one Airbus A320 aircraft were being prepared to be returned to the leasing company.

Aeroflot Group fleet by type of aircraft
Структура парка Группы «Аэрофлот»
по типам воздушных судов

Note: DHC 8 regional aircraft were purchased by PJSC Aeroflot to be transferred to Aurora airline.

Aeroflot Group fleet by type of ownership

Aeroflot airline fleet by type of aircraft

Aeroflot airline fleet by type of ownership

Структура парка Группы «Аэрофлот»
по видам владения

Структура парка авиакомпании «Аэрофлот»
по типам воздушных судов

Структура парка авиакомпании «Аэрофлот»
по видам владения

1.9%

1.8%

14.9%

15.9%

21.8%

24.7%
16.0%

63.5%

76.3%

69.1%

73.5%

20.6%

Narrow-body (medium-haul)
Narrow-body (regional)
Wide-body (long-haul)
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Operating lease
Finance lease
Owned

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

Operating lease
Finance lease
Owned
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SUBSIDIARIES AIRCRAFT FLEET
Throughout 2015, subsidiary airlines were optimising their
fleet. Orenair was affected the most due to a change in its
positioning in the air transportation market. Aurora also

continued to optimise its aircraft fleet following changes
in the route network.

31 December 2014

31 December 2015

Change

Airbus A319

16

16

–

Airbus A320

11

7

–4

An-148

6

6

–

Boeing 767

3

1

–2

Rossiya airline

36

30

-6

Boeing 737

24

16

–8

Boeing 777

3

3

–

Orenair airline

27

19

–8

Airbus A319

10

10

–

Donavia airline

10

10

–

Mi-8

3

–

–3

Airbus A320

1

–

–1

An-24

1

1

–

Boeing 737

5

3

–2

Airbus A319

6

9

3

DHC (6 and 8)

9

8

–1

Aurora airline

25

21

–4

Boeing 737

8

12

4

Pobeda airline

8

12

4

106

92

–14

Total

66
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FLIGHT HOURS

Subsidiaries aircraft fleet
Type of aircraft

Strategic Report

Aeroflot Group’s fleet expansion drives
improvement in operating performance.
In 2015, Aeroflot Group’s flight hours increased
by 5.4% y-o-y to 859.6 thousand hours. Aeroflot
airline posted a 7.2% increase in flight hours
to 594.8 thousand following the expansion
of its operations.

In 2015, Aeroflot Group’s flight hours per
aircraft in operation per day averaged 9.5,
up 2.2% y-o-y. The growth was driven by
subsidiaries’ fleet optimisation and an increase
in the share of narrow body aircraft. Aeroflot
airline’s average flight hours per aircraft
in operation per day increased by 1.9%
to 10.3 hours.

9.5 hours

Aeroflot Group’s
flight hours per
aircraft in operation
per day

Average flight hours per aircraft
in operation per day, hours

Производственный
налет часов.
тыс. часов
Flight
hours, thousand
hours

10.8
+7.7%

+13.1%

637
243

394

2011

721
260

+5.0%

776
267

+5.4%

815
260

10.5

860

10.3

265

9.9
9.4

461

2012

509

555

595

2013

2014

2015

Aeroﬂot airline
Subsidiaries

9.1

2011

2012

2013

10.5

10.3

9.5
9.3

2014

5.4%

growth in Aeroflot
Group’s flight hours

2015

Aeroﬂot Group
Aeroﬂot airline
Note: The number of aircraft in operation in the reporting year is
calculated as the average of the number of aircraft as at the start
and the end of the period.

FUEL EFFICIENCY
High fuel efficiency is an important benefit
of the young fleet. Fuel costs account for
a major part of an airline’s expenses. Their
share in Aeroflot Group’s 2015 operating costs
amounted to 25.4%. New airliners feature
various technical solutions, which enable
a reduction in fuel and other operating
costs. Specifically, since 2014 Aeroflot
has been operating the most advanced
Airbus A320 Family airliners equipped with
new aerodynamic wing tips (sharklets).

Their main advantage is a 4% reduction
in fuel consumption (according to Airbus),
increased flight range, and improved takeoff
performance.
Operating a young aircraft fleet enabled
optimisation of maintenance costs and
reduced environmental footprint through
much lower harmful CO2 and NOx emissions
to the atmosphere.

For more details on
the fleet fuel efficiency
see the Environmental
Impact and Performance
section.
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SALES

24.0%

Aeroflot Group sells tickets through a variety
of domestic and international channels,
including the official Aeroflot website where
passenger may buy tickets both for the airline’s
flights and the flights of its subsidiaries. To
ensure a single online offering subsidiary
websites have been deeplinked with Aeroflot
airline’s platform for online sales. Pobeda
airline sells tickets independently through
their website or online booking systems.

Corporate Governance

In 2015, the Group continued to streamline
the structure and efficiency of its ticket sales.
Agents accounted for the largest share in sales
(67.1%) while Internet sales were 24.0%, and
sales offices and the call centre accounted for
7.5% and 1.4%, respectively.

Appendixes

Breakdown of Aeroflot Group revenue
from domestic sales by channel

Additionally, in 2015, Aeroflot airline changed
its incentive programme for agents in Russia,
supporting the growth of sales through
agents in a changing market environment.
To stimulate sales and improve agent loyalty,
Aeroflot airline also supported promotion
campaigns, organised familiarisation and
invitation tours for sales agents, and carried
out joint marketing campaigns.

11.0%

11.5%

31.9%

24.1%

57.1%

64.4%

2014

2015

64.4%

share of sales
through neutral
booking systems

BSP / TCH
Authorised agents
Own sales ofﬁces
Структура выручки от продаж Группы «Аэрофлот»

Aeroflot Group sales by channel

территории России

1.6%

21.1%
27.0%

50.3%

2014

1.4%

24.0%

7.4%

1.6%

7.5%

21.1%

24.0%

69.9%

67.1%

Breakdown of Aeroflot Group revenue
from domestic sales (excluding Moscow)

Breakdown of Aeroflot Group revenue
from
domestic sales
Структура выручки от продаж Группы «Аэрофлот» на

Соотношение каналов продаж Группы «Аэрофлот»

Breakdown of Aeroflot Group revenue

Структура выручки от продаж Группы «Аэрофлот» на территории России за
исключением Москвы

1.4%

130

26.8%

29.8%

64.1%

35.9%

46.7%

44.8%

2015

Sales in Russia
Sales abroad
Internet sales
Call centre

10.1%
2014

2015

Authorised agents
Internet sales
Own sales ofﬁces
Call centre

The highest sales in Russia are generated
in Moscow (63.3% of total sales in 2015),
St Petersburg, and the cities of the Russian Far
East.
Sales are effected through authorised agents
(under direct agency agreements), neutral
booking systems (Transport Clearing House
(TCH) and BSP Russia), sales offices, Aeroflot
airline’s website, and the call centre.
In the reporting year, the share of neutral
booking systems (TCH / BSP Russia) increased
from 57.1 to 64.4%, and sales offices from 11.0

Agents and own sales ofﬁces in Moscow
Agents and representative ofﬁces in regions

St Petersburg
Vladivostok
Yuzhno-Sakhalinsk
Khabarovsk
Novosibirsk
Kaliningrad
Others

6.3%
6.1%
4.0%
3.8%

Структура выручки от продаж Группы «Аэрофлот» за рубежом в 2015 году

INTERNATIONAL SALES

DOMESTIC SALES

Moscow’s share
of total sales in
Russia

Financial review

Соотношение каналов продаж Группы «Аэрофлот» на
территории России

share of Internet
sales

63.3%

Corporate Social Responsibility

to 11,5%, while sales through agents decreased
from 31.9 to 24.1% respectively.
The Company continued to work on improving
efficiency and sales structure, including
the resolution to introduce a minimum sales
threshold for authorised agents enabling
them to retain direct agency agreements
with the airline. This initiative will help shift
sales through agents to neutral booking
systems and streamline internal operations
at PJSC Aeroflot.

In the reporting year, the highest international
sales were generated in Western Europe –
36.0%. The Group continued its expansion
into Southeast Asian markets, driven, among
other things, by shifts of tourism flows towards
resorts of Thailand, Vietnam, and India, as well
as by the growth in connecting flights between
Asia and Europe. This region’s sales went up
to 27.4%.

corporate customers (under direct agreements
with the Company), sales offices, Aeroflot
airline’s website, and the call centre.
In the reporting year, most sales were effected
through BSP/ARC channels – their share
accounted for 83.6%. Sales through authorised
agents totalled 8.5%, and sales through own
offices accounted for 7.9%.

36.0%

Western
Europe’s share of
international sales

International sales are effected through
the network of independent IATA agents within
BSP and ARC settlement systems, authorised
agents (under direct agency agreements),

Note: In this section of the Annual Report the Group’s sales include revenue of Aeroflot airline
and subsidiaries under 100% commercial management.
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Throughout the year, Aeroflot airline
concentrated its effort on strengthening
relations with the international agency
network by optimising agency terms, offering

Breakdown of Aeroflot Group revenue

special rates to sales agents, and leading joint
marketing campaigns.

International sales of Aeroflot Group

Соотношение
Структура выручки
отinternational
продаж Группы «Аэрофлот»
за рубежом в 2015 году by
from
sales in 2015
channel каналов продаж Группы «Аэрофлот» за
рубежом
5.9%

27.4%

7.3%
9.5%

7.9%
8.5%

83.2%

83.6%

36.0%

11.8%
5.1%
Western Europe
Eastern Europe
CIS and Baltic states
Americas
Southeast Asia
Middle East

13.8%

2014

2015

BSP / ARC / TCH
Authorised agents
Own sales ofﬁces

MAINTENANCE AND REPAIR
Aeroflot Group has an efficient aircraft
maintenance and repair system servicing
the fleet of Aeroflot airline, its subsidiaries
and third party customers, keeping the fleet
in good condition, and ensuring high reliability,
flight safety and regularity.

80%

of maintenance
and repairs
performed by the
Group in-house

Aeroflot Group’s maintenance and repair
policy provides for enhancing capacity and
technical competencies, rolling out cutting
edge technological solutions, and employee
training and development, while constantly
improving economic efficiency. Aeroflot’s
policy also provides for strict compliance
with requirements of the states of registry,
aircraft lease agreements, and maintenance
programmes.
Each of the Group’s airlines has departments
responsible for airworthiness of operated
aircraft. Aircraft of the Group’s airlines are
serviced under existing maintenance contracts
and operated under sublease agreements.
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We concentrate our effort on centralising
the aircraft maintenance function for Aeroflot
airline and its subsidiaries.
As at the end of 2015, PJSC Aeroflot included
the following divisions related to aircraft
maintenance and repair:
• Aircraft Maintenance Department (maintains
aircraft of Aeroflot and other Group airlines);
• Airworthiness Department (maintains
airworthiness of aircraft operated by Aeroflot
airline, 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 (develops
a quality management system for the aircraft
maintenance and airworthiness).
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PJSC Aeroflot holds and maintains certificates
issued by European, Bermudian, and
Russian aviation authorities for maintaining
airworthiness of the following types of aircraft
and components:
• A320 Family (Line maintenance, A-check,
C-check, 6YE check);
• B737 (Line maintenance, A-check), in 2015,
preparations for С check maintenance
procedures were made;
• A330 (Line maintenance, A-check, C-check);
• B777 (Line maintenance), in 2015
preparations for A-check maintenance
procedures were made;
• SSJ100 (Line maintenance, A-check, C-check).

its cooperation with Lufthansa Technik
AG. In January 2015, the long-term aircraft
components maintenance and repair
agreement on more favourable terms, signed
by PJSC Aeroflot and Lufthansa Technik AG,
came into force substituting the previous
version. In 2015 the Group also signed
agreements for maintenance of narrow-body
aircraft frames with S7 Engineering and FL
Technics. In addition, the Group engages other
companies in certain projects; in particular,
a programme to equip eight Airbus A320
aircraft with newly designed “Sharklet”
wingtips was completed at the Prague base
of Czech Airlines Technics in 2015.

Aircraft maintenance and repairs are
performed either in house (by Aeroflot Group)
or outsourced to third party vendors. The Group
performs approximately 80% of maintenance
and repairs in house.

In 2015, Aeroflot Group launched its cost
cutting and performance improvement
programme. This programme provides for
expanding in house aircraft and components
maintenance through reducing outsourced
services, which will help improve the Group’s
economic efficiency.

Aeroflot Group’s in house divisions are
responsible for the following services:
• line maintenance of Airbus A330 and A320,
Boeing 777, Sukhoi Superjet (RRJ-95) and
scheduled maintenance of Airbus A320
Family aircraft (including six year D-checks)
at Sheremetyevo base airport. In 2015, we
began in house A-checks of Boeing 737
800NGs and C-checks of Sukhoi Superjet;
• A-, B- and C-checks are performed for A320
Family aircraft at Pulkovo airport;
• line and scheduled maintenance
of Boeing 737s is performed at the Orenburg
base.
In December 2015, the Group established
LLC A-Technics, its new specialist aircraft
maintenance and repair subsidiary, based
at Vnukovo airport. A-Technics is focused on
performing heavy checks (including C-checks),
which will enhance in house services and
boost the economic efficiency of the Group.
Aeroflot Group also partners with leading
market players, which enables it to keep
the fleet in good condition and optimise
costs. The Group’s partners are: Volga Dnepr
Technics Moscow (line maintenance, Boeing
737-800NG), STARCO (Airbus A330), Boeing
Shanghai (Boeing 777), and S7 Engineering
(Boeing 737-800NG). Aeroflot Group continues

Appendixes

A-Technics –

is a specialist
aircraft
maintenance and
repair subsidiary
established in 2015

The programme’s milestones:
• set up of a dedicated maintenance and repair
company at Vnukovo airport;
• construction of Hangar 4 at Sheremetyevo
airport to perform scheduled maintenance
of Boeing 777-300ERs;
• introduction of new maintenance operations,
including ten С checks of Boeing 737-800NGs
to be performed in house at Sheremetyevo
airport;
• set up of line maintenance stations
for Airbus A320 Family aircraft in Ufa, Sochi,
and Kazan.
In 2015, engineers of PJSC Aeroflot performed,
apart from daily checks, over 7,300 weekly
checks (2014: 6,300 checks), and 933 heavy
checks – A-, B-, and C-checks, as well as six year
D-checks (2014: 882 checks).
Aeroflot Group keeps on reducing idle time
and labour intensity. Following 2015, Aeroflot
airline made significant progress – its
maintenance labour intensity per flight hour
was 2.39 man hours.
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Aeroflot Group’s aircraft maintenance and repair bases
OUTSOURCED MAINTENANCE STATIONS

Aeroﬂot

Rossiya

Orenair

Donavia,
Aurora, Pobeda

A-Technics

IN-HOUSE CAPACITY

Sheremetyevo
base

Pulkovo
base

Orenburg
base

The most notable developments made by
Aeroflot Group in the aircraft maintenance and
repair in 2015 were as follows:
• Electronic Flight bag, a system of electronic
devices for pre flight and in flight
management of air navigation information
(EFB), was installed on-board 24 Airbus A320
Family and 15 Airbus A330 aircraft;
• new MATE test equipment to maintain
the NG WGL wireless data transfer system
was received;

• new equipment to maintain the Boeing 777
and Sukhoi Superjet RRJ-95 oxygen
dispensing equipment was received;
• new tools and equipment to perform
A-checks of Boeing 737-800NGs and 1С
checks of Sukhoi Superjet RRJ-95s were
received;
• Test Program Set for testing SFCC units was
received;
• Industrial Nitrogen Generation and
Compression System was commissioned.

Количество обслуженных
Take-offs
serviced самолето-вылетов
из базового аэропорта Шереметьево

Удельнаяintensity
трудоемкость
1 летный
час по парку
Labour
perнаflight
hour
воздушных судов авиакомпании «Аэрофлот».
of Aeroflot airline aircraft, man hour

at Sheremetyevo base airport

103,179

Vnukovo
base*
74,042

3

1

3.34

3.03
2.65

2.44

2.39

2014

2015

60,209

HANGARS

1
1

83,703

91,798

1

2011

2012

2013

2014

2015

2011

2012

2013

7,300

weekly checks

933

heavy checks

TYPE OF AIRCRAFT
А320F
B737
B777
А330
SSJ
A350

А320F

B737

B767

А320F
B737
B777
А330
B767
B747

TYPE OF SERVICE
A-/B-/C-/Dcheck

Wide-body
aircraft hangar

A-/B-/Ccheck

A-/B-/Ccheck

A-/B-/Ccheck

Narrow-body
aircraft hangar

* Aircraft maintenance and repair company A-Technics was established in December 2015.

72

2015 ANNUAL REPORT

73

Aeroflot Group Profile

SAFETY AND SECURITY

99.978%

flight safety of
Aeroflot airline

subsidiaries also maintain the highest flight
safety standards.
Aeroflot airline’s flight safety improvement
along with a 7.2% increase in flight hours
testify to high efficiency of the Company’s
safety measures.

The safety level of Aeroflot airline flights
in 2015 reached 99.978% to hit the highest
range of 99.900% – 100%. Aeroflot’s
Уровень безопасности полетов авиакомпании
«Аэрофлот»

Значение коэффициента SAFA для авиакомпании
«Аэрофлот»

Flight safety level of Aeroflot airline

Aeroflot airline’s SAFA ratios
Blacklist line – SAFA Ratio >2

99.972%

99.978%

99.961%
0.85
0.64
0.21
2013

0.21

Aeroflot airline’s
SAFA ratio

2014

2015

In 2015, as part of the Safety Assessment
of Foreign Aircraft (SAFA) Programme,
the European Civil Aviation Conference
(ECAC) carried out its scheduled inspections
of Aeroflot airline’s aircraft. For fleet safety
inspections, the SAFA Programme has set up
a safety ratio with the standard value of ≤ 2.
In 2015, Aeroflot airline’s aircraft demonstrated
a strong SAFA safety ratio of 0.21 (2014: 0.64).
The Company’s aircraft were recognised to be
in full compliance with all the applicable
safety regulations.
PJSC Aeroflot has an integrated management
system the efficiency and effectiveness
of which is regularly confirmed by independent
external auditors. The core integration
platform for the Company’s management
framework is its quality management system,
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All of PJSC Aeroflot’s subsidiaries successfully
pass regular IATA – IOSA operational safety
audits and demonstrate strong safety and
quality levels.

FLIGHT SAFETY
Flight safety and aviation security have
always been a top priority for Aeroflot Group.
The Group airlines have an integrated
management system for flight safety and
aviation security to ensure compliance with
IOSA international standards and the Federal
Aviation Rules of the Russian Federation.

Strategic Report

2014

2015

which for many years has successfully passed
certification audits under ISO 9001 (Quality
Management System) and registrations
under IATA’s industry programmes (IOSA –
Operational Safety Audit, ISAGO – Safety Audit
for Ground Operations).

PJSC Aeroflot operates a system of supplier
and vendor management through the IATA
Provider Audit Pools providing for supplier due
diligence across the route network:
• ISAGO (Safety Audit for Ground Operations
Pool);
• IFQP (Fuel Quality Pool);
• DAQCP (De Icing/Anti Icing Quality Control
Pool).
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To assess and improve flight safety,
the Company also carried out internal audits
of its corporate operating divisions. Employees
are encouraged to inform the management
of any safety issues on the condition
of confidentiality. In addition, the flight
safety department conducts daily analysis
of feedback of air and cabin crew members
on completed flights, with measures taken
as necessary to address any identified issues.
Throughout the year, much effort was also
made to minimise the risks of unlawful
interference, disruptive passenger behaviour,
and environmental hazards, including bird
strikes.

AVIATION AND TRANSPORTATION SECURITY
In 2015, Aeroflot airline continued
implementation of an action plan to maintain
a high level of aviation and transportation
security, passenger and staff safety in close
cooperation with airport security services,
airlines, and law enforcement authorities.
The Company’s experts are actively involved
in improving the Russian aviation and
transportation security legislation.
As a member of the global SkyTeam Alliance,
Aeroflot airline has long been engaged
in its aviation security initiatives. In 2015,
the Company organised a scheduled meeting
of SkyTeam aviation security experts (Aviation
Security Functional Experts – ASFE – group)
held in October in Sochi. The event was well
organised and ran smoothly, which further
raised the airline’s profile globally.

In the reporting period, PJSC Aeroflot passed
all regular aviation security inspections:
• IOSA audit. No deviations or non-compliances
were found following the audit;
• scheduled inspection by the Transportation
Security Department of the Federal Air
Transport Agency (Rosaviatsia). The Company
obtained a 3 year aviation security
compliance certificate;
• scheduled inspection of Aeroflot airline
core facilities by Rosaviatsia’s committee.
PJSC Aeroflot was recognised to be
in compliance with applicable aviation
security management regulations.

In February 2015, TÜV SÜD certification agency
(Germany) conducted an external compliance
audit of PJSC Aeroflot for compliance with
requirements of international standards
ISO 9001:2008 (Quality Management
Systems) and ISO 14001:2004 (Environmental
Management Systems). In May 2015,
PJSC Aeroflot was audited under IOSA for
compliance with the international operational
safety standards (IATA Operational Safety
Audit).
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NEW AVIATION SECURITY PROGRAMMES AND MEASURES
In 2015, the Aviation Security Department
of PJSC Aeroflot piloted an Automated Aviation
Security Management System (AA SEMS), providing
access to aviation security updates for employees
involved in security business processes. This system
helps assess the actual status of the security system
and its compliance with standards provided for by
the airline’s security programme, recommended ICAO
and IATA standards, and laws of destination airport
countries. AA SEMS information system has a modular
design such that components can be added to meet
the requirements of, and changes in, business processes
of aviation security units and the Company.
To maintain a high level of aviation security
the Company successfully operates a canine team.
Aeroflot’s integrated canine service is a biotech based

security solution, which ensures consistent, regular
inspections of the airline’s infrastructure and vehicles
and operates in a closed cycle – from reproduction
of sniffer dog stock to training, to use in detection.
This biotech based solution provides for olfactory
monitoring of Sheremetyevo airport facilities to detect
explosives and explosive devices.
In 2015, the Company achieved significant intellectual
property developments in cynology:
• Federal Institute of Industrial Property (FIPS)
registered a patent for a new Method of Detecting
Explosives and Other Target Substances;
• Federal Institute of Industrial Property (FIPS)
registered the Olfactory Monitoring trademark
outlining PJSC Aeroflot a trademark holder.

INTERACTION WITH SUBSIDIARY AIRLINES
To ensure ongoing security information exchange
the Company designed and introduced a weekly
Aviation Security Status Report to be prepared by
subsidiaries’ facilities. Aviation security measures
are communicated to the Company’s subsidiaries on
an as needed basis. Subsidiaries also receive quarterly
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results of monitoring and assessment of potential
unlawful interference in PJSC Aeroflot’s operations over
the previous period, and the integrated risk matrix for
the route network for the next period. We also monitor
transactions of subsidiary airlines closed under aviation
security services agreements.
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BRAND AND SERVICE QUALITY
In 2015, Aeroflot continued to strengthen its
leadership by promoting the brand of Aeroflot
as an air carrier offering the highest safety and
comfort on-board, new aircraft and a broad
route network. Recognised as the Best Airline
in Eastern Europe by Skytrax, Aeroflot is
a top-rated global industry leader by quality
of services.
In the reporting year, Aeroflot continued
to lead product, tactical, and image-building
campaigns both in Russia and overseas
to strengthen its position of the national
carrier, improve corporate image, support sales
of Aeroflot Group, and increase customer and
partner loyalty. Aeroflot delivered a series
of unique media projects using cutting-edge
light technologies. The Company took part
in the Moscow International Festival “Circle
of Light”, organised and ran a successful New
Year Travel light show in major Russian cities
(St Petersburg, Vladivostok, Sochi, Kazan, and
Rostov-on-Don).
In 2015, the majority of tactical advertising
activities were focused on supporting Aeroflot’s
sales, both through classic mass media (press,
outdoor, and radio advertising) and online.

In 2015, Aeroflot airline promoted its services
on the Russian market through:
• major campaigns announcing summer and
winter flight schedules;
• annual accommodations at key airports
of the Russian Federation;
• expansion on the Russian market by
announcing newly launched flights
to Arkhangelsk, Murmansk, Magadan,
Voronezh, and Saratov;
• boosting regional demand in low seasons;
• offering special fares to customer leads
throughout the year.
Foreign sales were supported and boosted
through tactical campaigns rolled out
in France, Belgium, the UK, Germany, Poland,
the USA, Japan, India, China, South Korea,
Armenia, and Latvia. These campaigns were
designed to improve sales of direct flights
to Moscow, connecting flights between
Europe and Asia, connecting flights to Russian
destinations, some of Aeroflot’s services, as
well as promote our brand in the professional
community. In 2015, the Company laid
special emphasis on-image building in our
priority Asian markets (China, South Korea),
with campaigns focused on building brand
awareness and improving demand for
connecting flights from Asia to Europe.

SkyTrax

The Best Airline
in Eastern Europe
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MARKETING RESEARCH

72%

Aeroflot airline’s
NPS index

In order to make efficient management
decisions promoting the product
of Aeroflot Group airlines, drive our competitive
advantages on the global passenger air
transportation market, and increase customer
loyalty, PJSC Aeroflot conducts regular
marketing surveys such as:
• assessment of the Net Promoter Score (NPS)
jointly with Bain & Company. In 2015, our NPS
grew by 5 p.p. y-o-y to reach 72%;
• survey of compliance with Aeroflot’s customer
service standards carried out in association
with Romir Monitoring Standard as mystery
passenger audit. In each of the four surveyed
quarters and as at the end of 2015 this
metric reached 93%, proving reliable quality
of the Company’s services;
• assessment of customer satisfaction
with Aeroflot airline’s product on
the markets of Europe, Middle East, and
Asia in cooperation with IATA in its Airsat
customer satisfaction survey, as well as
in joint SkyTeam Customer Experience
Research covering all member airlines.
In 2015, we conducted a survey to identify
specifics of target customer groups on Chinese
and South Korean markets. The results
obtained laid a foundation for a new brand
promotion strategy of Aeroflot airline for Asian
markets.

35 aircraft

with Wi-Fi access
points

We also analysed trends in customer
loyalty programmes and assessed their
implementation in Aeroflot Bonus, as well as
conducted a survey of target groups’ sensitivity
to game mechanics in order to increase
consumer involvement in company interfaces.
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IMPROVING CUSTOMER EXPERIENCE
The Company conducted an on-board customer
survey to assess the performance of our
partnership project with Manchester United
and its influence on customer loyalty and
the Aeroflot brand recognition. The survey
results revealed high passenger awareness
of the partnership between Aeroflot and
Manchester United, which has become
a positive driver of the airline’s image: 6%
of international passengers chose to fly with
Aeroflot mainly due to its partnership with
this football club, and 29% admitted influence
of this partnership on their choice of carrier.
In 2015, Rossiya airline’s brand was
assessed through online questionnaires.
The survey results showed that Rossiya
enjoys the strongest brand awareness
in St Petersburg, Samara, Adler/Sochi, as well as
among frequent flyers (taking more than three
flights per year).

Динамика индекса потребительской лояльности (NPS)
авиакомпании «Аэрофлот»

NPS index of Aeroflot airline

67%
52%

2011

56%

2012

Aeroflot strives to provide its customers with best-in-class in-flight and airport passenger services. We keep on improving
in-flight catering and entertainment systems and offering new services to make the flight as comfortable as possible.

In-flight services

In 2015, we continued to deliver on our programme
of offering passengers in flight Wi-Fi on-board
Aeroflot airline’s aircraft. As at the year end,
35 aircraft had Wi-Fi access points (22 Airbus A330s
and 13 Boeing 777s). Thus, Wi-Fi is accessible on all
of Aeroflot’s long-haul aircraft.

Upgraded services for business class passengers
include:
• modern Premier in-flight entertainment devices deploying
a Samsung Galaxy Tab S 8.4˝ tablet (a number of mediumhaul flights);
• luxury Salvatore Ferragamo branded amenity kits (onflights lasting more than six hours);
• complementary beauty products by Caudalie in WCs (onflights lasting over eight hours).

Airport services

To improve airport experience Fast Track service
has been rolled out in Amsterdam, Athens, Bangkok,
Barcelona, Bologna, Brussels, Budapest, Venice, Geneva,
London, Madrid, Paris, Prague, Riga, Rome, Tallin, Tokyo,
and Frankfurt.

72%

In 2015, the Company made the following upgrades
in Sheremetyevo’s Terminal D:
• individual portable power banks for passengers
to charge their personal gadgets were set up
in business lounges;
• new electronic scales for hand luggage were installed
at boarding gates;
• unaccompanied minor lounge rooms were renovated.

58%

Web services

2013

2014

2015

Aeroflot has continued to expand its online offering by
launching a new hotel booking service, adding a Chinese
language booking interface, updating our Special Offers
section, and introducing a new “price guarantee” service.

In addition, we launched the Aeroflot mobile app for
iPad and improved functionality of a number of services,
including extended support of Passbook and Google Now.

Subsidiary services

In 2015, PJSC Aeroflot’s subsidiaries implemented a wide
range of measures to improve their customer experience.
Rossiya airline introduced new approaches and
techniques to enhance in-flight services and expanded
the selection of snacks and drinks available on-board for
purchase on domestic flights.
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Aurora airline introduced branded on-board blankets
in business and economy classes and hot local cuisine
dishes on the in-flight menus on-flights to Japan,
China, and South Korea. The company also launched
an upgraded website.
Donavia airline introduced mobile check-in at Rostovon-Don, Mineralnye Vody, and Domodedovo (Moscow)
airports.
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In 2015, we continued to roll-out Fast Track/SkyPriority
(accelerated passport control and security checks)
in SkyTeam alliance hubs.

As an industry leader, Aeroflot Group adheres
to the concept of innovative development
to sharpen its competitive edge on the global
air transportation market.

Aeroflot Bonus is the largest frequent flyer
programme in Russia, CIS and Eastern Europe.
In 2015, the number of programme members
increased by 13.0% y-o-y to 5.1 million people.
Aeroflot Bonus members are essential for
building customer loyalty. In 2015, a frequent
Aeroflot Bonus flyer averaged 6.5 flights.

loyalty cardholders

Aeroflot Bonus offers its members
an opportunity to earn free miles when flying
with Aeroflot Group and SkyTeam Alliance,
paying with co-branded cards and using partner
services around the globe.
Free miles can be used to book premium flights
across Aeroflot Group’s and SkyTeam Alliance’s
route network, upgrade the travel class, book
a room, rent a car or buy other goods and
services offered by our rewards catalogue.
Aeroflot Bonus members may also donate miles
to charities under the Mercy Miles project.

Aeroflot
members,
million
Динамика Bonus
количества
участников
программы
«Аэрофлот Бонус». млн человек

18 new
partners

in Aeroflot Bonus
programme

13.7%

2.7

2011
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3.4

2012

In 2015, we enrolled 18 partners as part
of the bonus miles programme, designed
and implemented the reward catalogue
offering mile redemptions for partner goods
and services, and enhanced our mobile apps
for Aeroflot Bonus. We have also expanded
geography of mile redemptions for travel class
upgrades at check-ins. To strengthen the appeal
of this initiative, improve customer focus, and
increase returns we held about 20 special
campaigns with Aeroflot Bonus partners.

Aeroflot Bonus members by tier, 2015

0.9%
2.1%

19.1%

18.8%

The programme provides for Basic, Silver, Gold,
and Platinum tiers. Elite club members benefit
from additional privileges on Aeroflot Group
and partner flights.

0.1%

23.3%

4.0

2013

4.6

2014

13.0%

5.1

2015
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INNOVATION PROGRAMME

AEROFLOT BONUS

5.1 million

Business Overview

INNOVATION AND INFORMATION
TECHNOLOGY

SkyPriority

Starting from 2013, Aeroflot airline as a member
of the SkyTeam Alliance has been leading a SkyPriority
initiative offering accelerated completion of departure
formalities to frequent flyers who are prioritised during
the check-in, luggage drop-off, passport control, and
boarding.

Strategic Report

96.9%

The main document defining the focus areas
of the Company’s innovative development
is PJSC Aeroflot’s Innovative Development
Programme (the “Programme”) approved
by PJSC Aeroflot’s Board of Directors on 24
June 2011 and by the Task Force on Private
Public Partnership in Innovation under
the Government Commission on High
Technologies and Innovation on 28 June 2011.
The guidelines for innovative development
of subsidiary airlines – Rossiya, Orenair,
Donavia, and Aurora – are set out in relevant
programmes approved by the companies’
boards of directors in 2015.
PJSC Aeroflot’s Innovative Development
Programme includes the principal focus areas
of the Company’s innovative development,
major innovative projects, and R&D initiatives.
The Programme also comprises medium- and
long-term target KPIs up to 2020, including:
• cost reduction;
• energy and resource efficiency;
• service quality improvement;
• increased labour productivity;
• improved environmental friendliness;
• enhanced flight safety and aviation security;
• better flight punctuality and reliability.

The Programme’s action plan to streamline
innovative efforts includes initiatives
to develop an innovation management
system and measures to create an innovative
ecosystem (by coordinating efforts with small
and medium sized businesses, universities,
and research organisations, and within
technology platform partnerships), develop
IT technologies, improve and redesign
business processes. The Company has in place
a set of measures ensuring the Programme
implementation, including the medium-
term Programme implementation plan and
a roadmap, and providing for continuous
monitoring of implementation progress.
Key innovation focus areas:
• fleet upgrade;
• route network expansion;
• introduction of integrated systems for core
operations (ground handling, maintenance
and repair, aviation security, etc.);
• improved customer experience;
• integrated IT projects, including unification
and merger of IT systems across the Group
companies, introduction of uniform
operations related IT solutions, automation
of fleet and route network management,
development of a single booking system for
all flights operated by the Group airlines,
development of a single system for aviation
fuel procurement, introduction of effective
IT solutions to support passenger services,
etc.
In the reporting year, innovative projects were
primarily focused on information technology,
flight safety, and customer experience.

Basic
Silver
Gold
Platinum
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KEY INNOVATIVE PROJECTS IN 2015:
Projects were implemented in association
with universities and research organisations.
In the medium term, the Company intends
to expand its partner network of universities
and research organisations in the regions
where it operates to undertake joint R&D
efforts, coordinate recruitment, training and
professional development of employees,
technology forecasting, and sharing R&D
information.
In the reporting year, a number of joint
projects were implemented with other
organisations, including small and medium
sized businesses (SMEs), such as:
• development of approaches to analysing
the functional safety of aviation IT
infrastructure facilities;
• development and implementation
of Aeroflot Payment Index;
• development of an international systems
index, including AFOP for local markets and
others.

Структура расходов ПАО «Аэрофлот» на инновационное
PJSC Aeroflot’s innovative development
развитие по направлениям деятельности

costs by segment, 2015

In 2015, the Company continued to collaborate
with Innovation and R&D Directors Club and
Technology Platform Aviation Mobility and
Aviation Technologies. Involvement with these
non profit organisations:
• helps initiate projects closely related
to the Company’s core operations;
• enables the Company to secure funding,
including government budget funds,
to address challenges facing both
the industry and PJSC Aeroflot;
• supports decision making by state
authorities based on the results
of preliminary monitoring on communication
platforms;
• promotes the Company’s innovative
development.

Структура расходов ПАО «Аэрофлот» на исследования
и разработки по исполнителям

19.9%
2.9%

32.4%
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• Concept development and implementation
of a system to organise and run an ongoing
crowdsourcing based external competitive
research involving Aeroflot passengers
in resolving tasks related to improving
the Company’s processes.

• Knowledge Base IT system.

PJSC Aeroflot’s R&D costs by researcher, 2015

7.2%

Management
Operations
Services
Commercial
Safety and security
Environment and energy efﬁciency

Research, development and implementation
of an additional software module for
the state of the art computer based system
for professional training of PJSC Aeroflot’s air
crew.

Real time visual representation
of the results of implemented projects,
demonstration of an outspoken approach
to partners and focus on customers,
receipt of proposals, their analysis and
implementation. Improving the customer
satisfaction index.

3.6%
6.3%

23.4%

• Building interactive interfaces between
the “base” and remote access points (R&D
project).

Enhancing customer experience, reducing
the time of response to passengers’
requests, improving staff skills, providing
a tool for employee training.
• Automated update of customer data
in PJSC Aeroflot’s IT systems.

77.3%

27.0%

Universities
Research organisations
Other organisations, including SMEs

The system represents an integration
gateway which automates 17 out of 20
manual operations and combines several
software products required to register
a customer in the Corporate Loyalty
Programme. The system also automatically
checks applications submitted by users and
fills in request forms for other departments,
thus considerably simplifying and speeding
up the process of customer registration
in the Corporate Loyalty Programme.

• Development and deployment of a sales
management system for agent and
corporate sales.
Automation of the interaction with agents
and corporate customers, including
maintaining the customer’s profile covering
a wide range of parameters, distribution
of counterparties among managers, and
automation of communications with
counterparties.
The system will enable prompt replacement
of a sales manager without compromising
the business, speed up customer acquisition
via professional mass mailing targeting
different consumer segments, improve sales
efficiency by streamlining the corporate
customer and agent database management.
• Development and deployment of a caching
system to capture data on seat availability
and ticket prices to handle search queries
from online travel agencies’ websites
and Aeroflot’s website. Development
of procedures for uploading and updating
data on seat availability in booking classes
and ticket prices for flights operated by
Aeroflot Group airlines without accessing
the booking system (host).
The caching system is designed to act as
a buffer between metasearch engines and
the Sabre booking system. Connecting
metasearch engines and online agents
to the cache will create a network
of online airline capacity distribution
without increasing traffic to the airlines’
booking system. In this case, information
is not provided by the airlines’ booking
system but by the caching system. Direct
access to the booking system minimises
the expenses on paid traffic to Sabre web
services.
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AVIATION SECURITY DEVELOPMENT
• Development and launch of extra services
sales via the mobile website / mobile apps.
Enables sales of extra services via Aeroflot
airline’s mobile website / mobile apps
(Aeroexpress, rent a car, hotel booking, and
insurance).
• Development of a computer based simulator
for practicing oral communication between
air crew when completing checklists on
A320s based on semantic speech analysis.
Transfer pilots’ checklist training programme
(for Airbus A320) to new speech technologies
based on semantic recognition of the pilots’
utterances when modelling real time
cockpit communication. Semantic analysis
of the pilots’ speech will make the training
process more self sustaining and effective.

• Development and implementation
of the mobile application for flight
attendants.
A mobile application enabling electronic
entry of information related to the flight
plan, passenger feedback and questionnaires,
accounting for and distributing spirits onboard and accounting for extra in flight
services.

The Company lays special emphasis on
aviation security development, including
our canine service. In 2015, we continued
our research initiatives in improving
aviation security with involvement
of sniffer dogs. In the reporting period,
Aeroflot completed the first phase of its
R&D project “Development of an analysis
software to automate objectivisation of dog
inspection results through measurement
and integrated analysis of a sniffer dog’s

physiological responses” launched in 2014.
The results achieved enable all involved units
of management and supervisory bodies obtain
real time data on the canine team progress set
out in a formalised report.
In 2015, Federal Institute of Industrial Property
(FIPS) registered the Olfactory Monitoring
trademark outlining PJSC Aeroflot a trademark
holder.

• Analysing potential for using GLONASS
in civil aviation operations in remote and
underdeveloped areas.
The analysis will reduce the risks
related to unreasonable requirements
to the accuracy and reliability of air
navigation support to civil aircraft provided
by the GLONASS system in remote and
underdeveloped areas and identify areas for
improvement.

INFORMATION TECHNOLOGY DEVELOPMENT
Major IT projects implemented in 2015:
• launch of Sabre Intelligence Exchange
platform (functionality includes passenger
notification of the start of self service
check-in, a possibility to upgrade the travel
class, the requirement to enter visa details);
• SAP ERP transition to the new SAP HANA
platform;
• launch of the Corporate Loyalty Programme;
• implementation of the first stage
of the E-Commerce Platform (functionality
includes hotel booking, purchasing
insurance policies and Aeroexpress tickets);
• implementation of the extra sales system
that issues EMDs;
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• implementation of the Sabre Flight Plan
Manager system as part of the Sabre
AirCentre Operations Automation
Programme;
• introduction of the Online Gift Voucher and
Price Guarantee services on the Company’s
website;
• commercial launch of the sales management
system for agent and corporate sales;
• installation and activation of the Internet
on-board (in-flight Wi-Fi) service on three
Boeing 777s and two Airbus A330s.
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PROCUREMENT
Procurement activities at Aeroflot Group
comply with Federal Law No. 223-FZ
On Procurement of Goods and Services
by Certain Legal Entities of 18 July 2011,
Aeroflot Procurement Policy, relevant
policies of Aeroflot’s subsidiaries, and other
procurement-related regulations adopted
by the Russian Government. Procurement
needs of subsidiaries are met both through
a consolidated procurement process by
PJSC Aeroflot, and individual subsidiary
procedures.
Procurement transparency, no discrimination
and unreasonable restrictions, and ability
to procure from a wide pool of quality bidders
are top priorities for the Group in its strive
to maximise procurement efficiency and
reduce costs.

Transparent competitive procedures and
formula-based pricing optimise fuel costs,
which has always been a major expense item
for the Company. Fuel pricing formulas are
devised in the bidding process. The share
of fuel procured at formula-based prices
in 2015 reached 76% in Russian and 96%
in foreign airports. In 2015, due to volatile
economic environment formula-based pricing
in Russia went down by 4 p.p. y-o-y.
Pursuant to the order of the Deputy Prime
Minister and paragraph 3 of Meeting Minutes
No. IS-P9-25pr of 21 November 2011,
PJSC Aeroflot focuses on direct cooperation
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PROCUREMENT FROM SMALL AND MEDIUM
ENTERPRISES
The procurement process in PJSC Aeroflot
and its subsidiaries is organised in line with
the best practices, including online bidding.
In 2015, 95.98% of all PJSC Aeroflot’s tenders
were organised online. In monetary terms,
50.45% of all supplies was procured via online
bidding process (6.3% y-o-y), complying with
the requirements of the Federal Agency for
State Property Management (Instruction
No. GN-13/1206 of 21 January 2011). Each
tender received an average of 3.53 bids (+1.1
y-o-y). This testifies to complete transparency
and competitive nature of the tenders
organised by PJSC Aeroflot, and a growing
interest of potential suppliers.

Procurement processes at PJSC Aeroflot
provide for a broad involvement of small
and medium businesses (SMEs). Between
1 July 2015 and 31 December 2015, supplies
of PJSC Aeroflot from SMEs accounted for
17.9% of the procurement volume established
in accordance with Government Resolution
No. 1352, with supplies procured under
SME-only bidding accounting for 8.55% – far
exceeding the share prescribed by the law.

SMEs are also actively involved in the import
substitution programme.
The Group is committed to continue
supporting SMEs by facilitating their
access to corporate tenders in accordance
with the specifics of SME participation
in procurement and the specifics of civil
aviation.

PJSC Aeroflot has developed and duly adopted
an SME cooperation pilot and composed a list
of goods and services to be procured from
small and medium businesses.

ADVISORY BOARD IN CHARGE OF INDEPENDENT AUDIT
OF PROCUREMENT EFFICIENCY

FUEL PROCUREMENT
In 2015, all fuel supply contracts were
signed by PJSC Aeroflot based on results
of bidding processes won by tenderers who
could offer the best financial terms and
guarantee required reliability, including
security assurance. In 2015, the average
monthly fuel procurement for Aeroflot Group
aircraft in Russia totalled 81 thousand tonnes,
of which PJSC Aeroflot accounted for 27% and
other Group companies – for 73%.

Strategic Report

with vertically integrated oil producers and
their subsidiaries specialising in aircraft fuel
sales to avoid an unjustified rise in fuel prices
or an artificial supply shortage.
At the Group level, fuel procurement terms
are determined by agency agreements.
When making a consolidated order covering
the demand of all Group companies,
PJSC Aeroflot initiates bidding process to select
suppliers of fuel and related aircraft services.

In its pursuit of procurement transparency,
PJSC Aeroflot established an advisory board
in charge of independent audit of procurement
efficiency. The Advisory Board includes
representatives of public organisations,
scientists, and procurement experts.

The Advisory Board:
• is responsible for auditing PJSC Aeroflot
procurement operations;
• monitors implementation by PJSC Aeroflot
of measures enhancing access of small and
medium businesses to corporate tenders;
• improves efficiency of applied advanced
technologies, ensures transparency, and
enhances fair competition in PJSC Aeroflot’s
procurement processes.

Information on Advisory Board is available on Aeroflot airline
website. http://www.aeroflot.ru/cms/content/soveshchatelnyiorgan.

The Advisory Board operates under an action
plan approved for each calendar year.

These arrangements cover virtually the entire
fuel needs of subsidiary airlines excluding
a small number of Russian airports (less than
3%) which are not contracted or alternate
airports, as well as airports where fuel
procurement is part of integrated ground
handling agreements.
Optimisation of fuel procurement at Aeroflot
airline is in the competence of the Bidding
Commission of PJSC Aeroflot and is subject
to approval by the Fuel Committee.
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APPROACH TO SUSTAINABLE DEVELOPMENT
Aeroflot Group actively contributes to society by
increasing people’s mobility and accessibility of
Russian regions. The Group and its subsidiaries
work to benefit a wide range of stakeholders,
primarily its passengers and employees.

34.0
thousand
employees

total headcount of
Aeroflot Group

Aeroflot Group’s management team fully
understands and assumes responsibility not
just for the Group’s business success but also for
Russia’s overall development and contribution
to addressing some of the most pressing
challenges of today, as well as upholding the
rights of all stakeholders. Therefore, seeking
the right balance between the interests of our
business and societal interests is an essential
aspect of the Group’s activities and growth.

As it closely links its performance with Russia’s
overall development, Aeroflot Group pursues
multiple corporate social responsibility (CSR)
projects aimed at contributing to Russian
society, promoting culture and sports, providing
support for vulnerable groups, preserving the
environment, and supporting other important
social projects.
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Aeroflot Group headcount, year-end,
Динамика списочной численности персонала Группы
thousand
people
«Аэрофлот» на конец года. тыс. человек

28.4

28.8

30.5

2012

5.6%

headcount
growth

Appendixes

Aeroflot Group’s personnel breakdown
by category, 2015
10.4%

16.3%

2013

2014

2015

Cockpit crew*
Cabin crew
Technical maintenance and repairs
Selling tickets and services, advertising
Airport services
Other personnel of aviation companies
Other personnel of non-aviation companies

11.5%

6.0%

Other personnel
of aviation companies

PJSC Aeroﬂot
JSC Rossiya Airlines
JSC Orenair
JSC Donavia
JSC Aurora Airlines
LLC Pobeda Airlines
Non-aviation companies

7.0%
0.9%

PJSC Aeroflot headcount, year-end,
thousand people
Динамика списочной численности персонала ПАО
«Аэрофлот» на конец года. тыс. человек

60.0%

2.9%

Selling tickets and services,
advertising

Airport services

4.9%

5.7%

Technical maintenance
and repairs

–5.8%

11.4%

1.6%

13.5%

Cabin crew

28.7%

Aeroflot Group’s personnel breakdown
by company, 2015

8.2%

Cockpit crew*

–6.3%

The Group’s HR policy seeks to build an effective
framework of employee relations as a key
source of the Group’s competitive advantages
and ensure generation of economic efficiency
gains in all areas of HR management based on
comprehensive consideration of the factors that
influence employee motivation, encouraging
them to fully fulfil their potential.

32.2
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34.0

Change in Aeroflot Group’s headcount,
by category, 2015, y-o-y

Highly skilled personnel is key to Aeroflot Group’s continued success. Consistent
approach to HR management ensures sustainable development for the Group,
high performance across its key business areas, and trust of passengers and wider
society.

As at 31 December 2015, the total headcount of
Aeroflot Group was 34.0 thousand employees,
a 5.6% increase y-o-y. The headcount growth
was driven by the Group’s expansion and the
implementation of a programme to provide
employment to Transaero airline’s employees.
As of 31 December 2015, Aeroflot Group
provided jobs to about 2 thousand former
employees of Transaero airline, with more
Transaero employees going through a review
process. A total of 6,060 vacancies were offered
to Transaero employees across Aeroflot Group.

Financial review

16.8%

2011

HR POLICY AND PERSONNEL STATISTICS

Corporate Social Responsibility

11.5%

Aeroflot complies with all applicable HR, health,
safety and environmental protection legislation,
striving to meet the highest global standards
for corporate social responsibility.

HUMAN RESOURCES

Aeroflot Group’s HR policy is designed to expand
the Group’s local and global market footprint
and win passengers’ trust.

Business Overview

12.3%

PJSC Aeroflot’s personnel breakdown
by
category, 2015, %
Структура персонала ПАО «Аэрофлот» по видам
деятельности в 2015 году.%

16.0%

10.5%

20.4
32.6%

19.0
17.9
16.4

22.6%

15.0

2011

2012

2013

2014

2015

Cockpit crew*
Cabin crew
Technical maintenance and repairs
Selling tickets and services, advertising
Airport services
Other personnel

11.3%
7.0%

* Includes pilots in command, co-pilots, and other flight crew members (flight engineers, pilot instructors, and others).
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PJSC Aeroflot’s personnel breakdown
by age, 2015

PJSC Aeroflot’s personnel breakdown
by
years with the Company, 2015
Структура персонала ПАО «Аэрофлот» по

Структура персонала ПАО «Аэрофлот»
по возрастному составу в 2015 году

7.9%
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Gender breakdown of
PJSC Aeroflot’s managers, 2015
Гендерная структура руководящего состава
ПАО «Аэрофлот» в 2015 году

стажу работы в 2015 году
9.4%

22.1%

Strategic Report

12.8%

56.9%
8.3%
33.9%
9.3%

21.0%

Up to 1 year
1–4
5–9
10–14
15–19
20–24
25+

under 40 years
40–49 years
50+ years

66.1%

50.5%

35.3%

17.0%

FEMALE EMPLOYEES

Men
Women

aircraft. There are 18 female pilots in the
Group’s airlines, including pilots-in-command:
14 female pilots in Aeroflot, two in Donavia,
and one in Orenair and Aurora each. About 34%
of PJSC Aeroflot’s managers (division head level
and higher) are women.

Gender breakdown of PJSC Aeroflot’s
personnel, 2015

Breakdown of PJSC Aeroflot’s female
employees by business activity, 2015

0.1%

0.01%

3.3%
10.9%

14.7%
49.5%

19.8%
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employed by
Aeroflot Group’s
airlines

In 2015, PJSC Aeroflot provided or arranged
for training for 28.4 thousand employees
(some employees completed more than one
training programme) both in-house and
externally, across a range of training, retraining,
professional development, and certification
programmes.

In 2015, over 3 thousand employees completed
training courses at external educational
institutions under compulsory operations
personnel training and other training
programmes.

In 2015, the Company’s Department for
Aviation Personnel Training delivered
training to 11.2 thousand employees from
across engineering, flight operations and
ground operations, with students completing
instruction courses in new aircraft types,
receiving flight simulator training, passenger
and cargo flight management training, training
in SABRE booking, and other courses.

Employees enrolled in training
Динамика числа слушателей обучающих
programmes,
thousand people
программ. тыс. человек

Cabin crew
Other personnel
Airport services
Selling tickets and services, advertising
Technical maintenance and repairs
Cockpit crew
Other ﬂight crew members

28.9
5.8

22.6
3.6

26.3

28.4
3.3

4.2
5.2

11.2
8.0

6.7

51.2%

Men
Women

18 female
pilots

PERSONNEL TRAINING AND DEVELOPMENT

 he Group is committed to equal opportunity
T
and provides equal support to women
irrespective of positions they hold; 50.5%
of all PJSC Aeroflot’s employees are women.
Women are employed in a wide range of roles –
providing customer service both in flight and
on the ground, working in technical positions,
holding various office jobs, and piloting

50.5%

of all PJSC Aeroflot’s
employees are
women

During 2015, Aeroflot Aviation School, a
subsidiary private vocational education
institution, provided training to about
14 thousand students. The school delivered
retraining and professional development
courses focused mainly on ground service
of aircraft, flight attendant training, aviation
security, regulations for hazardous cargo
transportation, and foreign languages.

17.9
12.3

2012

2013

14.1

13.9

2014

2015

Aeroﬂot Aviation School’s programmes
Programmes offered by the Department
for Aviation Personnel Training
External training
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AEROFLOT AVIATION SCHOOL
Aeroflot Aviation School private vocational
education institution (the “Aviation School”)
strives to lead in aviation personnel training in
Russia, seeking to deliver training in line with
international best practices.
In 2015, the Aviation School delivered training
for cockpit crew and cabin crew, air traffic
controllers, aircraft maintenance and flight
support staff.

13.9
thousand
employees

in the Russian civil aviation industry. For
many years, the School has successfully
collaborated with leading international industry
organisations and has accreditations with ICAO,
IATA, TCH, Sabre, Amadeus, SITA, and other
industry bodies and organisations; the Aviation
School is also certified for compliance with ISO
9001-2011.
The Aviation School is ranked among the top 10
IATA Authorised Training Centres in Europe.

The Aviation School is a reliable provider of
vocational training services for most airlines,
airports, and other companies and entities

received training
at Aeroflot Aviation
School

Students enrolled in Aeroflot Aviation
School’s programmes (Aeroflot Group’s
employees only), thousand people

инамика числа слушателей программ «Авиашколы
Аэрофлота» (только сотрудники Группы «Аэрофлот»).

13.9
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In addition to the aforementioned targeted
training programme, for the second year,
Company offers personal scholarships to
students of civil aviation schools to encourage
graduates to seek employment with Aeroflot
airline. As part of this programme, mutual
cooperation agreements have been signed
with Ulyanovsk Higher Civil Aviation School,
Saint Petersburg State University of Civil
Aviation, Krasny Kut Civil Aviation School,
Sasovo Civil Aviation School, and Buguruslan
Civil Aviation School.

Number of students whose training is
funded by PJSC Aeroflot
57
50

32

2014

2015

NON - MONETARY INCENTIVES FOR EMPLOYEES
Breakdown of Aeroflot Aviation School’s
students by training area, 2015

Структура слушателей «Авиашколы Аэрофлота» по
направлениям подготовки в 2015 году

11.7%

14.1

Financial review

Динамика количества бюджетных мест подготовки.
выделенных ПАО «Аэрофлот»

2013

6.9%

17.9

Corporate Social Responsibility

39.9%

17.9%

 eroflot Group runs employee recognition
A
schemes as a non-financial motivation tool
and a way to recognise people across the
Group’s airlines for their achievements and
contribution. In 2015, we focused our efforts
in enhancing non-financial incentives on
awarding and recognising Aeroflot Group
employees for achievements in performing their
duties. Over 1,400 employees of PJSC Aeroflot
were recognised with corporate awards in
2015, including seven employees awarded

with Aeroflot Excellence badge of honour, and
145 employees awarded with Operational
Excellence in Aeroflot badge; 91 employees
of the Flight Operations Department were
awarded distinctions.
Best performers in the Group’s subsidiaries were
celebrated with corporate awards, industry
awards of the Russian Ministry of Transport, and
also with regional and municipal awards.

12.3
23.6%
2012

2013

2014

2015

Flight attendant training
Engineering personnel training
Language training
Ground operations training
Flight operations training

COLL ABORATION WITH TECHNICAL SCHOOLS
AND UNIVERSITIES
In 2015, for the third time, Aeroflot Group
participated in targeted selection of
prospective students for the Flight Training
programme.
Students receive training at Ulyanovsk
Higher Civil Aviation School (University), Saint
Petersburg State University of Civil Aviation,
and Moscow State Technical University of Civil
Aviation. The students enrolled through the
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targeted selection programme sign contracts
committing them to execute an employment
agreement (contract) with PJSC Aeroflot upon
graduation and work with the Company for
no less than the prescribed period. The first
students enrolled in the programme will
graduate in 2017.

OCCUPATIONAL HEALTH AND SAFETY
Transport industry has a significant share of
jobs exposed to harmful and hazardous working
conditions, which makes health and safety
matters a foremost priority. PJSC Aeroflot has
a certificate confirming its compliance with
regulatory occupational safety requirements.
In 2015, we continued consistent efforts to
ensure safe working conditions, with special
attention paid to health and safety training,
monitoring the state of health and safety
performance and preventing occupational
injuries and diseases.

During 2015, there were 19 accidents of
varying severity. The accidents were thoroughly
investigated, with the heads of relevant
business units communicating to their
subordinates the accident circumstances and
causes, and safety briefings provided. Injury
frequency rates in 2015 were improved from
the previous year, as a result of the Company’s
consistent efforts in this area.

In 2015, Aeroflot airline carried out a special
assessment of working conditions at
5,615 workplaces as per Federal Law No. 426-FZ
On Special Assessment of Working Conditions.
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Resort therapy for employees and their families
Number of injuries per 1,000 employees of
PJSC
Aeroflot,
people
Динамика
численности
пострадавших от несчастных
случаев в расчете на 1 тыс. работников ПАО

Lost time incident rate (per injured person)
in
PJSC Aeroflot
Динамика
количества дней временной

нетрудоспособности на одного пострадавшего по ПАО

As part of the corporate rest cure programme, the
Company’s employees and their families are sent to
various health resorts located in different regions of
Russia and abroad in cases of medical necessity.

treatment under the Mother and Child programme. Rest
cures are mostly provided at the Black Sea coast and
health resorts at Mineralnye Vody (mineral spring resorts
located in the South of Russia).

21.2

The programme is financed using voluntary health
insurance coverage and funds from the budget of the
Social Insurance Fund of the Russian Federation, which
is formed from insurance contributions made by the
Company to insure employees against work accidents
and occupational diseases.

During school summer holidays, 400 children of
the Company’s employees spent time in the Starlet
children’s holiday camp (at the Sunny Beach in Bulgaria).
A special health rehabilitation programme for flight crew
(pilots and flight attendants) was run at a health resort
in Karlovy Vary, the Czech Republic, where 800 pilots and
flight attendants received free medical treatment.

2015

In 2015, the Company provided funds to cover health
resort vacations for 2,495 employees, including for
72 children who together with their parents received

2.04
1.65

46.6
1.56
1.15

1.03

29.7

27.8
22.2

2011

2012

2013

2014

2015

2011

2012

2013

2014

SOCIAL PROGRAMMES FOR COMPANY EMPLOYEES
Aeroflot Group’s social policy is developed and
implemented in a systemic manner, pursuant to
PJSC Aeroflot’s Collective Bargaining Agreement
and approved local internal regulations. The
current version of the collective bargaining
agreement was approved in 2014 and is valid
until 1 December 2017.
The principal objective of our social
programmes is to recruit and retain people
whose performance contributes to improving
the Company’s business and achieving its
strategic goals. Our social programmes are

also aimed at developing key competitive
capabilities of our people – professionalism,
constructive attitudes, customer focus,
resilience, and team spirit, while also improving
motivation and loyalty levels.
Social benefits offered by social programmes
are part of the compensation package, fostering
a favourable environment for employees’
effective performance, providing social support
to the staff, and bolstering the image of
Aeroflot airline.

Occupational pension scheme

2.5 thousand
employees
sent to health
resorts
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PJSC Aeroflot’s pension scheme is based on
joint participation of the employer and the
employee, whereby personal contributions
of the scheme participants are matched by
those of the Company at the rate of 20%.
As at the end of 2015, 5,949 employees of
PJSC Aeroflot participated in the corporate
private pension scheme.
Upon retirement, the Company
complements the state-funded pension of
an employee participating in the private

pension scheme with a corporate pension.
As of 31 December 2015, corporate pensions
were paid to 4,293 former employees.
The Company runs its private pension
scheme in parallel with an incentive
scheme to provide mandatory pension
insurance through co-financed
contributions to the cumulative part of the
state-paid pensions.

Housing programme for Aeroflot airline’s crew

Financial assistance to current and former employees

In 2015, 47 pilots participated in a housing
programme, with the Company subsidising interest
payments on employees’ mortgage loans.

In 2015, PJSC Aeroflot’s Social Policy Commission
provided financial support to 114 current and former
employees in difficult circumstances.

Corporate housing for employees

Daycare spending compensation programme for
employees kids

During the year, the Company’s key empoloyees from
the regions were provided with company-owned
housing close to Sheremetyevo airport, with 1,500
employees on average benefiting from the free lease
arrangements.

During 2015, over 2,000 employees of PJSC Aeroflot
were provided with daycare spending compensation
benefits for their children.

These housing opportunities are mostly provided
at Aeroflot’s Flight Camp based at Ozero Krugloe
Complex in Moscow region (close to Sheremetievo
airport). The Camp is not just a place for residence
and recreation; it also provides an interactive
platform to help foster the corporate culture and
share expertise. Employees residing at the Camp
enjoy comfortable amenities, including free access to
fitness facilities, a cinema hall, Wi-Fi in the rooms, etc.
In 2015, over 1,100 employees resided in the Camp.

97

Aeroflot Group Profile

ENV IRONMENTAL PROTECTION
PROGR AMME

Strategic Report

Business Overview

1.2%

reduction of
specific fuel
consumption across
Aeroflot Group

In addition to fuel-efficiency initiatives,
priorities in this area also include:
• improving energy efficiency of operations by
implementing resource-saving policies and
technologies;
• recycling-based waste management aimed
at reducing the environmental footprint;

• using environmental performance indicators
as a selection criterion for suppliers and
contractors;
• incentivising employees to use resources
sparingly.
In February 2015, PJSC Aeroflot’s integrated
environmental management system
successfully passed a supervisory audit,
confirming its compliance with ISO 14001:2004
international standard. The audit scope
included a review of documents related to
the environmental management system and
assessment of operations and facilities in
terms of their impact on the environment.

FUEL EFFICIENCY
During 2015, to mitigate environmental impact
the Group’s airlines continued implementing
existing programmes to improve fuel
consumption and shift to more advanced, fuelefficient aircraft.
Fuel-efficiency initiatives at Group airlines
focus on:
• analysis of route options to select the best
flight routes between destination and
departure airports;
• optimisation of fuel consumption during
ignition and taxiing;
• use of reduced thrust-takeoff procedures;
• route alignment;
• use of optimal approach and landing
procedures;
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• minimising the variance between the
projected and actual revenue loads in
departure airports;
• centre-of-gravity control;
• optimal use of auxiliary power units;
• use of ground systems for pre-flight air
conditioning of aircraft cockpit and cabins;
• improving aircraft aerodynamics through
quality, full aircraft surface washing;
• improving aircraft engine efficiency through
gas/air duct cleaning;
• aircraft weight optimisation;
• reducing fuel consumption through
monitoring and reduction of water supplies
on-board; use of updated weight estimates
for kitchen equipment and in-flight meals.

Appendixes
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23.5

PJSC Aeroflot’s environmental policy is aimed
at improving the energy efficiency and
environmental performance indicators of its
end products. The key focus in environmental
management is on improving aircraft fuel
efficiency, which helps reduce the Company’s
environmental footprint while at the same
time cutting fuel costs, a major contributor to
overall operating expenses.

Financial review

Удельный расход топлива
Specific fuel consumption
по авиакомпании «Аэрофлот»

Specific fuel consumption
in Aeroflot Group
329.2

Aeroflot Group is fully aware of its responsibility to society and future generations
and as the undisputed leader of the Russian civil aviation industry is committed
to ensuring sustainable development across all areas of its activities. The Group
complies with all applicable environmental protection legislation and strives to
meet the strictest international environmental standards.

Corporate Social Responsibility
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299.2 g/TKM
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23.3

Aeroflot airline’s
specific fuel
consumption

2015
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Note: Calculated based on fuel consumption rates for transportation operations; for FY2011 calculation of Aeroflot Group’s fuel
consumption is based only on airlines’ which were part of the Group as of 31 December 2011.

Specific fuel consumption across
Aeroflot Group decreased by 3.7 grammes
(or 1.2%) y-o-y to 304.5 grammes per tonnekilometre (TKM). Aeroflot airline’s specific
fuel consumption was reduced over the same

period by 2.4 grammes (or 0.8%) to 299.2 g/TKM,
which is an excellent level for an airline
operating short-, medium- and long-haul
aircraft.

AIR QUALITY INITIATIVES
Aeroflot Group has in place a СO2-emissions
monitoring and measuring system to ensure
compliance with Russian and European
requirements for monitoring, reporting
and verification of greenhouse gas (GHG)
emissions. This system is in particular used at
Rossiya, Orenair and Aeroflot airlines.
Aeroflot airline’s entire fleet complies
with ICAO standards for noise levels and
atmospheric pollution.
To reduce the environmental impact of ground
vehicles the Group’s airlines carry out regular
fine-tuning of instrumental controls and fuel
system to ensure compliance with permitted
toxicity and smoke levels.

The СO2 Emissions Calculator is available on
Aeroflot’s website and allows passengers to
assess the carbon footprint of their flight.
The Online CO2 Emissions Calculator was
developed in line with the best industry
practices and using ICAO and IATA
methodologies.
The voluntary donations made by passengers
to offset their carbon footprint will be used to
support green initiatives aimed at reducing
GHG emissions (tree planting, protection of
forests against bark beetles, clean energy
initiatives, clean-ups of water bodies, etc.).

As part of its efforts to implement the Carbon
Offset Programme, in late 2015, Aeroflot intro
duced an online СO2 Emissions Calculator tool.
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CHARIT Y PROGR AMMES
AND CORPOR ATE SPONSORSHIP

WATER RESOURCE MANAGEMENT
In 2015, the Company’s environment experts
and SPU-1 DZM, which services the Company’s
Office Building in Melkisarovo, implemented a
project to monitor the amount and quality of
waste water discharged by the office building’s
treatment facilities. A total of 316 tests of
treated waste water samples were carried out.
The results suggest that all relevant standards
are met.

In 2015, the Company’s specialists also
monitored the morphometric characteristics
of the Klyazma River. The findings will be used
as an input to improve the effectiveness of
water protection measures and water resource
management.

WASTE MANAGEMENT
AND DISPOSAL

ENVIRONMENTAL
FEES

Environmental specialists at the Group’s airlines
conduct regular inspections of industrial and
consumption waste storage sites, managing
waste disposal contracts with external
organisations.

Pursuant to Federal Law No. 7-FZ On
Environmental Protection dated 10 January
2002, Aeroflot Group pays environmental
fees for using natural resources. Fees for
the negative impact are calculated based
on the Natural Resource User Module 1.7
by the Russian environmental watchdog
(Rosprirodnadzor).

In 2015, 66% of the total waste generated by
PJSC Aeroflot were recycled. Aeroflot is the
only Russian air carrier to collect and recycle
de-icing fluid after aircraft maintenance
procedures.

Strategic Report

Aeroflot Group strives to leverage its industry leadership
to contribute to society, focusing mostly on support for
vulnerable social groups. The Group implements a wide
range of charitable and social programmes in all regions
of operation. Support for sports, including international
events which boost Russia’s reputation, is an integral

element of Aeroflot’s policy as a national airline. In
addition to charity and sponsorship programmes, Aeroflot
is actively involved in other programmes aimed to support
and contribute to the country’s social and economic
development.

CHARITY PROGRAMMES
HELPING CHILDREN
Support for children in difficult life situations is an essential element of PJSC Aeroflot’s CSR programme.

Total fees paid by PJSC Aeroflot
and its subsidiary airlines for negative
impact on the environment, RUB million
0.2
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Miles of Mercy programme

2015 marked the seventh year of the Miles of
Mercy charity programme which Aeroflot airline
had established as one of the ways to provide
assistance to children with serious illnesses. The
campaign enables participants of the Aeroflot Bonus
programme to contribute the bonus miles they
earn to the accounts of charitable organisations
participating in the programme, including the Give
Life charitable fund, Vladimir Spivakov International
Charity Foundation, the Russian Assistance Fund
operated by Kommersant Publishing House, and the
Life Line fund. The contributed miles are used by
the participating charity funds to carry children with
serious health conditions to countries and cities
where they can get the necessary treatment.

0.4
2.2

4.7

0.5
0.7

In 2015, a total of 6,829 tickets and 276,639,464
bonus miles were donated to support the activities
of charitable organisations.

Train of Hope

In 2015, Aeroflot airline, for the tenth time, took part
in the national charity programme, Train of Hope,
organised by Radio Russia as part of its Child’s Question
social project. The purpose is to draw the attention of
society, business people, executive government and
law-makers to the issue of children without parents,
to provide assistance to such children and to organise
meetings with prospective adopters.
The Train of Hope comes to cities which according
to statistics have the largest numbers of children
deprived of parental care. The milestone, tenth trip
of the Train of Hope brought to Irkutsk eight families
from the Samara Region, the Krasnodar Territory, the
Republic of Adygeya, Petrozavodsk, Belgorod, Saint
Petersburg, and Moscow, planning to adopt or assume
guardianship. The families adopted 13 children.
Aeroflot provided 30 free tickets on the Moscow–Irkutsk
flight and 40 return tickets.

4.7
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6.7
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2013
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Donavia
Pobeda

Support for children’s homes

In 2015, the Company continued providing support to
children’s homes across Russia, including the Pokrov
Children’s Home in the Vladimir Region. During
school summer holidays, 46 children spent time in
the Robinson children’s holiday camp in Bulgaria; and
on the eve of the New Year holiday Aeroflot airline’s
volunteers brought New Year gifts to children at the
Pokrov Children’s Home. The Company spent a total
of RUB 3.9 million on recreation programmes and
gifts for children.

Support for Aviator club

In 2015 Aeroflot provided ﬁnancial support to Aviator
aviation-themed children’s club.
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SUPPORT FOR GREAT PATRIOTIC WAR ( WWII ) VETERANS

CHARITABLE ACTIVITIES OF SUBSIDIARIES

Paying tribute to the great heroic deeds of WWII veterans, the Company provides
regular support to war veterans throughout the year, assisting them in various areas.

PJSC Aeroflot’s subsidiaries do not run major charity
programmes, with the exception of several initiatives
pursued by Orenair and Aeromar.

Comrades in Arms campaign

In 2015, PJSC Aeroflot carried out its fifteenth annual
Comrades in Arms campaign aimed to support WWII
veterans.
In 2015, the campaign was held on an unprecedented
scale to celebrate the 70th anniversary of the Great
Victory Day. Aeroflot airline carried record numbers
of WWII veterans and accompanying persons – over
20,000 people in total. The campaign also covered
flights operated by subsidiary airlines, including Rossiya,
which carried over 5,000 campaign participants, and
Orenair, which carried 1,200 veterans and accompanying
persons. Significant amendments were made to the
campaign rules: Aeroflot for the first time assumed
all financial obligations to carry WWII veterans and
accompanying persons – payment of the base fares,
charges and duties. The number of tickets available was
not capped – also for the first time.
The flight geography was also significantly expanded:
eligible participants were provided with tickets on any
domestic flights, and to destinations in CIS countries,
Europe, Baltic states and Georgia.
Heroes of the Soviet Union, Full Cavaliers of the Order
of Glory and accompanying persons were provided with
business class tickets. Depending on the load factors
and availability of seats, Aeroflot Group’s airlines made
travel class upgrades for other campaign participants

and provided access to business class lounge at
airports. When on-board aircraft, WWII veterans were
given commemorative signs with St. George Ribbon and
other souvenir gifts themed around the 70th anniversary
of the Victory Day.
A special check-in area was designated at the
Sheremetievo airport, with support provided through
departure formalities, vouchers handed out to cover
meals at the airport’s cafés and restaurants, and
priority baggage reclaim at landing. The campaign
participants were offered increased baggage allowances
or the services of airport baggage storage. Aeroflot
provided hotel accommodation to WWII veterans
and accompanying persons with connection times of
between 6 and 24 hours. All the above services were
offered free of charge.
During the campaign period, over 170 passengers were
provided with hotel accommodation; over 1,500 meal
vouchers were handed out; and about 3,500 business
class lounge passes were granted.
As part of preparations for the campaign, customerfacing employees at airports and in cabin crew
received additional training and briefings to ensure
informational and medical support for the distinguished
guests.

Charitable support to WWII veterans from among retired Aeroflot employees

PJSC Aeroflot’s Management Board resolved to provide
monthly food packages to WWII veterans from among
retired Aeroflot employees, with one food package

102

2015 ANNUAL REPORT

worth at least RUB 6 thousand. In 2015, a total
of RUB 5.8 million worth of support was provided
to veterans.

Orenair in conjunction with the Orenburg Region Social
Development Ministry holds an annual charitable campaign
themed The Wings of Kindness. As part of the campaign,
the airline provides free tickets on own scheduled flights to
Orenburg Region citizens in need of state support. During
2015, 1,377 passengers were carried under the programme,
including WWII veterans, disabled persons, citizens in
difficult life situations, forced migrants, Heroes of the
Russian Federation, and Heroes of Socialist Labour.

Financial review

Corporate Governance
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During the reporting year, Orenair also provided support
to the company’s retired former employees, including
financial support to mark the Russian Civil Aviation Day,
International Women’s Day, and other important dates and
anniversaries. The retired employees were also provided with
free subscriptions to Yuzhny Ural newspaper, and a former
employee’s home was renovated. The total spending on
support for retired employees amounted to RUB 5.3 million.
In 2015, Aeromar spent a total of RUB 678 thousand on
charitable purposes, including support for the Labour Day
celebrations, construction of church in Khimki (Moscow
region), and other initiatives.

In 2015, as part of activities to celebrate WWII veterans and
war workers on the occasion of the 70th anniversary of the
Victory Day, Orenair provided a total of RUB 1.3 million of
financial support.

CORPORATE SPONSORSHIP
PJSC Aeroflot is a socially responsible enterprise and in 2015
it continued its traditional sponsorship support to multiple
sports, culture, and other social projects, initiatives, and
organisations. Aeroflot’s sponsorship efforts are focused on
promoting Russian sports and providing support to Russian
sports organisations, which are involved in programmes
aiming to improve the performance levels of Russian athletes
and help them achieve high goals in international sports
competitions. Aeroflot is also focused on support for events
held by cultural organisations to promote Russian culture
abroad. Victories of Russian athletes, as well as culture and art
initiatives contribute to bolstering the country’s positive image
internationally and help foster positive attitudes towards
Russia and Russian companies, including Aeroflot Group,
among foreign audiences.
In 2015, PJSC Aeroflot allocated a total of RUB 1.9 billion for
sponsorship support. These funds were used primarily to
finance Russian sports and culture, as well as promote our
brand globally through international partnerships.

Breakdown of PJSC Aeroflot’s spending on
sponsorship programmes, 2015
9.5%

23.0%
67.5%

Football-related projects
Other sports initiatives
Cultural projects

In 2015, PJSC Aeroflot’s subsidiaries did not provide any
sponsorship support.
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Aeroflot provided support to a number of
cultural initiatives run by the Directorate of
International Programmes foundation, which

in 2015 held a series of events to promote
Russian culture internationally, including Mobile
Academy of Arts in Baku, a Russian film festival
at the World Expo 2015 in Milan, the Young
Russian Culture in Italy festival, Cannes Russian
Art Festival and other cultural events in France,
and Russia Visits Essen Russian art and film
festival in Germany.
PJSC Aeroflot traditionally cooperates with
leading media outlets and media holdings,
which helps maintain a positive profile for
Aeroflot brand among Russian consumers.

FOOTBALL CLUBS
Having reiterated its commitment to remain
the Official Carrier of CSKA Professional
Football Club, Aeroflot provided support to
one of the best-performing Russian teams
and gained access to a multi-million audience
of football fans through a wide range of
marketing and advertising options and an
enhanced visibility of Aeroflot brand at all
games played by CSKA Football Club, secured
by arrangements with football clubs.
Since 2013, Aeroflot has been an official
sponsor and carrier of Manchester United,
one of the most popular football clubs in
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CONTRIBUTION TO SOCIAL AND ECONOMIC DEVELOPMENT OF RUSSIA

CULTURAL PROJECTS
In 2015, Aeroflot continued its support for
ROSKINO film production company in holding
international cultural events to promote Russian
cinema at top international film festivals,
including the European Film Market (EFM) in
Berlin, the Cannes Film Festival, the Venice Film
Festival, the Toronto International Film Festival
(TIFF), London Film Festival, the American
Film Market (AFM) in Los Angeles, and Saint
Petersburg International Media Forum.

Strategic Report

the world. The choice of this football club as
a partner reflected the airline’s positioning
in key international markets, particularly in
Asia. This partnership has generated great
commercial benefits in terms of higher ticket
sales in target international markets: 6% of
international passengers chose to fly with
Aeroflot mainly due to its partnership with
this football club, and 29% admitted influence
of this partnership on their choice of carrier.
Since the start of this partnership, the total
audience of Aeroflot’s marketing campaigns
has reached 2.1 billion people.

In addition to charity and sponsorship projects, Aeroflot pursues a number of other programmes and is involved in
initiatives aimed to support and contribute to the country’s social and economic development.

Involvement in resolving the situation
around Transaero

Funding for the Far Eastern Federal University

Aeroflot Group assumed and fulfilled the obligation
to carry about 2.0 million passengers of Transaero,
which ceased its operations on 26 October 2015.
In particular, 1.8 million passengers were carried
on Transaero flights, which were financed by
Aeroflot Group, and 0.2 million passengers were
carried on the Group’s own flights. Transaero’s
customers got a full refund of tickets, including the
base fare, charges and duties (if the service was not
rendered).

In 2015, Aeroflot allocated RUB 50 million for the Far
Eastern Federal University’s Endowment Foundation.
These funds will enable the Russian Far East’s
leading university to pursue innovative research
projects with a high economic potential.

In October 2015, due to a temporary shortage of
capacity on a number of Far Eastern routes as
Transaero went out of business, Aeroflot increased
capacity on these routes and introduced additional
flights to carry passengers between cities in the
Russian Far East and Moscow.

Operating government-subsidised routes

In addition, over 6 thousand vacancies were offered
to Transaero employees across Aeroflot Group.

Aeroflot is committed to supporting the governmentsponsored programme of maintaining airline
passenger service between the Far East and European
Russia, and flights to Kaliningrad and Simferopol,
which ensures transport accessibility of these remote
Russian regions. In 2015, 325 thousand passengers
were carried under the government-subsidised
passenger service programme.

OTHER SPORTS INITIATIVES
Aeroflot airline has been a General Partner of
the Olympic and Paralympic Committees of
Russia since 2010, and in 2015 it continued
providing support to the committees in its role
as the carrier of their delegations.
As a partner of the Russian Volleyball
Federation and the Russian Football Union,
Aeroflot has provided support for the
participation of Russian national teams in
international competitions.
In 2014, Aeroflot airline became the official
carrier of CSKA Professional Basketball Club
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and has since provided support for the club’s
participation in domestic and international
competitions.
In 2015, in conjunction with the Russian Chess
Federation, Aeroflot relaunched Aeroflot OPEN
international chess tournament, which over
the years of its existence has gained immense
popularity among international chess players.
Aeroflot has provided support to Otradnoe
show jumping club, which hosted a Show
Jumping World Cup stage.

Introduction of "flat" fares

In 2015, Aeroflot developed and implemented
its single-rate programme covering own flights
to destinations in the Russian Far East, and to
Kaliningrad and Simferopol. The programme was
endorsed by the President of Russia Vladimir Putin
and extended into 2016. In December 2015, Aeroflot
airline introduced two types of seasonal “flat”
fares on-flights to Kaliningrad and Simferopol –
a reduced winter fare and a summer fare. In 2015,
1,465 thousand passengers were carried under the
“flat” fare programme.

Support of passenger in need

In December 2015, Aeroflot launched a programme
to support passengers who urgently need to get
to their destinations fast due to force majeure
circumstances such as the death of a close relative
or the need to get high-tech medical services, e.g.
for a transplant operation. The programme covers
higher-demand domestic flights where the least
expensive economy booking classes are sold out.
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FINANCIAL HIGHLIGHTS
Key figures of statement of profit or loss, RUB million
2015

Change

Revenue

319,771

415,173

29.8%

EBITDAR

48,674

103,118

111.9%

EBITDAR margin

15.2%

24.8%

9.6 p.p.

24,840

58,703

136.3%

EBITDA margin

7.8%

14.1%

6.3 p.p.

Operating profit

11,268

44,107

>3.9x

EBITDA

Operating profit margin
Loss for the period

RUB 415.2
billion
revenue

Revenue breakdown, 2015
2014

In 2015, Aeroflot Group achieved a significant
increase in revenue by 29.8% driven by solid
operating results – a 13.4% passenger traffic
growth with the increase in the passenger
load factor by 0.5 p.p., as well as by the Group’s
proactive approach to network and revenue
management throughout the year.
In response to the worsening market
environment Aeroflot Group introduced a
number of initiatives to optimise the fleet
and cut costs, which helped us curb operating
expenses on the back of the national currency
depreciation. Together with the foreign
exchange gain effect on revenue realised
through the Company’s proactive approach
which factored in economic environment

3.5%

10.6%

7.1 p.p.

(17,146)

(6,494)

(62.1%)

fluctuations, these measures drove up our
operating profit margins – in, particular,
EBITDA and EBITDAR increased by 6.3 p.p. and
9.6 p.p. y-o-y to 14.1% and 24.8%, respectively.
In 2H 2015, Aeroflot Group was the key
contributor to the Russian air transportation
market stabilisation, having successfully
stepped in for Transaero’s passengers support.
Total expensed costs related to Transaero
amounted to RUB 16,811 million, which had
an additional adverse effect on the Group’s
financial performance – in 2015, the Group
incurred the net loss of RUB 6,494 million,
which is still an improvement over the previous
year.

REVENUE
2014

29.8%

revenue growth

2015

Change

Passenger flight revenue, including:

268,636

349,574

30.1%

Scheduled passenger flights

253,613

343,428

35.4%

15,023

6,146

(59.1%)

8,718

9,631

10.5%

Cargo flights
Total traffic revenue

277,354

359,205

29.5%

Other revenue, including:

42,417

55,968

31.9%

Airline agreements

21,605

31,596

46.2%

7,685

10,275

33.7%

Revenue from partners under frequent flyer programme
Other revenue
Total revenue

13,127

14,097

7.4%

319,771

415,173

29.8%

Note: In the charts and tables featured in this Annual Report, immaterial deviations in the calculation of percentage changes, subtotals and
totals are explained by rounding.
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The key driver of the passenger flight revenue
increase was the revenue from scheduled
passenger flights that showed a 35.4% growth
and reached RUB 343,428 million on the back
of a 13.4% y-o-y increase in Aeroflot Group’s
passenger traffic in 2015. In 2015, charter
flight revenue went down by 59.1% to RUB
6,146 million due to Group’s decision to reduce
presence in this market segment and the overall
decline in the leasure market.

1.5%
2.3%
2.5%

3.4%
82.7%

7.6%

Scheduled ﬂights
Airline agreements
Aeroﬂot Bonus
Cargo transportation
Charter ﬂights
Other revenue

Структура
выручки
в 2015 году
Contribution
analysis
of revenue

Cargo revenue rose by 10.5% y-o-y despite a 6.0%
reduction in the cargo and mail segment due to
the growth of cargo yields.
Other revenue was up 31.9% y-o-y and stood at
RUB 55,968 million primarily due to increase in
revenue from airline agreements denominated
in foreign currency following depreciation of the
Russian currency.

In 2015, blended scheduled flight yields
increased by 18.0% due to growth in yields on
both international (by 25.7%) and domestic
(by 9.2%) destinations. Strong international
yield growth primarily resulted from the
foreign exchange effect as all fare groups –
for outbound and inbound flights and for
international transit – are denominated in
hard currencies. However, due to material
portion of revenue from outbound flights and
respective share of revenue shaped by the
purchasing power of the Russian consumers,
increase in the Group’s international yields was
realised mainly because of proactive approach
to network and revenue management.

growth, RUB million

89,815

–8,877

913

13,551

415,173

Scheduled
ﬂights

Charter
ﬂights

Cargo
revenue

Other
revenue

2015
Revenue

319,771

2014
Revenue

PASSENGER YIELDS

Revenue, RUB million

Charter passenger flights

In 2015, Aeroflot Group’s revenue grew
29.8% y-o-y to RUB 415,173 million, driven by
higher revenue from scheduled passenger flights
and other revenue.

Структура

Scheduled flight yields, RUB
25.7%

18.0%

3.86
9.2%

2.98

2014

3.26

2015

Domestic yields

3.07

2014

3.58
3.04

2015

International yields

2014

2015

Total yields
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Moderate yield growth on domestic routes
resulted from the Group’s focus on supporting
the growing domestic traffic and the
increasing share of Pobeda low-cost carrier.

In addition, domestic yields were supported
by the lower VAT rate which was reduced from
18% to 10% to foster Russian airlines.

OPERATING COSTS
Operating costs, RUB million
2014

2015

Aircraft fuel

87,199

94,382

8.2%

% of revenue

27.3%

22.7%

(4.6 p.p.)

Operating costs, excluding aircraft fuel

221,304

276,684

25.0%

% of revenue

69.2%

66.6%

(2.6 p.p.)

Aircraft, traffic and passenger servicing

61,070

75,186

23.1%

19.1%

18.1%

(1.0 p.p.)

52,148

55,619

6.7%

16.3%

13.4%

(2.9 p.p.)

23,834

44,415

86.4%

7.5%

10.7%

3.2 p.p.

19,224

32,042

66.7%

6.0%

7.7%

1.7 p.p.

22,206

26,084

17.5%

6.9%

6.3%

(0.6 p.p.)

13,571

14,596

7.6%

% of revenue
Staff costs

20.3%

growth in operating
costs

Change

% of revenue
Operating lease expenses
% of revenue
Aircraft maintenance
% of revenue
Sales and marketing, administration and general expenses
% of revenue
Depreciation, amortisation and customs duties
% of revenue

4.2%

3.5%

(0.7 p.p.)

Communication expenses

7,784

12,890

65.6%

% of revenue
Other expenses, net
% of revenue
Total operating costs
% of revenue

2.4%

3.1%

0.7 p.p.

21,467

15,852

(26.2%)

6.7%

3.8%

(2.9 p.p.)

308,503

371,066

20.3%

96.5%

89.4%

(7.1 p.p.)
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Staff costs went up by 6.7% y-o-y to
RUB 55,619 million mainly due to the
Group’s headcount growth prompted by the
larger scale of operations, as well as due
to higher salaries of employees of Aeroflot’s
representative offices in rouble terms and
additional incentive payments to cabin crews.
Operating lease expenses stood at
RUB 44,415 million, a growth of 86.4% y-o-y,
which was primarily related to the effect of
the Rouble exchange movements (this item
is almost entirely denominated in US dollars).
Other contributing factors were the fleet
expansion (the net increase in the Group’s
leased fleet was represented by nine aircraft,
or 4.7%, y-o-y) and a higher LIBOR rate in the
reporting period.
Aircraft maintenance costs increased by
66.7% y-o-y to RUB 32,042 million, mainly due
to the Rouble exchange movements. Excluding
the foreign exchange loss, these costs
went up by 8.2%, driven primarily by higher
maintenance volumes.

Contribution analysis of changes
in operating costs, RUB million

Aircraft servicing and passenger services costs
stood at RUB 75,186 million, up 23.1% y-o-y,
primarily due to the Rouble exchange rate
movements. Excluding the foreign exchange
loss, these costs went up by 8.4%, driven by the
Group’s expansion, the increased passenger
traffic, and changes in service fees.

Financial review

Sales and marketing, administration and
general expenses gained 17.5% y-o-y and
reached RUB 26,084 million, mainly driven by
the expanded operations and higher sales and
marketing expenses pegged to hard currencies.
Depreciation, amortisation and customs
duties grew by 7.6% y-o-y and amounted
to RUB 14,596 million due to additions of new
Boeing 777-300ERs to Aeroflot Group’s aircraft
fleet under finance lease agreements in 2014
and respective realisation of wide-body aircraft
addition effect in 2015.

–16,360

12,077

2014
OpEx

FX loss

Fuel
Other OpEx
(ex FX)*
(ex FX)*

Appendixes

RUB 66.8
billion

FX effect on
operating expenses

Communication expenses went up by
65.6% y-o-y and amounted to RUB 12,890 million
as a result of higher foreign currency expenses
in rouble terms on global distribution systems.
Other net income/expenses went down
by 26.2% y-o-y to RUB 15,852 million. The
resulting value of this item was influenced by
recognition of the income from the adjustment
of VAT on code-sharing agreements and the
income from reimbursement of fuel excise tax,
as well as accruals of provisions for accounts
receivable from Transaero for passenger flights.

4.3%
3.5%
3.9%
7.0%
8.6%

66,847

Corporate Governance

Operating costs breakdown, 2015

371,066

308,503

Aircraft fuel costs increased 8.2% year-on-year
to RUB 94,382 million due to the weaker ruble
as well as higher traffic. Excluding the foreign
exchange rate effect, aircraft fuel costs were
down 18.8% year-on-year as a result of the
lower oil price and the success of measures
to boost the Group’s fuel efficiency. Operating
costs less aircraft fuel increased 25.0% yearon-year to RUB 276,684 million.

Corporate Social Responsibility

2015
OpEx

Aircraft fuel
Aircraft, trafﬁc and
passenger servicing
Staff costs
Operating lease expenses
Aircraft maintenance
Sales and marketing,
administration and general expenses
Depreciation, amortisation
and customs duties
Communication expenses
Other expenses, net

25.4%

20.3%

15.0%
12.0%

* Note: Excluding FX change factor
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REVENUE AND COST PER AVAIL ABLE SEAT- KILOMETRE

19.2%

RASK growth

Efficient management of route network,
capacity, revenues and costs provided for the
Group’s RASK growth rate outstripping the
CASK growth rate. In 2015, the traffic RASK
was RUB 2.80 per seat-kilometre, up 19.2%
y-o-y, while CASK amounted to RUB 2.97, up
11.7% y-o-y.

Revenue and cost per available seatkilometre, RUB
20.6%
19.2%

2.80

2.35

2.76

2.66

Business Overview

2.97

2014

2015

11,268

44,107

>3.9x

Finance income

2,471

15,811

>6.4x

(28,399)

(37,715)

32.8%

(1,723)

(23,746)

–

31

(17)

–

(16,352)

(1,560)

(90.5%)

(794)

(4,934)

–

(17,146)

(6,494)

(62.1%)

Finance costs
Hedging result

Income tax expense
Loss for the period
2015

2014

2015

Total RASK

2014

2015

CASK

EBITDA AND EBITDAR
In 2015, Aeroflot Group’s EBITDA increased
to RUB 58,703 million, with EBITDA margin
increasing from 7.8% in 2014 to 14.1% in 2015.
The Group’s EBITDAR also grew in 2015 up to
RUB 103,118 million. EBITDAR margin went up

from 15.2% in 2014 to 24.8% in 2015. Margins
were driven by yield growth outstripping cost
inflation as a result of the aforementioned
factors.

EBITDAR and EBITDAR margin

EBITDA and EBITDA margin

EBITDA margin

Finance income for 2015 increased more than
six times year-on-year to RUB 15,811 million,
mainly due to positive effect from revaluation
of derivative instruments not subject to hedge
accounting and interest income earned on
bank deposits.
The increase in finance costs to RUB 37,715 million
for 2015 was mainly due to the impairment
of the Group’s loan to Transaero, as well as
an increase in interest expenses and realised

14.1%

58,703

48,674
24,840

EBITDAR, RUB million
EBITDAR margin, %

As a result of the above factors, the Group
posted a net loss for 2015 of RUB 6,494 million.

2014

2015

Change

(16,352)

(1,560)

(90.5%)

12,136

13,306

9.6%

Change in provisions

4,328

10,353

139.2%

Foreign exchange loss

14,795

849

(94.3%)

9,869

(11,885)

–

Loss before income tax

(Gain)/loss on change in fair value of derivative financial instruments

2014
EBITDA, RUB million
EBITDA margin, %

2015

1,723

23,746

–

Interest expense

4,934

7,737

56.8%

Loss on derivative financial instruments, net

2,813

19,803

–

(1)

9,159

–

(285)

(8,021)

–

(2,439)

800

–

Loss/(gain) on sale of investments and accrual of provision for impairment of investments and loans issued
Gain on recovery of VAT
Other adjustments
Working capital changes and income tax paid/refunded
Net cash flows from operating activities

5,377

20.7%

69,664

93.6%

(6,160)

(9,196)

49.3%

Purchases of investments and deposits placement

(2,552)

(20,393)

–

1,869

6,405

242.7%

(11,741)

(14,880)

26.7%

92

(706)

–

(18,492)

(38,770)

109.7%

Prepayments/return of prepayments for aircraft, net
Other
Net cash flows used in investing activities
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4,456
35,977

Purchases of property, plant and equipment and intangible assets

Proceeds from sale of investments and deposits return
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Operating profit
of the Group

The realised loss from hedging of RUB 23,746 million
is attributable to settlements under derivative
instruments recognised in equity, as well as to
the effect of revenue hedging with liabilities in
USD (finance lease).

Hedging result
2015

RUB 44.1
billion

losses on derivative instruments not subject to
hedge accounting.

Depreciation and amortisation

7.8%

2014

Change

Condensed consolidated statement of cash flows RUB million

103,118

14.1%

Appendixes

CASH FLOWS

24.8%
15.2%

Corporate Governance

Operating profit

Share in results of associates

Trafﬁc RASK

Financial review

FINANCE INCOME AND COSTS

Loss before income tax

2014

Corporate Social Responsibility

Non-operating profit and loss, RUB million

11.7%

3.33

Strategic Report
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2014

2015

Change

Free cash flow

17,485

30,894

76.7%

Proceeds from loans and borrowings

18,398

73,331

298.6%

Repayment of loans and borrowings

(9,870)

(36,267)

267.4%

Proceeds from disposal of treasury shares

2

–

–

Repayment of the principal of financial lease liabilities

(15,629)

(19,455)

24.5%

Interest paid

(3,409)

(5,914)

73.5%

Dividends paid

(2,833)

(88)

(96.9%)

(1,451)

(39,682)

–

119

–

–

(14,673)

(28,075)

91.3%

Effect of exchange rate fluctuations

5,075

1,327

(73.9%)

Net increase in cash and cash equivalents

7,887

4,146

(47.4%)

Cash and cash equivalents at the beginning of the year

18,660

26,547

42.3%

Cash and cash equivalents at the end of the year

26,547

30,693

15.6%

Payments on settlement of derivative financial instruments, net
Proceeds from sale of treasury shares to non-controlling shareholders
Net cash used in financing activities

CASH FLOWS FROM OPERATING ACTIVITIES

RUB 69.7
billion

cash flow from
operating activities

In 2015, net cash flows from operating
activities reached RUB 69,664 million
(2014: RUB 35,977 million), with loss before
income tax amounting to RUB 1,560 million
(2014: RUB 16,352 million). Key non-cash
adjustments of loss before income tax made
to net cash flows from operating activities for
2015 were related to:
• change in provisions in 2015 in the amount
of RUB 10,353 million (2014: RUB 4,328 million),
mainly attributed to accrual of the provision
for liabilities Transaero and the provision for
scheduled maintenance and repair of aircraft;
• gain on the change in fair value of derivative
financial instruments of RUB 11,885 million
(2014: loss of RUB 9,869 million), primarily
due to maturity and expiry of fuel options;
• hedging result in 2015 in the amount of
RUB 23,746 million (2014: RUB 1,723 million),
which increased y-o-y mainly due to
reclassification of the realised loss on
option agreements to which cash flow
hedge accounting model was applied

•

•

•

•

from the hedging reserve to the hedging
result, in the amount of RUB 18,654 million
(2014: RUB 0), as well as due to the effect of
revenue hedging with liabilities in foreign
currency in the amount of RUB 6,279 million
(2014: RUB 536 million);
loss on derivative financial instruments
in the amount of RUB 19,803 million
(2014: RUB 2,813 million);
loss on sale of investments and accrual of
provision for impairment of investments
and loans issued, in the amount of
RUB 9,159 million, due to the accrual of
provision for impairment of Transaero loans;
gain on recovery of VAT in the amount of
RUB 8,021 million from recognition of VAT
on code-sharing in 2013–2015 between
Aeroflot Group companies;
depreciation and amortisation of
RUB 13,306 million (2014: RUB 12,136 million).

Strategic Report

Business Overview

In 2015, working capital change was
RUB 11,238 million, virtually flat y-o-y
(2014: RUB 11,279 million). However, 2015 saw
the following changes in the working capital
recorded in the statement of cash flows:
accounts receivable and prepayments increased
by RUB 2,251 million due to an increase

Corporate Governance

Appendixes

in accounts receivable as at 31 December
2015, in line with the revenue growth by 29.8%
in 2015. Cash flows from operating activities
were largely affected by an increase in accounts
payable and accrued liabilities, in line with the
growth in operating costs by 20.3% in 2015.

FREE CASH FLOW
In 2015, free cash flow totalled RUB 30,894 million,
up by RUB 13,409 million, or 76.7% y-o-y, which
was driven by the increase in net cash flows
used in investing activities by RUB 20,278
million, and the increase in net cash flows
from operating activities by RUB 33,687 million.
Key drivers of y-o-y change in net cash flows
used in investing activities are:
• placement of deposits totalling
RUB 11,741 million (2014: RUB 2,486 million),
purchases of investments, and loans
issued primarily to Transaero airline for
RUB 8,652 million (2014: RUB 66 million);
• proceeds from sale of investments and
deposits return, primarily from Pobeda
airline, due to maturity;
• prepayments of RUB 22,707 million
(2014: RUB 21,361 million) for 22
Airbus A350 aircraft expected to be delivered
in 2018–2023, A320/A321 aircraft expected

Net capital expenditure and cash flows,
и
денежные
RUB
million потоки. млн руб.

to be delivered in 2017–2018, and return
of prepayments of RUB 7,827 million
(2014: RUB 9,620 million) for Boeing 777 and
SSJ100 aircraft;
• purchases of property, plant and
equipment and intangible assets, totalling
RUB 9,196 million (2014: RUB 6,160 million).
In 2015, the internal-financing ratio (net cash
flows from operating activities to capital
expenditure) stood at 813.1% (596.2% in 2014).

35,977

6,034

free cash flow

Cash flow from operating activities
and free cash flow, RUB million

69,664

35,977
13,306

8,568
2015

Depreciation and amortisation
Net cash ﬂows from operating activities
Capital expenditure, net

RUB 30.9
billion

Cash and cash equivalents grew by
RUB 4,146 million (15.6% y-o-y) to
RUB 30,693 million, driven among other factors
by the effect of exchange rate fluctuations
in the amount of RUB 1,327 million
(RUB 5,075 million in 2014).

69,664

2014
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WORKING CAPITAL

12,136
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30,894

17,485

2014

2015

Free cash ﬂow
Net cash ﬂows from operating activities
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CAPITAL EXPENDITURE
In 2015, purchases of property, plant
and equipment primarily included three
DHC 8-Q402s purchased by PJSC Aeroflot
for RUB 2,501 million (to be subsequently
transferred to Aurora airline), one DHC 8-Q300
purchased by Aurora airline for RUB 534
million, as well as one Boeing 737 NG full flight
simulator purchased for RUB 619 million and

a Boeing 737 computerised flight simulator
classroom purchased for RUB 37 million.
Purchases of intangible assets in 2015 mainly
included SAP development software, as well as
other software solutions and licences for office
and other IT systems.

31 December 2014

31 December 2015

Change

(6,160)

(9,196)

49.3%

–

(5)

–

126

603

378.6%

–

30

–

(6,034)

(8,568)

42.0%

Purchases of property, plant and equipment and intangible assets

Aeroflot Group’s net
capital expenditure

Business Overview

Corporate Social Responsibility

Financial review
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NON - CURRENT ASSETS

Net capital expenditure, RUB million

RUB 8.6
billion

Strategic Report

Purchases of investments
Proceeds from sale of property, plant and equipment
Gain on disposal of investments
Net capital expenditure

In 2015, non-current assets lost 1.9% and
reached RUB 181,888 million, mainly due to
the decrease in property, plant and equipment
by RUB 11,550 million, or 10.0%, primarily
resulting from depreciation and amortisation
of property, plant and equipment and their
reclassification to assets held for sale. The
change in non-current assets was influenced

by prepayments made in 2015 for aircraft
to be supplied under prior years’ contracts,
recorded as other non-current assets. Net
change in prepayments for aircraft amounted
to RUB 6,050 million.

Change in prepayments for aircraft
(long-term portion), RUB million

Change in prepayments for aircraft
(short-term portion), RUB million

–16,657

22,707

16,657

–7,827
3,406

35,291

16,734

29,241

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
4,498

Condensed consolidated statement of financial position, RUB million
31 December 2014

31 December 2015

Change

Cash, cash equivalents and short-term financial investments

27,508

36,610

33.1%

Other current assets

64,705

96,696

49.4%

Total current assets

92,213

133,306

44.6%

116,044

104,494

(10.0%)

69,461

77,394

11.4%

Total non-current assets

185,505

181,888

(1.9%)

TOTAL ASSETS

277,718

315,194

13.5%

135,136

178,081

31.8%

Non-current liabilities

156,087

173,233

11.0%

Total equity

(13,505)

(36,120)

–

277,718

315,194

13.5%

31/12/2014

ASSETS

Property, plant and equipment
Other non-current assets

LIABILITIES AND EQUITY
Current liabilities

TOTAL LIABILITIES AND EQUITY

Advances
paid

Non-current
prepayments
reclassiﬁed
to current
prepayments

31/12/2015

Advances Exchange
refunded
rate
differences

31/12/2014 Non-current
prepayments
reclassiﬁed
to current
prepayments

31/12/2015

CURRENT ASSETS
In 2015, current assets gained 44.6% and
reached RUB 133,306 million, primarily driven
by the increase in accounts receivable by
RUB 19,548 million and reclassification of
property, plant and equipment to assets held
for sale in the amount of RUB 7,689 million.

In addition, the change in current assets
was influenced by the increase in deposits
placed with banks for more than 90 days
for RUB 4,957 million. The increase in cash
amounted to RUB 4,146 million.

RUB 315.2
billion

Aeroflot Group’s
assets (as at
31 December 2015)

EQUITY
Assets as at 31 December
2015
2014

33.1%
41.8%

30.7%

24.6%
23.3%

Property, plant and equipment
Other current assets
Cash, cash equivalents and short-term ﬁnancial investments
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25.0%

Other non-current assets

11.6%
9.9%

In 2015, equity, including non-controlling
interest, dropped by RUB 22,615 million
to a negative value of RUB 36,120 million.
The key driver behind this change was
the increase in the hedging reserve of
RUB 16,063 million, which comprised
revaluation of derivatives under IAS 39
and revaluation of financelease liabilities.

Another contributor to the drop was retained
earnings, which primarily went down by the
loss of RUB 5,829 million incurred in 2015
and attributable to the shareholders of the
Company.
For more details on equity capital, please see
Note 31 to the 2015 consolidated financial
statements.
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RUB 36.6
billion

cash, cash
equivalents and
short-term financial
investments (as at
31 December 2015)

CURRENT LIABILITIES

NON - CURRENT LIABILITIES

In 2015, total current liabilities had a gain of
31.8% y-o-y (by RUB 42 ,945 million), primarily
driven by a surge of RUB 36,742 million
in short-term loans and borrowings and
current portion of long-term loans and
borrowings. To a lesser extent the growth was
attributed to a RUB 6,222 million increase
in unearned traffic revenue, RUB 5,799 million
increased in accounts payable and accrued
liabilities, RUB 5,170 million increase
in provisions for liabilities. Current liabilities
in derivative financial instruments went down
by RUB 21,459 million.

In 2015, non-current liabilities increased by
11.0%, or by RUB 17,146 million, and reached
RUB 173,233 million. The key drivers of this
increase were finance lease liabilities which
grew by RUB 12,654 million due to the rouble
depreciation in 2015.
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3.4
35 977

33.1%
66.9%

31/12/2015

31/12/2014

31/12/2015
Russian rouble
US dollar

Finance lease payment schedule,
RUB million

Breakdown of total debt

84,686
19.7%

31 December 2014

31 December 2015

Change

24,203

68,460

182.9%

149,278

164,524

10.2%

Pension liability

659

745

13.1%

Customs duties

169

–

–

174,309

233,729

34.1%

27,508

36,610

33.1%

146,801

197,119

34.3%

5.9x

3.4x

–

Total debt
Cash, cash equivalents and short-term investments
Net debt
Net debt / EBITDA

As at 31 December 2015, total debt increased
by 34.1% y-o-y, to RUB 233,729 million,
primarily driven by the increase in loans and
borrowings, as well as revaluation of finance
lease liabilities.
Aeroflot Group’s loans and borrowings were
both fixed-rate and variable-rate and were
mainly used to finance the working capital.
In 2015, additional loans were obtained to
restructure derivative liabilities. The shares
of foreign currency and rouble-denominated
liabilities in the loan portfolio are 66.9%
and 33.1%, respectively. The share of foreign
currency loans increased due to new loans
obtained in foreign currencies and the change
in balance caused by the rouble depreciation.

Finance lease liabilities are entirely
denominated in foreign currencies; however,
51.5% of liabilities under finance lease
agreements mature as late as 2020 and further.

19,504

20,436

20,902

18,996

2016

2017

2018

2019

31/12/2014

undrawn credit
facilities (as at
31 December 2015)

31/12/2015

Loan portfolio as at 31 December 2015
Bank

VTB Bank (Austria)

Credit bank of Moscow
Sovcombank
BO–03 series bonds

Interest rate

Currency

3M Libor+5.25%

USD

3M Libor+5%
5%
1M Libor+5.25%

Short-term loans and borrow- Long-term loans and borrowings
ings and short-term portion of
long-term loans and borrowings
10,996

–

USD

9,386

–

USD

7,304

–

USD

7,288

–

8.3%

RUB

5,103

–

Rosbank

1M Libor+4.5%

USD

4,378

–

VTB Bank

3M Libor+4.9%

USD

3,657

–

1M Libor+5%

USD

1,290

–

Nordea Bank
Alfa Bank
İŞBANK
SMP Bank
GPB
Sberbank of Russia

Other
Total

2015 ANNUAL REPORT

2020+

RUB 36.8
billion

68.5%

Non-current liabilities
Current liabilities

Sviaz-Bank

As at 31 December 2015, Aeroflot Group had
RUB 36,840 million undrawn from its credit
facilities from major Russian and international
banks.

31.5%

80.3%

BFA Bank
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Debt, RUB million
Loans and borrowings

Corporate Governance

Breakdown of loands and borrowings
by currency as at 31 December 2015

Net debt / EBITDA ratio

DEBT AND LIQUIDITY

Finance lease

Financial review

21%

RUB

1,200

–

4.5%

USD

1,022

–

13.75%

RUB

960

–

from 13% to 17%

RUB

760

–

from 12% to 15.5%

RUB

252

12,875

14%

RUB

18

1,500

–

USD

471

–

54,085

14,375
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CORPOR ATE GOVERNANCE STRUCTURE
as at 31 December 2015*

PJSC AEROFLOT

JSC Rossiya Airlines

OTHER SUBSIDIARIES

75% –
1 share

CJSC Aeromar

51 %

JSC Orenair

100 %

LLC Aeroflot-Finance

JSC Donavia

100 %

JSC Sherotel

100 %

Aeroflot Aviation School

100 %

JSC Aurora Airlines

51 %

Business Overview

99.99 %

As part of its efforts to improve corporate
governance, in 2013, PJSC Aeroflot started
implementing the roadmap on introduction
of recommendations of nonprofit partnership
«Russian Institute of Directors», in 2015
the Company started implementing the
recommendations of the Corporate Governance
Code as approved by the Board of Directors of
the Bank of Russia on 21 March 2014.
On 19 March 2015, PJSC Aeroflot’s Board of
Directors approved the Action Plan (Roadmap)
to improve corporate governance practices
at PJSC Aeroflot. In 2015, the following
documents were approved as part of the
efforts to implement the recommendations of
the Corporate Governance Code: Regulation
on Operational Quality Management of PJSC
Aeroflot, Regulation on Risk Management
System of Aeroflot Group, Aeroflot Group’s

100 %

Alt Reiseburo

100 %

52.16 %

LLC A-Technics***

100 %
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Anti-Corruption Policy, Regulations on the
Hotline for Confidential Reports to the
Board of Directors (Audit Committee of the
Board of Directors), Regulations on Internal
Audit at Aeroflot Group, Policy on Exercising
PJSC Aeroflot Quasi-treasury Stock, amended
PJSC Aeroflot’s Corporate Conduct Code.
A comprehensive risk management system for
Aeroflot Group is being developed.
In addition to the recommendations
provided in the Corporate Governance Code,
PJSC Aeroflot implements innovative solutions
for corporate governance, such as strategic
meetings and workshops with members
of PJSC Aeroflot’s Board of Directors and
Aeroflot Group’s key management.

11

members of the
Board of Directors

PJSC Aeroflot also contributes greatly to the
improvement of the corporate governance
regulation framework through involvement in
dedicated groups and round table discussions.
Specifically, PJSC Aeroflot’s representatives are
members of the Corporate Law and Governance
project group, acting as part of the Moscow
International Financial Centre Taskforce,
as well as members of the Share Issuers
Committee of Moscow Exchange.

Principles recommended
by the Code

Complied with

Not fully complied with

Not complied with

13

11

1*

1

Board of Directors

36

29

4

3

2

2

–

–

10

9

1

–

Corporate Secretary

Risk Management System

6

6

–

–

Information Disclosure

9

8

1

–

Material Corporate Actions
Total

* PJSC Aeroflot also holds 45.0% in JSC AeroMASH – AS, 8.96% in JSC Sheremetyevo International Airport, 3.85% in PJSC Transport Clearing House, and 49.0%
in TRANSNAUTIC Aero GmbH (in liquidation).
** PJSC Aeroflot holds a stake in JSC Aurora Airlines. JSC Vladivostok Air is controlled by JSC Aurora Airlines. Operational business of JSC Vladivostok Air has been transferred
to JSC Aurora Airlines.
*** PJSC Aeroflot holds a stake in A-Technics via Aeroflot-Finance.

Corporate Governance

Shareholder Rights

Remuneration System

JSC Vladivostok Air**

Financial review

Compliance with the Russian Corporate Governance Code
Code section

LLC Pobeda Airlines

Corporate Social Responsibility

CORPORATE GOVERNANCE SYSTEM
In line with top standards and requirements,
PJSC Aeroflot’s corporate governance
system aims to implement the principles
of transparency and accessibility of
information about the Company and ensure
equitable treatment of minority and majority
shareholders.

Aeroflot Group structure

AIRLINES

Strategic Report

5

4

1

–

81

69

8

4

* Non-compliance relates to quasi-treasury stock.
Note: Statistics are based on the report on compliance with the principles and recommendations of the Corporate Governance Code (Appendix to this Annual Report).
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PJSC AEROFLOT CORPORATE GOVERNANCE STRUCTURE
General Meeting of Shareholders

Revision Committee

Board of Directors

External auditor

Personnel and Remuneration
Committee

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
development and implementation of Groupwide policies and principles. On top of that,
the Company developed a cross-functional
governance system for its aviation subsidiaries.
To ensure control over financial and opera
tional activities of the aviation subsidiaries,
the Group enabled each of them to have a
dedicated revision committee made up of
PJSC Aeroflot’s representatives. In addition to
revision committee inspections, subsidiaries
are subject to inspections by an auditor
approved pursuant to the relevant bidding
procedures.

Audit Committee

Strategy Committee

In accordance with the applicable laws and
their articles of association, each subsidiary
developed and adopted dedicated internal
documents stipulating the responsibilities of
its governing bodies.
Superior expertise of PJSC Aeroflot’s
management team has been widely
acclaimed in the business community and
recognised with a number of awards. In 2015,
PJSC Aeroflot’s key executives were awarded a
Certificate of Gratitude from the President of
the Russian Federation.

3

independent
directors on the
Board

GENERAL MEETING OF SHAREHOLDERS
Internal Audit Department

Management Board

Chief Executive Officer

Committee for Finance
and Investments

Committee for Innovative
Development

Corporate governance is exercised by
PJSC Aeroflot’s governance and supervisory
bodies, including the General Meeting of
Shareholders, the Board of Directors, the
Management Board, the CEO, and the Revision
Committee.
The responsibilities of PJSC Aeroflot’s corporate
secretary are vested with the Executive
Secretary of the Board of Directors.
PJSC Aeroflot’s financial and operational activities
are audited by an external auditor in accordance
with both the Russian Accounting Standards
(RAS) and the International Financial Reporting
Standards (IFRS), as well as by the Internal Audit
Department accountable to the Audit Committee
of PJSC Aeroflot’s Board of Directors.
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Key documents ensuring the respect of
PJSC Aeroflot shareholder rights include:
• Articles of Association of PJSC Aeroflot,
• Regulations on the General Meeting
of Shareholders of PJSC Aeroflot,
• Regulations on the Board of Directors
of PJSC Aeroflot,
• Regulations on the Management Board
of PJSC Aeroflot,
• Regulations on the Revision Committee
of PJSC Aeroflot,
• Regulations on the Corporate Information
Policy of PJSC Aeroflot,
• Dividend Policy of PJSC Aeroflot, and
• Corporate Conduct Code of PJSC Aeroflot.

The General Meeting of Shareholders is
the Company’s highest governing body.
The respective scope of competencies
and procedures for convening, holding
and summarising meetings are set forth
in the Company’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.
In 2015, PJSC Aeroflot convened the Annual
General Meeting of Shareholders in Moscow
on 22 June. The meeting was attended by
owners of 73.97% of PJSC Aeroflot’s total voting
stock. No Extraordinary General Meetings of
Shareholders were convened in 2015.
The Annual General Meeting of Shareholders
approved the Company’s Annual Report, 2014
financial statements (including profit and loss
statement), the Board’s recommendations on
the distribution of the net profit for the fiscal
year 2014, and the amount of remuneration
due to the members of the Board of Directors
and the Revision Committee. The Annual
Meeting also approved a number of relatedparty transactions and the Company’s
involvement with the Technology Platform

Aviation Mobility and Aviation Technologies
Association.
The Meeting approved a new composition
of the Board of Directors and the Revision
Committee, and the Company’s auditor for
2015 (selected pursuant the relevant bidding
procedures). It also adopted the amended
versions of the following documents
of PJSC Aeroflot: Articles of Association,
Regulations on the General Meeting of
Shareholders, Regulations on the Board of
Directors, Regulations on the Management
Board, Regulations on the Revision Committee,
Regulations on Remuneration of Members of
the Board of Directors, and Regulations on
Remuneration of Members of the Revision
Committee.
The Annual General Meeting of Shareholders
resolved not to pay out dividends on
PJSC Aeroflot shares for the fiscal year
2014. This resolution took into account the
recommendations of PJSC Aeroflot’s Board
of Directors and was passed in line with the
Company’s Dividend Policy, which stipulates
that Aeroflot Group’s net profit (under IFRS)
forms the base for calculating dividends.

125

Aeroflot Group Profile

Strategic Report

Business Overview

Corporate Social Responsibility

Financial review

Corporate Governance

Appendixes

BOARD OF DIRECTORS
PJSC Aeroflot’s Board of Directors has overall authority over the Company. The Board
of Directors is responsible for the Company’s operations, excluding matters within
the authority of PJSC Aeroflot’s General Meeting of Shareholders, Management
Board, and Chief Executive Officer. The procedures for convening and holding
the Board meetings, along with other Board activities, are stipulated by the
Regulations on the Company’s Board of Directors in line with the Federal Law On
Joint-Stock Companies.
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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 their
legitimate interests.

• determine the policy on issuing the
Company’s securities;
• approve the Company’s special registrar
and the terms and conditions of the
contract therewith, as well as the contract
termination.

The main objectives of the Board of Directors
are to:
• define the core areas of operation for the
Company (including subsidiary airlines) to
increase its operating profit;
• operate for the benefit of shareholders,
supervise implementation of corporate
initiatives;
• implement development programmes
approved by shareholders;
• supervise the activities of the Company’s
Management Board and Chief Executive
Officer;
• inform shareholders about the results of
audits of the Company’s financial position;
• present resolutions on matters within
the authority of the General Meeting of
Shareholders for approval by shareholders;
• discuss and approve business plans;
• determine the procedure for distributing
profit and covering for loss;
• develop the Company’s dividend policy, work
out proposals on the amount of dividends on
the Company’s shares and dividend payout
procedure, and present them for approval by
the General Meeting of Shareholders;
• approve and monitor performance of the
annual budget;
• discuss and pre-approve draft annual reports,
annual accounting statements and the
Company’s profit and loss accounts;
• 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;
• present proposals to the General Meeting
of Shareholders on the appointment of the
Company’s auditor;

The resolutions passed by the Board of
Directors sought to accomplish some of the
Group’s key objectives, namely:
• ensure flight safety and frequency;
• determine Aeroflot Group’s strategy and
identify priority lines of business;
• map out a development strategy for
Aeroflot Group’s aircraft fleet and route
network;
• aircraft fleet development strategy;
• improve operating, financial and marketing
practices and methods through upgrades,
innovation, and implementation of best
practices from global peers;
• boost Aeroflot branch and representative
office performance both domestically and
internationally;
• enforce higher standards for airport and inflight passenger services, expand the service
mix and improve customer experience;
• promote cooperation with SkyTeam
partners, use the membership to expand
the Company’s route network and boost the
international flight performance;
• promote strategic partnerships with airlines;
• boost efficiency at subsidiaries and
streamline the non-core asset structure
to cut unnecessary spending and increase
investment returns;
• develop and upgrade information
technologies;
• ensure information transparency (including
investor relations and procurement);
• develop and improve corporate policies.

Role of the Chairman of the Board of Directors

The Chairman of the Board of Directors:
• 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;
• 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;
• ensures productive discussion of agenda items
involving non-executive and independent
directors;
• controls the execution of resolutions passed by
the Board of Directors and the General Meeting of
Shareholders.

Role of independent directors

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 groups of
stakeholders.
The presence of independent directors enhances
corporate governance in 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 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.
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MEMBERSHIP OF THE BOARD OF DIRECTORS
As at 31 December 2015, PJSC Aeroflot’s Board
of Directors was comprised of the Chairman
(non-executive director), one executive
director, six non-executive directors, and three
independent directors.

PJSC Aeroflot’s Board of Directors is largely
independent of the Company’s management:
the only executive director on the Board is
Vitaly Saveliev, Chairman of PJSC Aeroflot’s
Management Board.
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Igor Kamenskoy
Independent member of the Board of Directors, Head of the Personnel and Remuneration
Committee, member of the Audit Committee
Born in 1968. Graduated from Moscow State Pedagogical Institute with a degree in Russian
Language and Literature.
From 1992 to 1998, Vice-President at Soyuzcontract.
In 1999, Vice-President at Rosbank.
From 2000 to 2002, Advisor to the Chairman of the State Duma.
From 2002 to 2009, member of the Council of the Federation, Deputy Chairman of the Council
of the Federation Committee.
From 2009 to 2015, Chairman of the Board of Directors at Renaissance Capital.
Since 2015, Managing Director at Renaissance Capital Broker.

Membership of the Board of Directors as at 31 December 2015

Does not own PJSC Aeroflot shares.

Kirill Androsov

Marlen Manasov

Chairman of the Board of Directors

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

Born in 1972. Graduated from St Petersburg Maritime Engineering University (School
of Engineering and Economics) and St Petersburg State University of Economics and Finance.
MBA from Chicago University Business School. Ph.D. in Economics.
From 2000 to 2004, First Deputy CEO at LENENERGO.
From 2005 to 2008, Deputy Minister of Economic Development and Trade of the Russian
Federation.
From 2008 to 2010, Deputy Head of the Executive Office of the Government of the Russian
Federation.
Since 2010, Managing Partner at Altera Capital.
Since 2011, member of the Public Council under the Federal Tax Service of Russia.
Since 2012, professor at the Higher School of Economics.
Member of boards of directors at Channel One Russia, Russian Machines, Altera Investment Fund,
Ruspetro plc, RUSNANO Management Company.
Member of the Board of Directors since 2008.

Born in 1965. Graduated from Lomonosov Moscow State University with a degree in Political
Economics. Economist, political economics lecturer.
Since 2004, member of the Board of Directors at RTS Stock Exchange.
From 2006 to 2011, member of boards of directors at UBS Securities and UBS Bank.
From 2010 to 2015, member of the Board of Directors at Sovkomflot.
Since 2011, member of the Board of Directors at RUSS-INVEST Investment Company.
Does not own PJSC Aeroflot shares.

Does not own PJSC Aeroflot shares.

Mikhail Alekseev

Roman Pakhomov

Member of the Board of Directors, member of the Personnel and Remuneration Committee and
the Strategy Committee

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

Born in 1964. Graduated from Moscow Financial University (Financial Academy under the
Government of the Russian Federation) with a degree in Finance and Credit. Doctor of Economics.
From 1989 to 1991, Senior Expert, Lead Expert, Department Head, Deputy Head of the Main
Directorate at the USSR Ministry of Finance.
From 1992 to 1995, Head of Securities and Economic Analysis at Mezhkombank.
From 1995 to 1999, Deputy Chairman of the Management Board at Oneximbank.
From 1999 to 2006, Senior Vice-President and Deputy Chairman of the Management Board
at Rosbank.
From 2006 to 2008, President and Chairman of the Management Board at Rosprombank.
Since 2008, Chairman of the Management Board at UniCreditBank.

Born in 1971. Graduated from Makarov State Marine Academy. MBA degree from the Graduate
School of International Business at the Russian Presidential Academy of National Economy
and Public Administration (Moscow) and a degree from Kingston University (London).
From 1996 to 1998, Senior Expert for corporate customers at Inkombank.
From 1998 to 1999, Deputy Chairman of the Management Board at Maritime Bank.
From 1999 to 2004, CEO at IC Center Capital.
From 2004 to 2008, Deputy CEO and CEO at VIM-avia.
From 2008 to 2009, Executive Director at Atlant Soyuz Airlines.
From 2009 to 2010, CEO at Rossiya State Transport Company, Advisor to Deputy CEO at ROSTEC
Corporation.
Since 2010, CEO at Aviacapital-Service.

Does not own PJSC Aeroflot shares.
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Does not own PJSC Aeroflot shares.

129

Aeroflot Group Profile

Strategic Report

Business Overview

Corporate Social Responsibility

Financial review

Corporate Governance

Appendixes

Dmitry Peskov

Vasiliy Sidorov

Member of the Board of Directors, the Personnel and Remuneration Committee and the Strategy
Committee

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

Born in 1975. Graduated from Voronezh State University. In 1999, obtained a Master’s degree
in Political Studies from Moscow School of Social and Economic Sciences and the University
of Manchester. Since 2000, has led the strategy development exercise, chaired the Internet
Policy Centre and overseen the establishment of the Russian International Studies Association
at Moscow State Institute of International Relations (MGIMO University).
Since 2009, Head of Strategic Initiatives at All-Russian Exhibition Centre (VVC).
Since 2011, Director of Young Professionals at the Agency for Strategic Initiatives.
Member of the Government Expert Council.
Member of boards of directors at RVC and Russian Railways.

Born in 1971. Graduated from Moscow State Institute of International Relations (MGIMO
University) with a degree in International Public Law, and from Wharton Business School of the
University of Pennsylvania with a degree in Finance.
From 1997 to 2000, Deputy CEO at Svyazinvest.
From 2000 to 2003, First Vice-President at Sistema Telecom.
From 2003 to 2006, President at MTS.
From 2006 to 2010, co-owner of Telecom Express Group.
Since 2010, Managing Partner at Euroatlantic Investments Ltd.
Since 2012, CEO at ARIDA.
Member of the Board of Directors at Russian Railways.

Does not own PJSC Aeroflot shares.

Does not own PJSC Aeroflot shares.

Vitaly Saveliev

Yury Slyusar

Member of the Board of Directors, CEO, Chairman of the Management Board

Member of the Board of Directors, member of the Strategy Committee

Born in 1954. Graduated from Kalinin Leningrad Polytechnic Institute and Togliatti Leningrad
Institute of Engineering and Economics. Ph.D. in Economics.
From 1990 to 1993, CEO at the US-Soviet Union joint venture DialogInvest.
From 1993 to 1995, Chairman of the Management Board at Rossiya Bank.
From 1995 to 2001, Chairman of the Management Board at Menatep Saint Petersburg.
From 2001 to 2002, Deputy Chairman of the Management Board at Gazprom.
From 2002 to 2004, Vice-President at GROS United Company, Financial and IT Advisor to CEO
at Svyazinvest.
From 2004 to 2007, Deputy Minister of Economic Development and Trade of the Russian
Federation.
From 2007 to 2009, First Vice-President and Head of Telecom Asset Development at Sistema
Telecom, First Vice-President and Head of Telecom Assets at Sistema Financial Corporation.
Since 2009, CEO, Chairman of the Management Board at PJSC Aeroflot.

Born in 1974. Holds a degree in law from Lomonosov Moscow State University. In 2003, completed
a post-graduate programme at the Academy of National Economy under the Government of the
Russian Federation. Ph.D. in Economics.
From 2003 to 2007, Commercial Director at Russian Helicopters.
From 2009 to 2010, Assistant to the Minister of Industry and Trade of the Russian Federation.
From 2010 to 2012, Director of the Aviation Industry Department at the Ministry of Industry and
Trade of the Russian Federation
From 2012 to 2015, Deputy Minister of Industry and Trade of the Russian Federation.
Since 2015, President of United Aircraft Corporation.

Holds 0.121% of PJSC Aeroflot share capital.

Sergey Chemezov

Does not own PJSC Aeroflot shares.

Member of the Board of Directors

Dmitry Saprykin
Member of the Board of Directors, member of the Strategy Committee
Born in 1974. Graduated from Moscow State Law Academy and from Cornell Law School
with the Master of Laws (LLM) degree. Ph.D. in Law.
From 2006 to 2007, CEO at Moscow Cellular Communications.
From 2007 to 2009, Director of Transaction Support, Deputy Head of the Legal Division
at Sistema Financial Corporation.
From 2009 to 2013, Deputy CEO for Legal and Property Issues at PJSC Aeroflot.
From 2013 to 2015, Deputy CEO for Sales and Property Issues at PJSC Aeroflot.
Since 2015, CEO at Rossiya Airlines.
Does not own PJSC Aeroflot shares.

Born in 1952. Graduated from 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 1996 to 1999, Head of Foreign Economic Relations at the Administrative Office of the Russian
President.
From 1999 to 2001, CEO at Promexport.
From 2001 to 2007, First Deputy CEO at Rosoboronexport, CEO at Rosoboronexport.
Since 2007, CEO at ROSTEC Corporation (a state corporation set up to further the development,
manufacture and export of hi-tech industrial products).
Member of the Bureau of the Supreme Council of United Russia Party. Chairman of the public
organisation “Russian Engineering Union”. President of the Russian Union of Engineering Employers.
Chairman of boards of directors at Rosoboronexport, VSMPO-AVISMA Corporation, Kamaz, Uralkali, and
Almaz-Antey Concern. Deputy Chairman of the Board of Directors at AVTOVAZ.
Member of boards of directors at United Aircraft Corporation, International Financial Club, Alliance
Rostec AUTO BV Joint Venture. Member of supervisory boards at Rostec State Corporation, United
Rocket and Space Corporation, and Roscosmos.
Mr Chemezov has received high government awards and won a large number of other prestigious
awards.
Does not own PJSC Aeroflot shares.
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Members of PJSC Aeroflot’s Board of Directors
efficiently performed their functions and tasks
notwithstanding their service on-boards of
directors at other companies.

in PJSC Aeroflot during the reporting year. In the
reporting year, no members of the Company’s
Board of Directors purchased or disposed of their
shares in the Company.

The Chairman and members of the Board of
Directors, except for Vitaly Saveliev, held no stake

In 2015, no claims were filed against members of
the Board of Directors.

Strategic Report

Business Overview

of shares, members of the Board of Directors,
the Revision Committee and the Management
Board, and by the CEO.
All items on the agenda of the Board of
Directors’ meetings are generally previewed by
dedicated committees to enable a more detailed
discussion and prepare recommendations for
voting to the Board of Directors.

EXECUTIVE SECRETARY OF PJSC AEROFLOT’S
BOARD OF DIRECTORS
Board member

Born in 1977. In 2001, graduated from the Institute of Economics and Entrepreneurship.
Obtained Ph.D. degree from the Russian Presidential Academy of National Economy and Public
Administration. Mr. Melekhin joined PJSC Aeroflot in 1998. Held a number of positions from legal
counsel to regulations drafting and alignment team of the Company’s Administration to Corporate
Governance Department Director.
He is currently 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 set forth by the laws of the
Russian Federation, the Company’s Articles of Association, and internal documents.
Holds no share in the charter capital of PJSC Aeroflot.

CHANGES IN THE MEMBERSHIP OF THE BOARD
OF DIRECTORS IN 2015
There were no other changes in the
membership of PJSC Aeroflot’s Board of
Directors in 2015. Other members of the Board
of Directors were re-elected at the 2015 AGM.

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.

Attendance in person

Written opinion

9

-

20

In absentia

11

Mikhail Alekseev

20

8

1

11

20

8

1

11

11

4

-

7

20

7

2

11

Igor Kogan*
Marlen Manasov
Roman Pakhomov

20

9

-

11

Dmitry Peskov

20

6

3

11

Vitaly Saveliev

20

9

-

11

Dmitry Saprykin

20

9

-

11

Vasiliy Sidorov

20

9

-

11

Yury Slyusar**
Sergey Chemezov

Number of meetings held
by the Board of Directors

10

14

11

11

1

4

4

11

51.7%

47.5%

10.3%

15.8%

17.2%

11.9%

17.2%

17.8%

7

9

2014

2015

3.4%

2011
In person

2012

2013

In absentia

43.8%

31.9%

32.9%

37.0%

32.9%

11
9

9

3
5

20
16

3

8
20

Matters discussed
by the Board of Directors

20

THE BOARD OF DIRECTORS PERFORMANCE REPORT

In person

Igor Kamenskoy

5

held by the Board
of Directors during
the year
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In 2015, PJSC Aeroflot’s Board of Directors held
20 meetings, including 9 meetings in person
and 11 meetings by way of absentee voting. The
said meetings addressed over 160 items and
passed over 400 resolutions on matters of the
Board.

Kirill Androsov

15

20
meetings

Corporate Governance

The Board of Directors’ 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.

Number of meetings
attended

Yury Slyusar – elected to the Board of Directors
as from 22 June 2015 by resolution of the
Annual General Meeting of Shareholders.

In line with the action plan for the Board of
Directors, the Board meetings are held at least
once a month. The action plan for the Board
of Directors is approved at the end of the year
preceding the year covered in the plan. As a
rule, the action plan includes the essential
matters concerning the Company’s operations
(strategy, finance, budget and risks, human
resources, etc.), which are to be discussed in

Financial review

Participation of Board members in 2015 Board meetings

Aleksey Melekhin

Igor Kogan – stepped down from the Board of
Directors as from 22 June 2015 by resolution of
the Annual General Meeting of Shareholders.

Corporate Social Responsibility

2011

5.0%

7.2%
6.9%

2012

> 160 agenda
items

30.1%

21.0%

15.7%

18.0%
5.0%

3.3%

2013

10.6%

2014

5.6%

2015

discussed at the
Board of Directors’
meetings

Strategy and investments
Corporate Governance
Budget planning and funding
Related-party transactions
Other

The agenda of the Board of Directors’ meetings
must include items proposed for discussion by
shareholders who in aggregate hold at least 2%

* Member of the Board of Directors up to the Annual General Meeting of Shareholders held on 22 June 2015.
** Member of the Board of Directors as from the Annual General Meeting of Shareholders held on 22 June 2015.
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Key matters discussed by the Board of Directors in 2015
Strategic management and investment activities

Budget planning and funding

Corporate Governance

Related-party transactions
Other

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

progress in implementation of Aeroflot Group’s Strategy;
Aeroflot Group’s Investment Programme for 2016;
Aeroflot Group’s Long-Term Development Programme update;
results of PJSC Aeroflot’s Innovative Development Programme in 2014;
progress in implementation of PJSC Aeroflot’s marketing strategy.
PJSC Aeroflot’s budget for 2016;
Aeroflot Group’s 2016 consolidated IFRS budget;
distribution of the Company’s profit and loss for the fiscal year 2014;
PJSC Aeroflot’s credit facilities.
implementation of the Corporate Governance Code;
Aeroflot Group’s Anti-Corruption Policy;
incentive programme at PJSC Aeroflot;
KPIs for PJSC Aeroflot’s CEO for 2016;
remuneration payable to members of PJSC Aeroflot’s Board of Directors and Revision Committee;
PJSC Aeroflot’s internal documents.
approval of a number of PJSC Aeroflot’s related-party transactions.
Aeroflot Group’s operational KPIs for 2016;
aircraft lease transactions;
aircraft purchase and sale transactions;
PJSC Aeroflot’s involvement with the Technology Platform Aviation Mobility and Aviation Technologies
Association;
sponsorship of Russian sports clubs.

COMMIT TEES OF THE BOARD OF DIRECTORS
To improve the effectiveness of resolutions
passed by the Board of Directors, ensure
more detailed preliminary discussions of
most important matters and prepare relevant
recommendations, PJSC Aeroflot has three
dedicated Committees of the Board of Directors:
• Audit Committee,
• Personnel and Remuneration Committee, and
• Strategy Committee.
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 an action plan based on the Board’s action
plan.
In 2015, the Board of Directors’ Committees
held a total of 22 meetings, addressing matters
related to the operations of Aeroflot Group and
submitting detailed recommendations and
proposals to the Company’s Board of Directors
and Management Board.

AUDIT COMMIT TEE

22 meetings
held by the Board
of Directors’
Committees

The Audit Committee monitors the Company’s
financial and operational activities 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 matters of
the Board.
Matters concerning assessment of the risk
management and internal control systems
based on the reports by the Company’s Internal
Audit Department are regularly discussed by the
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Audit Committee of the Board of Directors. When
conducting audits, the Internal Audit Department
draws conclusions on the performance of the
risk management and internal control systems
in respect of each audited entity. In addition,
in 2015, the Internal Control Department
audited the progress on the roadmap designed
to improve corporate governance practices
at PJSC Aeroflot, specifically, to develop an
integrated risk management system for Aeroflot
Group. The information about the results of
audits and the progress on the implementation
of recommendations is regularly submitted to
the Audit Committee of the Board of Directors.
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To further improve risk management across
key business processes within PJSC Aeroflot the
Audit Committee of the Board of Directors also
regularly receives reports on the Company’s key
risks. The relevant updates are also presented to
the Board of Directors.

• PJSC Aeroflot’s internal documents,
including Operational Quality Guidelines of
PJSC Aeroflot, Regulations on Aeroflot Group’s
Risk Management System, Aeroflot Group’s
Investment Programme, new version of the
Regulations on the Audit Committee.

In the reporting year, the Audit Committee held a
total of ten meetings, including one meeting by
way of absentee voting.

Membership of the Audit Committee as at 31
December 2015 (elected by Resolution of the
Board of Directors dated 3 September 2015)
• Vasiliy Sidorov – independent member of the
Board of Directors, Head of the Committee;
• Igor Kamenskoy – independent member
of the Board of Directors;
• Roman Pakhomov – member of the Board
of Directors.

The meetings discussed the following matters:
• improvement of internal audit at
Aeroflot Group;
• Aeroflot Group’s and PJSC Aeroflot’s budgets;
• performance of Aeroflot Group’s consolidated
budget KPIs;
• financial hedging;
• extending loans;
• procurement;
• shareholder and investor relations;
• aircraft sale transactions;
• reports on the results of analysis of the
companies’ debt to PJSC Aeroflot;
• reports on audits conducted by the Internal
Audit Department;

Appendixes

PERSONNEL AND REMUNERATION COMMIT TEE
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 the reporting year, the Personnel and
Remuneration Committee held a total of eight
meetings, including three meetings by way of
absentee voting.
The meetings discussed the following matters:
• remuneration of the Company’s
management, members of the Board of
Directors and the Revision Committee,
parameters of PJSC Aeroflot’s targeted longterm incentive programme;
• CEO and management KPIs;

• key performance indicators for
Aeroflot Group’s Long-Term Development
Programme;
• performance assessment of members of the
Boards of Directors of subsidiary airlines;
• candidates and proposals on the members
of the Board of Directors representing
the interests of the Russian Federation at
PJSC Aeroflot’s Board of Directors in the
corporate year 2016–2017;
• PJSC Aeroflot’s internal documents,
including Regulations on PJSC Aeroflot’s
Key Performance Indicators, Corporate
Governance Code, Corporate Conduct Code,
and the new version of the Regulations on
the Personnel and Remuneration Committee.
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Membership of the Personnel and
Remuneration Committee as at 31 December
2015 (elected by Resolution of the Board of
Directors dated 3 September 2015)
• Igor Kamenskoy – independent member
of the Board of Directors, Head of the
Committee;
• Marlen Manasov – independent member
of the Board of Directors;

• Vasiliy Sidorov – independent member of the
Board of Directors;
• Mikhail Alekseev – member of the Board
of Directors;
• Roman Pakhomov – member of the Board
of Directors;
• Dmitry Peskov – member of the Board
of Directors.

STRATEGY COMMIT TEE

In the reporting year, the Committee held a
total of four meetings, including one meeting
by way of absentee voting.
The meetings discussed the following matters:
• implementation of Aeroflot Group’s
development strategy and marketing
strategy;
• Long-Term Development Programme update;
• programme for non-core assets disposal;
• strategic partnerships with airlines;
• aircraft fleet expansion.

Membership of the Strategy Committee as
at 31 December 2015 (elected by Resolution
of the Board of Directors dated 3 September
2015)
• Roman Pakhomov – member of the Board
of Directors, Head of the Committee;
• Mikhail Alekseev – member of the Board
of Directors;
• Marlen Manasov – independent member
of the Board of Directors;
• Dmitry Peskov – member of the Board
of Directors;
• Dmitry Saprykin – member of the Board
of Directors;
• Vasiliy Sidorov – independent member of the
Board of Directors;
• Yury Slyusar – member of the Board
of Directors;
• Giorgio Callegari – Member of the
Management Board, Deputy CEO for Strategy
and Alliances;
• Shamil Kurmashov – member of the
Management Board, Deputy CEO for Finance
and Network and Revenue Management.

Participation of Board members in 2015 Committee meetings
Audit Committee

Mikhail Alekseev

Personnel and Remuneration
Committee

Strategy Committee

8/8

4/4

Igor Kamenskoy

3/3

8/8

Igor Kogan

7/7

5/5
7/8

3/4

10/10

8/8

4/4

3/3

4/4

Marlen Manasov
Roman Pakhomov
Dmitry Peskov
Dmitry Saprykin
Vasiliy Sidorov
Yury Slyusar
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MANAGEMENT BOARD
PJSC Aeroflot’s sole executive body, the
CEO, and collective executive body, the
Management Board, are charged with
running the Company’s ongoing operations.
The executive bodies report directly to the
Board of Directors and the General Meeting
of Shareholders. The CEO also acts as the
Chairman of the Management Board. The Board

of Directors is authorised to appoint members
of the Management Board, and remove them
from office before the expiration of their term.
The Management Board acts in compliance
with PJSC Aeroflot’s Articles of Association
and Regulations on the Management Board
as approved by the General Meeting of
Shareholders of PJSC Aeroflot.

Membership of the Management Board as at 31 December 2015

The Strategy Committee has been set up to
prepare recommendations and proposals
to the Board of Directors enhancing the
Company’s performance and improving its
long-term strategy.

Board member

Strategic Report

Vitaly Saveliev
Chairman of the Management Board, CEO
Born in 1954. Graduated from Kalinin Leningrad Polytechnic Institute and Togliatti Leningrad
Institute of Engineering and Economics. Ph.D. in Economics.
From 1990 to 1993, CEO at the US-Soviet Union joint venture DialogInvest.
From 1993 to 1995, Chairman of the Management Board at Rossiya Bank.
From 1995 to 2001, Chairman of the Management Board at Menatep Saint Petersburg.
From 2001 to 2002, Deputy Chairman of the Management Board at Gazprom.
From 2002 to 2004, Vice-President at GROS United Company, Financial and IT Advisor to the CEO at
Svyazinvest.
From 2004 to 2007, Deputy Minister of Economic Development and Trade of the Russian
Federation.
From 2007 to 2009, First Vice-President and Head of Telecom Asset Development at Sistema
Telecom, First Vice-President and Head of Telecom Assets at Sistema Financial Corporation.
Since 2009, CEO, Chairman of the Management Board at PJSC Aeroflot.
Holds 0.121% of PJSC Aeroflot share capital.

Vladimir Antonov
First Deputy CEO for Aviation Safety
Born in 1953. Graduated from Moscow Railway Engineering Institute.
From 1977 to 1995, served in the armed forces.
From 1995 to 2011, Deputy CEO for Economic and Aviation Safety, Deputy CEO for Aviation Safety,
Deputy CEO for Aviation and Operating Safety, and First Deputy CEO for Operations at PJSC
Aeroflot.
Since 2011, First Deputy CEO for Aviation Safety at PJSC Aeroflot.
Holds 0.000425% of PJSC Aeroflot share capital.

3/4
10/10

7/7

4/4
1/1

Note: The first figure indicates the number of meetings attended by the member of the Board of Directors, the second figure indicates the total number of meetings held in
2015.
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Vasily Avilov

Vadim Zingman

Deputy CEO for Administrative Management

Deputy CEO for Customer Service

Born in 1954. Graduated from Dzerzhinsky Higher Naval Engineering College.
From 1997 to 2013, Head of Administration, Director of the Department of General Affairs, Deputy
CEO – Executive Director at PJSC Aeroflot.
Since 2013, Deputy CEO for Administrative Management at PJSC Aeroflot.

Born in 1970. Graduated from St Petersburg University of Economics and Finance.
Ph.D. in Economics.
From 2001 to 2008, Deputy Director of the Department for Government Regulation of Foreign
Trade at the Ministry of Economic Development and Trade of the Russian Federation.
From 2008 to 2009, Director of Government Relations at Sistema Financial Corporation.
From 2009 to 2012, Advisor to the CEO, Deputy CEO for Customer Relations and Deputy CEO for
Operations and Quality Management at PJSC Aeroflot.
Since 2012, Deputy CEO for Customer Service at PJSC Aeroflot.

Holds 0.0000002% of PJSC Aeroflot share capital.

Does not own PJSC Aeroflot shares.

Nikolay Altukhov

Giorgio Callegari

Deputy CEO for Sales and Property Management

Deputy CEO for Strategy and Alliances

Born in 1970. In 1996, graduated from Moscow Institute of Urban Economy and Construction, and
in 1999 – from State University of Management.
From 2009 to 2012, Director of Financial Operations at PJSC Aeroflot.
From 2012 to 2014, Deputy CEO for Economics and Finance at Rossiya Airlines.
From 2014 to 2015, CFO – Chief Accountant at Dobrolet and subsequently Pobeda.
Since 2015, Deputy CEO for Sales and Property Management at PJSC Aeroflot.

Born in 1959. Graduated from Turin Polytechnic University (Italy).
From 1986 to 1989, VP of Sales, member of the Board of Directors and the Executive Committee
at Malan Viaggi.
From 1990 to 2011, Sales Manager, Vice-President for Sales, Vice-President for Business
Development, Vice-President for Alliances, Business Development and International Relations,
Executive Vice-President for Alliances and Strategies at Alitalia.
Since 2011, Deputy CEO for Strategy and Alliances at PJSC Aeroflot.

Does not own PJSC Aeroflot shares.

Does not own PJSC Aeroflot shares.

Kirill Bogdanov

Shamil Kurmashov

Deputy CEO for IT

Deputy CEO for Finance and Network and Revenue Management

Born in 1963. Graduated from Kalinin Leningrad Polytechnic Institute.
From 2002 to 2004, Advisor to Vice-President at United Company GROS.
From 2004 to 2007, Executive Director at RAMAX International.
From 2007 to 2009, Director of Development and Control at Telecom Assets at Sistema Financial
Corporation.
Since 2009, Deputy Head of IT at PJSC Aeroflot, Advisor to the CEO, Deputy CEO for IT.

Born in 1978. Graduated from Moscow State Institute of International Relations (MGIMO
University). Ph.D. in Economics.
From 2004 to 2007, Deputy CEO for Finance and Investment at Sistema Telecom.
From 2007 to 2009, Director of Investments, Deputy Head of the Finance and Investment Division
at Sistema Financial Corporation.
From 2009 to 2013, Advisor to the CEO, Deputy CEO for Finance and Investment and Deputy CEO
for Commerce and Finance at PJSC Aeroflot.
Since 2013, Deputy CEO for Finance and Network and Revenue Management at PJSC Aeroflot.

Does not own PJSC Aeroflot shares.

Does not own PJSC Aeroflot shares.
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Georgy Matveev
Director of Flight Safety Management
Born in 1953. Graduated from the Academy of Civil Aviation. Ph.D. in Technical Science.
From 2001 to 2012, Deputy Chief Flight Safety Inspector and Deputy Director of Safety
Management at PJSC Aeroflot.
Since 2012, Director of Safety Management at PJSC Aeroflot.
Does not own PJSC Aeroflot shares.

Igor Parakhin

Strategic Report

In 2015, the Management Board of PJSC Aeroflot held a total
of 32 meetings, including 8 meetings by absentee voting of
members of the Management Board.
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held by the Management Board

• PJSC Aeroflot’s flight safety assessed under the SAFA programme;
• improvement of PJSC Aeroflot’s Flight Safety Management System;
• PJSC Aeroflot’s aircraft de-icing/anti-icing quality control at Russian airports;

Strategy implementation and development

•
•
•
•
•
•
•

implementation of Aeroflot Group’s Strategy;
Aeroflot Group’s Long-Term Development Programme update;
results of PJSC Aeroflot’s Innovative Development Programme in 2014;
set-up of a standalone business unit responsible for implementing the Innovative Development
Programme;
PJSC Aeroflot’s strategic partnerships;
efforts of the special strategic projects team to boost ancillary revenue within the Ancillary Revenue
project;
possible movement of all PJSC Aeroflot’s flight operations to the North terminal complex considering
the long-range construction plan based on the Sheremetyevo International Airport Development Master
Plan;

Operations

•
•
•
•

Aeroflot Group’s operational KPIs forecast for 2016;
aircraft fleet condition and potential replacement;
launch of new routes in the winter season 2015;
creation of PJSC Aeroflot’s unified aviation training centre based on Private Professional Educational
Organisation Aeroflot Aviation School;

Customer service and marketing

•
•
•
•
•
•

enhancement of service offerings within Aeroflot Group;
relations with large corporate customers;
results of the assessment of Aeroflot Group’s Net Promoter Score (based on the NPS study);
operation of Aeroflot Bonus, co-brand development within the programme;
implementation of PJSC Aeroflot’s marketing strategy;
terms and conditions of cargo and mail transportation on subsidiaries’ flights;

Finance

• review of reporting documents (annual report, annual accounting statements including the Company’s
•
•
•
•
•
•
•
•
•
•
•

Holds 0.000117% of PJSC Aeroflot share capital.

The following members left PJSC Aeroflot’s Management Board:
• Dmitry Galkin, Advisor to the Deputy CEO for Finance and Network and Revenue Management, as from 3 September 2015;
• Dmitry Saprykin, Deputy CEO for Sales and Property Management, Advisor to the CEO, as from 29 October 2015.

Appendixes

32 meetings

Flight safety

Deputy CEO and Commander of Flight Operations

As from 3 September 2015, Nikolay Altukhov, Deputy CEO for Sales and Property Management, was appointed to PJSC Aeroflot’s
Management Board.

Corporate Governance

The key matters addressed by PJSC Aeroflot’s Management Board in 2015 were as follows:

Igor Chalik

CHANGES IN THE MEMBERSHIP OF THE MANAGEMENT BOARD IN 2015

Financial review

IN 2015

Born in 1961. Graduated from Moscow Institute of Civil Aviation Engineers.
From 2001 to 2011, Head of Programme, Deputy Director of the Aviabusiness Higher Commercial
School.
Since 2011, Acting Technical Director, Technical Director, Deputy CEO and Technical Director
at PJSC Aeroflot.

Born in 1957. Graduated from Aktyubinsk Higher School of Civil Aviation.
From 2003 to 2008, Commander of the A320 Air Squadron at PJSC Aeroflot.
From 2008 to 2010, Commander of the A330 Air Squadron at PJSC Aeroflot.
Since 2011, Deputy CEO and Commander of Flight Operations at PJSC Aeroflot.
Recipient of the honorary title of the Honoured Pilot of the Russian Federation,
the Medal of Nesterov, and awards of government agencies.

Corporate Social Responsibility

ACTIVITIES OF THE MANAGEMENT BOARD

Deputy CEO and Technical Director

Holds 0.000007% of PJSC Aeroflot share capital.

Business Overview

income statement for the fiscal year 2014;
opinions of PJSC Aeroflot’s auditors (under RAS and IFRS) for the fiscal year 2014;
performance of Aeroflot Group’s consolidated budget KPIs for 2014;
Aeroflot Group’s consolidated budget and PJSC Aeroflot’s budget for 2016;
distribution of the Company’s profit (including dividend payout (declaration) and loss for the fiscal year
2014;
amount, terms and form of payment of dividends on PJSC Aeroflot shares for the fiscal year 2014;
handling of PJSC Aeroflot’s accounts receivable;
Aeroflot Group’s Investment Programme;
financial monitoring of agents;
progress in establishment of the unified treasury office of Aeroflot Group;
PJSC Aeroflot’s credit and documentary credit facilities;
results of efforts to improve the situation with loss-making routes;

Corporate governance and information disclosure

• results of the risk management system assessment procedure updates;
• PJSC Aeroflot’s internal documents;
• shareholder and investor relations;

Other

•
•
•
•
•

implementation of a centralised scheme for purchasing greenhouse gas emission allowance;
incentive programme and reward for sales managers in Russia and abroad;
PJSC Aeroflot’s 2014 procurement;
opening/closing of domestic and international branches and representative offices;
holding of a skills competition.
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COMMIT TEES
In pursuit of recommendations and proposals aiming to boost the Company’s business efficiency,
PJSC Aeroflot set up the Committee for Finance and Investments and the Committee for
Innovative Development.

COMMIT TEE FOR FINANCE AND INVESTMENTS
The Committee for Finance and Investments
is a permanent collective advisory body of
PJSC Aeroflot. In its operation, the Committee
is guided by the applicable laws of the Russian
Federation, resolutions of PJSC Aeroflot’s
Board of Directors, other regulations, rules
and procedures of the Company, and the
Regulations on the Committee for Finance and
Investments.
The Committee is charged, among other
things, with monitoring progress in the
implementation of the Company’s ongoing
investment projects, providing an expert
review of any such projects, passing
resolutions on suspension of investment
projects, determining their efficiency
assessment criteria and drafting proposals
on Aeroflot Group’s financial, economic and
marketing policies.
In 2015, the Committee for Finance and
Investments held a total of 13 meetings.

Membership of the Committee for Finance and
Investments as at 31 December 2015
• Shamil Kurmashov – Deputy CEO for Finance
and Network and Revenue Management,
Chairman of the Committee;
• Vadim Zingman – Deputy CEO for Customer
Service;
• Giorgio Callegari – Deputy CEO for Strategy
and Alliances;
• Svetlana Arkhipova – Director of the
Department for Financial Planning and
Analysis;
• Ilya Alexandrovsky – Director of the Sales
Department;
• Alexander Noskov – Director of the Economic
Security Department;
• Andrey Chikhanchin – Director of the
Corporate Finance Department;
• Evgeny Zenchenko – Deputy Director of the
Corporate Strategy Department;
• Dmitry Galkin – Advisor to the Deputy CEO
for Finance and Network and Revenue
Management;
• Andrey Polozov-Yablonsky – Advisor to the
CEO.

COMMIT TEE FOR INNOVATIVE DEVELOPMENT

13 meetings
held by the
Committee for
Finance and
Investments
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The Committee for Innovative Development
is a permanent collective advisory body of
PJSC Aeroflot’s Management Board. It was set
up to provide recommendations and proposals
for the Management Board to boost the
Company’s business efficiency.
In its operation, the Committee is guided by
the laws of the Russian Federation, resolutions
of PJSC Aeroflot’s Board of Directors and
Management Board, other regulations, rules
and procedures of the Company, and the
Regulations on the Committee for Innovative
Development.

The Committee is charged with reviewing
innovative projects and providing an
assessment of their efficiency, monitoring
progress in the implementation of the ongoing
innovative projects, passing resolutions on
project suspension, setting out requirements
for the design and quality of innovative
development materials submitted to the
Management Board, and recommending
projects for implementation.
In 2015, the Committee for Innovative
Development held no meetings.
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Business Overview

Membership of the Committee for Innovative
Development as at 31 December 2015
• Vitaly Saveliev – CEO and Chairman of the
Committee;
• Kirill Bogdanov – Deputy CEO for IT;
• Vadim Zingman – Deputy CEO for Customer
Service;

Corporate Social Responsibility
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Corporate Governance

Appendixes

• Shamil Kurmashov – Deputy CEO for Finance
and Network and Revenue Management;
• Igor Parakhin – Deputy CEO and Technical
Director;
• Oleg Volkov – Director of the Department for
Applied Systems;
• Andrey Polozov-Yablonsky – Advisor to the CEO.

REMUNERATION FOR MEMBERS OF THE BOARD OF
DIRECTORS AND THE MANAGEMENT
The Company has in place a structured
remuneration system for members of the
governing bodies designed to link the amount
of bonus payments to the achievement of
short-term targets, and align the interests
of the Company’s management and its

shareholders. Short-term incentive is provided
in the form of cash bonuses, while long-term
incentive implies payments based on share
capitalisation benchmarked against different
indicators.

REMUNERATION FOR MEMBERS OF THE BOARD OF DIRECTORS
Guidelines for Board remuneration calculation
and payouts are set forth in the Regulations
on Remuneration and Compensation Payments
to the Members of the Board of Directors of
PJSC Aeroflot in line with the Federal Law On
Joint-Stock Companies, other applicable laws
of the Russian Federation and the Company’s
internal documents. These Regulations were
approved by PJSC Aeroflot’s General Meeting of
Shareholders on 25 June 2015.
The Board remuneration framework comprises
fixed and variable (bonus) components. The
key criterion defining the fixed remuneration
component is the extent to which members of
PJSC Aeroflot’s Board of Directors are actually
involved in the operations of the Board
and its Committees. The variable (bonus)
remuneration component is directly linked to
the Company’s market capitalisation growth on
the Moscow Exchange as benchmarked against
the MICEX index performance.
In 2013, in order to provide for long-term
incentives, Aeroflot approved the Stock Option
Plan for Board Members valid through 2015.
The total pool of the Stock Option Plan for
Board Members is equivalent to 0.5% of
PJSC Aeroflot’s market capitalisation growth
over the lifetime of the Stock Option Plan. The
2013–2015 Stock Option Plan draws heavily on
two underlying metrics, namely:

• PJSC Aeroflot’s market capitalisation growth
in the relevant year (maximum weight
of 50%),
• PJSC Aeroflot’s rank in the top 5 market
capitalisation growth peer chart in the
relevant year (maximum weight of 50%).
The second metric is factored in only when
PJSC Aeroflot’s market capitalisation growth
is positive.
25% of the remuneration amount accrued for
the relevant year is paid out to the members of
the Board of Directors simultaneously with the
principle remuneration for the relevant year.
75% of the remuneration amount accrued for
the relevant year is not paid out, but set aside
until the end of the Stock Option Plan lifetime
(December 2015), added together and paid as
a lump sum upon resolution of the General
Meeting of the Company’s Shareholders.
In 2015, PJSC Aeroflot’s market capitalisation
grew by 68.9% (following the calculation
method applicable for the Plan) and ranked
first among peers by growth rate.
Starting from 2016, the Stock Option Plan is
to be replaced by the long-term incentive
programme valid up to 30 June 2019,
which will also be linked to PJSC Aeroflot’s
capitalisation growth benchmarked against
indexes and peers.
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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 management
is comprised of the fixed component (official
salary) and the variable component (current
bonuses and long-term incentives).
Current bonuses depend on the Group-wide
performance indicators and are calculated
in accordance with the Company’s KPI Based
Employee Bonus System. The KPI Based
Employee Bonus System is defined by the
Regulations on Bonus Payments to the
Managers and Specialists of JSC Aeroflot
(approved on 2 February 2011). The Regulations
stipulate that the bonus component of
management compensation amount shall
depend on their quarterly and annual
performance under the KPIs approved for the
relevant reporting period.
To provide for long-term incentives, in 2013,
PJSC Aeroflot’s Board of Directors approved the
Management Stock Option Plan valid through
2015. The plan covered the CEO, members of
the Management Board, department heads,

Chief Accountant and the Company’s other staff
on the CEO’s resolution. The plan relies on the
same principles as the incentive programme
for members of the Board of Directors.
Two thirds of the remuneration amount
accrued within the stock option plan for the
year shall be paid to the plan participants no
later than one month after Aeroflot Group’s
performance for the relevant year is summed
up. One third of the remuneration amount
accrued within the stock option plan for
the relevant year shall not be paid out but
reserved until 2016. The amounts payable shall
be added together and paid as a lump sum
upon resolution of the General Meeting of the
Company’s Shareholders.
Starting from 2016, the Stock Option Plan
will be replaced by the long-term incentive
programme up to 30 June 2019, which will be
linked to PJSC Aeroflot’s capitalisation growth
and a number of other indicators determining
the success of the Group’s long-term
development.

From 2015 onward, the scope of the CEO’s
KPI list (with KPI weights and targets) are
extended to include all members of the
Company’s Management Board to provide
incentives for the management to pursue
Group-wide corporate objectives and improve
the Group’s overall performance.
The KPIs for the Company’s staff were
approved by the CEO’s Order No. 424 dated
30 December 2014.
To comply with the resolution of the
Government Commission on Transport
and Communications (Minutes No. 6 dated
4 December 2014) prescribing the analysis
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of implementation of PJSC Aeroflot’s LongTerm Development Programme parameters
in 1H 2015, and proceeding from the need
to update the Programme parameters based
on the airline’s performance and taking
into account the air transportation market
environment, in 2015 adjustments/updates
were made to:
• Aeroflot Group’s Long-Term Development
Programme parameters;
• Aeroflot Group’s budget for 2015;
• the list, weights and targets of the
KPIs within Aeroflot Group’s Long-Term
Development Programme and the 2015 KPIs
for PJSC Aeroflot’s CEO.
In April 2015, PJSC Aeroflot’s Board of Directors
approved the updated 2015 KPIs (list, weights
and targets) for PJSC Aeroflot’s CEO (Minutes
No. 15) reflecting PJSC Aeroflot’s KPI System.

Business Overview

Corporate Social Responsibility

The KPIs for the Company’s staff were
approved by the CEO’s Order No. 235 dated
16 July 2015.
Pursuant to the directives of the Russian
Government, PJSC Aeroflot’s KPI system
embraces financial, economic and industryspecific indicators coupled with bonus
disqualification indicators, including:
• mandatory financial and economic KPIs
– Total Shareholder Return (TSR) (for
Aeroflot Group) and ROIC (for Aeroflot Group)
– in line with the KPI Guidelines (Letter
of the Federal Agency for State Property
Management No. OD-11/22160 dated 26 May
2014);
• Overall Productivity KPI (Aeroflot Group) –
in line with the Russian Government
Directive No. 6362p-P13 dated 24 October
2013;
• Share of Supplies from Small and MediumSized Businesses, Efficient Energy Use and
Environmental Friendliness KPI included

•

•

•

•

Financial review

Corporate Governance
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in Aeroflot’s KPI System and KPI lists
for relevant department heads – in line
with the Russian Government Directive
No. 6362p-P13 dated 24 October 2013;
Innovative Development Programme
Efficiency KPI (Aeroflot Group) – in line with
Letter of the Deputy Minister for Economic
Development No. 3142-OF/D06 dated
24 February 2012;
Investment Programme Efficiency KPIs
(for Aeroflot Group) – in line with Directive
of the Federal Agency for State Property
Management No. PF-11/35029 dated
14 August 2014;
KPI used to cancel the management’s bonus
(disqualification indicator) – Safety Level of
PJSC Aeroflot Flights;
CASK KPI showing a reduction of operating
costs (expenses) by at least 2%–3% annually,
for department key executives – in line
with the Russian Government Directive
No. 2303p-P13 dated 16 April 2015.

2015 KPI targets for PJSC Aeroflot’s CEO
(approved by PJSC Aeroflot’s Board of Directors, Minutes No. 15 dated 23 April 2015)
KPI

KPI SYSTEM
The 2015 KPI list, weights and targets for
PJSC Aeroflot’s CEO reflecting the Company’s KPI
system were approved by PJSC Aeroflot’s Board
of Directors on 2 December 2014 (Minutes No. 8).

Strategic Report

Measurement unit

2014*

2015**

Weight, %

Plan

Actual

Performance
to plan

Weight

Plan

Actual

Performance
to plan

10.0%

21.4%

(59.2%)

0.0%

5.0%

0.0%

68.9%

1,478.0%

15.0%

12.2%

4.6%

37.4%

15.0%

15.7%

18.5%***

117.8%

n/a

5.0%

2.3

1.7

126.1%

n/a

5.0%

80%

95%

118.8%

Total Shareholder Return
(TSR)

%

Return on Invested Capital
(ROIC)

%

Long-Term Debt / EBITDAR

–

Innovative Development
Programmes’ Efficiency

%

Investment Programme
Efficiency

–

Revenue per Available SeatKilometre (RASK)

RUB per
ASK

Punctuality

%

15.0%

PJSC Aeroflot’s Flight Safety

%

20.0%

Passenger Load Factor

%

Overall Productivity

million
ASK per
person

5.0%

0.37 million
TKM per
person

0.38 million
TKM per
person

EBITDAR

USD
million

15.0%

1,408.0

1,266.8

90.0%

n/a

Net Income

USD
million

10.0%

100

(446)

0.0%

n/a

10.0%

n/a

5.0%

3.8

8.7

228.9%

7.02 cent per
ASK

88.9%

5.0%

3.20

3.33

104.1%

86.0%

89.3%

103.8%

15.0%

87.0%

91.4%

105.1%

99.957%

99.972%

103.5%

20.0%

99.957%

99.978%

104.9%

n/a

10.0%

77.1%

78.3%

101.6%

103.7%

15.0%

4.066

4.060

99.8%

7.90 cent per
ASK

* 2014 KPIs are calculated for Aeroflot Group, except for the Punctuality, Overall Productivity and PJSC Aeroflot’s Flight Safety KPIs.
** 2015 KPIs are calculated for Aeroflot Group, except for PJSC Aeroflot’s Flight Safety KPI.
*** As per the resolution of PJSC Aeroflot’s Board of Directors dated 24 December 2015 (Minutes No. 9), the actual value of the ROIC (Aeroflot Group) 2015 KPI excludes the
impact of Transaero.
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In 2015, the actual KPI values of PJSC Aeroflot’s
CEO exceeded targets as a result of implemen
tation of initiatives to reduce costs and
enhance labour productivity, as well as
efficient operational management. Deviation

of the Overall Productivity 2015 KPI from plan
is due to the employment of over 1.1 thousand
former employees of Transaero in the fourth
quarter of 2015. Excluding Transaero staff, the
KPI achievement stands at 100.3%.

2016 KPI targets for PJSC Aeroflot’s CEO
(approved by PJSC Aeroflot’s Board of Directors, 24 December 2015)
KPI*

Strategic Report

Business Overview

Corporate Social Responsibility

Measurement
unit

Plan

Total Shareholder Return (TSR)

10.0%

%

16.5%

Return on Invested Capital (ROIC)

20.0%

%

12.8%

Long-Term Debt / EBITDAR

5.0%

–

2.3

Innovative Development Programmes’ Efficiency

5.0%

%

80%**

Investment Programme Efficiency

5.0%

–

5.09

CASK Reduction

5.0%

%

2.0%

Share of State-Subsidised Funding in Total Funding Secured

5.0%

%

0%

Punctuality

5.0%

%

86.0%

PJSC Aeroflot’s Flight Safety

15.0%

%

99.957%

Passenger Load Factor

10.0%

%

78.0%

Overall Productivity***

15.0%

million ASK
per person

4.188

Board member

Remuneration, RUB

Kirill Androsov

3,000,000

–

1,960,000

–

Mikhail Alekseev
Aleksey Germanovich

the Russian Prime Minister D.A. Medvedev
No. AD-P36-4617 dated 11 July 2015 on
including the indicator showing investment
capital raised in the private equity market;
• the Group-Level Revenue per Available
Seat-Kilometre (RASK) KPI was removed as
exceeding the total number of KPIs set forth
by the KPI Guidelines of the Federal Agency
for State Property Management.

REMUNERATION FOR THE BOARD OF DIRECTORS AND THE
MANAGEMENT BOARD IN 2015
The annual General Meeting of Shareholders
held on 22 June 2015 resolved to pay members
of PJSC Aeroflot’s Board of Directors the total
remuneration of RUB 23,603,280 for 2014, with

no payments made under the Stock Option
Plan (in 2014, the remuneration amounted to
RUB 47,941,053 with additional RUB 35,882,000
under the Stock Option Plan).

* All KPIs calculated for Aeroflot Group except for PJSC Aeroflot’s Flight Safety.
** The plan value determined in accordance with the draft updated Aeroflot Group’s Long-Term Development Programme submitted for consideration to the Government
Commission on Transport and Communications.
*** The plan values for the Overall Productivity KPI determined for the unchanged business model of the Company and the current ratio of insourced and outsourced operations. The plan KPI value does not comply with the federal executive authorities’ directive prescribing an annual growth of 5% because the headcount of Aeroflot Group
increased by 6,060 FTEs due to the employment of Transaero staff.
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Remuneration under the Stock
Option Plan, RUB

1,131,377

–

Igor Kogan

2,173,765

–

Igor Kamenskoy

1,336,032
1,163,968

–

Marlen Manasov

2,000,000

–

Roman Pakhomov

2,360,000

–

Dmitry Peskov

1,058,138

Vitaly Saveliev

1,800,000

–

Dmitry Saprykin

1,980,000

–

Vasiliy Sidorov

1,874,494

–

Sergey Chemezov

1,765,506

–

23,603,280

–

Total

The total remuneration accrued to members of PJSC Aeroflot’s Management Board for 2015 stood
at RUB 362,594,270 (RUB 931,358,555 in 2014).

Remuneration for members of PJSC Aeroflot’s Management Board accrued in 2015
Remuneration type

Amount, RUB

Salary and additional compensations

198,622,972

Bonuses

The 2016 KPIs for PJSC Aeroflot’s CEO reflecting
PJSC Aeroflot’s KPI system were amended as
follows versus 2015:
• the CASK Reduction KPI was added
pursuant to the Russian Government
Directive No. 2303p-P13 dated 16 April 2015
prescribing a reduction of operating costs
(expenses) by at least 2%–3% annually;
• the Share of State-Subsidised Funding
in Total Funding Secured KPI was added
pursuant to Paragraph 2 of Instruction of

Corporate Governance

Remuneration for members of PJSC Aeroflot’s Board of Directors accrued in 2015

Igor Lozhevsky
Weight

Financial review

163,971,298

Total

362,594,270

DIRECTORS AND OFFICERS LIABILITY INSURANCE
As part of the efforts to provide insurance
protection, PJSC Aeroflot has signed an
agreement for liability insurance of the
Company’s directors and officers providing for
reimbursement for loss caused to third parties,
arising from claims filed by third parties
against the insured individual due to his/her

wrongful acts committed in their management
roles. A securities claim filed against the
Company also constitutes an insured event.
The amount of cover is USD 100 million per
claim and in total. The insurance period is one
year.

USD 100
million

liability insurance
for PJSC Aeroflot’s
directors and
officers

INTERNAL CONTROL AND AUDIT
INTERNAL CONTROL AND AUDIT
PJSC Aeroflot has an efficient system in place
for internal control and audit. It includes the
Revision Committee, the Audit Committee of the
Board of Directors, the Company’s governance
and management bodies, and the Internal Audit
Department.
Depending on the scale of their business and
related risks, the Company’s subsidiaries arrange
for internal audit to be conducted by either
PJSC Aeroflot’s Internal Audit Department or the
internal audit unit or permanent internal auditor

of their own. Heads of such units and internal
auditors of subsidiaries functionally report to
the Director of the Internal Audit Department of
PJSC Aeroflot.
The internal control systems are designed to
maximise the Company’s transparency, economic
efficiency, and compliance with the applicable
laws.

147

Aeroflot Group Profile

REVISION COMMIT TEE
The Revision Committee exercises control
over PJSC Aeroflot’s financial and operational
activities to provide reasonable assurances
of the Company’s business fully meeting the
interests of its shareholders and requirements
set forth in the applicable laws of the Russian
Federation. In its operation, the Revision
Committee is guided by the Company’s Articles
of Association and the Regulations on the
Revision Committee of PJSC Aeroflot.

5 members in
the Revision
Committee

As prescribed by the respective Regulations,
the Revision Committee checked for accuracy
the information contained in the RAS-based
annual financial statements for 2015,
including the Income Statement and other
documents submitted to the General Meeting
of Shareholders for review. The Committee
benchmarked the metrics related to the
Company’s financial and operational activities
in 2011–2015 and their compliance with the
applicable laws in 2015.
Based on these audits, the Revision Committee
prepared and approved a report providing
an analysis of the Company’s balance sheet
and financial results. The Committee’s report
reflects changes in the balance sheet structure
and key change drivers, assessing a wide range
of the Company’s financial and operational
activities, including the risk management and
internal control system, and compliance. The
conducted audits and inspections enabled the
Committee to provide recommendations meant
to improve the Company’s business efficiency
and thereby increase earnings and cut costs.

Igor Belikov
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INTERNAL AUDIT DEPARTMENT
In its report, the Revision Committee passed
a positive opinion on the accuracy of the
Company’s financial statements citing no
material grounds to disprove the information
provided in the Balance Sheet and Income
Statement of PJSC Aeroflot as at 31 December
2015. The report also provides the Committee’s
recommendations with regard to the
Company’s business efficiency.
The General Meeting of Shareholders of
22 June 2015 (Minutes No. 37 dated 25 June
2015) elected members of PJSC Aeroflot’s
Revision Committee as follows:
• Igor Belikov – Head of the Russian Institute
of Directors;
• Marina Mikhina – Advisor to the Head
of the Federal Agency for State Property
Management;
• Ekaterina Nikitina – Advisor to the President
of Oil Transporting Joint-Stock Company
Transneft;
• Pavel Fradkov – Deputy Head of the
Administrative Office of the Russian
President;
• Alexei Shchepin – Senior Expert of the Legal
Directorate at Modern Commercial Fleet.

The internal control responsibilities are
vested with the Internal Audit Department
established by the resolution of the Board
of Directors of PJSC Aeroflot dated 1 July
2009 (Minutes No. 2). In its operation, 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. Director of the Internal Audit
Department functionally reports to the Board
of Directors of PJSC Aeroflot and to the Audit
Committee of the Board of Directors.

The Internal Audit Department strives to
assist PJSC Aeroflot in achieving its strategic
goals through applying a holistic consistent
approach to assessment and improvement
of risk management, internal control, and
corporate governance processes.

The purpose of the Department is to support
economic efficiency and solid performance of
PJSC Aeroflot, achieve financial and operational
KPIs, protect assets, provide for fair disclosures
of the Company’s financial and operational
data, and ensure compliance with the
applicable laws.

Audit findings enabled the management
to come up with proposals on further
improvements in the Company’s key
operations, with the majority of them
successfully implemented by the management.

In 2015, the Internal Audit Department
conducted a total of 46 audits of the
Company’s units and subsidiaries to identify
potential risks and assess efficiency in
PJSC Aeroflot’s key business lines and
processes.

46 audits

conducted to
identify potential
risks and assess
efficiency in 2015

The Department regularly reports to the Audit
Committee of PJSC Aeroflot’s Board of Directors
on progress in implementation of the annual
action plan, audits made, and application of
the Department’s recommendations.

IMPROVEMENT OF INTERNAL CONTROLS AND OPERATING

The General Meeting of Shareholders also
resolved to pay members of the Revision
Committee the total remuneration of
RUB 557 thousand.

PRINCIPLES OF THE INTERNAL AUDIT DEPARTMENT IN 2015

Remuneration for members of PJSC Aeroflot’s Revision Committee in 2014
Member of the Revision Committee

Strategic Report

Remuneration, RUB
432,000

Marina Mikhina

–

Natalia Sligun

–

Mikhail Sorokin

–

Alexei Shchepin

125,000

Total

557,000

PJSC Aeroflot implemented the following key
internal control improvement measures as
part of its roadmap to integrate the Corporate
Governance Code in the Company’s operations:
• set out in its Articles of Association the
authority of the Board of Directors to
establish principles of and approaches to
organising a risk management and internal
control system, approving the Group-wide
risk management and internal control policy,
and included these functions in the Board of
Director’s action plan;
• developed a Group-wide risk management
policy on the basis of generally accepted
principles and practices for risk management
and internal control;
• set up a new risk management unit;
• developed a single Group-wide risk
assessment and management framework on
the basis of generally accepted principles
and practices for risk management and
internal control;
• introduced regular reports on Group-wide

key risk management results, submitted to
the CEO, the Audit Committee, and the Board
of Directors.
The following key measures to improve
internal audit were also implemented:
• optimised the organisational structure of the
Internal Audit Department;
• introduced a practice of confidential
reporting to PJSC Aeroflot’s Board of Directors
and the Internal Audit Department;
• developed an internal audit framework in
line with the best international internal audit
practices;
• designed specific auditing principles for
internal audit areas;
• set out a risk-based internal audit plan;
• developed a KPI-based performance
assessment procedure for internal audit;
• conducted employee training at the
Internal Audit Department in mastering the
International Standards for the Professional
Practice of Internal Auditing.
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46 audits

conducted to
identify potential
risks and assess
efficiency

• The annual General Meeting of Shareholders
approved AO BDO Unicon (Minutes No. 37
dated 25 June 2015) as the Company’s
external auditors to provide independent
review of PJSC Aeroflot’s 2015 accounting
statements prepared under the Russian
Accounting Standards (RAS).
• Following the results of the 2013 public
tender for conducting annual audits of
IFRS financial statements in 2013–2015,
the Company’s 2015 consolidated financial
statements prepared under the International
Financial Reporting Standards (IFRS) were
audited by AO PricewaterhouseCoopers Audit.

INFORMATION DISCLOSURE
To enhance its corporate transparency
and equity story, the Company strives
to ensure timely disclosure of complete
and accurate material information on its
operations. The Company is guided in its
information disclosure by requirements and
recommendations of federal laws, the Bank of
Russia, Russian and foreign trading hubs 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.
The main objectives of the corporate
information policy are to:
• ensure compliance with the Russian law and
regulatory requirements of the securities
market;
• enhance information transparency and
confidence in communications with the
Company’s shareholders, security holders,
investors, creditors, and other stakeholders,
and ensure protection of their rights and
their legitimate interests;
• focus on fully meeting the demand of
shareholders, investors, professional security
traders, and other stakeholders for fair
disclosures of the corporate and business
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ANTI - CORRUPTION PRACTICES

EXTERNAL AUDIT
Each year, PJSC Aeroflot engages external
auditors to conduct independent assessment
of its financial (accounting) statements.
External auditors are engaged through public
tenders which ensure unbiased selection
of the successful bidder based on auditing
experience, the proposed audit scope and
timeline, and the track record in the Company’s
industry. The audit firm which won the public
tender for conducting annual audit of the
Company’s financial (accounting) statements
is recommended by the Board of Directors
for approval by the annual General Meeting
of Shareholders in accordance with the
applicable laws.

Strategic Report

information;
• secure shareholders’ rights to receive
material information required to exercise
their corporate governance rights;
• maintain professional and trust-based
relationships of the Company with mass
media providing for free information
sharing without prejudice to the rights
and legitimate interests of shareholders,
investors, and other parties;
• protect insider information.

Aeroflot is currently working on the
implementation of corporate anti-corruption
programmes. The Group operates on the
basis of public anti-corruption principles and
measures, transparent and open procurement
processes, and rejection of illicit benefits,
creates effective feedback channels, and fights
corruption by sharing information. In 2015,
Aeroflot signed up to the Anti-Corruption
Charter of the Russian Business.
On 21 December 2015, the Board of Directors
of PJSC Aeroflot (Minutes No. 8) approved
the Group’s Anti-Corruption Policy designed
to create a uniform approach to adhering
to 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.
Anti-corruption policy objectives are to:
• implement the requirements of article 13.3
of Federal Law No. 273-FZ On Countering
Corruption dated 25 December 2008;
• set up an effective legal route to prevent and
counter corruption;
• improve the legal anti-corruption
framework in terms of fighting corruption
and cooperating with government bodies
authorised to make anti-corruption
decisions;

• prevent and establish liability for corruptionrelated and other crimes;
• foster a uniform understanding of the Group’s
zero tolerance policy towards corruption
in all its forms and manifestations among
Aeroflot Group’s shareholders, counterparties,
employees, and executive and control
bodies;
• mitigate the risks of corporate and employee
corruption;
• embed an anti-corruption culture.
The anti-corruption policy supports the Group’s
commitment to high ethical standards of open
and fair business practices to further improve
corporate culture, adhere to the best corporate
governance practices, and maintain a good
business reputation.
Aeroflot Group’s anti-corruption policy is
published on corporate websites of its
subsidiaries. Aeroflot Group openly states
its rejection of unfair and illegal business
practices and takes additional voluntary anticorruption commitments recommended by
international and Russian laws.

Information on PJSC Aeroflot is promptly
communicated to the widest possible
audience through publication of such
messages, press and news releases in the news
feed updated in real time on PJSC Aeroflot’s
disclosure page (http://disclosure.skrin.ru/
disclosure/7712040126) and in the section of
PJSC Aeroflot’s official website for shareholders
and investors (http://ir.aeroflot.ru/raskrytieinformacii).

For more details on information disclosure see the Investor
Relations section.
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RISK MANAGEMENT
RISK MANAGEMENT SYSTEM
Aeroflot Group has put in place an integrated
risk management framework outlined in
the Regulations on Aeroflot Group’s Risk
Management System approved by the Board of
Directors of PJSC Aeroflot in 2015.
The principles of, and approaches to, the
structure and operation of the corporate risk
management system (CRMS) of Aeroflot Group
are driven by the Guidelines on Drafting
the Regulations on the Risk Management
System of the Russian Ministry of Economic
Development, Internal Control – Integrated
Framework and Enterprise Risk Management –
Integrated Framework of the Committee of
Sponsoring Organizations of the Treadway
Commission (COSO), ISO 31000 Risk
Management – Principles and Guidelines, and
the requirements of relevant provisions of the
Corporate Governance Code.
Integration of risk management functions
into business processes helps to promptly
identify risks, assess their materiality, and
efficiently respond to them to minimise their
adverse impact and/or reduce the likelihood of
risks being realised. Such tools as insurance,
hedging, setting limits, and coverage
requirements are used to mitigate risks. Other
risk mitigants are personnel development,
upgrading fleet and using advanced
technologies in flight safety, aviation security,
financial risk management, pilot training, etc.
CRMS operation is based on the following
principles:
• continuity – the CRMS operates on an ongoing
basis as part of financial and operational
activities and management functions;
• integration – the CRMS forms an integral part
of corporate governance system and financial
and operational activities;
• consistency – processes in the CRMS are
driven by approaches and standards that are
consistent across Aeroflot Group. Practices and
standards adopted by the aviation industry are
used to manage industry-specific risks;
• goal linking – risk management is linked to the
goals of Aeroflot Group;
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• optimality – the following conditions are to be
concurrently met:
−− effect from the operation of the CRMS
or its component exceeds the costs of
implementing or operating the system or its
component;
−− the given level of costs for implementation
and operation of the CRMS or its component
helps achieve its maximum possible
performance, or the given performance
profile of operation of the CRMS or its
component requires minimum potential
costs for implementation and operation of
the system or its component;
• reasonable approach to paperwork – the level
of formalisation and documentation is aligned
with the standards applicable at Aeroflot Group
and ensures efficient operation of the CRMS;
• distribution of rights and obligations – rights
and obligations are distributed among CRMS
participants so as to minimise the risk that
CRMS participants commit and conceal an
error or unlawful (including criminal) actions
(omission), and to ensure compliance with the
CRMS operating principles;
• priority – risks are handled according to their
significance;
• transparency – relevant and adequate CRMS is
guaranteed by proper and timely involvement
of stakeholders, in particular, decision makers
of all levels;
• use of the best available information – any
available information may be used for the
CRMS, including oral and written, confirmed
and unconfirmed, financial and non-financial
information received from any sources, either
internal or external. CRMS participants should
be aware of all relevant properties and
parameters of information they use;
• adaptability and development – the CRMS
should constantly evolve and improve through
digesting changes in the external and internal
environment of Aeroflot Group; and
• reasonable assurance – estimates, conclusions,
decisions and recommendations made in the
course of the CRMS operation should be based
on the necessary and sufficient amount and
quality of evidence to consider them relevant,
accurate, reliable, timely, and complete.
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RISK MANAGEMENT FLOW CHART
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 all

business units of PJSC Aeroflot. The Company
runs both qualitative and quantitative risk
assessment and has in place a framework to
report on management of key risks across
Aeroflot Group.

General Meeting of Shareholders

General Meeting of Shareholders

Audit Committee of the Board
of Directors

Board of Directors

CEO

Board of Directors

Management Board

Management

Committees

Executive management
(Deputy CEOs)

Deputy CEO for Finance
and Network and Revenue
Management

...
Line
management

Business Units

Risk Management Office

Corporate Finance Department
Property Management Department

Internal Audit Department

General Meeting of Shareholders tier:
• Making decisions on matters of the General
Meeting of Shareholders.

PJSC Subsidiaries

Board of Directors tier:
• Determining key parameters of the
CRMS (goals, tasks, operating principles,
architecture, risk appetite, etc.);
• Managing risks within the authority of the
Board of Directors;
• Making decisions on providing necessary
resources to CRMS participants;
• Assessing CRMS performance;
• Reviewing the risk map.
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Executive management tier:
• Operational management and monitoring of
CRMS;
• Making decisions on management of risks
within the authority of CRMS participants at
the executive management level;
• Making decisions on allocation of resources
among CRMS participants;
• Making decisions on identifying instruments
and parameters for financial risk hedges.

Line management tier:
• Executing, following up, and continuously
improving risk management procedures;
• Making decisions on management of risks
within the authority of line management.

Strategic Report

Risk

Risk assessment

Development, implementation, and
follow-up of risk management

Monitoring

Definitions and descriptions of risk
elements (sources, events, causes, and
implications).

Analysing risk, its implications, and
forms of impact on achievement of
Aeroflot Group’s goals.

Developing, implementing, and following
up risk management measures to achieve
the goals of the Group and the risk
management system, and linking risks to
applicable risk appetite levels.

Supervising the identification,
assessment, implementation, and followup of risk management.

RISKS AND RISK MANAGEMENT MEASURES
Risk

Description (rationale)

Measures

Currency risk is the risk of incurring losses
from potential adverse fluctuations of
exchange rates.
Commodity price risk is the risk of
incurring losses from potential adverse
changes in prices of commodities
purchased.
Risk of incurring losses from potential
fluctuations in market interest rates.

The Group pursues a policy of balancing proceeds and liabilities in each currency and
also uses currency hedges.
See below a detailed overview of the impact the realised risk may have on the Group.

Interest rate risk

Credit risk

Risk of incurring losses from a
potential failure by a counterparty to
meet its contractual obligations to
Aeroflot Group’s companies.
Risk of incurring losses from inability of
the company to fully meet its obligations
as they fall due.
Risks of incurring losses from possible
misinterpretation of laws with respect
to financial and operational activities
resulting in financial uncertainties of such
activities after tax.
Risks of incurring losses from the Group’s
inability to raise capital for its financial
and operational activities on acceptable
terms.

A systemic approach including:
• internal credit ratings assigned to agents marketing passenger flights in Russia;
• financial coverage calculated for sales of passenger and cargo flights;
• credit risk limits assigned to credit institutions.
To mitigate the implications and/or the likelihood
of these risks being realised, changes in Russian tax laws are monitored, tax systems in
foreign jurisdictions and agreements signed by the companies are reviewed, etc.
To mitigate the implications and/or the likelihood
of these risks being realised, changes
in Russian tax laws are monitored, tax systems in foreign jurisdictions and agreements
signed by the companies are reviewed, etc.

Liquidity risk
Tax risks

Capital markets access risks

Other financial risks

Other risks that may affect financial
performance.

To mitigate the implications and/or the likelihood of these risks being realized, the
market environment is analyzed, the terms of service offered by financial institutions
are monitored, payments for outstanding invoices are followed up on, etc.
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Hedging (transforming floating interest rates under existing lease agreements into
fixed rates).
See below a detailed overview of the impact the realised risk may have on the Group.

To mitigate the implications and/or the likelihood
of these risks being realised, the market situation is monitored, a competitive
environment for credit institutions is set up, and measures to enhance the Group’s
equity story and upgrade and/or maintain our credit rating are taken.

Financial review
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Description (rationale)

Measures

Strategic risks

Risks of incurring losses from errors
(flaws) made when making decisions on
the Group’s business and growth strategy.

To mitigate the implications and/or the likelihood of these risks being realized, the market
situation is monitored, market players and analysts are consulted, judgements and
opinions by leading global experts are used, necessity to upgrade the fleet is analyzed, and
specialized business units are involved in strategic planning.

Route network planning risks

Risks of incurring losses from wrong
decisions made when planning the route
network.

To mitigate this risk such methods as requesting slots in advance when interacting with
airports, providing standby aircraft, forecasting constraints, monitoring flight loads and
the market situation are applied.

Service quality risks

Risks of incurring losses from potential
refusal by consumers to buy goods or
services of the Group’s companies as a
result of products and services offered by
the companies failing to meet the quality
requirements of consumers.

To mitigate the implications and/or the likelihood of these risks being realized, a
process to obtain feedback from customers through a number of channels and ensure
timely, full consideration of all incoming communications and complaints has been
put in place. The demand for services offered by Aeroflot Group is also tracked, and
measures to enhance service quality, improve consumer loyalty and experience, and
monitor employee compliance with regulations are taken.

Reputational risks

Risks that an organisation would
incur losses as a result of negative
perceptions of the organisation’s image by
customers, counterparties, shareholders
(participants), business partners,
regulators, and others.

To mitigate the implications and/or the likelihood of these risks being realized,
procedures to monitor compliance with process flows and regulations and
continuously monitor and analyze the information environment around Aeroflot Group,
and maintain communications with NGOs are set up.

Aviation security risks

Risks of incurring losses from unlawful
interference with aviation activities.

To mitigate the implications and/or the likelihood of these risks being realized, situation
is monitored and analyzed and remedial measures to ensure safety at the base airport
and destination airports are taken, 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.

Flight safety risks

Forecast likelihood and severity of
implications of one or several threats
being realised with respect to: aviation
activities related to aircraft operation or
directly supporting such operation (flight
and ground, commercial and technical).

To mitigate the implications and/or the likelihood of these risks being realized, aircraft
condition, aircraft maintenance, and the operation of the corporate healthcare unit
in terms of medical examination of flight crew are monitored, medical equipment is
replaced, and operations and operating processes are continuously monitored.

Other operational risks (core and noncore business)

Operational risks (core business) are
risks of losses that are explicitly due and
directly related to air transportation of
passengers, baggage, cargoes, and mail.
Operational risks (non-core business)
are risks of losses that are due, but not
directly related, to air transportation of
passengers, baggage, cargoes, and mail.

To mitigate the implications and/or the likelihood of these risks being realized, aircraft
maintenance processes are monitored and coordinated in line with existing process
flows for pre-flight management by the Group’s business units and third parties,
existing technologies are improved, personnel is selected, trained and provided with
advanced equipment and special machinery as well as other necessary procedures are
put in place. Key operational risks of the Group are insured.

IT risks

Risks of incurring losses from the use of
information technologies by the company.

To mitigate the implications and/or the likelihood of these risks being realized, relations
with IT vendors and developers have been established, channel redundancy and data
backup procedures are implemented, skilled personnel is recruited and trained, and the
causes of IT failures are investigated.

HR risks

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. HR risks may
be viewed as any action or omission by
personnel (human resources).

To mitigate the implications and/or the likelihood of these risks being realized,
an effective recruitment process has been put in place, training and professional
development courses for our employees are organized. Also staff pay levels are
monitored in order to remain in line with the market and a range of social benefits and
guarantees is offered to employees. To mitigate the implications and/or the likelihood
of corruption-related HR risks being realized, compliance with anti-corruption
procedures and their conformity to anti-corruption (corruption prevention) laws are
monitored and safe, confidential and easy-to-use whistle-blowing procedure to report
violations of the law or internal procedures have been put in place.

Legal risks

Risks of incurring losses from failure to
comply with laws; non-conformity of
internal local regulations to laws; delays
in bringing local regulations in compliance
with laws; default on agreements;
risks connected with inconsistency or
ambiguity of legislation or changes in laws
that may adversely affect financial and
business operations of Aeroflot Group.

To mitigate the implications and/or the likelihood of these risks being realized, a
system for informing the Group’s business units on legislative changes has been put in
place and contracts are analyzed for conformity to relevant legislative requirements.

Operational risks (core business)

Financial risks
Currency and commodity price risk

Corporate Social Responsibility

Business risks

RISK MANAGEMENT STRUCTURE
Risk identification

Business Overview

Operational risks of support activities and
other risks
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Risk

Description (rationale)

Measures

Procedural risks

Risks of incurring losses from errors in
internal processes of Aeroflot Group.

To mitigate the implications and/or the likelihood of these risks being realized, the
business processes are analyzed and improved, compliance with the regulatory
requirements is monitored, and personnel is provided with training.

Risks of quality of 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
and components and materials to support
its core business.

To mitigate the implications and/or the likelihood of these risks being realized, quality
of supplies and suppliers’ operations is monitored and analyzed, and procurement and
supplier selection procedures are improved.

Economic security risks

Risks of losses related to changes in
the corporate internal and external
environment that may lead to the relevant
item losing its economic value.

To mitigate the implications and/or the likelihood of these risks being realized, an
effective system to monitor, identify, localize and prevent threats and vulnerabilities
has been put in place, and steps to monitor employee compliance with economic and
information security requirements, and to identify and prevent offences on an ongoing
basis are taken.

Legal risks of corporate executive bodies

Risks of losses related to potential civil or
administrative prosecution of individuals
that act as sole executive bodies or are
members of collective executive bodies
for action or omission committed by them
when managing the company.

Aeroflot Group has launched a number of insurance programmes covering a
broad range of operational risks of support operations, including motor insurance,
comprehensive civil liability insurance, hazardous industrial facilities insurance, liability
insurance for temporary storage owners, liability insurance for the Board of Directors
and the Management Board, and property insurance.

Risks of impact by external
(uncontrollable) factors

Risks of losses that have external (beyond
control of the company) causes and are
inherent to any type of activities (natural
risks (natural hazards), risks of man-made
disasters, etc.).

To mitigate the implications and/or the likelihood of these risks being realized, the
necessary response measures, including flight suspension, route changes, extra
measures to increase flight safety and to ensure aviation security, and to enhance
sanitary and epidemiological control are taken.

Investment (project) risks

Risks of incurring potential unexpected
losses from investment uncertainties.

To mitigate the implications and/or the likelihood of these risks being realized, the
due diligence procedure has been set up, the progress of project implementation is
monitored, the results are assessed and budget performance is monitored, etc.

Occupational safety risks

Risks of incurring losses from factors
related to the Group’s financial and
business operations which may damage
the health and life of employees at
workplaces.

To mitigate the implications and/or the likelihood of these risks being realized, working
conditions are improved and environmental management guidelines have been drafted
in line with the requirements of ISO 14000 and approved. The fleet is upgraded by
adding last generation aircraft that offer enhanced fuel efficiency and lower harmful
emissions and comply with the requirements of Directive 2008/101/EC O, also other
measures are taken.

Other operational risks

Other operational risks.

To mitigate the implications and/or the likelihood of these risks being realized, the
operation of systems is monitored, measures to enhance efficiency and performance
control are taken, relations with aviation authorities are maintained, and reporting system
is improved.
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IMPACT OF KEY FINANCIAL RISKS REALISED IN 2015
Financial risks are related to the likelihood
that actual performance would differ from
targets as a result of various financial and
economic (primarily external) factors affecting
the Group. Key financial risks of the Group
include all types of the market risk (currency,
price, interest rate risks).
Market risk factors that influence operations
of Aeroflot Group comprise: currency exchange
rates (EUR/RUB, USD/RUB, EUR/USD), fuel prices,
and interest rates (mainly LIBOR).
The market risk management system primarily
aims to reduce the Group’s exposure to
external risk factors.

In 2015, these risk factors had a major
impact on the Group’s performance due to
considerable changes in exchange rates, fuel
prices, and highly volatile foreign exchange
and commodity markets. In 2015 (as at
31 December 2015 y-o-y),
• rouble depreciated against both US dollar
(by 19.4%) and Euro (by 7.3%). Moreover,
the reporting year saw the Euro weaken
against the US dollar (by 11.4%) putting
Aeroflot Group at a disadvantage as growth
rates of USD-denominated costs outpace
EUR-denominated revenue growth rates;
• Brent oil price fell 35%. However, price per
fuelling in rouble terms was affected by
rouble devaluation.

EUR/RUB, USD/RUB and EUR/USD dynamics in 2015
Source: Bloomberg
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rouble deprecia
tion against
the US dollar

INTEREST RATE RISK

Aeroflot Group is exposed to currency risk as a
considerable amount of income and expenses
of the Company are affected by fluctuations of
EUR/RUB and USD/RUB rates:
• the Company receives revenue from ticket
sales. Tickets for most international flights
are priced in euros;
• costs of fuel, lease payments and
maintenance (key FX costs) are denominated
in USD and EUR.

Interest risk arises from changes in interest
rates in the money market, which affects the
borrowing costs of the Group. Costs under
lease agreements of Aeroflot Group are linked
to market interest rates: USD LIBOR (6M and
3M). In 2015, LIBOR 6M rates grew from 0.3628
to 0.84615, and LIBOR 3M, from 0.2556 to

The risks have been realised. The positive
FX effect on Aeroflot Group’s revenue was
RUB 66.3 billion. The negative FX effect on
operating expenses was RUB 66.8 billion.
In 2015, fuel costs grew 8.2%. The positive
effect of the declining oil prices (the
decline in oil costs net of the FX effect was
RUB 16.4 billion) and the positive effect of FXdenominated prices were offset by the rouble
depreciation, and other factors that influenced
the growth of the Group’s operations.
The hedging policy was revised to reflect
the current market situation. No risks for
2016 were hedged as at 31 January 2015. Risk
hedging in 2016 may be resumed after the new
hedging policy (still under development as at
31 December 2015) is approved. The new policy
will reflect the company’s adjusted risk profile
in terms of the breakdown of FX proceedings
and links between oil prices and the rouble
exchange rate.

Effect of changes in FX rates and other macroeconomic factors on EBITDA of Aeroflot Group, RUB million

FX effect
∑=RUB (–538) million

66,309 –66,847

Effect on costs
∑=RUB 5.309 million
Effect on revenue
∑=RUB 29,093 million

21,666

703

16,360 –2,821 –5,144

6,724

24,840
FX effect
on revenue
EBITDA Volume Other
12M 2014 factor factors

Price
factor

FX effect Fuel
on costs costs*

–7,404

–2,311 –1,023
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7,652 58,703 2,031 60,734

Passenger
services
and aircraft
Maintenance
Other
One-off
servicing
and repair*
costs
effects**
costs*
Staff
Operating
AdministraEBITDA
Adjusted
costs*
lease costs*
tive and
12M 2015
EBITDA
marketing
12M 2015
costs*

* Net of FX effect.
** Including early return of aircraft of Rossiya airline; written-off fixed assets of Vladivostok Air; written-off
accounts receivable of Transaero, and income from VAT refund (code sharing).
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CURRENCY AND PRICE RISKS

Our currency risk management primarily
focuses on reducing the Group’s exposure to
currency risk factors. As a result, Aeroflot Group
pursues a policy of balancing proceeds and
liabilities in each currency and also uses
currency hedges. On top of that, Aeroflot Group
is exposed to currency risks from revaluation
of assets and liabilities in USD and EUR. The
Company does not hedge this risk as it does
not affect its actual cash flows. Aeroflot Group’s
price risk arises from the fuel purchase
contracts as the contractual pricing formula is
linked to global oil prices. In 2015, the Group’s
fuel expenses came at 25.4% of total operating
expenses. The Group uses hedging instruments
to manage price risks.

19.4%
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0.6127 (as at 31 December 2014 and 31 December 2015, respectively).
Interest risk can be mitigated by interest rate
swaps. We have no interest risk hedges currently in place.

35.0%

fall in the price
of Brent crude oil

RISK MANAGEMENT SYSTEM DEVELOPMENT
In 2015, PJSC Aeroflot took the following steps
to develop comprehensive risk management:
• At its meeting of 26 November 2015 (Minutes
No. 7), the Board of Directors approved, and
the CEO of PJSC Aeroflot, by Order No. 438 of
29 December 2015, adopted the Regulations
on Aeroflot Group’s Risk Management System
(the “Regulations”) compliant with the Guidelines on Drafting the Regulations on the Risk
Management System of the Russian Ministry
of Economic Development, Internal Control –
Integrated Framework and Enterprise Risk
Management – Integrated Framework of the
Committee of Sponsoring Organisations of
the Treadway Commission (COSO), ISO 31000
Risk Management – Principles and Guidelines,
ISO 31010 Risk Management – Risk Assessment Techniques, and the requirements of
relevant provisions of the Corporate Governance Code approved by the Board of Directors
of PJSC Aeroflot and setting out the general
principles of, and approaches to, the structure
and operation of the risk management system.
The Regulations lay down the fundamentals
of a unified risk assessment and management methodology (goals, tasks, principles of
organisation and operation of the corporate
risk management system, and approaches
to the distribution of rights, obligations and
responsibilities of participants of the risk

management system at PJSC Aeroflot and its
subsidiaries);
• The resolution of the Board of Directors of
26 November 2015 (Minutes No. 7) sets up a
standalone risk management unit (office) to:
−− generally coordinate risk management
processes;
−− develop guidelines to govern risk management processes;
−− arrange personnel training in risk management and internal control;
−− review the risk portfolio and develop proposals on response strategy and reallocation of resources to manage respective
risks;
−− prepare consolidated risks reports;
−− perform day-to-day monitoring of the risk
management process in the Company’s
business units and in its controlled entities,
as prescribed;
−− prepare information and inform the Board
of Directors and the executive bodies as to
efficiency of the risk management process
and on other matters contemplated by the
risk management in Aeroflot Group.
• Comprehensive efforts to ensure that PJSC Aeroflot’s business units identified and assessed
risks (including their own risks) have been
carried out.

PL ANS FOR 2016
Aeroflot Group is committed to building a
unified risk management framework across all
airlines of the Group based on the approaches
adopted by PJSC Aeroflot.
Risk management development plans for 2016
include improvements to the corporate risk
management system both for individual and
unit risks, as well as across Aeroflot Group in
general.

2016 plans are as follows:
• Design and adopt elements of the unified risk
management framework (methods to assess
risk appetite, corporate risk and risk management system performance; a system of key risk
indicators; and a risk management standard);
• Run an in-depth study of risks identified by business units, including risk identification, assessment
and monitoring approaches, methods and procedures, and steps taken to reduce the risk level, and
• Prepare a risk map and a risk register.
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SECURITIES
PJSC Aeroflot’s charter capital as at
31 December 2015 was RUB 1,110,616,299,
consisting of 1,110,616,299 ordinary registered
uncertificated shares with a par value of RUB 1
each. The Company did not issue preferred
shares.

free-float
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SHARES AND LISTING

SHARE CAPITAL
40.9%

Strategic Report

In addition to outstanding shares, the Compa
ny has the right to issue a further 250 million
ordinary registered shares (authorised shares).
No additional shares were issued in 2015.

State registration numbers of PJSC Aeroflot
ordinary share issues are 73-1 p-5142 (dated
22 June 1995) and 1-02-00010-A (dated
1 February 1999). The issues were merged
by Decree No. 04-168/r of the Federal Securities
Commission dated 23 January 2004, following
which the issues of PJSC Aeroflot ordinary
shares were assigned state registration
number 1-01-00010-A, dated 23 January 2004.

The total number of PJSC Aeroflot’s
shareholders as at 31 December 2015 was
10,534 compared to 10,563 as at 31 December
2014, comprising mostly of individuals.

PJSC Aeroflot shares, bonds and depositary
receipts are traded on the stock market. The
Company’s ordinary shares are traded on the
Russian market, and global depositary receipts
(GDRs) and American depositary receipts (ADRs)
are traded on foreign markets.

2015 they were included in the Level 1
Quotation List (AFLT ticker). Securities
transactions are subject to the T+ trading
mode. PJSC Aeroflot shares are included in the
main Russian stock indexes: MICEX, MICEX
BMI (broad market), MICEX TRN (transport
companies), and RTSI.

Shares of PJSC Aeroflot are traded on the
Moscow Exchange, where as at 31 December

76.4%

PJSC Aeroflot’s
market
capitalisation
growth in 2015

Aeroflot share price performance vs MICEX Index, 2015
PJSC Aeroflot’s register of shareholders is kept
by JSC Independent Registrar Company (License
No. 045-13954-000001).

Sources: Moscow Exchange, Bloomberg

100%

76.4%

75%
The register holder’s details are provided in the Contacts section
at the end of the Annual Report.

50%

26.1%

25%

Information on the key shareholders of PJSC Aeroflot
Holder

Status*

Legal entities, including

0%

As at 31 December 2014

As at 31 December 2015

Number of shares Stake in share capital,
%

Number of shares Stake in share capital,
%

Change of stake in
share capital, p.p.
Aeroﬂot

1,040,441,638

93.68

1,041,161,081

93.75

+0.07

Russian Federation (represented by
the Federal Agency for State Property
Management)

O

568,335,339

51.17

568,335,339

51.17

–

CJSC National Settlement Depository

N

385,852,633

34.74

386,568,564

34.81

+0.07

LLC Aeroflot-Finance

O

49,918,611

4.49

49,918,611

4.49

–

Rostec Corporation

O

16,720,724

1.51

–

0.00

–1.51

LLC RT-Business Development

O

–

–

16,720,724

1.51

+1.51

LLC Aviacapital-Service

O

19,488,599

1.75

19,488,599

1.75

–

O

70,174,661

6.32

69,455,218

6.25

–0.07

Individuals
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MICEX

Aeroflot share price performance vs Bloomberg Airlines Index, 2015
Sources: Moscow Exchange, Bloomberg
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76.4%
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* O means “owner”, N means “nominee”.
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Aeroflot share price and trading volumes, 2015

40.9%
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Sources: Moscow Exchange, Bloomberg

450.00
393.75
337.50
281.25
225.00
168.75
112.50

34.8%

Russian Federation
Rostec
Management
Quasi-treasury shares
Institutional investors
Individuals

600

70

500

60
50

400

40

300

30

200
4.5%

3.3%
0.1%

20

100

10
0

0
jan.

feb.

Trading volume, RUB million

mar.

apr.

may.

jun.

jul.

aug.

sep.

oct.

nov.

dec.

Aeroﬂot, RUB

Note: Free-float represents shares not owned by the state or stated-owned companies, the Company, the Group’s subsidiaries or the Company management.
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Average daily trading volumes of Aeroflot shares on the Moscow
Exchange

83

129

69

208

83.8

81.5

Outside Russia, PJSC Aeroflot shares are traded
as global depositary receipts (GDRs) at the
over-the-counter section of the Frankfurt Stock
Exchange and as American depositary receipts
(ADRs) on the US over-the-counter market.
One GDR/ADR represents 5 ordinary shares.
Deutsche Bank Trust Company Americas acts
as the depository bank, and LLC Deutsche Bank

83.2

56.1

50.9
5,080

1,363

1,508

2011

2012

4,911

50.5

2014

2011

2015

2012

2013

Share price decreased

Average daily traded volume, thousand shares
Average daily traded volume, RUB million
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is the custodian. A total of 14,025,080 shares
were converted into GDRs as of 31 December
2015, representing 1.26% of the charter capital.
As at 31 December 2015, the price of one
depositary receipt stood at EUR 3.42, up 27.1%
during the year.

27.1%

growth in the price
of PJSC Aeroflot’s
depositary receipts
in 2015

46.2

44.9

32.2

33.2

2014

2015

2,211

2013

Business Overview

GDR AND ADR PROGRAMMES

Maximum and minimum market price per
Aeroflot share, RUB

Sources: Moscow Exchange, Bloomberg
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PJSC Aeroflot GDR programme

Share price increased

Programme type

Sponsored Level-1 GDRs under Regulation S and Rule 144A

Ratio (shares: GDR)

5:1

Ticker

AETG

ISIN

US69343R1014, US69343R2004

Price per Aeroflot share
2011

2012

2013

2014

2015

First trading day, RUB

81.5

50.9

46.2

83.2

33.2

Programme type

Sponsored Level-1 ADRs

Maximum, RUB

81.8

55.5

85.1

88.0

61.0

Ratio (shares: GDR)

5:1

Minimum, RUB

44.0

38.8

46.2

29.9

32.5

Ticker

AERZY

Last trading day, RUB

50.5

44.9

83.8

32.2

56.1

ISIN

US69343R3093

As at 31 December 2015, Company’s
capitalisation amounted to RUB 62.3 billion,
up 76.4% y-o-y.

RUB 208
Since the beginning of the year, performance
million Рекомендации
of PJSC Aeroflot shares correlated directly
аналитиков
average daily
trading volumes
on the Moscow
Exchange in 2015

with the Russian share market fluctuations. In
October, the initial negative market reaction
8%
to
the Company’s involvement in Transaero
bailout gave way to the
upward trend after
15%
62%

the acquisition was cancelled. The improved
performance of the Company shares was
supported by its strong financial results.
Since mid-2015, peer shares were trending
downwards due to depreciation of national
currencies in emerging markets and weaker
financial performance of a number of airlines.
Unlike emerging markets, developed markets’
airlines showed stronger performance driving
up the share prices.

62%
46%
62%

31 December
2014
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23%

40%
31.12.2014

Buy

Hold
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PJSC Aeroflot BO-03 bonds are traded on
Moscow Exchange, where they are included
in the Level 2 Quotation List, as well as in
the Bank of Russia’s Lombard List (a list of
securities that are acceptable as collateral for
direct repo transactions).

Coupons on PJSC Aeroflot’s bonds in the
reporting year were paid in full and in due
time:
• 2 April 2015: BO-03 bond payments of
RUB 206,950,000.00 for the fourth coupon
period;
• 1 October 2015: BO-03 bond payments of
RUB 206,950,000.00 for the fifth coupon
period.

RUB 62.3
billion

PJSC Aeroflot’s
market capitali
sation as at
31 December 2015

Bonds of PJSC Aeroflot

Recommendations

31 December
2015

CORPORATE BONDS

23%

Analyst recommendations
Date

PJSC Aeroflot Level-1 ADR programme

53%

15%

7%
31.12.2015

Bloomberg consensus
forecast, RUB

Target price range, RUB

Number of analysts

66.9

26.4–81.0

13

54.4

36.5–76.0

15

Type
Exchange-traded bonds

Full name

Number of bonds
issued

Nominal value, RUB

Coupon, %

Redemption date

Fitch credit rating

PJSC Aeroflot
BO-03

5,000,000

1,000

8.30

31 March 2016

B+

Sell
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CREDIT RATINGS
The RWN reflected the negative trends in the
Russian economy and the impact of rouble
devaluation on the transportation industry
in general and PJSC Aeroflot debt ratio in
particular. In March 2016, the credit ratings
assigned to PJSC Aeroflot in September 2015
were affirmed, with Outlook changed to Stable.

DIVIDEND POLICY
Dividend Policy is a key element of the
corporate governance framework and a key
measure of a company’s performance in
upholding the rights of its investors.

credit rating
assigned to PJSC
Aeroflot by Fitch
Ratings

PJSC Aeroflot has in place the Regulations
on the Dividend Policy, dated 30 July 2014,
which seek to maximise the transparency of
procedures used to determine the amount of
dividends and pay them out to the benefit of
shareholders and investors. The Regulations
determine the approach used by the Board of
Directors to make recommendations for the
General Meeting of Shareholders on profit
distribution, including dividend payout.

The key principles of PJSC Aeroflot’s dividend
policy are as follows:
• Aeroflot Group’s consolidated net profit
under the International Financial Reporting
Standards (IFRS) forms the base for
calculating dividends.
• The amount of dividend is calculated using
a tailored system of ratio indicators which
factors in the results of the reporting year,
Aeroflot Group’s debt ratio and mid-term
financial plan.
• The target level of dividend pay-outs is set at
25% of Aeroflot Group’s IFRS net profit.
The Annual General Meeting of Shareholders
held on 22 June 2015 resolved not to declare
or pay out dividends on PJSC Aeroflot shares for
the fiscal year 2014.

2010

2011

2012

2013

2014

1.09

1.81

1.16

2.50

-

Total dividends, RUB thousand

1,205,130

2,000,018

1,292,313

2,774,195

-

Total amount actually paid, RUB thousand

1,204,915

1,999,927

1,292,149

2,773,621

-

Dividend payout ratio, %

10.0

19.2

26.0

25.0

-

Accounting standards used to calculate the
net profit

RAS

RAS

RAS

RAS

IFRS

In cash

In cash

In cash

In cash

-

Form and other terms of payment for
declared dividends
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The Company is particularly focused on
relations with both existing and prospective
investors. In its interactions with investors,
PJSC Aeroflot is committed to providing
objective, reliable and consistent information
about its activities and complies with current
disclosure standards, seeking to increase
information transparency as much as
practically possible.
The Company maintains a continued dialogue
with shareholders and investors to ensure that
securities market participants get complete
information about its activities. The Company
timely discloses material information on its
operations as press releases and material facts
via authorised disclosure platforms in full

Investor meetings number by quater, 2015
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compliance with Russian laws. The Company
regularly discloses information in its IFRS and
RAS financial statements, and in its investor
presentations.
PJSC Aeroflot targets investors via the
following channels:
• Conference calls with the Company’s
management for investors.
• Regular meetings with investors and
shareholders.
• Participation in all major conferences hosted
by brokerage houses.
• Site visits to the Company’s facilities.

Investor meetings breakdown by fund geography
4.5%
5.6%

80

20.2%

63
27.0%

31

Q1

27

Q2

Q3

Q4

In 2015, the Company’s investor relations were
recognised by a number of awards.

PJSC Aeroflot’s dividend history
Dividend per share, RUB

Business Overview

INVESTOR REL ATIONS

In September 2015, Fitch Ratings international
agency assigned PJSC Aeroflot credit ratings as
follows:
• Long-term foreign currency Issuer Default
Rating (IDR) at B+; placed on Rating Watch
Negative (RWN);
• Long-term local currency Issuer Default
Rating (IDR) at B+; placed on Rating Watch
Negative (RWN);
• National Long-term rating was confirmed at
‘A-(rus)’; on Rating Watch Negative (RWN).

В+

Strategic Report

For Investor relations activities:
• Aeroflot’s IR case won the 8th International IR
Case Competition organised by the Russian
Financial Communications & Investor
Relations Alliance.
• Aeroflot’s IR team received the IR Magazine
Russia & CIS Award and was named the best
in the Russian transport sector.

UK
Europe
USA
Russia
Asia
Others

21.3%
21.3%

For Annual report:
• Absolute winner of the 8th Annual Open
Annual Report Competition held by the
Administration of the Krasnodar Territory.
• Best Annual Report of the Company with
the Market Capitalisation of RUB 30 to
200 billion, according to 17th Annual Report
Awards sponsored by Moscow Exchange and
RCB Group.
• Platinum Winner of the Spotlight Award 2015
(in the Print: Annual Report category) held
by League of American Communications
Professionals (LACP); ranked fourth in the
Top 100 Communications Materials of 2014
globally.
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IFRS CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2015
STATEMENT OF MANAGEMENT’S RESPONSIBILITIES
FOR THE PREPARATION AND APPROVAL
OF THE CONSOLIDATED FINANCIAL STATEMENTS
AS AT AND FOR THE YEAR ENDED 31 DECEMBER 2015
The following statement, which should be read in conjunction with the independent auditor’s responsibilities stated in the
independent auditor’s report set out below, is made with a view to distinguishing the respective responsibilities of management
and those of the independent auditor 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 2015, 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:
• selecting suitable accounting principles and applying them consistently;
• making judgements and estimates that are reasonable;
• stating whether IFRS have been complied with, subject to any material departures being disclosed and explained in the
notes to consolidated financial statements; and
• preparing the consolidated financial statements on a going concern basis, unless it is inappropriate to presume that the
Group will continue in business for the foreseeable future.
Management is also responsible for:
• designing, implementing and maintaining an effective system of internal controls, throughout the Group;
• maintaining proper accounting records that disclose, with reasonable accuracy at any time, information about 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 comply with IFRS;
• maintaining statutory accounting records in compliance with local legislation and accounting standards in the respective
jurisdictions in which the Group operates;
• taking such steps as are reasonably available to them to safeguard the assets of the Group; and
• preventing and detecting fraud and other irregularities.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders and Board of Directors of PJSC Aeroflot
We have audited the accompanying consolidated financial statements of PJSC Aeroflot and its subsidiaries (the “Group”), which
comprise the consolidated statement of financial position as at 31 December 2015 and the consolidated statements of profit
or loss, comprehensive income, changes in equity and cash flows for 2015, and notes comprising a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on the fair presentation of these consolidated financial statements based on our
audit. We conducted our audit in accordance with Russian Federal Auditing Standards and International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to express an opinion on the fair presentation
of these consolidated financial statements.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Group
as at 31 December 2015, and its financial performance and its cash flows for 2015 in accordance with International Financial
Reporting Standards.

29 February 2016
Moscow, Russian Federation
A.N. Korablev, Senior Manager (licence no. 01-000389),
AO PricewaterhouseCoopers Audit

The consolidated financial statements of the Group for the year ended 31 December 2015 (set out on pages 170-229) were
approved on 29 February 2016 and signed on behalf of management by:

V.G. Saveliev

Sh.R. Kurmashov

General Director

Deputy General Director for Finance and Network
and Revenue Management
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Audited entity: PJSC Aeroflot

Independent auditor: AO PricewaterhouseCoopers Audit

State registration certificate № 032.175, issued by the Moscow Registration Chamber
on 21 June 1994

State registration certificate № 008.890, issued by the Moscow Registration Chamber
on 28 February 1992

Certificate of inclusion in the Unified State Register of Legal Entities issued on 2
August 2002 under registration № 1027700092661

Certificate of inclusion in the Unified State Register of Legal Entities issued on 22
August 2002 under registration № 1027700148431

Address of audited entity: 10 Arbat street, 119002, Russian Federaion

Certificate of membership in self regulated organisation non-profit partnership
“Audit Chamber of Russia” № 870. ORNZ 10201003683 in the register of auditors and
audit organizations

169

Aeroflot Group Profile

Strategic Report

Business Overview

Corporate Social Responsibility

Financial review

Corporate Governance

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2015

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR
THE YEAR ENDED 31 DECEMBER 2015

(All amounts in millions of Russian Roubles, unless otherwise stated)

(All amounts in millions of Russian Roubles, unless otherwise stated)

Note

2015

2014

Traffic revenue

5

359,205

277,354

Other revenue

6

55,968

42,417

415,173

319,771

(304,214)

(239,327)

Revenue

Note
Loss for the year

Appendixes

2015

2014

(6,494)

(17,146)

-

33

Other comprehensive (loss)/profit:

Items that may be reclassified subsequently to profit or loss:
Operating costs, excluding staff costs and depreciation and amortisation

7

Translation from the functional currency to the presentation currency

8

(55,619)

(52,148)

Gain/(loss) from the change in fair value of hedging derivative financial instruments

19, 21

(13,306)

(12,136)

Effect from hedging revenue with foreign currency liabilities

9

2,073

(4,892)

Deferred tax related to the loss on cash flow hedging instruments

Operating costs

(371,066)

(308,503)

Operating profit

44,107

11,268

Staff costs
Depreciation and amortisation
Other operating income and (expenses), net

Finance income

10

15,811

2,471

Finance costs

10

(37,715)

(28,399)

Hedging result

10

(23,746)

(1,723)

(17)

31

(1,560)

(16,352)

Share of results of associates
Loss before income tax
Income tax

11

Loss for the year

(4,934)

(794)

(6,494)

(17,146)

(5,829)

(15,471)

23

11

12,810

(16,793)

(32,911)

(43,596)

4,038

12,115

Other comprehensive loss for the year

(16,063)

(48,241)

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

(22,557)

(65,387)

(21,892)

(63,712)

Total comprehensive loss attributable to:
Shareholders of the Company
Non-controlling interest
TOTAL COMPREHENSIVE LOSS FOR THE YEAR

(665)

(1,675)

(22,557)

(65,387)

Loss for the year attributable to:
Shareholders of the Company
Non-controlling interest

(665)

(1,675)

(6,494)

(17,146)

Loss per share - basic (in Roubles per share)

(5.5)

(14.6)

Loss per share - diluted (in Roubles per share)

(5.5)

(14.6)

Weighted average number of shares outstanding (millions)

1,056.9

1,056.9

Weighted average number of diluted shares outstanding (millions)

1,056.9

1,056.9

LOSS FOR THE YEAR

Approved on 29 February 2016 and signed on behalf of management

V. G. Saveliev

Sh. R. Kurmashov

General Director

Deputy General Director for Finance
and Network and Revenue Management

The consolidated statement of profit or loss should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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The consolidated statement of comprehensive income should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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31 December 2014

LIABILITIES AND EQUITY
Current liabilities

(All amounts in millions of Russian Roubles, unless otherwise stated)

Derivative financial instruments

23

4,853

26,312

Accounts payable and accrued liabilities

24

54,751

48,952

28,691

22,469

1,307

799

Unearned traffic revenue
Deferred revenue related to frequent flyer programme

25

ASSETS

Provisions for liabilities

26

7,519

2,349

Current assets

Finance lease liabilities

27

19,504

16,912

Short-term borrowings and current portion of long-term loans and borrowings

28

54,085

17,343

Liabilities related to assets held for sale

20

Note

31 December 2015

31 December 2014

Cash and cash equivalents

12

30,693

26,547

Short-term financial investments

16

5,917

961

Accounts receivable and prepayments

14

Current income tax prepayment
Aircraft lease security deposits

13

76,317

56,769

Total current liabilities

2,489

668

Non-current liabilities

2,658

321

Expendable spare parts and inventories

15

7,447

6,516

Derivative financial instruments

23

53

431

Assets classified as held for sale

20

7,732

-

133,306

92,213

7,371

-

178,081

135,136

Long-term loans and borrowings

28

14,375

6,860

Finance lease liabilities

27

145,020

132,366

Provisions

26

6,917

4,845

11

170

133
2,560

Deferred tax liabilities
Deferred revenue related to frequent flyer programme

25

2,941

Non-current assets

Derivative financial instruments

23

-

4,839

Deferred tax assets

Other non-current liabilities

29

3,810

4,484

Total non-current liabilities

173,233

156,087

351,314

291,223

Total current assets

11

Investments in associates

21,632

18,540

109

140

Long-term financial investments

16

6,118

6,115

TOTAL LIABILITIES

Aircraft lease security deposits

13

2,132

2,110

Equity

Other non-current assets

17

2,762

3,759

Share capital

Prepayments for aircraft

18

35,291

29,241

Property, plant and equipment

19

104,494

116,044

Accumulated profit on disposal of treasury shares

Intangible assets

21

2,690

2,762

Investment revaluation reserve

Goodwill

22

6,660

6,660

Hedging reserve

Derivative financial instruments

23

-

134

31

Treasury shares reserve

Retained earnings

23, 27

1,359

1,359

(3,571)

(3,571)

1,659

1,659

(5)

(5)

(64,720)

(48,657)

39,755

45,584

(25,523)

(3,631)

Total non-current assets

181,888

185,505

Equity attributable to shareholders of the Company

TOTAL ASSETS

315,194

277,718

Non-controlling interest

(10,597)

(9,874)

TOTAL EQUITY

(36,120)

(13,505)

315,194

277,718

TOTAL LIABILITIES AND EQUITY

The consolidated statement of financial position should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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The consolidated statement of financial position should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2015
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Restricted cash
Income taxes paid

(All amounts in millions of Russian Roubles, unless otherwise stated)

Income tax refunded
Net cash flows from operating activities

Note

2015

2014

Deposits return

Loss before income tax

Proceeds from sale of investments

(16,352)

Adjustments for:
Depreciation and amortisation

19, 21

13,306

12,136

Charge of impairment provision for doubtful accounts receivable

9

6,106

3,103

Loss on doubtful accounts write-off

9

589

33

Change in impairment provision for obsolete expendable spare parts and inventory
Charge of provision for impairment of property, plant and equipment

276
19

Loss/(gain) on disposal of property, plant and equipment
Gain on accounts payable write-off

9

Share of financial results of associates

242

400

34

272

(1,907)

Corporate Governance

Appendixes

Note

2015

2014

12

18

(82)

(6,041)

(6,863)

180

40

69,664

35,977

6,375

1,869

Cash flows from investing activities:

Cash flows from operating activities:
(1,560)

Financial review

30

-

Deposits placement

(11,741)

(2,486)

Purchases of investments and issue of loans

(8,652)

(66)

603

126

(9,196)

(6,160)

Proceeds from sale of property, plant and equipment
Purchases of property, plant and equipment and intangible assets
Dividends received
Prepayments for aircraft
Return of prepayments for aircraft
Payment of operating lease security deposits

(164)

(384)

17

(31)

Return of operating lease security deposits
Net cash flows used in investing activities

74

70

(22,708)

(21,361)

7,828

9,620

(1,995)

(304)

612

200

(38,770)

(18,492)

18,398

Loss/(gain) on sale and impairment of investments and loans issued

10

9,159

(1)

(Gain)/loss from change in the fair value of derivative financial instruments

10

(11,885)

9,869

Hedging result

10

23,746

1,723

Cash flows from financing activities:

Change in provisions for liabilities

26

4,264

1,271

Proceeds from loans and borrowings

73,331

Interest expense

10

7,737

4,934

Repayment of loans and borrowings

(36,267)

(9,870)

Repayment of the principal element of finance lease liabilities

(19,455)

(15,629)

(5,914)

(3,409)

Foreign exchange loss

10

849

14,795

Write-off of VAT recoverable

9

90

-

Gain on recovery of VAT

9

(8,021)

(285)

Change in other provisions and other assets impairments
Other operating (income)/expenses, net
Other finance income, net
Loss on derivative financial instruments, net
Dividend income
Total operating cash flows before working capital changes

10

(17)

(46)

(573)

165

(36)

(449)

19,803

2,813

(89)

(60)

64,269

31,603

Interest paid
Proceeds from disposal of treasury shares

-

2

Proceeds from sale of treasury shares to non-controlling shareholders

-

119

Dividends paid

(88)

(2,833)

Payments on settlement of derivative financial instruments, net

(39,682)

(1,451)

Net cash used in financing activities

(28,075)

(14,673)

1,327

5,075

Effect of exchange rate fluctuations on cash and cash equivalents
Net increase in cash and cash equivalents

Change in accounts receivable and prepayments

(2,251)

4,658

Change in expendable spare parts and inventories

(1,216)

(1,831)

Change in accounts payable and accrued liabilities

14,705

8,452

Total operating cash flows after working capital changes

75,507

42,882

The consolidated statement of cash flows should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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4,146

7,887

Cash and cash equivalents at the beginning of the year

26,547

18,660

Cash and cash equivalents at the end of the year

30,693

26,547

1,781

34,472

Non-cash transactions as part of the investing activities:
Property, plant and equipment acquired under finance leases

The consolidated statement of cash flows should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2015
(All amounts in millions of Russian Roubles, unless otherwise stated)

Equity attributable to shareholders of the Company
Note

1 January 2014

Share capital

Accumulated result on
disposal of treasury shares
less treasury shares
reserve

Investment revaluation
reserve

Accumulated currency
translation reserve

Hedging reserve

Total

Non-controlling interest

Total equity

Retained earnings

1,359

(1,914)

(10)

(28)

(383)

61,122

60,146

(5,666)

54,480

Loss for the year

-

-

-

-

-

(15,471)

(15,471)

(1,675)

(17,146)

Translation from the functional currency to the presentation currency

-

-

5

28

-

-

33

-

33

Loss from the change in fair value of derivative financial instruments net of related
deferred tax

-

-

-

-

(48,274)

-

(48,274)

-

(48,274)

Total other comprehensive loss

-

-

-

-

-

-

(48,241)

-

(48,241)

Total comprehensive loss

-

-

-

-

-

-

(63,712)

(1,675)

(65,387)

Disposal of treasury shares

-

2

-

-

-

-

2

-

2

Sale of shares to non-controlling shareholders

-

-

-

-

-

2,585

2,585

(2,283)

302

Dividends declared

-

-

-

-

-

(2,652)

(2,652)

(250)

(2,902)

31 December 2014

1,359

(1,912)

(5)

-

(48,657)

45,584

(3,631)

(9,874)

(13,505)

1 January 2015

1,359

(1,912)

(5)

-

(48,657)

45,584

(3,631)

(9,874)

(13,505)

(5,829)

(5,829)

(665)

Loss from the change in fair value of derivative financial instruments net of related
deferred tax

-

-

-

-

(16,063)

-

(16,063)

Total other comprehensive loss

-

-

-

-

-

-

(16,063)

-

(16,063)

Total comprehensive loss

-

-

-

-

-

-

(21,892)

(665)

(22,557)

Dividends declared

-

-

-

-

-

-

-

(58)

(58)

31 December 2015

1,359

(1,912)

(5)

-

(64,720)

39,755

(25,523)

(10,597)

(36,120)

Loss for the year

(6,494)
(16,063)

The consolidated statement of changes in equity should be read in conjunction with the notes set out
on pages 178 to 229 which are forming part of the consolidated financial statements
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On 16 September 2014 the Company registered legal entity LLC Low-cost Carrier, which was renamed to LLC Pobeda Airlines
on 9 December 2014.
On 7 December 2015 LLC Aeroflot-Finance registered a new subsidiary LLC A-Technics in order to operate technical maintenance
of the Group’s aircraft fleet.
The Group’s major associate is:

The principal activities of the Company are the provision of passenger and cargo air transportation services, both domestically
and internationally, and other aviation-related services from Moscow Sheremetyevo Airport. The Company and its subsidiaries
(the “Group”) also conduct activities comprising airline catering and hotel operations. Associated entities mainly comprise
aviation security services and other ancillary services.
As at 31 December 2015 and 2014, 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 10
Arbat Street, 119002, RF.
The principal subsidiaries are:
Company name

Registered address

Principal activity

31 December 2015

31 December 2014

JSC Donavia (“Donavia”)

Rostov-on-Don, RF

Airline

100.00%

100.00%

JSC Rossiya airlines
(“AK Rossiya”)

St. Petersburg, RF

Airline

75% minus one share

75% minus one share

OJSC Vladivostok
Avia(“Vladavia”)

Primorsk Region, RF

Airline

26.60%

26.60%

JSC Aurora Airlines
(“AK Aurora”)

Yuzhno-Sakhalinsk, RF

Airline

51.00%

51.00%

Principal activity

31 December 2015

31 December 2014

CJSC AeroMASH–AB
(“AeroMASH–AB”)

Moscow Region, RF

Aviation security

45.00%

45.00%

GROUP TOTAL

POBEDA

AK AURORA

ORENBURGAVIA

AK ROSSIYA

DONAVIA

The table below provides information on the Group’s aircraft fleet as at 31 December 2015 (number of items):

AEROFLOT

Beginning 1 July 2015 Open Joint Stock Company Aeroflot – Russian Airlines changed official title to Public Joint Stock
Company Aeroflot – Russian Airlines (PJSC Aeroflot) due to legislation changes.

Registered address

OWNERSHIP

Company Aeroflot – Russian Airlines (the “Company” or “Aeroflot”) was formed as an opened joint stock company following
the Russian Government decree 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 enterprises in the field of civil aviation. Following the Decree of
the Russian President No. 1009 dated 4 August 2004, the Company was included in the List of Strategic Entities and Strategic
Joint Stock Companies.

Company name

TYPE OF AIRCRAFT

1. NATURE OF THE BUSINESS

An-24

Owned

-

-

-

-

1

-

1

DHC 8-Q300

Owned

-

-

-

-

1

-

1

DHC 8-Q402

Owned

3

-

-

-

-

-

3

3

-

-

-

2

-

5

Total owned

Airbus A319

Finance lease

2

-

9

-

-

-

11

Airbus A320

Finance lease

1

-

-

-

-

-

1

Airbus A321

Finance lease

21

-

-

-

-

-

21

Airbus A330

Finance lease

8

-

-

-

-

-

8

Boeing B777

Finance lease

10

-

-

-

-

-

10

An-148

Finance lease

Total finance lease

-

-

6

-

-

-

6

42

-

15

-

-

-

57

SSJ100

Operating lease

24

-

-

-

-

-

24

Airbus A319

Operating lease

3

10

7

-

9

-

29

Airbus A320

Operating lease

62

-

7

-

-

-

69

Airbus A321

Operating lease

5

-

-

-

-

-

5

Airbus A330

Operating lease

14

-

-

-

-

-

14

JSC Orenburg airlines
(“Orenburgavia”)

Orenburg, RF

Airline

100.00%

100.00%

CJSC Aeroflot-Cargo

Moscow, RF

Cargo transportation services

100.00%

100.00%

Boeing B737

Operating lease

14

-

-

16

3

12

45

LLC Dobrolet (“Dobrolet”)

Moscow, RF

Airline

-

100.00%

Boeing B767

Operating lease

-

-

1

-

-

-

1

LLC Pobeda Airlines (“Pobeda”)

Moscow, RF

Airline

100.00%

100.00%

Boeing B777

Operating lease

3

-

-

3

-

-

6

LLC Aeroflot-Finance
(“Aeroflot-Finance”)

Moscow, RF

Finance services

100.00%

100.00%

DHC 8-Q300

Operating lease

-

-

-

-

3

-

3

CJSC Aeromar

Moscow Region, RF

Catering

51.00%

51.00%

DHC 8-Q200

Operating lease

-

-

-

-

2

-

2

CJSC Sherotel

Moscow Region, RF

Hotel

100.00%

100.00%

DHC 6-400

Operating lease

LLC A-Technics

Moscow, RF

Technical maintenance

100.00%

-

-

-

-

-

2

-

2

Total operating lease

125

10

15

19

19

12

200

Total fleet

170

10

30

19

21

12

262

As at 31 December 2015: 1 aircraft of type Boeing B737 and 1 aircraft of type Boeing B767 were not operating, 6 aircraft of type
An-148 were under redelivery maintenance, 3 aircraft of type DHC 8-Q402 were under pre-operating maintenance.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT A CCOUNTING POLICIES
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 23 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 recognised at fair value, financial assets available for sale and financial instruments measured at fair value
through profit or loss, as well as derivative financial instruments to which specific hedge accounting rules are applicable.
The principal accounting policies applied in the preparation of these consolidated financial statements are set out below.
These policies have been consistently applied to all the periods presented in these consolidated financial statements, unless
otherwise stated.
All significant subsidiaries directly or indirectly controlled by the Group are included in these consolidated financial
statements. A list of the Group’s principal subsidiaries is set out in Note 1.

Going concern

Strategic Report

Business Overview

Corporate Social Responsibility

Financial review

Corporate Governance

Appendixes

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 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 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.
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:
а) fair value, or

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 situation in the financial markets on the operations of the Group.

b) in proportion to the non-controlling share in the net assets of the acquiree.

Functional and presentation currency

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.

The functional currency of each of the Group’s consolidated entities is the currency of the primary economic environment in
which the entity operates. Since 1 January 2007, the functional currency of the Company and its subsidiaries is the Russian
Rouble (“RUB” or “rouble”). Since 1 January 2013 the presentation currency of the Group’s consolidated financial statements
is the Russian Rouble as well.

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.

Consolidation

Purchases of non-controlling interests

(i) has the powers to control significant operations which has a considerable impact on the investee’s income,

The Group applies the economic entity model to account for transactions with owners of non-controlling interest. Any
difference between the purchase 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.

(ii) runs the risks related to variable income from its involvement with investee or is entitled to such income, and

Investments in associates

(iii) is able to use its powers with regard to the investee in order to influence the amount of its income.

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:

Subsidiaries represent investees, including structured entities, which the Group controls, as the Group:

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.

(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 equity accounted investments,

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.

(ii) the Group’s share in other comprehensive income is recorded as a separate line item in other comprehensive income,

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.

(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.
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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.
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Disposals of subsidiaries or associates
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 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.

Goodwill
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 reversed. 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.
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.

Foreign currency translation
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 prevailing 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.
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. Effects of exchange
rate changes on non-monetary items measured at fair value in a foreign currency are recorded as part of the fair value gain
or loss.

Appendixes

The table below presents official US Dollar and Euro to rouble exchange rates used for the translation:
Official exchange rates
Roubles for 1 US Dollar

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.

Corporate Governance

Roubles for 1 Euro

Average rate for 2015

60.96

67.78

31 December 2015

72.88

79.70

Average rate for 2014

38.42

50.82

31 December 2014

56.26

68.34

At 29 February 2016 the official exchange rates of US Dollar and Euro to rouble were 75.09 roubles for 1 US Dollar and 82.97
roubles for 1 Euro, respectively.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for
goods and services provided in the normal course of business, net of sales related taxes.

Passenger revenue: Ticket sales are reported as traffic revenue when the transportation service has been provided. The value
of tickets sold and still valid but not used by the reporting date is reported in the Group’s consolidated statement of financial
position in a separate line item (unearned traffic revenue) within current liabilities. This item is reduced either when the
Group completes the transportation service or when the passenger requests a refund. Sales representing the value of tickets
that have been issued, but which will never be used, are recognised as traffic revenue at the reporting date based on an
analysis of historical patterns of actual income from unused tickets. Commissions, which are payable to the sales agents are
recognised as sales and marketing expenses within operating costs in the consolidated statement of profit or loss in the
period of ticket sale by agents.
Passenger revenue includes revenue from code-share agreements with certain other airlines as per which the Group and
other airlines sell seats for each other’s flights (“code-share agreements”). Revenue from the sale of code-share seats on
other airlines is recorded at the moment of the transportation service provision and is accounted for net in Group’s passenger
revenue in the consolidated statement of profit or loss. Revenue from the sale of code-share seats on Group’s flights by other
airlines are recorded at the moment of the transportation service provision and is fully accounted for in the Group’s traffic
revenue in the consolidated statement of profit or loss.

Cargo revenue: The Group’s cargo transport services are recognised as revenue when the air transportation is provided. The
value of cargo transport services sold but not yet provided is reported in the Group’s consolidated statement of financial
position in a separate line item (unearned traffic revenue) within current liabilities.
Catering: Revenue is recognised when meal packages are delivered to the aircraft, as this is the date when the risks and
rewards of ownership are transferred to customers.
Other revenue: Revenue from bilateral airline agreements is recognised when earned with reference to the terms of each
agreement. Hotel accommodation revenue is recognised when the services are provided. Revenues from sales of goods are
recognised at the point of transfer of risks and rewards of ownership of the goods, normally when the goods are shipped
to the customer. If the Group agrees to transport goods to a specified location, revenue is recognised when the goods are
passed to the customer at the destination point. Revenues from sale of services are recognised in the period in which the
services were rendered.

Segment information
The Group determines and presents operating segments based on the information that internally is 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 of all the segments are reported separately.
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Intangible assets

Property, plant and equipment
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 estimated residual value where applicable) over the remaining
useful lives of the assets.

(a) Fleet

(ii) Finance leased aircraft and engines: Where assets are financed through finance leases, under which substantially all
the risks and rewards of ownership are transferred to the Group, the assets are treated as if they had been purchased
outright.
(iii) Capitalised costs on regular maintenance works and repairs of aircraft operated under finance lease: Expenditure
incurred on modernisation and improvements projects that are significant in size (mainly aircraft modifications
involving installation of replacement parts) are capitalised. The carrying amount of those parts that are replaced
is derecognised from the Group’s consolidated statement of financial position and included in operating costs in
the Group’s consolidated statement of profit or loss. Capitalised costs of aircraft checks and major modernisation
and improvements projects are depreciated on a straight-line basis to the projected date of the next check or based
on estimates of their useful lives. Ordinary repair and maintenance costs of aircraft are expensed as incurred and
included in operating costs (aircraft maintenance) in the Group’s consolidated statement of profit or loss.
(iv) Depreciation of fleet: The Group depreciates fleet assets owned or held under finance leases on a straight-line basis
to the end of their estimated useful life or lease term, if it is shorter. The airframe, engines and interior of aircraft are
depreciated separately over their respective estimated useful lives.
The Group’s fleet assets have the following useful lives:
20-32 years
8-10 years
5 years
15-50 years
3-5 years
1-5 years

(v) Capitalised leasehold improvements: Capitalised costs that relate to the rented fleet are depreciated over the shorter
of: their useful lives and the lease term.
(b) Land, buildings and other plant and equipment
Property, plant and equipment is stated at the historical US Dollar cost recalculated at the exchange rate on 1 January
2007, the date of the change of the functional currency of the Company and its major subsidiaries from the US Dollar
to the Russian Rouble. 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
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(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.

Gain or loss on disposal of property, plant and equipment
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 within operating costs.

Finance lease

(i) Owned aircraft and engines: Owned fleet consists of foreign-made aircraft, engines are both Russian and foreignmade. The full list of aircraft is presented in Note 1.
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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.

The Group’s intangible assets other than goodwill have definite useful lives and primarily include capitalised computer
software with the useful life of 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 sell.

Airframes of aircraft
Engines
Interiors
Buildings
Facilities and transport vehicles
Other non-current assets

Strategic Report

Where the Group is a lessee in a lease which transferred substantially all the risks and rewards incidental to ownership to the
Group, the assets leased are capitalised in property, plant and equipment at the commencement of the lease at the lower of:
the fair value of the leased assets and the present value of the minimum lease payments.
Each lease payment is allocated between the outstanding liability and finance charges so as to achieve a constant rate on the
finance balance outstanding. Corresponding lease liabilities net of future interest expenses are recorded as a separate line
item (finance lease liabilities) within current and non-current liabilities in the Group’s consolidated statement of financial
position. Interest expenses within lease payments are charged to profit or loss over the lease terms using the effective
interest method. The assets acquired under finance leases are depreciated over their useful life or the shorter lease term, if
the Group is not reasonably certain that it will obtain ownership by the end of the lease term.
Customs duties, legal fees and other initial direct costs increase the total amount recorded in assets in the Group’s
consolidated statement of financial position. The interest component of lease payments included in financial costs in the
Group’s consolidated statement of profit or loss.

Non-current assets classified as held for sale
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.
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.
Held for sale disposal groups as a whole are measured at the lower of their carrying amount and fair value less costs to sell.
Held for sale property, plant and equipment are not depreciated or amortised.
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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.

parts and components subject to replacement and the cost of required work are taken into account. The provision is recorded
at the discounted value.

Capitalisation of borrowing costs

The costs of regular repairs and maintenance works performed for aircraft held under finance lease are capitalized and
amortized 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) remaining lease term.

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 are capitalised.
The capitalisation starts when the Group:
(а) bears expenses related to the qualifying asset;

Aircraft lease security deposits
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 recorded at amortised cost.

Classification of financial assets

(b) bears borrowing costs; and
(c) takes measures to get the asset ready for intended use or sale.

Financial assets have the following categories: а) loans and receivables, b) financial assets available for sale, and c) financial
assets measured at fair value through profit or loss, which are recognised in this category from the date of the initial
recognition.

Capitalisation of borrowing costs continues up to the date when the assets are substantially ready for their use or sale.
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.

Loans and receivables are unquoted on active market non-derivative financial assets with fixed or determinable payments
other than those that the Group intends to sell in the near term.
Derivative financial instruments, including currency and interest rate options, fuel options, and currency and interest rate
swaps are carried at their fair value. All derivative instruments are carried as assets when fair value is positive and as
liabilities when fair value is negative. Changes in the fair value of derivative instruments are included in profit or loss for
the year, except for instruments subject to special hedge accounting rules, whose fair value changes are recorded in other
comprehensive income.

Impairment of property, plant and equipment
At each reporting date the management reviews its property, plant and equipment 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.

Operating leases
Where the Group is a lessee in a lease which does not transfer substantially all the risks and rewards incidental to ownership
from the lessor to the Group, the total lease payments are charged to profit or loss for the year on a straight-line basis over
the lease term. The lease term is the non-cancellable period for which the lessee has contracted to lease the asset together
with any further terms for which the lessee has the option to continue to lease the asset, with or without further payment,
when at the inception of the lease it is reasonably certain that the lessee will exercise the option.
Related direct expenses including custom duties for imported leased aircraft are recognised within non-current assets at
the time of the aircraft transfer and amortised using a straight-line method over the term of lease agreement. Amortisation
charges are recognised within operating costs. In compliance with the customs legislation of the Russian Federation, the
Group pays customs duties in instalments, and therefore customs duties payment obligations are initially recognised at
amortised cost.
The operating lease agreements include requirements to perform regular repairs and maintenance works during the lease
term. Accordingly, the Group accrues a provision in the amount of discounted expenses needed to perform regular repairs and
maintenance works. The estimated expenses are based on the most reliable data available at the time of such estimation.
The provisions of the operating lease agreements, age and condition of the aircraft and engines, market value of fixtures, key
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All other financial assets are included in the available-for-sale category, which includes investment securities which the
Group intends to hold for an indefinite period of time and which may be sold in response to needs for liquidity or changes in
interest rates, exchange rates or equity prices.

Classification of financial liabilities
Financial liabilities have the following measurement categories: a) held for trading, which also includes financial derivatives,
and (b) other financial liabilities. Liabilities held for trading are carried at fair value with changes in value recognised in profit
or loss for the year (as finance income or finance costs) in the period in which they arise. Other financial liabilities are carried
at amortised cost.

Financial instruments – key measurement terms
Depending on their classification, financial instruments are carried at fair value, cost or amortised cost, as described below.
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.
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 quantity held by the entity.
A portfolio of financial derivatives or other financial assets and liabilities that are not traded in an active market is measured
at the fair value of a group of financial assets and financial liabilities on the basis of the price that would be received to sell
a net long position (i.e. an asset) for a particular risk exposure or paid to transfer a net short position (i.e. a liability) for a
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particular risk exposure in an orderly transaction between market participants at the measurement date. This is applicable
for assets carried at fair value on a recurring basis if: (a) the Group manages the group of financial assets and financial
liabilities on the basis of the Company’s net exposure to a particular market risk (or risks) or to the credit risk of a particular
counterparty in accordance with the Group’s documented risk management or investment strategy; (b) the Group provides
information on that basis about the group of assets and liabilities to the entity’s key management personnel; and (c) the
market risks, including duration of the Group’s exposure to a particular market risk (or risks) arising from the financial assets
and financial liabilities is substantially the same.

Initial recognition of financial instruments

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.

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 Company/Group becomes a party to the contractual
provisions of the instrument.

Financial instrument measured at fair value are analysed by levels of the fair value hierarchy as follows:

Derivative financial instruments, including financial instruments subject to special hedge accounting rules, are initially
recognised at fair value. All other financial instruments are initially recorded at fair value plus transaction costs. Fair value at
initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is only recorded if there is a
difference between fair value and transaction price which can be evidenced by other observable current market transactions
in the same instrument or by a valuation technique whose inputs include only data from observable markets.

Derecognition of financial assets and liabilities

(i) level 1 are measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities,
The Group derecognises financial assets when:
(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
(iii) level 3 measurements, which are valuations not based on solely observable market data (that is, the measurement
requires significant unobservable inputs).

(а) the assets are redeemed or the rights to cash flows from the assets expired, or
(b) the Group has transferred the rights to the cash flows from financial assets or entered into a transfer agreement, while:
(i) also transferring all substantial risks and rewards of ownership of the assets, or

Transfers between levels of the fair value hierarchy are deemed to have occurred at the end of the reporting period.
(ii) neither transferring nor retaining all substantial risks and rewards of ownership but losing control over such assets.

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at
the time of its acquisition and includes transaction costs. Measurement at cost is only applicable to investments in equity
instruments that do not have a quoted market price and whose fair value cannot be reliably measured and derivatives that
are linked to, and must be settled by, delivery of such unquoted equity instruments.
Amortised cost is the amount at which the financial instrument was recognised at initial recognition less any principal
repayments, minus or plus accrued interest, and for financial assets - less any write-down (direct or through the valuation
provision account) for incurred impairment losses. Accrued interest includes amortisation of transaction costs deferred at
initial recognition and of any premium or discount to 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 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 net 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.
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 and advisors, levies by regulatory agencies and securities exchanges,
and transfer taxes and duties imposed on property transfer. Transaction costs do not include debt premiums or discounts,
financing costs or internal administrative or holding costs.
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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.
The Group removes a financial liability (or a part of a financial liability) from its consolidated statement of financial position
when, and only when, it is extinguished - i.e. when the obligation specified in the contract is discharged or cancelled or
expires. The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is
be recognised in profit or loss.

Offsetting financial instruments
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.

Financial instruments and hedge accounting
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured 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).
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.
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The fair values of various derivative instruments used for hedging purposes are disclosed in note 23. The fair value of a
hedging derivative is classified as a non-current asset or liability when the remaining hedged item is more than 12 months,
and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months.

Cash flow hedge
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.
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 income statement. 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.

Available-for-sale investments
Available for sale investments are carried at fair value. Interest income on available-for-sale debt securities is calculated using
the effective interest method and recognised in profit or loss for the year as finance income. Dividends on available-for-sale
equity instruments are recognised in profit or loss for the year as finance income when the Group’s right to receive payment is
established and it is probable that the dividends will be collected. All other elements of changes in the fair value are recognised
in other comprehensive income until the investment is derecognised or impaired at which time the cumulative gain or loss is
reclassified from other comprehensive income to finance income in profit or loss for the year.
Impairment losses are recognised in profit or loss for the year when incurred as a result of one or more events (“loss events”)
that occurred after the initial recognition of available-for-sale investments. A significant or prolonged decline in the fair
value of an equity security below its cost is an indicator that it is impaired. The cumulative impairment loss – measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that asset previously
recognised in profit or loss – is reclassified from other comprehensive income to finance costs in profit or loss for the year.
Impairment losses on equity instruments are not reversed and any subsequent gains are recognised in other comprehensive
income. If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases and the
increase can be objectively related to an event occurring after the impairment loss was recognised in profit or loss, the
impairment loss is reversed through current period’s profit or loss.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, and short-term highly liquid investments
(including bank deposits) with contractual maturities of ninety days or less, earning interest income. Cash and cash equivalents
are carried at amortised cost using the effective interest method.
Restricted balances are excluded from cash and cash equivalents for the purposes of the consolidated statement of cash
flows. Balances restricted from being exchanged or used to settle a liability for at least twelve months after the reporting
period are included in other non-current assets in the Group’s consolidated statement of financial position.
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Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables are individually recognised at fair value, and are subsequently measured at amortised
cost using the effective interest rate method. Doubtful accounts receivable balances are assessed individually and any
impairment losses are included in other operating costs in the Group’s consolidated statement of profit or loss.

Impairment of financial assets carried at amortised cost
Impairment losses are recognised in profit or loss when incurred as a result of one or more events (“loss events”) that
occurred after the initial recognition of the financial asset and which have an impact on the amount or timing of the
estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. The primary
factors that the Group considers in determining whether a financial asset is impaired are its overdue status and realisability
of related collateral, if any.
Impairment losses are always recognised through an allowance account to write down the asset’s carrying amount to the
present value of expected cash flows (which exclude future credit losses that have not been incurred) discounted at the
original effective interest rate of the asset. The calculation of the present value of the estimated future cash flows of a
collateralised financial asset reflects the cash flows that may result from foreclosure less costs for obtaining and selling the
collateral, whether or not foreclosure is probable.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the previously
recognised impairment loss is reversed by adjusting the allowance account through profit or loss for the year.
Uncollectible assets are written off against the related impairment loss provision after all the necessary procedures to
recover the asset have been completed and the amount of the loss has been determined. Subsequent recoveries of amounts
previously written off are credited to impairment loss account within the profit or loss for the year.
If the terms of an impaired financial asset held at amortised cost are renegotiated or otherwise modified because of financial
difficulties of the counterparty, impairment is measured using the original effective interest rate before the modification of
terms. The renegotiated asset is then derecognised and a new asset is recognised at its fair value only if the risks and rewards
of the asset substantially changed. This is normally evidenced by a substantial difference between the present values of the
original cash flows and the new expected cash flows.

Prepayments
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
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.

Trade and other payables
Trade payables are accrued when the counterparty performs its obligations under the contract and are carried at amortised
cost 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.
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Short-term loans and borrowings comprise:
• interest bearing loans and borrowings with a term shorter than one year;
• current portion of long-term loans and borrowings.
Long-term loans and borrowings include liabilities with the maturity exceeding one year.

Expendable spare parts and inventories
Inventories, including aircraft expendable spare parts, are valued at cost or net realisable value, whichever is lower. The
costs are determined on the first-in, first- out (“FIFO”) basis. The Group accrues a provision for 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 tax authorities on
an accruals basis. Domestic flights in general are subject to VAT at 10% (before 1 July 2015 – 18%) 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’s terms and
conditions, the miles earned entitle members to a number of benefits such as free flights, flight class upgrades and redeem
miles for special awards from programme partners. In accordance with IFRIC 13 Customer Loyalty Programmes, accumulated
but as yet unused bonus miles are deferred using the deferred revenue method to the extent that they are likely to be used.
The fair value of miles accumulated on the Group’s own flights is recognised under current and non-current deferred revenue
related to frequent flyer programme (Note 25) within current and non-current liabilities, respectively, in the Group’s consolidated
statement of financial position. The fair value of miles accumulated by Aeroflot-Bonus participants for using services provided
by the partners of the programme, as well as the fair value of promo miles, is recognised as other current and non-current
liabilities related to frequent flyer programme (Notes 24 and 29) in accounts payable, accrued liabilities and other non-current
liabilities, respectively, in the Group’s consolidated statement of financial position. Revenue is recognised upon the provision of
services to Aeroflot-Bonus members.

Employee benefits
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 26). 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.
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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 for consolidated financial
reporting purposes. 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 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.

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.

Pensions
The Group makes certain payments to employees on retirement. These obligations represent obligations under a defined
benefit pension plan. For such plans the pension accounting costs are assessed using the projected unit credit method. Under
this method the cost of providing pensions is charged to the consolidated statement of profit or loss in order to spread the
regular cost over the service lives of employees. Actuarial gains and losses are recognised in other comprehensive income
immediately. The pension liability for non-retired employees is calculated based on a minimum annual pension payment and
do not include increases, if any, to be made by management in the future. Where such post-employment employee benefits
fall due more than twelve months after the reporting date they are discounted using a discount rate determined by reference
to the government bond yields at the reporting date.
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The Group also participates in a defined contribution plan, under which the Group has committed to making additional
contributions as a percentage (20% in 2015) 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.

Share-based compensation
The title to future equity compensations (shares or share options) to employees for the provided services is measured at
fair value of these instruments at the date of the transfer and is recognised as an employee expense, with a corresponding
increase in equity, over the period that the employees unconditionally become entitled to these awards.
The amount recognised as an expense is adjusted to reflect the number of awards for which the related service and nonmarket vesting conditions are expected to be met, such that the amount ultimately recognised as an expense is based on
the number of awards that meet the related service and non-market performance conditions at the vesting date. The effect
of revisiting initial estimates, if any, is recognised in profit or loss with a corresponding adjustment to equity.
Services, including employee services received in exchange for cash-settled share-based payments, are recognised at the fair
value of the liability incurred and are expensed when consumed or capitalised as assets, which are depreciated or amortised.
The liability is re-measured at each balance sheet date to its fair value, with all changes recognised immediately in profit or
loss.

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.
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 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.
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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
Sales representing the value of tickets that have been issued, but which will never be used, are recognised as traffic revenue
at the reporting date based on an analysis of historical 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 the adjustment
to the revenue amount in the consolidated statement of profit or loss (Note 5) and to the unearned traffic revenue in the
consolidated statement of financial position.

Frequent flyer programme
At the reporting date, the Group estimates and recognises the liability pertaining to air miles earned by Aeroflot Bonus
programme (Note 2) members. The estimate has been made based on the statistical information available to the Group
and reflects the expected air mile utilisation pattern after the reporting date multiplied by their assessed fair value. The
assessment of the fair value of a bonus mile, as well as the management’s expectations regarding the amount of miles
to be used by Aeroflot Bonus members, are a matter of management judgement. A change in these estimates may require
the adjustment of deferred revenue, other current and non-current liabilities related to frequent flyer programme in the
consolidated statement of financial position (Note 25) and adjustment to revenue in the consolidated statement of profit or
loss (Note 5).

Compliance with tax legislation
Compliance with tax legislation, particularly in the Russian Federation, is subject to a significant degree of interpretation
and can be routinely challenged by the tax authorities. The management records a provision in respect of its best estimate
of likely additional tax payments and related penalties which may be payable if the Group’s tax compliance is challenged by
the relevant tax authorities (Note 40).

Classification of a lease agreement as operating and finance lease
Management applies professional judgement with regard to the classification of aircraft lease agreements as operating and
finance lease agreements in order to determine whether all significant risks and rewards related to the ownership of an asset
are transferred to the Group in accordance with the agreement and which risks and rewards are significant. A change in these
estimates may require a different approach to aircraft accounting.
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Estimated impairment of goodwill
The Group tests goodwill for impairment at least annually. The recoverable amount of each cash generating unit was
determined based on value-in-use calculations. These calculations require the use of estimates as further detailed in Note
22.

Deferred tax asset recognition
The recognised deferred tax asset represents income taxes recoverable through future deductions from income tax expense
and is recorded in the consolidated statement of financial position. Deferred income tax assets are recognised to the
extent that realisation of the related tax benefit 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.

4. ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS
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IFRS 14, Regulatory deferral accounts (issued in January 2014 and effective for annual periods beginning on or after 1 January
2016).
Accounting for Acquisitions of Interests in Joint Operations - Amendments to IFRS 11 (issued on 6 May 2014 and effective for the
periods beginning on or after 1 January 2016).
Clarification of Acceptable Methods of Depreciation and Amortisation - Amendments to IAS 16 and IAS 38 (issued on 12 May 2014
and effective for the periods beginning on or after 1 January 2016).
Equity Method in Separate Financial Statements - Amendments to IAS 27 (issued on 12 August 2014 and effective for annual
periods beginning 1 January 2016).
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 1 January 2016).
Annual Improvements to IFRSs 2014 (issued on 25 September 2014 and effective for annual periods beginning on or after 1
January 2016).

New standards and interpretations effective from 1 January 2015

Disclosure Initiative Amendments to IAS 1 (issued in December 2014 and effective for annual periods on or after 1 January 2016).
The following amended standards became effective for the Group from 1 January 2015, but did not have any material impact
on the Group.

Amendments to IAS 19 – “Defined benefit plans: Employee contributions” (issued in November 2013 and effective for annual
periods beginning 1 July 2014);
Annual Improvements to IFRSs 2012 (issued in December 2013 and effective for annual periods beginning on or after 1 July
2014);

Investment Entities: Applying the Consolidation Exception Amendment to IFRS 10, IFRS 12 and IAS 28 (issued in December 2014
and effective for annual periods on or after 1 January 2016).
Unless otherwise described above, the new standards and interpretations are not expected to affect significantly the Group’s
consolidated financial statements.

5. TRAFFIC REVENUE
2015

2014

343,428

253,613

Annual Improvements to IFRSs 2013 (issued in December 2013 and effective for annual periods beginning on or after 1 July
2014).

Scheduled passenger flights
Cargo flights

9,631

8,718

New Accounting Pronouncements

Charter passenger flights

6,146

15,023

359,205

277,354

Certain new standards and interpretations have been issued that are mandatory for the annual periods beginning on or after 1
January 2016 or later, and which the Group has not early adopted:

Total traffic revenue

6. OTHER REVENUE

IFRS 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and effective for annual periods beginning
on or after 1 January 2018). The Group is currently assessing the impact of the new standard on its financial statements;
IFRS 15 “Revenue from contracts with customers” (issued on 28 May 2014, effective for annual periods beginning on or after 1
January 2018). The Group is currently assessing the impact of the new standard on its financial statements;
IFRS 16 “Leases” (issued in January 2016 and effective for annual periods beginning on or after 1 January 2019). The Group is
currently assessing the impact of the new standard on its financial statements;
Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to IAS 12 (issued in January 2016 and effective for annual
periods beginning on or after 1 January 2017). The Group is currently assessing the impact of the amendments on its financial
statements;

2015

2014

Airline agreements revenue

31,596

21,605

Revenue from partners under frequent flyer programme

10,275

7,685

Refuelling services

2,535

2,815

Catering services on-board

1,434

1,118

Sales of duty free goods

1,162

604

Ground handling

1,118

1,000

Hotel revenue

463

447

Other revenue

7,385

7,143

55,968

42,417

Total other revenue

Disclosure Initiative - Amendments to IAS 7 (issued on 29 January 2016 and effective for annual periods beginning on or after 1
January 2017). The Group is currently assessing the impact of the amendment on its financial statements.
The following other new pronouncements are not expected to have any material impact on the Group when adopted:
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7. OPERATING COSTS LESS STAFF COSTS AND DEPRECIATION AND AMORTISATION
Aircraft servicing and ground handling
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9. OTHER OPERATING INCOME AND EXPENSES, NET

2015

2014

63,408

51,965

2015

2014

Recovery of VAT (Note 14)

8,021

285

4,658

-

614

307

Operating lease expenses

44,415

23,834

Reimbursement of fuel excise tax

Aircraft maintenance

32,042

19,224

Fines and penalties received from suppliers

Sales and marketing expenses

13,568

11,415

Insurance compensation received

513

61

Communication expenses

12,890

7,784

Gain on accounts payable write-off

164

384

Administration and general expenses

12,516

10,791

Charge of impairment provision for doubtful accounts receivable (Note 14)

(6,106)

(3,103)

Passenger services

11,778

9,105

Accrual of provision for Group liabilities (Note 26)

(4,264)

(1,271)

Food and beverages for catering services

7,766

5,980

(Loss)/gain on fixed assets disposal and impairment on fixed assets

(672)

1,872

Insurance expenses

1,941

1,358

Loss on accounts receivable write-off

(589)

(33)

Custom duties

1,290

1,435

Other expenses and income, net

(176)

(3,394)

599

362

Write-off of VAT

(90)

-

2,073

(4,892)

2015

2014

Cost of duty free goods sold
Other expenses
Operating costs less aircraft fuel, staff costs and depreciation and amortisation
Aircraft fuel
Total operating costs less staff costs and depreciation and amortisation

7,619

8,875

209,832

152,128

94,382

87,199

304,214

239,327

8. STAFF COSTS
Wages and salaries

2015

2014

44,001

42,379

8,829

7,980

Social security costs

2,789

1,789

55,619

52,148

Pension costs include:
• compulsory payments to the Pension Fund of the RF;
• 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% in 2015, 20% in 2014) of the transfers made personally by the
employees participating in the programme; and
• an increase in the net present value of the future benefits which the Group expects to pay to its employees upon their
retirement under a defined benefit pension plan due to service cost.

Payments to the Pension Fund of the RF
Defined contribution pension plan
Defined benefit pension plan
Total pension costs

10. FINANCE INCOME AND COSTS
Finance income:

Pension costs

Total staff costs

Total other operating income and (expenses), net

2015

2014

8,843

7,904

-

37

(14)

39

8,829

7,980

Gain on change in fair value of derivative instruments not subject to hedge accounting (Note 23)

11,885

-

3,723

958

Realised gain on derivative financial instruments (Note 23)

-

1,058

Gain on disposal of investments

-

1

203

454

15,811

2,471

2015

2014

(19,803)

(3,871)

Interest income on deposits and security deposits

Other finance income
Total finance income

Finance costs:
Realised loss on derivative financial instruments (Note 23)
Loss on sale and impairment of investments and loans issued (Note 16)

(9,159)

-

Interest expense

(7,737)

(4,934)

Foreign exchange loss
Loss on change in fair value of derivative financial instruments (Note 23)
Other finance costs
Total finance costs

(849)

(9,720)

-

(9,869)

(167)

(5)

(37,715)

(28,399)

2015

2014

Hedging result:
Realised loss on hedging derivative instruments (Note 23)
Ineffective portion of fuel hedging (Note 23)
Effect of revenue hedging with liabilities in foreign currency (Note 27)
Total loss on hedging
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(18,654)

-

1,187

(1,187)

(6,279)

(536)

(23,746)

(1,723)
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11. INCOME TAX
Current income tax charge
Deferred income tax expense/(benefit)
Total income tax

2015

2014

3,951

6,559

983

(5,765)

4,934

794

31 December 2015
Movements for the year, net

Movements for the year

31 December 2014

Movements for the year

3,055

17,880

Less deferred tax recognised directly in equity

(4,038)

(12,115)

Deferred income tax (expense)/benefit for the
year

(983)

5,765

31 December 2013

Reconciliation of the income tax estimated based on the applicable tax rate to the income tax is presented below:
Loss before income tax
Tax rate applicable in accordance with Russian legislation
Theoretical income tax expense at tax rate in accordance with Russian legislation

2014

(1,560)

(16,352)

20%

20%

312

3,270

1,790

737

(5,245)

(3,811)

- 31 December 2021

915

915

(587)

(477)

- 31 December 2022

1,508

1,552

490

54

- 31 December 2023

72

96

-

(201)

- 31 December 2024

(1,644)

(219)

Total tax losses carried forward

Tax effect of items which are not deductible or assessable for taxation purposes:
Non-taxable income
Non-deductible expenses
Unrecognised current year tax losses
Recognition of previously unrecognised tax losses
Write-off of deferred tax assets
Prior years income tax adjustments
Deferred income tax, recognized as part of other comprehensive income
Total income tax

(50)

(147)

(4,934)

(794)

During 2014 the Group revised its estimates related to the possibility of usage of deferred tax assets of JSC “Orenburg airlines”
and made a write-off in the amount of RUB 201 million.
31 December 2015

Movements for the year

31 December 2014

Movements for the year

31 December 2013

73

(944)

1,017

560

457

Tax effect of temporary differences:
Tax losses carried forward
Long-term financial investments

201

176

25

(6)

31

Accounts receivable

583

716

(133)

(177)

44

Property, plant and equipment and finance lease
liabilities

16,138

6,205

9,933

8,700

1,233

Accounts payable

4,012

1,803

2,209

745

1,464

960

(5,157)

6,117

5,607

510

Derivative financial instruments

Deferred tax assets before tax set off
Tax set off
Deferred tax assets after tax set off

Property, plant and equipment
Customs duties related to the imported aircraft
under operating leases
Long-term financial investments
Accounts receivable
Accounts payable
Deferred tax liabilities before tax set off
Tax set off
Deferred tax liabilities after tax set off
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The Group has unrecognised deferred tax assets in respect of unused tax losses carried forward. These tax losses carried
forward expire as follow:

2015

21,967

2,799

19,168

15,429

3,739

(335)

293

(628)

936

(1,565)

21,632

3,092

18,540

16,365

2,174

(117)

(25)

(92)

2,317

(2,409)

(335)

126

(461)

140

(601)

(10)

5

(15)

-

(15)

(1)

163

(164)

(3)

(161)

(42)

(13)

(29)

(3)

(26)

(505)

256

(761)

2,451

(3,212)

335

(293)

628

(936)

1,565

(170)

(37)

(133)

1,515

(1,647)

31 December 2015

31 December 2014

Tax losses carried forward expiring by the end of:
- 31 December 2018

631

1,989

- 31 December 2019

3,909

3,909

16

160

7,051

8,621

Deferred tax asset in respect of cash flow hedge accounting applied by the Group of RUB 4,038 million (2014: RUB 12,115
million) has been recognised in these consolidated financial statements as a part of other comprehensive income.
Deferred tax liability in relation to temporary differences of RUB 205 million (2014: RUB 205 million) relating to investments
in subsidiaries of the Group has not been recognised in these consolidated financial statements as the Group is able to
control the timing of reversal of the temporary difference, and reversal is not expected in the foreseeable future.
Management believes that the deferred tax assets of RUB 14,974 million as at 31 December 2015 (31 December 2014: RUB
13,814 million) and deferred tax liabilities of RUB 250 million as at 31 December 2015 (31 December 2014: RUB 351 million)
are recoverable after more than twelve months after the end of the reporting period.

12. CASH AND CASH EQUIVALENTS
31 December 2015

31 December 2014

17,205

3,431

Cash on hand and bank accounts denominated in roubles

8,517

13,211

Bank accounts denominated in US Dollars

2,167

7,626

Bank accounts denominated in other currencies

Bank deposits denominated in roubles with maturity of less than 90 days

1,793

1,350

Bank accounts denominated in Euro

449

778

Cash in transit

562

151

30,693

26,547

Total cash and cash equivalents

The Group’s exposure to interest rate risk and a sensitivity analysis for financial assets are disclosed in Note 35. Most of the
Group’s funds are held with a highly reliable state-controlled Russian bank – PJSC Sberbank with long-term credit rating BBB
(Fitch rating agency) as at 31 December 2015 (as at 31 December 2014 Group’s funds were hold in two banks: PJSC Sberbank
with long-term credit rating BBB (Fitch rating agency) and PJSC Bank BFA with long-term credit rating B according to S&P
rating agency).
As at 31 December 2015 the Group had restricted cash of RUB 168 million (31 December 2014: RUB 186 million) recorded
within other non-current assets in the Group’s consolidated statement of financial position.
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13. AIRCRAFT LEASE SECURITY DEPOSITS
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 three 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 nonfulfilment 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 an average market
yield from 3.7% to 13.5% p.a. in 2015 (2014: from 3.7% to 9.5% p.a.).
Aircraft lease security deposits
1 January 2014

Increase of VAT recoverable as at 31 December 2015 is mainly associated with recognition of VAT on code-sharing operations
for 2013-2015 between companies of the Group of RUB 5,699 million.
As at 31 December 2015 the Group recognised impairment provision for accounts receivable from OJSC Transaero Airlines
for passengers transportation, refuelling services, aircraft servicing and ground handling of RUB 6,403 million (31 December
2014: no impairment provision).
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.

1,493

Payment of security deposits

304

Amortisation charge for the year

127

Return of security deposits during the year

(372)

Foreign exchange difference

935

Deposit write-off

(56)

31 December 2014

2,431

Payment of security deposits

1,995

Amortisation charge for the year

346

Return of security deposits during the year

(696)

Foreign exchange difference

Deferred customs duties of RUB 705 million as of 31 December 2015 (31 December 2014: RUB 842 million) relate to the current
portion of paid customs duties related to imported aircraft under operating leases. These customs duties are recognised
within operating costs in the Group’s consolidated statement of profit or loss over the term of the operating lease. The noncurrent portion of the deferred customs duties is disclosed in Note 17.
Financial receivables are analysed by currencies in Note 35.
As at 31 December 2015 and 31 December 2014, sufficient impairment provision was made against accounts receivable and
prepayments.

973

Deposit write-off

(216)

Reclassification to assets held for sale

The movements in impairment provision for accounts receivable and prepayments are as follows:

(43)

31 December 2015

Impairment provision

4,790
1 January 2014

Current portion of security deposits
Non-current portion of security deposits
Total aircraft lease security deposits

31 December 2015

31 December 2014

2,658

321

2,132

2,110

4,790

2,431

Analysis of aircraft lease security deposits by their credit quality is presented below:
International lease companies
Russian lease companies
Total aircraft lease security deposits

31 December 2015

31 December 2014

4,766

2,408

24

23

4,790

2,431

14. ACCOUNTS RECEIVABLE AND PREPAYMENTS
31 December 2014

Trade accounts receivable

34,275

29,683

Other financial receivables

8,056

5,119

Less: impairment provision

(10,609)

(4,532)

Total financial receivables

31,722

30,270

Prepayments to suppliers

8,784

9,284

VAT and other taxes recoverable

17,225

10,959

Prepayments for aircraft

16,734

4,498

705

842

Other receivables
Accounts receivable and prepayments
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3,550

Provision use

(1,011)

Release of provision

(447)

31 December 2014

4,532

Increase in impairment provision

7,716

Provision use

(589)

Release of provision

(1,022)

Disposal of the subsidiaries

(28)

31 December 2015

10,609

Financial receivables are analysed by credit quality in Note 35.

15. EXPENDABLE SPARE PARTS AND INVENTORIES
31 December 2015

Deferred customs duties related to the imported aircraft under operating leases, current portion

2,440

Increase in impairment provision

1,147

916

76,317

56,769

Expendable spare parts
Fuel

31 December 2015

31 December 2014

5,757

4,349

341

714

Other inventories

2,301

2,129

Total expendable spare parts and inventories, gross

8,399

7,192

Less: impairment provision for obsolete expendable spare parts and inventories

(952)

(676)

Total expendable spare parts and inventories

7,447

6,516

203

Aeroflot Group Profile

16. FINANCIAL INVESTMENTS

Available-for-sale securities

SITA Investment Certificates
Total available-for-sale investments (before impairment provision)
Less: provision for impairment of long-term financial investments
Total long-term financial investments

31 December 2015

31 December 2014

6,063

6,062

-

15

56

39

6,119

6,116

(1)

(1)

6,118

6,115

Available-for-sale securities are mainly represented by the initial value of the Group’s investment in JSC MASH, a state-related
company engaged in servicing of aircraft, passengers and handling cargo of Russian and foreign airlines, and providing nonaviation services to entities operating in Sheremetyevo airport and adjacent area.
The RF represented by the Federal Agency for State Property Management owns over 80% of the entity’s shares (Note 37).
Management is unable to measure the fair value of the Group’s investments in JSC MASH reliably, as this entity has not
published its most recent financial information, its shares are not quoted and recent trade prices are not publicly accessible.
As at 31 December 2015 the investments are recognised in the consolidated statement of financial position at their initial
cost of RUB 6,013 million (31 December 2014: RUB 6,013 million).
31 December 2015

31 December 2014

Corporate shares and bonds

-

30

Total investments held for trading (before impairment provision)

-

30

Investments held for trading:

Other short-term financial investments:
Loans issued and promissory notes of third parties

9,335

167

Deposits placed in banks for more than 90 days

5,917

960

5

5

15,257

1,132

(9,340)

(201)

5,917

961

Other short-term investments
Total other short-term financial investments (before impairment provision)
Less: provision for impairment of short-term financial investments
Total short-term financial investments

Increase in impairment provision was mainly due to accrual of provision for loans issued in 2015 by the Group
to OJSC Transaero Airlines.

Financial review

Corporate Governance

Appendixes

As at 31 December 2015 and 31 December 2014 non-current prepayments include advance payments for the acquisition of
the following aircraft:
Expected lease type

Aircraft type

31 December 2015

31 December 2014

Number of aircraft, units

Expected delivery date

Number of aircraft, units

Expected delivery date
2016-2019

Not determined

Boeing B787

20

2017-2019

22

Not determined

Airbus А350

22

2018-2023

22

2018-2023

Not determined

Boeing В777

1

2017

3

2016

Not determined

Airbus A320

21

2017-2018

30

2016-2018

Not determined

Airbus A321

12

2017-2018

19

2016-2018

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).

19. PROPERTY, PL ANT AND EQUIPMENT
Owned aircraft
and engines

Leased aircraft and
engines

Land and
buildings

Transport,
equipment and other

Construction in
progress

Total

1 January 2014

6,414

94,597

11,088

14,098

1,862

128,059

Additions

1,358

33,672

249

2,624

1,027

38,930

-

1,473

-

-

172

1,645

Disposals

(902)

(3,218)

(16)

(661)

(7)

(4,804)

Transfers

60

200

397

878

(1,535)

-

31 December 2014

6,930

126,724

11,718

16,939

1,519

163,830

Additions (i)

1,588

-

78

3,895

3,389

8,950

-

991

-

-

816

1,807

(4,075)

(477)

(1,422)

(977)

4

(6,947)

(33)

(20,601)

-

(3)

-

(20,637)

Cost

Capitalised expenditures

Capitalised expenditures
Disposals (ii)

Transfers
31 December 2015

84

140

71

562

(857)

-

4,494

106,777

10,445

20,416

4,871

147,003

(4,629)

(23,080)

(4,237)

(7,322)

(14)

(39,282)

(382)

(8,851)

(396)

(1,711)

-

(11,340)

Accumulated depreciation
31 December 2015

VAT recoverable on acquisition of aircraft

Corporate Social Responsibility

As at 31 December 2015 and 31 December 2014 non-current portion of prepayments for aircraft were RUB 35,291 million and
RUB 29,241 million, respectively. Change of non-current portion of prepayments is due to approaching the contractual period
of delivery and payment of new non-current prepayments to suppliers.

Transfers to assets held for sale (note 20)

17. OTHER NON - CURRENT ASSETS
Deferred customs duties related to the imported aircraft under operating leases, non-current portion

Business Overview

18. PREPAYMENTS FOR AIRCRAFT

Available-for-sale investments:

Mutual investment funds

Strategic Report

31 December 2014

1,119

2,083

-

328

Other non-current assets

1,643

1,348

Total other non-current assets

2,762

3,759

1 January 2014
Charge for the year
(Accrual)/release of impairment provision

17

-

-

8

(59)

(34)

884

1,462

6

518

-

2,870

31 December 2014

(4,110)

(30,469)

(4,627)

(8,507)

(73)

(47,786)

Charge for the year

(614)

(9,259)

(406)

(2,132)

-

(12,411)

131

-

(567)

36

-

(400)

3,666

477

842

768

-

5,753

18

12,317

-

-

-

12,335

(909)

(26,934)

(4,758)

(9,835)

(73)

(42,509)

31 December 2014

2,820

96,255

7,091

8,432

1,446

116,044

31 December 2015

3,585

79,843

5,687

10,581

4,798

104,494

Disposals

(Accrual)/release of impairment provision
Disposals (ii)
Transfers to assets held for sale (note 20)
31 December 2015

Carrying amount
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21. INTANGIBLE ASSETS

(i) During 2015 additions mainly relate to the purchase of 3 aircraft DHC 8-Q402 being under pre-operating maintenance.
(ii) During 2015 disposals mainly relate to the disposal of 5 owned aircraft Il-96 of PJSC Aeroflot with carrying amount of RUB
51 million.
Capitalised borrowing costs for 12 months 2015 amounted to RUB 976 million (2014: RUB 362 million). Capitalisation rate of
interest expenses and foreign exchange loss for the period was 3.2% p.a. and 5.8% p.a. respectively (2014: 2.9% p.a. and 4.3%
p.a. respectively).

Software

Licences

Investments in software
and R&D

Trademark and client
base

Other

Total

2,607

134

1,048

1,686

2

5,477

296

-

157

-

-

453

Cost
1 January 2014
Additions
Disposals

(637)

-

(21)

-

-

(658)

31 December 2014

2,266

134

1,184

1,686

2

5,272

Additions

785

-

49

-

37

871

Disposals

(25)

-

(32)

-

-

(57)

3,026

134

1,201

1,686

39

6,086

(1,431)

(90)

-

(605)

(1)

(2,127)

(553)

-

-

(243)

-

(796)

412

1

-

-

-

413

During 2015 the group disposed fixed assets classified as held for sale net book value of which amounted to RUB 613 million.

31 December 2014

(1,572)

(89)

-

(848)

(1)

(2,510)

As at 31 December 2015 the amount of net assets held for sale amounted to RUB 361 million.

Charge for the year

(762)

-

-

(133)

-

(895)

As at 31 December 2015 property and land (including tenancy) with the total carrying value of RUB 711 million (31 December
2014: RUB 713 million) were pledged to third and related parties as a security for the Group’s loans and borrowings (Note 28).
As at 31 December 2015 the cost of fully depreciated property, plant and equipment was RUB 8,170 million (31 December
2014: RUB 7,793 million).

20. ASSETS CL ASSIFIED AS HELD FOR SALE

31 December 2015

Accumulated amortisation
1 January 2014

Based on the Group’s management decision made during the reporting period, as at 31 December 2015 6 aircraft An-148, 2
Airbus A319, 1 Airbus A320 and 8 Airbus A321 operated under finance lease agreements are targeted for disposal, therefore at
the end of reporting period the mentioned assets and related liabilities were classified as held for sale.

Charge for the year
Disposals

Disposals
Initial cost of fixed assets
1 January 2015

Accumulated depreciation

Aircraft lease security
deposits

Total assets

Total liabilities

-

-

-

-

-

Additions (Note 13, 19)

20,637

(12,335)

43

8,345

(7,517)

Disposals

(2,098)

1,485

-

(613)

146

18,539

(10,850)

43

7,732

(7,371)

31 December 2015

31 December 2015

9

-

-

-

-

9

(2,325)

(89)

-

(981)

(1)

(3,396)

Carrying amount
31 December 2014

694

45

1,184

838

1

2,762

31 December 2015

701

45

1,201

705

38

2,690

22. GOODWILL
For the purposes of impairment testing, goodwill is allocated between the cash generating units (the “CGUs”), i.e. the Group
subsidiaries 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.
The aggregate carrying amount of goodwill, allocated to the Group entities as at 31 December 2014 is presented in the table
below:
CGU name

31 December 2014

AK Rossiya

5,357

Orenburgavia
AK Aurora
Total

1,145
158
6,660

On October 1, 2015, the Board of Directors has made a decision of United AK “Rossiya” establishment. In the purpose of the
goodwill impairment test, the following classification was adopted: business-unit “Sever” (head office in Saint-Petesburg,
based on “AK “Rossiya”), business-unit “Moskva” (branch in Moscow, based on “Orenburgavia”), business-unit “Yug” (branch
in Rostov-on-Don, based on OJSC “Donavia”), and business-unit “Charter” (based on Transaero’s fleet and on a part of
Orenburgavia’s fleet).
The total carrying amount of AK Rossiya’s goodwill was attributed to business-unit “Sever”, the carrying amount of
Orenburgavia’s goodwill was reallocated among business-units “Sever” and “Moskva”.
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The Group assesses the fair value and performs analysis of derivative financial instruments on a regular basis for the purposes
of consolidated financial statements or when so requested by the management. Changes in fair value of derivative financial
instruments determined using Levels 2 and 3 inputs:

31 December 2015

Business-unit “Sever”

Derivative financial instruments

5,657

Business-unit “Moskva”

845

AK Aurora

158

Total

6,660

1 January

Key assumptions against which the recoverable amounts are estimated concerned the discount rate, the terminal growth
rate (for the calculation of the terminal value), seat load factor.

(30,586)

(2,551)

(7,918)

(12,220)

Additions for the period
Settlements during the period (Note 10)

-

(427)

19,803

2,779

(4,703)

(13,939)

-

(12)

Level 3 derivative financial instruments that are subject to special hedge accounting rules
Change in fair value for the period
Additions for the period
Settlements during the period (Note 10)

Business-unit “Sever”

2014

Level 3 derivative financial instruments that are not subject to special hedge accounting rules
Change in fair value for the period

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 entity’s operations.

2015

18,654

Level 2 derivative financial instruments that are subject to special hedge accounting rules

The discount rate calculation is based on weighted average cost of capital (WACC) and amounts to 14.5% p.a. (31 December
2014: 17.5% p.a. for 2015-2016 and 13.4% for subsequent periods).
The growth rate for the terminal value calculation was set at the level of Russia’s GDP long-term growth rate of 1.5% p.a.
(2014: 2.3% p.a.).

Change in fair value for the period

(50)

(4,250)

-

34

(4,800)

(30,586)

Settlements during the period (Note 10)

31 December
Representing:
Assets

53

565

Liabilities

(4,853)

(31,151)

31 December

(4,800)

(30,586)

The calculation of the recoverable amount of this CGU is highly sensitive to the seat load factor which was set at the
level lower than in the civil aviation of Russian Federation. For two previous years the seat load factor in the civil aviation
of Russian Federation was 79.8% and 79.7% respectively. Should the seat load factor be lower by 5.37 p.p. with all other
variables held constant, goodwill allocated to this CGU would be impaired in full.

For the purpose of risk management the Group applies the following derivative financial instruments:

Business-unit “Moskva”

(а) Cross-currency interest rate swaps with a fixed interest rate

The discount rate was assumed at 16.5% (31 December 2014: 17.5% p.a. for 2015-2016 and 13.4% for subsequent periods).

In April and May 2013, the Group entered into two cross-currency interest rate swap agreements with a Russian bank to hedge
some of its Euro-denominated revenues from potential unfavourable RUB/EUR exchange rate fluctuations. As a result of the
effectiveness test performed for these hedging instruments the profit for 2015 from the change in fair value of this derivative
financial instrument of RUB 47 million was recorded within other comprehensive income together with the corresponding
deferred tax of RUB 10 million.

The growth rate for the terminal value calculation was set at the level of Russia’s GDP long-term growth rate of 1.5% (2014:
2.3% p.a.).
The calculation of the recoverable amount of this CGU is highly sensitive to the seat load factor which was set at the
level lower than in the civil aviation of Russian Federation. For two previous years the seat load factor in the civil aviation
of Russian Federation was 79.8% and 79.7% respectively. Should the seat load factor be lower by 5.04 p.p. with all other
variables held constant, goodwill allocated to this CGU would be impaired in full.

23. DERIVATIVE FINANCIAL INSTRUMENTS
31 December 2015

31 December 2014

Derivative financial assets

53

Non-current
Total derivative financial assets

431

-

134

53

565

4,853

26,312

-

4,839

4,853

31,151

Derivative financial liabilities
including:
Current
Non-current
Total derivative financial liabilities
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(b) Interest rate swap with a fixed interest rate
During 2015, there were no new interest rate swap with a fixed interest rate. The results of closure of the transaction were
reported within finance expenses in the amount of RUB 34 million in 2014.

including:
Current

Level 2 market inputs in the fair value hierarchy were used to assess the fair value of the financial instrument. The fair value
was determined based on discounted contractual cash flows using MosPrime discount rate for cash flows in roubles and
EURIBOR – for Euro-denominated cash flows. Cash flows under this agreement are expected through to the end of the first
quarter of 2016.

(c) Fuel options
In the end of 2015 option agreements concluded in 2012-2014 with Russian banks to hedge price risk for a portion of its
aircraft fuel demand were closed due to the contractual term expiration. Decrease in the fair value of these derivative
financial instruments due to closure amounted to a profit of RUB 10,542 million for 2015, which is reported in the consolidated
statement of profit or loss (2014: loss of RUB 9,364 million), excluding the instruments accounted for by the Group under the
special hedge accounting rules.
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For certain option agreements concluded in 2014 the Group applies cash flow hedge accounting model according to IAS 39,
“Financial Instruments: Recognition and Measurement” in order to decrease exposure to volatility of cash flows from change
in fuel prices arising on purchases of fuel.
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As at 31 December 2014 fuel options amounting to RUB 13,952 million were recognised within current liabilities. During 2014
due to maturity of the fuel derivative instrument the gain of RUB 26 million on the closure of this transaction was recorded
within the finance income line item of the consolidated statement of profit or loss.

(d) Currency options
The Group entered into currency option agreements with a number of Russian banks to hedge the currency risk. The gain
from the change in fair value of these derivative financial instruments in 2015 recorded in the consolidated statement of
profit or loss amounted to RUB 1,343 million (2014: loss in amount of RUB 531 million).
For the year ended 31 December 2015, the loss on the currency and fuel options to which hedge accounting is not applied
was RUB 19,803 million (2014: gain of RUB 1,058 million and loss of RUB 3,837 million) which was recorded within finance
costs in the consolidated statement of profit or loss.

Valuation principles for currency and fuel options
The derivative financial instruments are carried as assets when their fair value is positive and as liabilities when their fair
value is negative. Changes in the fair value of derivative financial instruments are included in profit or loss for the reporting
period if hedge accounting is not applied. In case hedge accounting is applied the effective portion is accounted within
hedge reserve.
Level 3 market inputs were used to assess the fair value of the instrument and the Monte-Carlo method was applied. The
following inputs were used to assess the fair value of the options:
• spot price for basic asset oil observable in the information systems at the valuation date;
• forecast price for Brent crude oil or forecasting exchange rate determined based on the data provided by analysts for the
term of the option;
• volatility calculated based on historical closing prices for underlying asset; and
• respective currency market rate (MosPrime LIBOR, EURIBOR, etc.).
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Dividends payable

31 December 2015

31 December 2014

29,466

27,097

1

36

Other financial payables

9,326

5,906

Total financial payables

38,793

33,039

Staff related liabilities
VAT payable on imported leased aircraft

8,378

6,906

265

2,005

Advances received (other than unearned traffic revenue)

1,502

1,181

Other taxes payable

2,667

3,838

Other current liabilities related to frequent flyer programme (Note 25)

2,572

1,489

Income tax payable
Customs duties payable on imported leased aircraft
Other payables
Total accounts payable and accrued liabilities

30

72

-

115

544

307

54,751

48,952

As at 31 December 2015, staff related liabilities primarily include salary payable, as well as social contribution liabilities of
RUB 5,596 million (31 December 2014: RUB 4,132 million) and the unused vacation accrual of RUB 2,696 million (31 December
2014: RUB 2,682 million).
As at 31 December 2015, accounts payable and accrued liabilities include the current portion of VAT payable of RUB 265
million (31 December 2014: current portion of VAT payable amounting to RUB 2,005 million and customs duties payable of
RUB 115 million). These payables relate to imported leased aircraft, which are payable in equal monthly instalments over a
thirty-four-month period from the date these assets were cleared through customs. Long-term part of VAT and custom duties
related to imported leased aircraft recognised within other non-current liabilities (Note 29).
Financial payables by currency are analysed in Note 35.

25. DEFERRED REVENUE AND OTHER LIABILITIES REL ATED TO FREQUENT FLYER
PROGRAMME
Deferred revenue and other liabilities related to frequent flyer programme (Aeroflot Bonus programme) as at 31 December
2015 and 31 December 2014 represent the number of bonus miles earned when flying on the Group flights, but unused by
the Aeroflot Bonus programme members and the number of promo-miles and bonus miles earned by programme members
for using programme partners’ services, respectively, and are estimated at fair value. Deferred revenue and other accrued
liabilities related to frequent flyer programme also include liabilities under the Company’s discount programme as at 31
December 2015 and 31 December 2014, which represent the fair value of coupons for a discount on the repeated purchase
of tickets at Aeroflot’s web-site.
31 December 2015

31 December 2014

1,307

799

Deferred revenue related to frequent flyer programme, non-current

2,941

2,560

Other current liabilities related to frequent flyer programme (Note 24)

2,572

1,489

Other non-current liabilities related to frequent flyer programme (Note 29)

2,779

3,279

Total deferred revenue and other liabilities related to frequent flyer programme

9,599

8,127

Deferred revenue related to frequent flyer programme, current
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24. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable

In 2014 loss from the change in fair value of these option agreements in the amount of RUB 12,763 million before income
tax was reported in the other comprehensive income, ineffective part of this hedging relationship in the amount of RUB
1,187 million was recognised as loss in the hedging result line item in the consolidated statement of profit or loss. During
2015, these agreements matured and were closed. The realised loss from these financial instruments was reclassified from
the hedging reserve to hedging result line item in the consolidated statement of profit or loss and amounted to RUB 18,654
million.

Financial review
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26. PROVISIONS FOR LIABILITIES

1 January 2014

Litigations

Tax risks

Regular repairs and
maintenance works

Total provisions

564

47

1,925

2,536

1,055

-

2,224

3,279

Release of provision for the year

(440)

(47)

(1,521)

(2,008)

Unwinding of the discount

-

-

634

634

Foreign exchange loss, net

193

-

2,181

2,374

-

-

379

379

31 December 2014

1,372

-

5,822

7,194

Additional provision for the year

2,438

53

3,117

5,608

Release of provision for the year

(218)

-

(1,126)

(1,344)

Unwinding of the discount

-

-

777

777

Foreign exchange loss, net

70

-

2,241

2,311

Other changes
31 December 2015
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27. FINANCE LEASE LIABILITIES

Additional provision for the year

Other changes

Strategic Report

-

-

(110)

(110)

3,662

53

10,721

14,436

The Group leases aircraft from third and related parties under finance lease agreements (Note 37). The aircraft that the Group
have operated under finance lease agreements as at 31 December 2015 are listed in Note 1.
31 December 2015

31 December 2014

184,730

170,485

(20,206)

(21,207)

164,524

149,278

19,504

16,912

Non-current finance lease liabilities

145,020

132,366

Total finance lease liabilities

164,524

149,278

Total outstanding payments on finance lease contracts
Future finance lease interest expense
Total finance lease liabilities

Representing:
Current finance lease liabilities

31 December 2015

Due for repayment:

31 December 2014

Principal

Future interest expense

Total payments

Principal

Future interest expense

Total payments

On demand or within 1 year

19,504

4,337

23,841

16,912

4,191

21,103

78,536

11,927

90,463

65,406

11,832

77,238

31 December 2015

31 December 2014

Current liabilities

7,519

2,349

Later than 1 year and not later
than 5 years

Non-current liabilities

6,917

4,845

Later than 5 years

66,484

3,942

70,426

66,960

5,184

72,144

Total

164,524

20,206

184,730

149,278

21,207

170,485

Total provisions

14,436

7,194

Litigations

As at 31 December 2015 interest payable amounted to RUB 424 million (31 December 2014: RUB 480 million) is included in
accounts payable and accrued liabilities.

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 40).

The effective interest rate for finance lease during 2015 was 2.8% p.a. (in 2014: 3.0% p.a.). Fair value of finance lease liabilities
approximate their carrying value.

Tax risks

The Group hedges foreign currency risk arising on a portion of the future revenue stream denominated in US dollars with the
finance lease liabilities denominated in the same currency. The Group applies cash flow hedge accounting model to these
hedging relationships, in accordance with IAS 39. At 31 December 2015, finance lease liabilities including those related to
assets held for sale in the amount of RUB 165,659 million denominated in US dollars are designated as a hedging instrument
for highly probable revenue forecasted for the period of 2016 – 2026 denominated in US dollars. The Group expects that this
hedging relationship will be highly effective since the future cash outflows on the finance lease liabilities match the future
cash inflows on the revenue being hedged. At 31 December 2015, accumulated foreign currency loss of RUB 76,507 million
(before deferred income tax) on the finance lease liabilities, representing an effective portion of the hedge, is deferred in the
equity (31 December 2014: RUB 43,596 million). The amount of loss reclassified from the hedging reserve to profit or loss in
2015 was RUB 6,279 million (2014: RUB 536 million).

The Group makes a provision for contingent liabilities, including accrued fines and penalties based on the best management’s
estimate of the amount of additional taxes that may be required to be paid (Note 40).

Regular repairs and maintenance works
As at 31 December 2015, the Group made a provision of RUB 10,721 million (31 December 2014: RUB 5,822 million) for regular
repairs and maintenance works of aircraft used under operating lease terms.

Liabilities for guarantees issued
In 2015 interest expense on finance leases was RUB 4,076 million (2014: RUB 2,966 million).
As at 31 December 2015 the Group recognised provisions for compensations to the passengers of cancelled flights of OJSC
Transaero Airlines of RUB 1,517 million in provisions for litigations. This amount represents management’s expectation of
future payments of accepted obligations.
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Leased aircraft and engines with the carrying amount disclosed in Note 19 are effectively pledged for finance lease liabilities
as the rights to the leased asset revert to the lessor in the event of default.
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28. LOANS AND BORROWINGS

Short-term loans in Russian Roubles

31 December 2015

31 December 2014

31,550

10,409

-

1,603

14,242

1,154

Current portion of bonds in Russian Roubles

5,103

102

Current portion of loans and borrowings in Russian Roubles

3,190

4,075

54,085

17,343

Long-term loans in Russian Roubles

17,565

5,575

Long-term loans and borrowings in US dollars

14,242

1,514

5,103

5,102

(14,242)

(1,154)

(5,103)

(102)

Current portion of long-term bank loans in US dollars

Total short-term loans and borrowings

Less:
Current portion of long-term bank loans in US dollars
Current portion of bonds in Russian Roubles
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As at 31 December 2015 bank loans in the amount of RUB 1,940 million (31 December 2014: RUB 2,000 million) were secured
by property and land (Note 19).

Bond issue
As at 31 December 2015 the Group has bonds issued (BO-03 series) with notional amount of RUB 5,000 million and interest
coupon rate of 8.3% p.a. As at 31 December 2015 effective yield to maturity for these bonds was 10.99% p.a. (31 December
2014: 11.3% p.a.).

Undrawn credit facilities

Long-term bank loans, bonds and other borrowings:

Long-term bonds in Russian Roubles

Business Overview

As at 31 December 2015 and 31 December 2014, the fair values of loans and borrowings was not materially different from
their carrying amounts.

Short-term bank loans, bonds and other borrowings:
Short-term loans in US dollars

Strategic Report

Current portion of loans and borrowings in Russian Roubles

(3,190)

(4,075)

Total long-term loans and borrowings

14,375

6,860

As at 31 December 2015 the Group was able to attract RUB 36,840 million of cash (31 December 2014: RUB 21,562 million)
available under existing credit lines granted to the Group by various lending institutions.

29. OTHER NON - CURRENT LIABILITIES
Other non-current liabilities related to frequent flyer programme (Note 25)
VAT payable on imported leased aircraft
Defined benefit pension obligation, non-current portion

Main changes in loans and borrowings during reporting period:
The Group has opened long-term revolving line of credit with PJSC AKB Sviaz-Bank in the amount of RUB 9,000 million, which
can be obtained in Roubles or US Dollar. As at 31 December 2015 the principal outstanding amount was USD 129 million,
which is equal to RUB 9,386 million. Interest rate is 3m Libor + 5% p.a. The loan is unsecured and issued for the period up to
September 2016.
The Group has opened unsecured loan with PJSC Rosbank in the amount of USD 60 million, which can be obtained in Roubles,
US Dollar or Euro. As at 31 December 2015 the outstanding amount was RUB 4,378 million (including interest). Interest rate
is 1m Libor + 4.5% p.a., maturity – March 2016.
The Group has opened loan with PJSC Bank VTB in the amount of USD 250 million. As at 31 December 2015 the principal
outstanding amount was USD 50 million, which is equal to RUB 3,657 million. (including interest). Interest rate is 3m Libor +
4.9% p.a. The loan is unsecured and issued for the period up to November 2016.
The Group has opened loan with PJSC Sovcombank in the amount of USD 100 million. As at 31 December 2015 the outstanding
amount was RUB 7,288 million. Interest rate is 1m Libor + 5.25% p.a. The loan is unsecured and issued for the period up to
October 2016.

Customs duties payable on imported leased aircraft
Other non-current liabilities
Total other non-current liabilities

The Group has opened long-term loan with OJSC Moscow Credit Bank in the amount of USD 100 million. As at 31 December
2015 the outstanding amount of the loan is USD 100 million, which is equal to RUB 7,304 million (including interest). Interest
rate is 5.0% p.a. The loan is unsecured and issued for the period up to December 2016.

31 December 2014

2,779

3,279

-

328

745

659

-

54

286

164

3,810

4,484

As at 31 December 2014 other non-current liabilities include the non-current portion of VAT payable of RUB 328 million and
customs duties of RUB 54 million relating to imported leased aircraft, which are payable in equal monthly instalments over
a thirty-four-month period from the date these assets are cleared through customs. As at 31 December 2015 the non-current
portion of these liabilities didn’t exist. Short-term portion of VAT and custom duties was recognised within accounts payable
(Note 24).

30. 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
Loss attributable to non-controlling interest for the year
Accumulated losses attributable to non-controlling interests in subsidiary

The Group has opened loan with Bank VTB (Austria) in the amount of USD 150 million. As at 31 December 2015 the outstanding
amount was RUB 10,996 million (including interest). Interest rate is 3m Libor + 5.25% p.a. The loan is unsecured and issued
for the period up to October 2016.

31 December 2015

2015

2014

25% plus 1 share

25% plus 1 share

(828)

(1,356)

(4,637)

(3,809)

31 December 2015

31 December 2014

6,843

5,200

The summarised financial information of AK Rossiya is presented below:
Current assets
Non-current assets

9,363

11,431

Current liabilities

15,298

11,974

Non-current liabilities

19,454

19,892

The Group has opened long-term non-revolving credit line with PJSC Sberbank in the amount of RUB 12,602 million. As at 31
December 2015 the outstanding amount was RUB 12,581 million. Interest rate is 12.75% p.a. The loan is unsecured and issued
for the period up to December 2018.
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33. OPERATING SEGMENTS
2015

2014

Revenue

38,771

35,655

Loss for the year

(3,312)

(5,449)

Comprehensive loss for the year

(3,312)

(5,449)

As at 31 December 2015 and 2014 there are no significant restrictions in getting access to the subsidiary’s assets or using
them for settling the subsidiary’s obligations.

31. SHARE CAPITAL

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 routes information was aggregated in “Passenger Traffic” segment as
passenger flight services on different routes 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 routes is allocated based on the geographic destinations of
flights. Passenger traffic revenue by flight routes is used to measure performance as the Group believes that such information
is the most material in evaluating the results.
Segment information is presented based on financial information prepared in accordance with IFRS.

As at 31 December 2015 and 31 December 2014 share capital was equal to RUB 1,359 million.
Group assets are located mainly in Russian Federation.
Number of ordinary shares
authorised and issued (shares)

Number of treasury shares (shares)

Number of ordinary shares
outstanding (shares)

31 December 2014

1,110 616,299

(53,716 189)

1,056 900,110

2015

31 December 2015

1,110 616,299

(53,716 189)

1,056 900,110

External sales

Passenger traffic

Other

Inter-segment sales elimination

Total Group

412,174

2,999

-

415,173

Inter-segment sales

All issued shares are fully paid. The total number of unissued ordinary shares is 250,000,000 shares (31 December 2014:
250,000,000 shares) with a par value of RUB 1 per share (31 December 2014: RUB 1 per share).

As at 31 December 2015, treasury shares were held by wholly-owned subsidiaries of the Group:

LLC Partner (“Partner”)
Total number of treasury shares

(13,588)

-

412,174

16,587

(13,588)

415,173

Operating profit

42,953

1,196

(42)

44,107

Finance income

Ordinary shareholders are entitled to one vote per share.

Aeroflot Finance

13,588

Total revenue

15,811

Finance costs

(37,715)

Hedging result

(23,746)

Share of results of associates

31 December 2015 (shares)

31 December 2014 (shares)

53,716 189

53,714 098

-

2,091

53,716 189

53,716 189

(1,560)

Income tax

(4,934)

Loss for the year

(6,494)

31 December 2015
Segment assets*
Investments in associates

These ordinary shares carry voting rights in the same proportion as other ordinary shares. Voting rights of ordinary shares of
the Company held by the entity within the Group are effectively controlled by management of the Group.
The Company’s shares are listed on the Moscow Exchange; as at 31 December 2015 and 31 December 2014, they were traded
at RUB 56.1 per share and RUB 31.8 per share, respectively.
The Company launched Global Depositary Receipts (GDRs) programme in December 2000. From January 2014 one GDR equates
5 ordinary shares. As at 31 December 2015 and 31 December 2014 the GDRs were traded on the Frankfurt stock exchange at
EUR 3.410 per GDR and EUR 2.639 per GDR, respectively.

(17)

Loss before income tax

295,141

9,523

(13,698)

290,966

-

109

-

109

Unallocated assets

24,119

Total assets
Segment liabilities*
Unallocated liabilities

315,194
351,056

5,269

(5,211)

351,114

444

33

(277)

200

Total liabilities

351,314

2015
Capital expenditures and PP&E additions (Note 19)
Depreciation (Note 19)

10,349

408

12,127

284

10,757
-

12,411

32. DIVIDENDS
2014

At the annual shareholders’ meeting held on 22 June 2015 it was resolved not to declare and pay dividends for 2014.
At the annual shareholders’ meeting held on 27 June 2014 the shareholders approved dividends in respect of 2013 in the
amount of RUB 2,4984 per share totaling to RUB 2,774 million for the Company’s total declared and placed shares including
treasury stock. All dividends are declared and paid in Russian Roubles.

External sales
Inter-segment sales
Total revenue

317,850

1,921

-

319,771

2

11,645

(11,647)

-

317,852

13,566

(11,647)

319,771

* include assets held for sale and liabilities related to assets held for sale (Note 20).
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Passenger traffic

Other

Inter-segment sales elimination

Total Group

11,225

344

(301)

11,268

Operating profit
Finance income

2,471

Finance costs

(28,399)

Hedging result

Strategic Report
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(16,352)

(794)

Loss for the year

(17,146)

31 December 2014
Segment assets
Investments in associates

262,661

8,568

(12,860)

258,369

-

140

-

140

Unallocated assets

Note

Loans and receivables

Available-for-sale
financial assets

Financial assets at fair value
through profit or loss

Total

12

30,693

-

-

30,693

5,916

1

-

5,917

Financial receivables

14

31,722

-

-

31,722

Aircraft lease security deposits

13

4,790

-

-

4,790

Derivative financial instruments

23

-

-

53

53

Long-term financial investments

16

-

6,118

-

6,118

Cash and cash equivalents

291,267

4,165

(4,413)

291,019
204

Total liabilities

291,223

2014

Depreciation (Notes 19)

Total financial assets

168

-

-

168

73,289

6,119

53

79,461

Note

Liabilities at fair value through profit
or loss

Derivative financial
instruments (hedging)

Other financial liabilities

Total

Derivative financial instruments

23

-

4,853

-

4,853

Financial payables

24

-

-

38,793

38,793

Finance lease liabilities

27

-

-

164,524

164,524

68,460

68,460

277,718

Unallocated liabilities

Capital expenditures and PP&E additions (Note 19)

Other non-current assets

19,209

Total assets

Segment liabilities

Appendixes

Financial assets and liabilities are classified by measurement categories as at 31 December 2015 as follows:

Short-term financial investments
Income tax

Corporate Governance

BY MEASUREMENT CATEGORY
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Loss before income tax
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34. PRESENTATION OF FINANCIAL INSTRUMENTS

(1,723)

Share of results of associates

Corporate Social Responsibility

39,951

622

-

40,573

11,118

222

-

11,340

Loans and borrowings

28

Other non-current liabilities

29

-

-

286

286

Liabilities for guarantees issued

26

-

-

1,517

1,517

-

4,853

273,580

278,433

Total financial liabilities

Expenses of the Group mainly relate to passenger flights services.
Financial assets and liabilities are classified by measurement categories as at 31 December 2014 as follows:
2015

2014

Passenger revenue:
Cash and cash equivalents

International flights from the RF to:
10,098

8,184

Europe

42,563

33,691

8,992

7,012

26,651

17,352

9,934

7,934

98,238

74,173

CIS

9,480

7,881

Europe

42,615

34,292

Asia
North America
Total passenger revenue from flights from the RF

Asia
North America
Total passenger revenue from flights to the RF

Other international flights
Total passenger traffic revenue
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Assets at fair value
through profit or loss

Derivative financial
instruments (hedging)

Total

12

26,547

-

-

-

26,547

960

1

-

-

961

14

30,270

-

-

-

30,270

Aircraft lease security deposits

13

2,431

-

-

-

2,431

Derivative financial instruments

23

-

-

529

36

565

Long-term financial investments

16

Other non-current assets
Total financial assets

9,366

7,148

28,289

18,074

9,907

7,921

99,657

75,316

145,378

-

6,115

-

-

6,115

186

-

-

-

186

60,394

6,116

529

36

67,075

Other financial liabilities

Total

Note

Liabilities at fair value
through profit or loss

Derivative financial
instruments (hedging)

Derivative financial instruments

23

(12,360)

(18,791)

-

(31,151)

Financial payables

24

-

-

(33,039)

(33,039)

Finance lease liabilities

27

-

-

(149,278)

(149,278)

Loans and borrowings

28

-

-

(24,203)

(24,203)

Other non-current liabilities

29

(546)

(546)

(207,066)

(238,217)

Total financial liabilities
Domestic flights

Available-for-sale
financial assets

Financial receivables

International flights to the RF from:

Middle East and Africa

Loans and receivables

Short-term financial investments

CIS

Middle East and Africa

Note

(12,360)

(18,791)

104,009

155

115

343,428

253,613
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35. RISKS CONNECTED WITH FINANCIAL INSTRUMENTS

Currency risk

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.

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.

Liquidity risk

The Groups analyses the exchange rate trends on a regular basis. To hedge the risk of negative changes in the exchange rates
the Group entered into financial derivative contracts with a number of Russian banks.

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.
The following are the Group’s financial liabilities as at 31 December 2015 and 31 December 2014 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:
Average interest rate
31 December 2015

Effective rate

0–12 months

1–2 years

2–5 years

Over 5 years

Total

5.5%

5.5%

47,456

-

-

-

47,456

13.4%

13.4%

5,345

9,393

6,953

-

21,691

Bonds denominated in roubles

8.3%

8.3%

5,206

-

-

-

5,206

Finance lease liabilities

2.7%

2.8%

Loans and borrowings in roubles

The Group’s exposure to foreign currency risk was as follows based on notional amounts of financial instruments:
31 December 2015
In millions of Russian Roubles

Note

Cash and cash equivalents

US Dollar

12

Financial receivables

Contractual
rate

Loans and borrowings in foreign currency

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 27).

Financial payables
Derivative financial instruments
Liabilities for guarantees issued
Total future payments, including future interest payments

23,841

24,235

66,228

70,426

184,730

38,793

-

-

-

38,793

4,761

-

-

-

Aircraft lease security deposits
Derivative financial instruments

23

Other assets
Total assets
Financial payables

Euro

Other
currency

Total

2,167

449

1,793

4,409

7,626

778

1,350

9,754

18,560

4,062

4,502

27,124

21,820

3,618

3,560

28,998

4,504

-

-

4,504

2,408

-

-

2,408

53

-

-

53

529

36

-

565

94

71

3

168

66

52

68

186

25,378

4,582

6,298

36,258

32,449

4,484

4,978

41,911

13,691

5,419

2,071

21,181

9,444

4,085

785

14,314

-

-

164,519

146,436

-

-

146,436

4,761

Short-term loans and borrowings and current
portion of long-term loans and borrowings

28

45,792

-

-

45,792

11,563

-

-

11,563

-

-

-

-

360

-

-

360

1,517

-

-

-

1,517

Long-term loans and borrowings

28

126,919

33,628

73,181

70,426

304,154

Derivative financial instruments

23

Total (liabilities)/assets, net

Effective rate

0–12 months

1–2 years

2–5 years

Over 5 years

Total

Loans and borrowings in foreign currency

5.3%

5.3%

11,798

366

-

-

12,164

Loans and borrowings in roubles

11.8%

11.8%

6,511

194

1,635

-

8,340

Bonds denominated in roubles

8.3%

8.3%

517

5,102

-

-

5,619

Finance lease liabilities

2.9%

3.0%

21,103

21,045

56,193

72,144

170,485

Financial payables

33,039

-

-

-

33,039

Derivative financial instruments

28,852

4,085

-

-

32,937

101,820

30,792

57,828

72,144

262,584

As of 31 December 2015 net short-term liabilities of the Group amounted to RUB 44,775 million (31 December 2014: net shortterm liabilities in the amount of RUB 42,923 million). Loss for 2015 amounted to RUB 6,494 million (2014: loss in the amount
of RUB 17,146 million). Financial result for 2015 was materially affected by foreign exchange differences which are related
to decrease of exchange rate of Russian rouble to US Dollar and revaluation of derivative financial instruments (Note 10).
In 2015 cash flows from operating activities were positive and amounted to RUB 69,664 million (2014: RUB 35,977 million).
The treasury function of the Group provides flexibility of financing through available credit lines. As at 31 December 2015,
the Group was able to attract RUB 36,840 million of cash (31 December 2014: RUB 21,562 million) available under credit
lines granted by various lending institutions. Additionally for the improvement of liquidity the management is planning to
increase operational effectiveness of the Group and further increase of cash flows from operating activities.
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US Dollar

164,519

Average interest rate

220

Total

27

Contractual
rate

Total future payments, including future interest payments

31 December 2014

Other
currency

Finance lease liabilities

-

4,853

-

4,853

17,325

4,839

-

22,164

224,002

10,272

2,071

236,345

185,128

8,924

785

194,837

(198,624)

(5,690)

4,227

(200,087)

(152,679)

(4,440)

4,193

(152,926)

Total liabilities
31 December 2014

Euro

The Group also expects that payments of Euro 126 million related to the cross-currency interest rate swap with a fixed
interest rate disclosed in Note 23, will be made in March 2016. Strengthening or weakening of listed below currencies against
rouble as at 31 December 2015 and 31 December 2014, would change profit after tax by the amounts shown below. This
analysis assumes that all other variables, in particular interest rates, remain constant:
31 December 2015

31 December 2014

Percent of change in rate of
currency versus rouble

Effect on loss after tax
((increase)/ decrease)

Percent of change in rate of
currency versus rouble

Effect on loss after tax ((increase)/
decrease)

US Dollar

50%

(13,642)

50%

(55,491)

Euro

50%

(335)

50%

145

Other currencies

50%

1,691

50%

1,677

US Dollar

50%

13,642

50%

55,941

Euro

50%

335

50%

(145)

Other currencies

50%

(1,691)

50%

(1,677)

Increase in the rate of currency
versus rouble:

Decrease in the rate of currency
versus rouble:
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As of 31 December 2015 the effect on the Group’s equity would be RUB 79,450 million considering immaterial effect from
change in exchange rates of other currencies.

Strategic Report

Business Overview

Corporate Social Responsibility

Financial review

Corporate Governance

Appendixes

Net debt is defined as total debt less cash, cash equivalents and short-term financial investments.
Total capital consists of equity attributable to the Company’s shareholders and net debt.

Interest rate risk

EBITDA is calculated as operating profit before depreciation, amortization and custom duties expenses.
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 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 finance 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.
As at 31 December 2015 and 31 December 2014, the interest rate profiles of the Group’s interest-bearing financial instruments
were:

The ratios are as follows:
As at and for the year ended
31 December 2015

As at and for the year ended
31 December 2014

Total debt

233,729

174,309

Cash and cash equivalents and short-term financial investments

(36,610)

(27,508)

197,119

146,801

Net debt
Equity attributable to shareholders of the Company

Carrying amount
31 December 2015

31 December 2014

17,767

3,582

Fixed rate financial instruments:
Financial assets

(3,631)

171,596

143,170

EBITDA

58,703

24,840

Net debt/Total capital

Financial liabilities

(34,266)

(38,112)

Total fixed rate financial instruments

(16,499)

(34,530)

(198,137)

(135,225)

Variable rate financial instruments:
Variable rate financial liabilities

(25,523)

Total capital

1.1

1.0

Total debt/EBITDA

4.0

7.0

Net debt/EBITDA

3.4

5.9

These ratios are analysed by Group’s management over time without any limitations.
There were no changes in the Group’s approach to capital management in 2015 and 2014.

As at 31 December 2015 and 31 December 2014 the Group had loans and finance lease with variable interest rates. If the
variable part of interest rates on loans as at 31 December 2015 and 31 December 2014 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 (2014: would not have changed significantly).

Aircraft fuel price risk

Neither the Group nor any of its subsidiaries are subject to externally imposed capital requirements in 2015 and 2014, except
for minimal share capital according to the legislation.

Credit risk
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

The results of the Group’s operations are significantly impacted by changes in the price of aircraft fuel. In 2012, 2013 and
2014 the Group entered into agreements with a number of Russian banks to hedge a portion of its fuel costs from potential
future price increases.

cash and cash equivalents, financial receivables and investments in securities.

Given as at 31 December 2015 the deals were closed due to ensuing of the period of performance change in value of
underlying asset as at the reporting date would not have any significant impact of financial results and equity of the Group.
In case as at 31 December 2014 price for Brent crude oil was 50% higher or lower than its actual price, with all other variables
remaining constant (including forecast of crude oil price), the effect of change in crude oil price on the Group’s equity and
result would not be materially different.

(i) 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.

Capital management risk
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.
The Group manages its capital in comparison with rivals in the airline industry on the basis of the following ratios:
• net debt to total capital,
• total debt to EBITDA, and
• net debt to EBITDA.

The Group conducts transactions with the following major types of counterparties:

(ii) Receivables from other airlines and agencies are carried out through the IATA clearing house. Regular settlements ensure
that the exposure to credit risk is mitigated to the greatest extent possible.
(iii) 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.
As at 31 December 2015 the total amount of investments into securities was RUB 6,063 million (31 December 2014: RUB 6,062
million), major part of financial receivables amounted to RUB 15,079 million relates to receivables regulated by clearing
house (31 December 2014: RUB 17,314 million).

Total debt consists of short-term and long-term borrowings (including the current portion), finance lease liabilities, custom
duties payable on imported leased aircraft and defined benefit pension obligation.
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Financial receivables (Note 14)
Short-term financial investments

31 December 2015

31 December 2014

30,626

26,477

31,722

30,270

5,917

961

Long-term financial investments (Note 16)

6,118

6,115

Aircraft lease security deposits (Note 13)

4,790

2,431

168

186

79,341

66,440

31 December 2015

31 December 2014

- less than 90 days overdue

30

58

- 91 days to 2 years overdue

-

32

30

90

Other non-current assets
Total financial assets exposed to credit risk
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37. REL ATED PARTIES TRANSACTIONS

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

Cash and cash equivalents (excluding petty cash) (Note 12)

Strategic Report

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 2015 and 31 December 2014, the outstanding balances with related parties and income and expense
items with related parties for the years ended 31 December 2015 and 31 December 2014 were disclosed below:

Associates

Analysis by credit quality of financial receivables is as follows:
Past due but not impaired

As at 31 December 2015 and 31 December 2014, the outstanding balances with associates and income and expense items
with associates for the years ended 31 December 2015 and 31 December 2014 were as follows:

Accounts receivable
Total past due but not impaired receivables

As at 31 December 2015 a large portion of the cash as well as long-term financial investments of the Group was placed in
one bank with long-term credit rating BBB (as at 31 December 2014: two banks with long-term credit rating BBB and B) and
invested in one company (as at 31 December 2014: one company), respectively, which causes the credit risk concentration
for the Group.

Sales to associates
Purchase from associates

Fair value is the amount at which a financial instrument can be exchanged in a current transaction between willing parties,
other than in a forced sale or liquidation. The best evidence of the fair value is an active quoted market price of a financial
instrument.

Government-related entities

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 used depend on the credit risk of the counterparty. Carrying amounts of financial
receivables (Note 14), lease security deposits (Note 13) and loans issued (Note 16) approximate their fair values, which belong
to Level 2 in the fair value hierarchy. Cash and cash equivalents belong to level 1 and are carried at amortised cost which is
approximately equal to their fair value.
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 2015 and 31 December 2014, the fair values of financial payables (Note 24), finance lease liabilities (Note
27), loans, borrowings and bonds (Note 28) were not materially different from their carrying amounts. The fair values of
financial payables, finance lease liabilities and loans and borrowings are categorised as Levels 2, while bonds are categorised
as Level 1 in the fair value hierarchy.
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1

111

140

2015

2014

Transactions

Purchases from associates consist primarily of aviation security services.

Financial instruments carried at fair value. This category includes only derivative financial instruments disclosed in Note 23.

1

The amounts outstanding to and from related parties will be settled mainly in cash.

36. FAIR VALUE OF FINANCIAL INSTRUMENTS

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, judgement is necessarily required to interpret market
data to determine the estimated fair value. Management uses all available market information in estimating the fair value
of financial instruments.

31 December 2014

Liabilities
Accounts payable and accrued liabilities

Credit risk concentration

31 December 2015
Assets

25

19

1,469

1,372

As at 31 December 2015 and 31 December 2014, the Government of the RF represented by the Federal Agency for Management
of State Property owned 51.17% of the Company. The Group operates in an economic environment where the entities are
directly or indirectly controlled by the Government of the RF through its government authorities, agencies, associations and
other organizations, collectively referred to as government-related entities.
The Group decided to apply the exemption from disclosure of individually insignificant transactions and balances with the
state and its related parties because the Russian government has control, joint control or significant influence over such
parties.
The Group has transactions with government-related entities, including but not limited to the following transactions:
• banking services,
• transactions with derivative financial instruments,
• investments in OJSC MASH,
• finance and operating lease,
• guarantees on liabilities,
• purchase of air navigation and airport services, and
• Government subsidies including those provided for compensating the losses from passenger flights under two government
programmes, i.e. flights to and from European Russia for inhabitants of Kaliningrad region and Far East.
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Outstanding balances of derivative financial instruments and cash at current rouble and foreign currency accounts in the
government-related banks:
31 December 2015

31 December 2014

8,060

15,781

53

529

PJSC Sberbank of Russia

-

(9,887)

PJSC VTB

-

(4,613)
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In 2015, expenses related to the bonus programmes were RUB 205 million and were recorded within staff costs and other
financial costs in the Group’s consolidated statement of profit or loss (2014: RUB 566 million). As at 31 December 2015,
outstanding liability under these plans was RUB 452 million (as at 31 December 2014 it was RUB 247 million).

Cross shareholding

Assets
Cash and cash equivalents
Derivative financial instruments
PJSC Sberbank of Russia
Liabilities
Derivative financial instruments

The amounts of the Group’s finance lease liabilities are disclosed in Note 27. The share of liabilities to the governmentrelated entities is approximately 3% for finance lease (31 December 2014: 12%). The share of the government-related entities
in the amount of the future minimum lease payments under non-cancellable operating leases agreements (note 38) is
approximately 6% (31 December 2014: 7%). The share of interest expenses on finance lease is approximately 30% and 1% for
operating lease expenses (2014: 30% and 2%, respectively).
For the year ended 31 December 2015 the share of the Group’s transactions with government-related entities was less than
10% of operating costs, and less than 3% of revenue (2014: less than 12% and less than 3%, respectively). These expenses
primarily include costs of air navigation and aircraft maintenance services in the government-related airports and also
supplies of fuel by government-related entities.
As at 31 December 2015 the Group issued guarantees for the amount of RUB 627 million to a government-related entity to
secure obligations under tender procedures (31 December 2014: RUB 398 million).
As at 31 December 2015 the government or government-related entities owned non-controlling interest of particular
subsidiaries of the Group amounted to RUB 4,623 million (31 December 2014: RUB 3,862 million).
Transactions with the state also include taxes, levies and customs duties settlements and charges which are disclosed in
Notes 7, 8, 9, 11, 14, 17, 24 and 29.

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 compensation, amounted to RUB 748 million
(2014: RUB 953 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.

Bonus programmes for key management based on the Company’s capitalisation
In 2013, the Group approved bonus programmes for the Group’s key management personnel and members of the Company’s
Board of Directors. These programmes run for three years and are exercised in three tranches of cash payments. The amounts
of payments depend both on the absolute increase in the Company’s capitalisation and the Company’s capitalisation growth
rates against its peers based on the results of the reporting year. The fair value of the liabilities under the bonus programmes
was determined based on the Company’s capitalisation growth in 2015.
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As at 31 December 2015 Aeroflot-Finance, 100%-owned subsidiary of the Group, owned 53,716,189 ordinary shares of the
Company (31 December 2014: Aeroflot-Finance and Partner, 100%-owned subsidiaries of the Group, owned 53,714,098 ordinary
shares and 2,091 ordinary shares of the Company, respectively) (Note 31).

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 operating
and finance lease.

Litigations
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.

38. COMMITMENTS UNDER OPERATING LEASES
Future minimum lease payments under non-cancellable aircraft and other operating lease agreements with third and related
parties (Note 37) are as follows:

On demand or within 1 year

31 December 2015

31 December 2014

57,356

42,694

Later than 1 year and not later than 5 years

202,376

179,654

Later than 5 years

219,353

209,804

479,085

432,152

Total operating lease commitments

The amounts above represent base rentals payable. Maintenance fees payable to the lessor, based on actual flight hours, and
other usage variables are not included in the amounts.
The aircraft that the Group has operated under operating lease agreements as at 31 December 2015 are listed in Note 1.
The Group received aircraft under operating lease agreements for the term of 2 to 16 years. The agreements are extendable.
The Group entered into a number of agreements with Russian banks under which the banks guarantee the payment of the
Group’s liabilities under existing aircraft lease agreements.

39. CAPITAL COMMITMENTS
As at 31 December 2015, the Group entered into agreements on acquisition of property, plant and equipment with third
parties for the total of RUB 958,048 million (31 December 2014: RUB 776,579 million). These commitments mainly relate to 3
Boeing B777 (31 December 2014: 6), 22 Boeing B787 (31 December 2014: 22), 22 Airbus A350 (31 December 2014: 22) and 62
Airbus A320/321 (31 December 2014: 62) aircraft. The Group plans to use the mentioned aircraft under operating or finance
lease agreements, thus does not expect cash outflow under the corresponding agreements.
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40. CONTINGENCIES
Operating Environment of the Group
The Russian Federation displays certain characteristics of an emerging market. Its economy is particularly sensitive to oil and
gas prices. The legal, tax and regulatory frameworks continue to develop and are subject to frequent changes and varying
interpretations. During 2015 the Russian economy was negatively impacted by low oil prices, ongoing political tension in the
region and continuing international sanctions against certain Russian companies and individuals, all of which contributed to
the country’s economic recession characterised by a decline in gross domestic product. The financial markets continue to be
volatile and are characterised by frequent significant price movements and increased trading spreads. Russia’s credit rating
was downgraded to below investment grade. 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.
The Group continues to monitor the situation and executes set of measures to minimize influence of possible risks on
operating activity of the Group and its financial position.
The Group’s operations are primarily located in the RF. Consequently, the Group is exposed to the risk of the economic and
financial markets of the RF which display characteristics of an emerging market. The legal and tax frameworks continue
development, but are subject to varying interpretations and frequent changes which together with other legal and fiscal
impediments contribute to the challenges faced by entities operating in the RF. The consolidated financial statements
reflect assessment of the Group’s management of the impact of the Russian business environment on the operations and the
financial position of the Group. The future business situation may differ from management’s current expectations.
In October 2015, the Company’s Board of Directors approved the use of funds of PJSC Aeroflot and LLC Aeroflot-Finance to
finance the OJSC Transaero’s operating activities until its air operator’s certificate is cancelled, loans and guarantees issue,
carriage of passengers on the Group’s flights. In the end of October 2015, the Group obtained temporary access to 56 air
routes of OJSC Transaero Airlines.

Tax contingencies
The taxation system in the RF 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 RF suggest that the tax authorities are taking a more tough stance in their interpretation and enforcement of tax
legislation.

impossible to reliably assess the potential outcome of any disputes with tax authorities over compliance with the beneficial
ownership confirmation requirements, however they 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). 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), provided that the transaction price
is not arm’s length. Management has implemented internal controls to be in compliance with this transfer pricing legislation.
Tax liabilities arising from transactions between 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 challenge cannot be reliably estimated; however, it may be significant to the financial position and/or
the overall operations 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 2015 and 31 December 2014 management estimates that the Group has
no possible obligations from exposure to other than remote tax risks. The risks represent estimates arising from uncertainties
in the interpretation of Russian tax legislation and related requirements for documentation. Management will vigorously
defend the Group’s positions and interpretations that were applied in calculating taxes recognised in these consolidated
financial statements, if these are challenged by the tax authorities.

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 operating
and finance lease.

Litigations
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.

These circumstances may create tax risks in the RF 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 financial
statements, if the authorities were successful in enforcing their interpretations, could be significant.
Since 1 July 2015, the Russian Government has decided to decrease VAT on domestic passenger and luggage carriage by air to
10% for two years. This is aimed at improving the financial and economic position of the airlines providing domestic services.
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 coefficients: 2 for 2015, 1.84 for 2016.
Since 1 January 2015, the Russian Tax Code has been supplemented with the framework of beneficial ownership to the
income paid from the RF (beneficial ownership framework) for the purposes of applying tax benefits under the Double Tax
Treaties (DTT). Given the ambiguity of the new rules application procedure and absence of any practice to that effect, it is
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MAIN SUBSIDIARIES AND AFFILIATES
A S O F 31 DECE M B E R 2015
Full and
abbreviated name

Interest

Joint Stock
Company Rossiya
Airlines
JSC Rossiya
Airlines

75% (minus
1 share)

Joint Stock
Company Aurora
Airlines
JSC Aurora
Airlines

51.0132

Open Joint
Stock Company
Vladivostok Air*
OJSC Vladivostok
Air

Objectives

Form

Amount of interest
(as of 31 December
2015), RUB

Consolidate aviation
assets to create an
efficient company,
Russia's national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

689,173

Consolidate aviation
assets to create an
efficient company,
Russia’s national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

24,293

52.16

Consolidate aviation
assets to create an
efficient company,
Russia’s national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

274,122,792

Joint Stock
Company
Orenburg Airlines
JSC Orenburg
Airlines

100

Consolidate aviation
assets to create an
efficient company,
Russia’s national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

665,503,000

Joint Stock
Company
DONAVIA
JSC DONAVIA

100

Consolidate aviation
assets to create an
efficient company,
Russia’s national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

Limited Liability
Company Pobeda
Airlines
LLC Pobeda
Airlines

100

Consolidate aviation
assets to create an
efficient company,
Russia’s national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

participatory
interest

328,863,260

1,200,000,000

Core business
as defined in the
Charter

Revenue
in 2015,
RUB’000

Profit (loss) in
2015, RUB’000

Dividends
received in
2015, RUB

Domestic and
international
air transport of
passengers, baggage,
cargo and mail and
provision of aviation
services, including
services for
passengers and
baggage

38,754,501

817,745

-

Commercial air
passenger and cargo
services on domestic
and international
routes and other
aviation services

14,165,758

453,703

-

Air transportation of
passengers, baggage,
mail and cargo
on domestic and
international routes

In liquidation

Domestic and
international
commercial air
services

22,765,853

506,396

Domestic and
international
commercial air
services

11,086,633

467,844

-

Air transportation of
passengers, baggage,
cargo and mail on
international and
domestic routes on a
commercial
basis in accordance
with the
requirements of the
Air Code and other
civil aviation laws and
regulations of the
Russian Federation,
Company regulations
and duly issued
licenses for air routes

11,029,661

37,234

-

Full and
abbreviated name

Interest

Objectives

Form

Amount of interest
(as of 31 December
2015), RUB

Core business
as defined in the
Charter

Revenue
in 2015,
RUB’000

Profit (loss) in
2015, RUB’000

Dividends
received in
2015, RUB

Joint Stock
Company
Sherotel
JSC Sherotel

100

Consolidate aviation
assets to create an
efficient company,
Russia's national
carrier built around
PJSC Aeroflot, by
implementing best
corporate governance
standards

shares

882,812,539

Building, equipping
and renovating hotel
facilities, office &
hotel complexes,
offices and ancillary
buildings;
hydrocarbon
processing; operation
of hotel facilities,
office & hotel
complexes and
offices

1,718,693

-181,506

-

Joint Stock
Company with
Limited Liability
ALT Reiseburo
A/S

100

Provide travel and
related services (sale
of air tickets, visa
support)

shares

452,915

Travel arrangements,
including
arrangements for
group travel, on a
travel agency basis,
and related retail
services

105,104

-2,365

-

99.9999

Implement
investment projects
for PJSC Aeroflot
(examples include
acquisition
of shares in PJSC
Aeroflot from the
National Reserve
Bank and acquisition
of
shares from Rosavia)

participatory
interest

5,729,228,886

Information and
advisory services
concerning the
issuance and
circulation of
securities; collecting
and providing
information about
the state of the
securities market and
financial market for
interested individuals
and entities

0

418,584

-

Closed Joint
Stock Company
Aeromar,
CJSC Aeromar

51

Supply in-flight
meals, cleaning
services and cabin
preparation onboard
aircraft
operated by PJSC
Aeroflot and its
subsidiary and
affiliated airlines at
the lowest
regulated rates

shares

28,050

Production and
supply of food and
beverages for service
on-board aircraft;
supply of various
other services to
Russian and foreign
airlines, including
other catering
services, such
as preparing and
delivering food
orders to
businesses and
organisations

14,031,367

854,207

-

Limited Liability
Company
Transnautic Aero
GmbH

49

Cargo sales agent in
Germany. Currently
in the process of
bankruptcy

participatory
interest

105,154

Marketing and taking
orders for air freight
delivery worldwide
using the capacities
of Aeroflot and other
airlines
providing air cargo
services, as well as
assisting in building
structures for air
cargo operations in
Russia and
other CIS countries
and all related
operations

Limited Liability
Company
Aeroflot-Finance
LLC AeroflotFinance

-

Undergoing bankruptcy

* PJSC Aeroflot holds a stake in JSC Vladivostok Air via JSC Aurora Airlines.
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MA JOR TR ANSACTIONS
Full and
abbreviated name

Interest

Joint Stock
Company
AeroMASH –
Aviation Security,
JSC AeroMASH –
AB

45

Objectives

Form

Amount of interest
(as of 31 December
2015), RUB

Ensure aviation
security at airports,
particularly at
PJSC Aeroflot’s
base airport
(Sheremetyevo)

shares

45,000

Core business
as defined in the
Charter

Revenue
in 2015,
RUB’000

Profit (loss) in
2015, RUB’000

Dividends
received in
2015, RUB

Pre-flight screening
of passengers,
civil aircraft crew
members, service
personnel, carry-on
items, baggage,
freight, mail and
catering supplies

2,716,224.00

53,338.00

13,585.00

Aircraft, passenger
and cargo handling

22,911,143.00

-7,860,387.00

-

Joint Stock
Company
Sheremetyevo
International
Airport, JSC
MASH

8.96

Base airport for PJSC
Aeroflot

shares

2,259,687,350

Public Joint
Stock Company
Transport
Clearing
House
JSC TCH

3.85

Provide professional
services for
settlements between
agents and airlines

shares

50,000

Organising,
conducting and
improving revenue
settlements for
the carriage of
passengers, baggage,
mail and
cargo, their insurance
and other services
between settlement
system participants

2,283,114.00

1,190,068.00

44,549,90

-

Provide training for
flight personnel and
aviation specialists.
A strategic asset, set
up to meet the needs
of Aeroflot and other
airlines for
qualified specialists

Founder’s
contribution

1,339

Professional training,
advanced training
and retraining of civil
aviation and travel
industry specialists
to meet
the specific needs
of national and
regional bodies
and organisations
(institutions,
businesses), as well
as entities
with other forms
of ownership and
individuals

277,428.00

19,940.00

Not applicable

Private
Professional
Educational
Organisation
“Aeroflot Aviation
School”
Aeroflot Aviation
School
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Parties

Subject matter of transaction

Price

Period

Governing body that
adopted the resolution

PJSC Aeroflot and JSC
Rossiya Airlines

Commercial management of JSC Rossiya Airlines flight
loads by PJSC Aeroflot under the code-share/seat block
agreement based on the commuter (regional) transport
model (including pricing and sale of tickets for such
flights)

Up to RUB 47
billion (forty- seven
billion roubles)

1 November 2015 – 31
October 2016

General Meeting of
Shareholders of PJSC
Aeroflot, Minutes No.37
dated 22 June 2015
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INTERESTED PART Y TR ANSACTIONS
Counterparty

Subject matter of transaction

Price

Period

Interested persons

Basis of interest

Governing body
that adopted the
resolution

Counterparty

Subject matter of transaction

Price

Period

Interested persons

Basis of interest

Governing body
that adopted the
resolution

JSC Orenburg
Airlines

Commercial management of
JSC Orenburg Airlines flight
loads by
PJSC Aeroflot under the codeshare/seat block agreement

RUB 2,505,440 000

1 January
2015 – 31
March 2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Orenburg
Airlines

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

Board of Directors,
Minutes No.9
dated 19 January
2015

JSC Orenburg
Airlines

Loan granted by PJSC Aeroflot
to
JSC Orenburg Airlines

RUB 1,000,000,000

Up to 3
(three) years
from the
disbursement
of the first
part of the
loan

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Orenburg
Airlines

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

Board of Directors,
Minutes No. 12
dated 25 February
2015

JSC Sherotel

Hotel accommodation for
PJSC Aeroflot employees

Up to RUB
1,019,309,950

1 January
2015 – 31
December
2016

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Sherotel;
V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Sherotel

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

Board of Directors,
Minutes No.9
dated 19 January
2015

Aeroflot Aviation
School

Services during practical
training on aircraft

Up to RUB
3,000,000

10 February
2015 - 1
March 2016

I.P. Chalik, a member
of the Board
of Trustees
of the Aeroflot
Aviation School,
is a member of the
Executive Board
of PJSC Aeroflot

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

Board of Directors,
Minutes No. 13
dated 4 March
2015

JSC Rossiya
Airlines

Loan granted by PJSC Aeroflot
to JSC Rossiya Airlines

RUB 2,300,000,000

Up to 1 (one)
year from the
disbursement
of the loan or
the first part
of it

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

Board of Directors,
Minutes No.9
dated 19 January
2015

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

Board of Directors,
Minutes No.14
dated 19 March
2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC DONAVIA;
V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors of
JSC DONAVIA

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member
of the Board of
Directors of JSC
Rossiya Airlines;
R.V. Pakhomov,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Rossiya
Airlines

JSC Orenburg
Airlines

Technical support for PJSC
Aeroflot aircraft at Orenburg
Airport

Up to RUB
30,000,000

1 July 2015 – 1
July 2020

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

Board of Directors,
Minutes No.9
dated 19 January
2015

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

Board of Directors,
Minutes No.16
dated 14 May 2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of Aurora Airlines;
V.N. Antonov,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of Aurora Airlines

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of Orenburg Airlines

JSC Orenburg
Airlines

Representation (agency)
services for
JSC Orenburg Airlines

Up to RUB
8,201,000

1 April 2015 –
31 December
2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of Orenburg Airlines

Board of Directors,
Minutes No.16
dated 14 May 2015

D.P. Saprykin,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC MASH

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

Board of Directors,
Minutes No.9
dated 19 January
2015

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

JSC DONAVIA

JSC Aurora
Airlines

JSC MASH
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Technical support services
for aircraft at Sheremetyevo
Airport

Medical services to air crew
members of PJSC Aeroflot

Real property lease
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RUB 1,000,000

Up to RUB 350,000

USD 3,070.30

1 January
2015 – 31
December
2016

1 January
2015 – 31
December
2015

1 November
2014 – 30
September
2015

235

Aeroflot Group Profile

Strategic Report

Business Overview

Counterparty

Subject matter of transaction

Price

Period

Interested persons

Basis of interest

Governing body
that adopted the
resolution

Counterparty

Subject matter of transaction

Price

JSC Rossiya
Airlines

Representation (agency)
services for
JSC Rossiya Airlines

Up to RUB
55,020,000

1 April 2015 –
31 December
2015

V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Rossiya
Airlines

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

Board of Directors,
Minutes No.16
dated 14 May 2015

LLC Pobeda
Airlines

Transfer of exclusive rights
to corporate identity to LLC
Pobeda Airlines

RUB 31,500,000

JSC Aurora
Airlines

Representation (agency)
services for
JSC Aurora Airlines

Up to RUB
22,161,000

1 May 2015 –
31 December
2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Aurora
Airlines;
V.N. Antonov,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Aurora
Airlines

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

Board of Directors,
Minutes No.16
dated 14 May 2015

JSC Orenburg
Airlines

Representation (agency)
services for
JSC Orenburg Airlines

RUB 8,201,000

JSC Orenburg
Airlines

Suretyship provided by PJSC
Aeroflot for Public Joint Stock
Company Sberbank of Russia
(PJSC Sberbank) to secure its
overdraft facility

The majority
of members of the
Executive Board
of PJSC Aeroflot
are members of the
Board of Directors
of LLC Pobeda
Airlines

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

Board of Directors,
Minutes No.16
dated 14 May 2015

JSC Sherotel

D.P. Saprykin, a
member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of CJSC Aeromar;
V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of CJSC Aeromar

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

Annual General
Meeting of
Shareholders,
Minutes No.37
dated 25June 2015

D.P. Saprykin,
a member of the
Board of Directors
and Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of Aurora Airlines;
V.N. Antonov,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Aurora
Airlines;

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

Board of Directors,
Minutes No.1 dated
31 July 2015

LLC Pobeda
Airlines

CJSC Aeromar

JSC Aurora
Airlines
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to corporate identity to JSC
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Up to RUB
100,000,000

Up to RUB
1,578,566,217

RUB 49,665,000

1 April 2015 –
31 December
2015

1 July 2015 –
30 June 2016
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Interested persons

Basis of interest

Governing body
that adopted the
resolution

The majority
of members of the
Executive Board
of PJSC Aeroflot
are members of the
Board of Directors
of LLC Pobeda
Airlines

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

Board of Directors,
Minutes No.1 dated
31 July 2015

Until 31
December
2015

V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Orenburg
Airlines

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

Board of Directors,
Minutes No.1 dated
31 July 2015

Up to RUB
686,900,000

12 months
from the
date of the
Credit Facility
Agreement

V.Ya. Zingman,
a member of the
Executive Board
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC Orenburg
Airlines

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

Board of Directors,
Minutes No.2
dated 3 September
2015

Services for PJSC Aeroflot
passengers in luxury lounges
at
Sheremetyevo and Pulkovo
Airports

Up to RUB
900,000,000

1 January
2016 – 31
December
2016

N.B. Altukhov,
a member of the
Board of Directors
of JSC Sherotel,
is a member of the
Executive Board
of PJSC Aeroflot,
V.Ya. Zingman,
a member of the
Board of Directors
of JSC Sherotel,
is a member of the
Executive Board
of PJSC Aeroflot

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

Board of Directors,
Minutes No.6
dated 20
November 2015

JSC MASH

Ground handling services for
PJSC Aeroflot aircraft

RUB 1,300,000

1 September
2015 - 31
August 2018

D.P. Saprykin,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC MASH

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

Board of Directors,
Minutes No.6
dated 20November
2015

JSC MASH

Provision of aircraft parking
stands to PJSC Aeroflot at
Sheremetyevo Airport

Up to RUB
115,000,000

1 September
2015 – 31
August 2018

D.P. Saprykin,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC MASH

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

Board of Directors,
Minutes No.6
dated 20November
2015

237

Aeroflot Group Profile

Counterparty

Subject matter of transaction

Price

Period

Interested persons

Basis of interest

Governing body
that adopted the
resolution

JSC MASH

Services for PJSC Aeroflot
passengers in luxury lounges
at
Sheremetyevo Airport

Up to RUB
600,000,000

1 September
2015 – 31
August 2018

D.P. Saprykin,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC MASH

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

Board of Directors,
Minutes No.6
dated 20
November 2015

JSC MASH

Airport services at
Sheremetyevo Airport

Up to RUB
4,500,000,000

1 September
2015 – 31
August 2018

D.P. Saprykin,
a member of the
Board of Directors
of PJSC Aeroflot,
is a member of the
Board of Directors
of JSC MASH

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

Board of Directors,
Minutes No.6
dated 20
November 2015

LLC Pobeda
Airlines

Technical support for LLC
Pobeda Airlines aircraft

RUB 30,000,000

31 December
2015 – 31
December
2017

The majority
of members of the
Executive Board
of PJSC Aeroflot
are members of the
Board of Directors
of LLC Pobeda
Airlines

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

Board of Directors,
Minutes No.6
dated 20
November 2015
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TR ANSACTIONS BY MEMBERS
OF PJSC AEROFLOT EXECUTI VE BODIES
Full name

Position

Transaction type
(purchase/sale)

Date

Amount

Equity interest, %

Kirill Igorevich
Bogdanov

Deputy General Director for
Information Technology, member
of the Executive Board

Purchase

17 September 2015

185,800

0.0167%

Kirill Igorevich
Bogdanov

Deputy General Director for
Information Technology, member
of the Executive Board

Sale

23 December 2015

185,800

0.0167%
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RESULTS OF EXECUTION OF PRESIDENTIAL AND
GOVERNMENTAL INSTRUCTIONS AND DIRECTI VES
No

Document type, date, number

1

Ensure the transparency of financial and business activities
(Federal Law No. 273-FZ dated 25 December 2008 «On Combating Corruption”, Russian Presidential Decree No. 309 dated 2 April 2013 on measures to implement
certain provisions of the Federal Law “On Combating Corruption”, 2014-2015 National Anticorruption Plan approved by Russian Presidential Decree No. 226 dated 11
April 2014)

1.1

Instruction of Director of the Public Service and
Personnel Department of the Government of the
Russian Federation A.A. Soroko No. P17-9104 dated
26 February 2015
(Incoming Ref. No. 1601 dated 2 March 2015)

Submit information about own income, expenses,
property and liabilities and those of the spouse and
minor children for 2014 to the Public Service and
Personnel Department of the Government of the
Russian Federation by 30 April 2015.

Information was submitted within the prescribed time
limit.

Russian Government Resolution No.10 dated 9
January 2014
(Incoming Ref. No. 158 dated 13 January 2014)

The procedure for notification by certain categories
of persons of receipt of a gift related to their
official position or duties, valuation, surrender, sale
(buyout) of the gift and crediting of proceeds from
the sale.

Instruction of the Prime Minister of the Russian
Federation No. DM-P17-3229 dated 5 May 2014
(Incoming Ref. No. 3465 dated 8 May 2014)

A request to ensure the implementation of the
2014-2015 National Anticorruption Plan approved
by Russian Presidential Decree No. 226 dated 11
April 2014

Instruction of Deputy Prime Minister of the Russian
Federation D.O. Rogozin RD-P17-7398 dated 1
October 2014
(Incoming Ref. No. 7589 dated 6 October 2014)

In pursuance of paragraph 2 item “c” of the 20142015 National Anticorruption Plan, by 1 August
2015:
2. The organisations set up to accomplish tasks
specified by the Russian Government (according
to the list) shall ensure that regulations pursuant
to section III of the attached list are developed
and adopted and shall send information to the
Government of the Russian Federation.

Is being executed.
Supplementary agreements imposing an obligation
to comply with the prohibitions and restrictions
and perform the duties prescribed by the laws and
regulations of the Russian Federation to combat
corruption have been concluded with Aeroflot officials.
On 15 November 2013, the Executive Board approved the
Code of Corporate Conduct, which contains provisions
on combating corruption and preventing and resolving
conflicts of interest in Sections 10 and 11.
Order of the CEO No. 54 dated 11 February 2015
approved the 2015 Anticorruption Plan, under which the
following was developed and approved:
Procedure for notifying management of attempts to
engage employees in corrupt acts (Order No. 218 dated
2 July 2015);
List of positions held by employees under an
employment contract which are subject to prohibitions,
restrictions and duties set forth in the Federal Law “On
Combating Corruption” and other federal laws (Order
No. 236 dated 17 July 205);
Procedure for notifying the employer of any personal
interest that leads or may lead to a conflict of interest
(Order No. 250 dated 31 July 2015);
Procedure for notification by employees of receipt of a
gift in connection with hospitality events, business trips
and other official events, in which they participate by
virtue of their official position or duties, procedure for
surrender, valuation and buyout of the gift and crediting
proceeds from the sale (buyout) (Order No. 78 dated 17
March 2016).
On 21 December 2015, the Board of Directors approved
the following (Minutes No 8):
Aeroflot Group Anticorruption Policy;
Regulations on the Board of Directors (Audit Committee
of the Board of Directors) Confidential Whistle-Blowing
System “Hotline”.
Information about the progress in the implementation of
Instruction of the Government of the Russian Federation
No RD-P17-7398 dated 1 October 2014 was sent to
Director of the Public Service and Personnel Department
of the Government of the Russian Federation A.A.
Soroko (Outgoing Ref. No. 12-1180 dated 2 September
2015).

1.2

1.3

1.4

1.5

1.6
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Instruction of Director of the Public Service and
Personnel Department of the Government of the
Russian Federation A.A. Soroko No. PI7-40813 dated
19 August 2015
(Incoming Ref. No. 6753 dated 21 August 2015)

Article 92 of Federal Law No. 208-FZ dated 26
December 1995 “On Joint-Stock Companies”.
Chapter VIII of Order of the Federal Service for
Financial Markets of Russia No. 11-46/pz-n dated 4
October 2011 «On approval of the disclosure policy
by issuers of equity securities”.
Order of the Russian Ministry of Economic
Development No. 208 dated 11 May 2011 “On
approval of information disclosure by state owned
joint-stock companies and state (municipal) unitary
enterprises”
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Brief description of assignment

Take necessary measures to implement Instruction
of the Government of the Russian Federation No.
RD-P17-7398 dated 1 October 2014 adopted in
pursuance of paragraph 2 item “c” of the 20142015 National Anticorruption Plan regarding
submission of information on developed and
adopted anticorruption regulations to the Russian
Government.

Obligation to disclose information to the extent and
in accordance with the procedure set forth by the
federal executive body for the securities market.
Information disclosure requirements for joint-stock
companies included in the forecast privatization
plan.

Execution

Is being executed.
The regulations on information communication
through the interdepartmental portal for state property
management have been approved by the Board of
Directors (Minutes No. 11 dated 4 April 2012).
Reports on communications with shareholders and the
investment community are presented to the Board of
Directors on a quarterly basis.
The company fully complies with disclosure
requirements set by Russian legislation. In particular,
all information is disclosed on the webpage and in news
bulletins of PJSC Aeroflot.
Procedure for submission of information and disclosure
of material facts relating to the Company and the
Company’s insider information was approved by Order
No. 80 dated 5 March 2015.
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Brief description of assignment

Execution

1.7

Paragraph 7 subparagraph 2 of minutes of a meeting
held by First Deputy Prime Minister of the Russian
Federation I.I. Shuvalov No. ISH-P13-98pr dated
3 October 2013

Publish resolutions of the board of directors not
treated as a trade secret

Is being executed in accordance with disclosure
requirements of legislation in force in the Russian
Federation
Board of Directors minutes are posted in the Company’s
account on the interdepartmental portal for state
property management.

2

Russian Government Order No. 867-r dated 29 May 2013 “On approval of the action plan (“road map”) titled “Expanding access for small and medium-sized businesses
to procurement conducted by infrastructure monopolies and companies with state participation” (the “Plan”), Order of the Russian Ministry of Economic Development
No. 3552 dated 21 June 2013 “On the organisation of work to implement the action plan (“road map”) titled “Expanding access for small and medium-sized businesses to
procurement conducted by infrastructure monopolies and companies with state participation”

2.1

Directives of the Government of the Russian
Federation No. 6362p-P13 dated 24 October 2014
(Incoming Ref. No. 9085 dated December 9, 2013)

Ensure the efficiency of the customer’s interaction
with small and medium-sized businesses (“SMBs”),
including as regards procurement of innovative
products:
• create a consultative body responsible for public
audit of procurement effectiveness;

Executed.
A consultative body has been set up (Order No. 188 dated 19
June 2014), its members have been approved by Directive No.
242/U dated 18 December 2014.

• develop Regulations on the Consultative Body,

Executed.
Regulations on the Consultative Body have been
developed (RI-GD-227, annex to Order No. 188 dated 19
June 2014).

• ensure control over the efficiency of the

In progress.
Planned to be completed in Q1 2016.
At its meeting on 17 December 2015, the Executive Board
considered the item entitled “Implementation of the draft
regulations on the procedure and rules for implementing
innovative solutions” and as part of it approved for
implementation a project to create a “single window”
system. Project charter and technical documentation
began to be developed.

• ensure maximum transparency of the activities

Is being executed.
Information about activities of the consultative body,
including minutes of its meetings, is published in the
relevant section at http://www.aeroflot.ru/cms/
content/soveshchatelnyi-organ

• form a special section in the Annual Report on

Executed.
A special section in the Annual Report has been formed.

ensure the transparency of its activities;

customer’s “single window» system to
implement innovative products and results
of research, development and technological
work carried out by SMBs and ensure mutual
technology transfer;

of the consultative body responsible for public
audit of procurement effectiveness;

the efficiency of procurement from small and
medium-sized businesses;

• develop, with the participation of the consultative In progress.
body’s representatives, approve and put into
effect regulations on procedures and rules
for implementing innovative solutions in the
customer’s activities;

Draft regulations on the procedure and rules for
implementing innovative solutions (the “Regulations”)
have been developed and heard at a meeting of the
consultative body (Minutes No. 2 dated 17 March 2015),
where critical remarks were made. These remarks were
considered at the meeting of the Executive Board on
17 December 2015, and it was decided to modify the
draft regulations. The draft regulations are currently
undergoing an internal approval process. Planned
implementation time: Q1 2016.

• make amendments to the customer’s

In progress.
Draft amendments to the regulations on procurement of
goods, works and services have been developed and are
currently undergoing an internal approval process.
Planned implementation time: Q2 2016.

• develop and introduce a KPI for customer’s

Executed.

• include in the KPI system for management a

Executed.

procurement regulations or other administrative
documents with respect to procurement limited
to SMBs, stipulating:
–– the right of SMBs to select the terms of the
bid security;
–– that the bid security provided by SMBs shall
be returned to them within 7 business days;
–– the customer’s obligations relating to the time
limit for entering into a contract with SMBs
(20 business days maximum);
–– the customer’s obligations relating to the time
limit for payment for work done (10 business
days maximum);
–– that the claims under contracts with SMBs
may be assigned to financial institutions;
management measuring the share of
procurement from SMBs, including innovative
products;
labour productivity indicator, which should grow
by at least 5 percent per annum until the industry
average for foreign peers is achieved in 2018;
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4

Strategy development and updating, efficiency, long-term planning

4.1

List of Instructions of the President of the Russian
Federation No. Pr-3086 dated 27 December 2013;
Instruction of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 4955p-P13 dated
17 July 2014

5

On the development (updating) of innovative development programmes

5.1

Minutes of a meeting of the Presidium of the
Presidential Council for Russia’s Economic
Modernization and Innovative Development No. 2
dated 17 April 2015 (section II, item a), paragraph 2)
(Incoming Ref. No. 3907 dated 14 May 2015)

On the need to update (develop) and approve
innovative development programmes of stateowned companies, taking into account the
Methodological Guidelines (appendix to the
minutes)

In progress.
An Action Plan for updating the Aeroflot Group
Innovative Development Programme has been
developed and approved (No. 52/Pl dated 6 August
2015).
According to the Plan:
the charter of the research project “Updating of the
Aeroflot Group Innovative Development Programme”
(the “IDP”) has been developed, a tender for selecting a
contractor has been prepared and held.
Based on the tender results, a contract was signed with
the Moscow State Technical University of Civil Aviation
to develop an updated IDP.
On November 26 2015, the Board of Directors (Minutes
No. 7) approved Regulations on the procedure for
development and implementation of the Innovative
Development Programme.

5.2

Procedure for updating (developing) innovative
development programmes of state-owned
companies in 2015-2016 approved by Prime Minister
of the Russian Federation D.A. Medvedev No. DMP36-7563 dated 7 November 2015
(Incoming Ref. No. 9879 dated 7 July 2015)

1. A key performance indicator for innovative
activities of 20-25 percent shall be included
in motivational key performance indicators
for management of the specified entities by 31
December 2015 and shall be taken into account in
determining the remuneration for management of
these entities starting from 2016.
2. Entities with state participation shall submit draft
innovative development programmes to federal
executive authorities for approval in accordance
with the Regulations by 1 April 2016.

Executed.
This indicator is included in the list of key performance
indicators for the CEO for 2016 (Minutes of the Board of
Directors No. 9 dated 24 December 2015).
Information about execution of the Instruction was sent
to the Russian Ministry of Transport (Ref. No. 05-7 dated
11 January 2016)

• include in the KPI system for management

Executed.

Ensure the efficiency of the customer’s interaction
with SMBs, including as regards procurement of
innovative products:
Increase the share of e-procurement and open
competitive procurement processes in relation to
the total annual volume to the extent and by the
time provided for in item 7 of the Road Map:

Being executed taking into account the Company’s
business specifics

• the share of e-procurement and open

Established by the KPI achievement target for 2015

• the share of e-procurement and open

Planned to be achieved in 2016.

• the share of e-procurement and open

Planned to be achieved in 2017.

• the share of e-procurement and open

Planned to be achieved in 2018.

competitive procurement processes in 2017
should be at least 60 percent;
competitive procurement processes in 2018
should be at least 70 percent;

• The customer's procurement regulations or other In progress.
administrative documents shall be amended
(when approving specifics of procurement from
SMBs) by separate documents stipulating that
at least 20 percent of the annual procurement
of standard products that can be replaced with
innovative products developed by SMBs should
be allocated annually to innovative products.

Draft amendments to the Regulations on procurement of
goods, works and services have been developed and are
currently undergoing an internal approval process.
Planned implementation time: Q2 2016.

Develop a pilot programme of partnership with SMB
associations

Executed.
The pilot programme of the Company’s partnership with
SMBs was developed and approved by CEO Order No.
408 dated 25 November 2015.

Prepare proposals for simplifying the procurement
procedure for SMBs.

In progress.

Develop a methodology for determining the
life cycle of products, works and services to be
procured.

The methodology for determining the life cycle of
products, works and services to be procured (the
“Methodology”) was approved by CEO Order No. 321
dated 28 September 2015 after receiving a positive
opinion of the auditor, Higher School of Economics (No.
6.18.1-19/1706-06 dated 17 June 2015).

Develop and introduce criteria for evaluating
and comparing bids based on the “life cycle cost
of a product or work” for innovative, high-tech
or technically sophisticated products in the
procurement processes.

Being executed according to the approved Methodology.

Ensure that annual procurement of innovative,
hi-tech or technically sophisticated products is
conducted using the criterion “life cycle cost of a
product or work”

Being executed according to the approved Methodology.

3

Russian Presidential Decree No. 287 dated 5 June 2015 “On measures to further develop small and medium-sized businesses”

3.1

Russian Government Order No. 2258-r dated 6
October 2015, Russian Government Resolution No.
1169 dated 29 October 2015

Assessment of draft plans for procurement
of goods, works and services, draft plans for
procurement of innovative, high-technology and
pharmaceutical products, and draft amendments to
such plans for compliance with Russian legislative
requirements regarding participation of small
and medium-sized businesses in procurement,
conducted by JSC Federal Corporation for
Development of Small and Medium-Sized
Businesses prior to their approval

Is being executed.
Draft plan No. 2150141859 was published in the unified
information system on 30 December 2015 (notice No.
P2150141859001).
According to the report of JSC Corporation SMB No.
OZS-31/2015 dated 30 December 2015, the draft plan
meets Russian legislative requirements.

Brief description of assignment

Corporate Governance

Executed.

competitive procurement processes in 2016
should be at least 50 percent;
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Financial review

Execution

competitive procurement processes in 2015
should be at least 45 percent;
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• amend the customer’s documents relating to

an indicator of environmental friendliness of
products made and work performed to be set at
a level not lower than that of foreign peers

Directives of the Government of the Russian
Federation No. 7377p-P13 dated 7 December 2013
(Incoming Ref. No. 486 dated 27 January 2014)

Business Overview

Brief description of assignment
the generation of relevant statistics and include
in the KPI system for management an energy
savings indicator with a target to achieve at
least 5 percent energy savings annually until the
industry average for foreign peers is achieved
in 2018;

2.2

Strategic Report

Ensure that a long-term development programme
(the “LTDP”) is approved, develop a programme
audit procedure:
- ensure that the LTDP is developed and approved;
- ensure that implementation of the LTDP is audited
and a related audit standard is approved;
- ensure that amendments are made to the
regulations on the remuneration of the sole
executive body

Execution

Executed.
The Aeroflot Group Strategy (of long-term development)
through 2025 was approved by the decision of the Board
of Directors dated 2 December 2014 (Minutes No. 8);
A standard for auditing implementation of the Aeroflot
Group LTDP and Statement of Work for the audit were
developed and approved by the Board of Directors
decision dated 29 January 2015 (Minutes No. 10).

In progress.

6

Paragraph 2 of List of Instructions of the President of the Russian Federation No. Pr-3013 dated 27 December 2014,
Instructions of the Russian Government No. ISH-P13-1818 dated 23 April 2015 and No. ISH-P13-4148 dated 24 June 2015

6.1

Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 3984p-P13
dated 24 June 2015
(Incoming Ref. No. 5471 dated 7 July 2015)

1. Ensure that the following internal documents
of the company are developed and implemented
by 16 November 2015 in accordance with the
methodological guidelines approved by the Russian
Government in pursuance of Instruction No. Pr3013:
Regulations on improvement of investment and
operating efficiency and cost reduction;

Regulations on improvement of investment and
operating efficiency and cost reduction were approved
by the Board of Directors decision dated 21 December
2015 (Minutes No. 8);

• Internal audit regulations;

Internal Audit Regulations of Aeroflot Group were
approved by the Board of Directors decision dated 1
October 2015 (Minutes No. 4);

• Regulations of the quality management system;

A revised Operational Quality Manual was approved by
the Board of Directors decision dated 10 October 2015
(Minutes No. 4);

• Regulations on the risk management system;

Regulations on the Risk Management System of Aeroflot
Group were approved by the Board of Directors decision
dated 26 November 2015 (Minutes No. 7);

• Regulations on the procedure for development

Regulations on the procedure for development and
implementation of the Innovative Development
Programme were approved by the Board of Directors
decision dated 26 November 2015 (Minutes No. 7);

and implementation of innovative development
programmes
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Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 5024p-P13
dated 31 July 2015 (Incoming Ref. No. 96/KI dated
24 August 2015)

Business Overview
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2. Submit a report on the implementation of
these directives as well as information about
implementation of guidelines on key performance
indicators (KPIs) No. 2579p-P3 dated 25 April
2014 and on long-term development programmes
(LTDPs) No. 4955p-P13 dated 17 July 2014,
approval and implementation of the LTDP and the
KPI Regulations in the Company to the Federal
Agency for State Property Management by 30
November 2015.

Executed.
The CEO’s key performance indicators (KPIs) for
2015 were approved by the Board of Directors on
23 April 2015. Information about implementation of
directives was sent to the Russian Ministry of Economic
Development and the Federal Agency for State Property
Management (Outgoing Ref. No. 1-1544 dated 20
November 2015 and Outgoing Ref. No. 04-1595 dated 30
November 2015).
PJSC Aeroflot KPI Policy for 2015 approved by the
Board of Directors decision dated 29 October 2015.

8

Paragraph 5 of List of Instructions of the President of the Russian Federation No. Pr-1474 dated 5 July 2013, paragraph 1 subparagraph 5 of List of Instructions of the
President of the Russian Federation No. Pr-2821 dated 5 December 2014, paragraph 5 of Instruction of the Government of the Russian Federation No. DM-P13-9024
dated 8 December 2014

8.1

Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 2579p-P13 dated
25 April 2014 (Incoming Ref. No. 4212 dated 3 June
2014)

Paragraph 1. Approve s sponsorship and charity
budget and regulations on the procedure for
establishing and using the sponsorship and
charity fund within 10 days after methodological
recommendations for the development of
regulations on the procedure for establishing
and using the sponsorship and charity fund are
approved by the Russian Ministry of Economic
Development.

Executed.
The budget was approved by the Board of Directors on
26 November 2015 (Minutes No. 7), the charity expense
item is included in the approved budget.
Regulations on the procedure for establishing and
using the charity fund and regulations on the procedure
for establishing and using the sponsorship fund were
approved by the Board of Directors decision dated 28
January 2016 (Minutes No. 10).

Paragraph 2. Modify the structure of the Company’s
annual report by adding information about
areas and amounts of sponsorship and charity
contributions made by the Company, its subsidiaries
and affiliates during the reporting period (starting
from reporting for the 2015-2016 corporate year).

Executed.

Paragraph 3. The Company and its subsidiaries
and affiliates shall submit reports on the utilization
of the sponsorship and charity fund through
the interdepartmental portal for state property
management on a quarterly basis (by the 15th day of
the month following the reporting quarter, starting
from reporting for Q4 2015).

Is being executed.
Information about the entity’s sponsorship and charity
activities will be provided at least every six months
(paragraph 2.5 of the methodological recommendations
for the development of regulations on the procedure
for establishing and using sponsorship and charity
funds approved by the Russian Ministry of Economic
Development).

8.2

Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 2303p-P13 dated
16 April 2015 (Incoming Ref. No. 3244 dated 16 April
2015)
(Incoming Ref. No. 3576 dated 24 April 2015)

Include the following information in the Annual
Report:
1. Information about the existence of a development
strategy in the JSC.
2. Information about the existence of a long-term
development programme in the JSC.
3. Information about changes in the development
strategy and the LTDP compared to the previous
year.
4. Information about the existence of other
programmes in the JSC (including investment,
innovative and other programmes) as part of the
development strategy and the LTDP.
5. Information about the existence of an approved
programme for disposal of non-core assets in the
JSC.
6. Information about whether or not the JSC has
an auditor’s report on implementation of the LTDP,
date and number of the auditors’ report, main
conclusions of the auditor.
7. Information about the existence of an approved
system of key performance indicators in the JSC.
8. Brief description of the risks faced by the JSC and
its risk management activities.
9. Description of the principles and approaches to
organisation of the risk management and internal
control system, information about the internal audit
function.
II. Approval of the Annual Report, provided that it
has been prepared based on the audited financial
statements for the reporting and previous years
III. Incorporation into the Annual Report of
information about basic internal regulations that
served as the basis for the preparation of the current
Annual Report, including key internal regulations
governing the internal audit function and operation
of the RM&IC system.

Executed.
The 2014 Annual Report was prepared taking into
account consideration the relevant directives, was
approved by the Board of Directors decision dated 23
April 2015 (Minutes No. 15) and was approved by the
General Meeting of Shareholders on 22 June 2015.

9.

Brief description of assignment

Corporate Governance

Brief description of assignment

Paragraph 3 of List of Instructions of the President of the Russian Federation based on the results of a meeting dedicated
to improvement of performance of state-owned companies No. Pr-3013 dated 27 December 2014
Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 2007p-P13
dated 6 April 2015 (Incoming Ref. No. 2720 dated 7
April 2015)
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Execution

Ensure that state corporations, state and unitary
enterprises and business entities in which the
Russian Federation and a constituent entity of the
Russian Federation hold a total stake exceeding
50% adopt key performance indicators to evaluate
the work of management;
approve regulations on the Company’s key
performance indicators;

Executed.

approve key performance indicators to evaluate the
work of management, which have to be taken into
account in making employee compensation and
personnel decisions.

Target KPIs for the CEO are approved by decisions of the
Board of Directors on an annual basis.

Make decisions intended to ensure that:
a set of measures (list of activities) aimed at
achieving at least a 2-3 percent reduction in
operating expenditures annually (hereinafter
referred to as the “OPEX reduction indicator”) is
developed and target indicator for these activities
are determined;
the list of activities and their indicators, as well as
the OPEX reduction indicator, starting from its level
in 2015, are included in the long-term development
programme of the Company;

Is being executed.
The list of activities and target indicators for these
activities were prepared and approved by the Strategy
Committee of the Board of Directors on 27 January
2016 and by the Executive Board on 12 February 2016
for including in the updated LTDP of Aeroflot Group
for 2015-2020. The updated LTDP of Aeroflot Group is
scheduled to be approved by the Board of Directors.

target OPEX reduction indicators are included in the
list of key performance indicators for management,
which have to be taken into account in making
employee compensation and personnel decisions,
and also that the Company’s management
remuneration is linked to the achievement of the
OPEX reduction indicator;

Executed.

the employment agreement (contract) with the
sole executive body of the Company is amended
to include an obligation to achieve the OPEX
reduction indicator set in the Company’s long-term
development programme.

The current employment agreement with the Company’s
sole body includes an obligation to achieve the OPEX
reduction indicator set in the Company’s long-term
development programme and provides for fulfilment of
approved KPIs.

Target KPIs for the CEO for 2014 were approved by the
Board of Directors decision dated 16 December 2013
(Minutes No. 11).

Information is posted in the Company’s account
on the interdepartmental portal for state property
management.
PJSC Aeroflot KPI Policy for 2015 approved by the
Board of Directors decision dated 29 October 2015.

Paragraph 6 of the Action Plan (road map) to implement the Code of Corporate Governance approved by Instruction of the Government of the Russian Federation No.
ISH-P13-5859 dated 31 July 2014, Russian Government Directives No. 5667-P13 dated 2 September 2014
Directives of Deputy Prime Minister of the Russian
Federation A.V. Dvorkovich No. 1109p-P1З dated 26
February 2015
(Incoming Ref. No. 1783 dated 10 March 2015)

On approval of the action plan (road map) to
implement to the Code of Corporate Governance

Executed.
The action plan (road map) to improve corporate
governance practices was approved by the Board of
Directors decision dated 19 March 2015 (Minutes No. 14)

10.

Paragraph 1 of List of Instructions of the President of the Russian Federation No. Pr-1032 dated 7 May 2014, paragraph 4 of the schedule for establishing unified
treasuries approved by Instruction of the Government of the Russian Federation No. ISH-P13-321 dated 26 January 2015

10.1

Directives of the First Deputy Prime Minister of the
Russian Government I.I. Shuvalov No. 5110p-P13
dated 8 August 2014
(Incoming Ref. No. 6568 dated 28 August 2014)

Ensure the operation of the unified treasury of the
company, its subsidiaries and affiliates providing the
centralized management of financial flows of the
group of companies, minimisation of financial risks
and operating expenses, and maximisation of the
return on investment of available resources.
The company’s board of directors shall ensure that:
• the structure of the unified treasury of the
company, its subsidiaries and affiliates (the
“group”) providing the centralized management
of financial flows of the group, minimisation
of financial risks and operating expenses, and
maximisation of the return on investment of
available resources, and internal documents of
the group regulating operation of the Treasury
and a financial flow management system are
developed and approved.

The matter was considered at the meeting of the Board
of Directors (Minutes No. 5 dated 25 September 2014)
Conducting an annual analysis of the results of
establishing the unified treasury of Aeroflot Group was
approved by the Board of Directors decision dated 23
April 2015 (Minutes No. 15).
The establishment of the unified treasury of Aeroflot
Group was approved by the Board of Directors decision
dated 3 September 2015 (Minutes No. 2).
Regulations on the Unified Treasury were approved on
29 May 2015 (RI-04-078 No. 151/I).
Regulations on implementation of the key treasury
functions as part of operation of the Unified Treasury
were approved on 29 May 2015 (RI-04-079 No. 152/I).
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10.2

Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 1796p-P13 dated
26 March 2015 (Incoming Ref. No. 2566 dated 2
April 2015)

1. Conduct an annual analysis of the results of
establishing the unified treasury of the Company, its
subsidiaries and affiliates.
2. Submit a report on the results of conducted
analysis to the Russian Ministry of Finance and the
Federal Financial Monitoring Service on an annual
basis by September 15, starting from 2015.

Is being executed.
The results are analysed in accordance with the Board of
Directors decision dated 23 April 2015 (Minutes No. 15).
The report was sent to the Russian Ministry of Finance
and the Federal Financial Monitoring Service within
the prescribed time limit (Ref. No. 403-2812 dated 15
September 2015)

14

Implementation of recommendations for managing the rights to the results of intellectual activity (paragraph 34 of the Action Plan to implement the Socio-Economic
Development Strategy of the Central Federal District through 2012 approved by Russian Government Order No. 2564-r dated 27 December 2012, Instruction of the First
Deputy Prime Minister of the Russian Federation No. IS-P8-800 dated 4 February 2014)

14.1

Instruction of the Federal Agency for State Property
Management No. 11/9288 dated 7 March 2014
(Incoming Ref. No. 2092 dated 21 March 2014)

Consideration of the item entitled “On the feasibility
of applying recommendations for managing the
rights to the results of intellectual activity” at a
meeting of the Board of Directors

The item was considered at the meeting of the Board of
Directors on 27 March 2014 (Minutes No. 16, paragraph
8.2)
The Executive Board was tasked with developing and
approving basic provisions regarding management of the
rights to the RIA and the Action Plan to implement them.
Information is posted in the Company’s account
on the interdepartmental portal for state property
management.

14.2

Recommendations of the Federal Agency for
State Property Management dated 13 March 2014
concerning management of the rights to the results
of intellectual activity (RIA) in organisations

Develop and approve basic provisions regarding
management of the rights to the RIA and the
Action Plan to implement them, taking into account
recommendations of the Federal Agency for
State Property Management and the Company’s
innovative development programme;
Designate and official to be responsible for efficient
operation of the system for managing the rights to
the RIA and implementation of basic provisions and
the Action Plan

In progress.
Draft regulations on the management of the rights to the
RIA were approved by the Executive Board (Minutes No.
6 dated 27 February 2015, No. 31 dated 17 December
2015).
The responsibility for implementation of the Regulations
on the management of the rights to the RIA is vested in
Deputy General Director for Customer Service.
The draft regulations on the management of the rights
to the RIA are currently undergoing an internal approval
process.

15

Measures to support air passenger transport in the Russian Federation

11

Paragraph 1 sub-paragraph 4 of List of Instructions of the President of the Russian Federation No. Pr-2821 dated 5 December 2014,
paragraph 4 of Instruction of the Government of the Russian Federation No. AD-P9-9176 dated 8 December 2014
Directives of the First Deputy Prime Minister of the
Russian Federation I.I. Shuvalov No. 1346p-P13 dated
5 March 2015 (Incoming Ref. No. 2247 dated 23
March 2015)

12

Paragraph 2 item «c” of Russian Presidential
Decree No. 596 dated 7 May 2012 “On Long-Term
Government Economic Policy”

The boards of directors need to:
analyse assets of joint-stock companies for
separating non-core assets, where appropriate;
ensure that a programme for disposal of NCAs is
considered and decided on (approved);
In addition: NCAs have to be not only disposed of,
but also removed from the sphere of influence of
joint-stock companies.
NCAs can also include interests in subsidiaries and
affiliates not used in core business.

Executed.

Amendments to the updated long-term development
programme of Aeroflot Group were approved by the
Board of Directors decision dated 28 May 2015 (Minutes
No. 18).

Minutes of a meeting held by the Prime Minister of
the Russian Federation D.A. Medvedev No. DM-P918pr dated 24 February 2015
(Incoming Ref. No. 1775 dated 10 March 2015)

The programme for disposal of NCAs was approved by
the Board of Directors on 26 July 2012 (Minutes No. 1).
Information is posted in the Company’s account
on the interdepartmental portal for state property
management.

Russian Government Order No. 1250-r dated 9 July 2014, paragraph 6 section 2 of the action plan, subparagraphs 6.2, 6.3, 6.4 paragraph 6 section 2 of the Action Plan
to ensure labour productivity, create and modernise highly productive jobs, approved by Russian Government Order No. 91-r dated 23 January 2003
Directives of the Government of the Russian
Federation No. 7389r-P13 dated 31 October 2014
(Incoming Ref. No. 8844 dated 24 November 2014)
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Executed.

Programme for disposal of non-core assets (NCAs)
Paragraph 1 item “k” of Instruction of the President
of the Russian Federation No. Pr-3668 dated 6
December 2011.

13

Ensure that by the end of Q1 2015:
a set of measures aimed at a planned and phased
replacement of procurement of foreign products
(works, services) with procurement of Russian
products (works, services) equivalent in terms of
technical characteristics and consumer properties
used in the implementation of investment projects
and current activities, based on principles of
economic feasibility and technological feasibility, is
developed;
the list of activities and their indicators are
included in the company’s long-term development
programme

2015 ANNUAL REPORT

Consideration of an item entitled “Labour
productivity improvement” at meetings of the board
of directors of joint-stock companies by December
2014 and adopting of decisions intended to ensure
that:
a set of labour productivity improvement measures
(list of activities) in the company (the “list of
activities”) is developed and target indicators for
these activities are determined;
of activities, indicators of their implementation,
and values of the labour productivity indicator (the
“LPI”) calculated under the methodology provided
in the Order of Rosstat No. 576 dated 23 September
2014 are included in the company’s long-term
development programme, taking into account
provisions of the Methodological Guidelines on the
Drafting of Long-Term Development Programmes
approved by the Instruction of the Government of
the Russian Federation No. ISH-P13-2583 dated 15
April 2014;
the target LPI is included in the list of key
performance indicators for management that have
to be considered in making employee compensation
and personnel decisions, and the company’s
management remuneration is linked to the
achievement of the LPI;
amendments are made to the employment
agreement (contract) with the company’s sole
executive body to include an obligation to achieve
the LPI values determined in the company’s longterm development programme;

The matter was considered at a meeting of the Board of
Directors (Minutes No. 8 dated 2 December 2014)

the annual federal statistical monitoring form
“Labour productivity in non-financial corporations
with state participation” is completed via the
Company’s account on the interdepartmental portal
for state property management, taking into account
provisions of the Order of Rosstat No. 576 dated 23
September 2014.

Information is published in the Company’s account
on the interdepartmental portal for state property
management.

A list of labour productivity improvement activities was
approved on 19 February 2015 (No. 14/PI).
The Board of Directors (Minutes No. 10 dated 29
January 2015) approved the weights of the KPIs for the
Aeroflot Group LTDP for 2015 (the weight of the labour
productivity indicator, including a blocking indicator
(bonus reduction indicator *) is 15 percent).

Brief description of assignment

Corporate Governance

9. The Russian Ministry of Transport, with the
participation of PJSC Aeroflot, shall consider
the possibility of selling air tickets in a quantity
exceeding the aircraft seating capacity to increase
aircraft load factors with an analysis of mechanisms
for reimbursing non-carried passengers for possible
damage.
10. The Russian Ministry of Transport and the
Ministry of Economic Development, with the
participation of PJSC Aeroflot, shall consider the
possibility of wet leasing-out an aircraft and submit
the relevant proposal to the Russian Government
according to established procedure.
14. The Russian Ministry of Transport, with
the participation of leading Russian airlines,
shall consider limiting the liability of airlines to
passengers in case of flight delays and cancellations
due to weather conditions and submit agreed
proposals to the Russian Government.

Execution

Executed.
The Company’s position was communicated to the
Russian Ministry of Transport (Outgoing Ref. No. 407-89
dated 20 March 2015).

16

On organising the fulfilment of obligations of OJSC TRANSAERO Airlines to transport passengers

16.1

Minutes of the meeting of the Governmental
Committee for Economic Development and
Integration held by the First Deputy Prime Minister
of the Russian Federation I.I. Shuvalov No. 8 dated 1
September 2015
(Incoming Ref. No. 7330 dated 14 September 2015)

6. Recommend that PJSC Sberbank, together with
PJSC Aeroflot, should hold negotiations with credit
institutions that are creditors of OJSC TRANSAERO
Airlines on restructuring the debt of OJSC
TRANSAERO Airlines.

Executed.
Proposals were sent to PJSC Sberbank on 21 August
2015.

16.2

List of Instructions of the President of Russian
Federation V.V. Putin based on the results of the
meeting with members of the Russian Government
No. Pr-2228 dated 28 October 2015 (Incoming Ref.
No. 189/KI dated 30 October 2015)

1. Ensure the fulfilment of the obligations of OJSC
TRANSAERO Airlines to transport passengers
together with PJSC Aeroflot
2. Take measures to employ discharged employees
of OJSC TRANSAERO Airlines

Executed.
Obligations to passengers have been performed in full.
Information about execution of the instruction was sent
to the Russian Ministry of Transport on 18 November
2015.

16.3

Instruction of Deputy Prime Minister of the Russian
Federation A.V. Dvorkovich No. AD-P9-7634
dated 11 November 2015
(Incoming Ref. No. 196/KI dated 13 November 2015)

Execution of paragraph 1 of Instruction of the
President of the Russian Federation V.V. Putin
No. 2228 dated 28 October 2015 based on the
results of a meeting with members of the Russian
Government

Work was carried out, information about employment
of former employees of OJSC TRANSAERO Airlines at
PJSC Aeroflot is submitted to the Federal Labour and
Employment Service on a weekly basis on Thursdays.
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17

Certain assignments given by the Government of the Russian Federation

17.1

Instruction of Deputy Prime Minister of the Russian
Federation A.V. Dvorkovich No. AD-P9-356 dated 24
January 2015
(Incoming Ref. No. 591 dated 30 January 2015)

The Russian Ministry of Transport, the Ministry
of Economic Development, the Ministry for
Development of Russian Far East and the Federal
Air Transport Agency shall, together with PJSC
Aeroflot, Vnesheconombank, OJSC Foundation for
the Development of the Far East and Baikal Region
and major Russian banks, review a submission
from the Head of the Republic of Sakha (Yakutia),
report proposals to the Russian Government and
inform the Head of the Republic of Sakha (Yakutia)
accordingly.

Executed.
Proposals were sent to the Russian Ministry of Transport
(Ref. No. GD-219 dated 19 February 2015)

17.2

Minutes of a meeting held by Deputy Prime Minister
of the Russian Federation O.Yu. Golodets No. OG-P823pr dated 28 January 2014
(Incoming Ref. No. 827 dated 6 February 2015)

6. The Russian Ministry of Education and Science
shall, together with PJSC Aeroflot, address the issue
of transportation of children to the International
Children’s Centre Artek and, in particular, shall
determine routes, dates and number of children’s
groups, and also a fixed fare for proposed routes for
the 2015 summer season.

Executed.
Proposals were sent to the Russian Ministry of Science
and Education
(Outgoing Ref. No. 05-242 dated 26 February 2016, No
407.05-71 dated 11 March 2015)

17.3

Instruction of Deputy Prime Minister of the Russian
Federation D.O. Rogozin No. RD-P7-3820 dated 1
October 2014
(Incoming Ref. No. 4896 dated 17 June 2014)

The Russian Ministry of Transport, the Federal
Agency for Special Construction and the Federal
Space Agency shall, together with PJSC Aeroflot,
discuss resumption of flights to Blagoveshchensk
and report on the agreed decision.

Executed.
The Company’s proposals were sent to the Federal Air
Transport Agency by e-mail on 8 June 2015.

17.4

List of Instructions of the President of the Russian
Federation V.V. Putin based on the results of the
meeting devoted to the development of civil aviation
equipment on 26 March 2015 No. Pr-625 dated 4
April 2015
(Incoming Ref. No. 15/KI dated 7 April 2014)

4. Recommend that OJSC UAC, together with PJSC
Aeroflot, submit proposals according to established
procedure on improving post-sales support for the
Sukhoy Superjet 100 and ensuring smooth supply of
spare parts and components.
Deadline: 1 June 2015

Executed.
Proposals on improving post-sales support for the
SSJ100 were sent to the President of OJSC UAC Yu.B.
Slusar (Outgoing Ref. No. GD-20/KI dated 25 May
2015).
On May 29 2015, a joint list of actions to improve
post-sales support and ensure smooth supply of spare
parts and components for the Sukhoy Superjet 100 was
prepared (Outgoing Ref. No. B/N/1 dated 29 May 2015)

17.5

Instruction of Deputy Prime Minister of the Russian
Federation A.V. Dvorkovich No. AD-P10-5516 dated
13 August 2014
(Incoming Ref. No. 6632 dated 8 August 2015)

3. Companies with state participation shall consider
the possibility of financing certain activities at
the 33rd World Conference of the International
Association of Science Parks and Areas of
Innovation according to the enclosed list of potential
investors and an estimate of the cost of activities.

Executed.
Information about willingness to act as an investor of the
33rd World Conference of the International Association
of Science Parks and Areas of Innovation was sent to
A.V. Dvorkovich (Outgoing Ref. No. GD-1222 dated 9
September 2015).

17.6

Instruction of Deputy Prime Minister of the Russian
Federation D.O. Rogozin No. RD-P2-6902 dated 10
September 2015
(Incoming Ref. No. 165/KI dated 12 October 2015)

Ensure execution of Instruction of the President
of the Russian Federation V.V. Putin No. Pr-2059
dated 5 October 2015 concerning development
of Russian-Venezuelan relations. Submit to the
Russian Government a draft of the first report
for the Russian President by 24 March 2016, and
afterwards every six months.

Executed.
Proposals were sent to the Russian Ministry of Transport
(Outgoing Ref. No. GD-1445 dated 27 October 2015)

18

List of Instructions of the President of the Russian Federation No. Pr-1891 dated 17 September 2015
Instruction of the Prime Minister of the Russian
Federation D.A. Medvedev No. DM-P16-6658 dated
30 September 2014
(Incoming Ref. No. 7929 dated 2 October 2015)
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Brief description of assignment

Execution

Implementation of the list of instructions of the
President of the Russian Federation V.V. Putin
(the “List”) based on the results of the Eastern
Economic Forum:

Is being executed.

Paragraph 1 item “c” of the List: “c) ensure the
expansion of the list of investment projects in the
Far East”

Information about expansion of the list of investment
projects in the Far East was sent to the Russian Ministry
of Finance and the Ministry for Development of Russian
Far East (Outgoing Ref. No. GD-1407 dated 19 October
2015)

a) the deadline for completing selection of
investment projects is 18 January 2016.
Subparagraph three item “f” of the List: “ensure
that financing of the socio-economic development
of the Far East as part of activities carried out by
institutions of development and companies with
state participation, including implementation of
their investment programmes, is given priority”:
ensure that amendments are made to development
plans and investment programmes of organisations
to create separate sections in them (providing for
special activities).

Information that financing of the socio-economic
development of the Far East has been assigned priority
was sent to the Ministry for Development of Russian Far
East (Outgoing Ref. No. 407-469 dated 25 December
2015).

Strategic Report

Business Overview

No

Document type, date, number

19

Preparation for the 2016 Olympic Games and Paralympic Games

19.1

Minutes of the meeting of the Organising Committee
for the Preparation of Russian Athletes for the
Olympic Games and Paralympic Games chaired by
Deputy Prime Minister of the Russian Federation,
Chairman of the Organising Committee for the
Preparation of Russian Athletes for the Olympic
Games and Paralympic Games A.V. Dvorkovich No.
1-pr dated 23 January 2015
(Incoming Ref. No. 880 dated February 10, 2015)

19.2

Minutes of the meeting of the Organising Committee
for the Preparation of Russian Athletes for the
Olympic Games and Paralympic Games chaired by
Deputy Prime Minister of the Russian Federation,
Chairman of the Organising Committee for the
Preparation of Russian Athletes for the Olympic
Games and Paralympic Games A.V. Dvorkovich No.
2-pr dated 16 December 2015
(Incoming Ref. No. 10416 dated 24 December 2015)

Corporate Social Responsibility

Financial review

Brief description of assignment

Corporate Governance

Appendixes

Execution

10. The Russian Ministry of Transport and the
Ministry of Sports shall, together with PJSC Aeroflot
and OJSC RZD, decide on exempting sports
equipment carried by athletes of national teams
from excess baggage charges by 2 March 2015.

Russian sports federations decided to decline subsidies
for sports events.
In this connection, the Russian Ministry of Sports sent a
notice to the Russian Ministry of Transport stating that
it was not possible to conclude agreements for excess
baggage of sports teams (Incoming Ref. No. 727 dated 2
February 2016).

11. The Russian Ministry of Transport shall,
together with the Olympic Committee of Russia,
the Paralympic Committee of Russia, the Russian
Ministry of Sports and PJSC Aeroflot, organise
flights between Moscow and Rio de Janeiro
Moscow to carry the Russian Olympic Team and
the Russian Paralympic Team to the Olympic and
Paralympic Games by 1 June 2015.

Is being executed.
Proposals were sent to the Russian Ministry of Transport
and the Russian Ministry of Sports (Outgoing Ref. No.
GD-57 dated 25 January 2016, No. 09-22 dated 18
January 2016)

Paragraph 6 of section I. The Russian Ministry
of Transport and PJSC Aeroflot shall, together
with the Paralympic Committee of Russia, decide
on organising flights to carry the Paralympic
Delegation to the Paralympic Games and the fare
for these flights by 16 January 2016.

In progress.
The deadline has been extended to 4 April 2016.
(Incoming Ref. No. 1044 dated 12 February 2016)
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COMPLIANCE WITH THE CORPOR ATE
GOVERNANCE CODE
No.

Principles of corporate governance

1.1

The company should ensure fair and equal treatment of all its shareholders in the course of exercise by them of their right to participate in management of the
company

1.1.1.

The company should create for
its shareholders the best possible
conditions for participation in its general
meetings, developing informed positions
on items on the agenda of the general
meeting, coordinating their actions,
and give them opportunities to express
their opinions on the matters under
consideration.

1. The internal document of the company governing
proceedings at the general meetings, approved by the
general meeting of shareholders, is publicly available.
2. The company provides an easy way to communicate
with the company, such as a “hotline”, e-mail or an online
forum, allowing shareholders to express their opinions
and raise questions relating to the agenda in preparing
for a general meeting. These actions were taken by the
company before each general meeting held during the
reporting period.

Observed

The procedure for giving notice of a
general meeting and providing materials
for it should enable the shareholders to
prepare properly for participation in the
meeting.

1. A notice of a general shareholders meeting is posted
(published) on the website no later than 30 days before
the date of the general meeting.
2. The notice of a meeting states the venue of the
meeting and documents required for admission to the
premises.
3. The shareholders were provided with access to
information about persons who proposed items for
the agenda and nominated candidates to the board of
directors and the audit commission of the company.

Observed

During the preparation for and holding
of the general meeting, the shareholders
should be able to freely and timely
obtain information about the meeting
and its materials, to pose questions to
the executive bodies and members of
the board of directors and communicate
with each other.

1. In the reporting period, the shareholders had the
opportunity to ask questions to members of the
executive bodies and the board of directors before and
during the annual general meeting.
2. Positions of the board of directors (including
dissenting opinions recorded in the minutes) on each
item on the agenda of general meetings held during the
reporting period were set out in the materials for the
general shareholders meeting.
3. The company provided access to the list of persons
entitled to participate in a general meeting to the
shareholders who have this right starting from the date
when the company received it in the case of all general
meetings held during the reporting period.

Observed

There should be no unjustified
difficulties preventing shareholders from
exercising their right to demand that a
general meeting be convened, nominate
candidates to the governing bodies and
submit proposals on its agenda.

1. In the reporting period, shareholders were able to
propose items to be included in the agenda of the annual
general meeting during a period of at least 60 days from
the end of the respective calendar year,
2. In the reporting period, the company did not refuse to
include proposals on the agenda or proposed candidates
to the company’s bodies due to typos and other
insignificant flaws in shareholder proposals.

Partially observed

1.1.2

1.1.3

1.1.4

1.1.5
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Each shareholder should be able to
freely exercise his/her right to vote in a
straightforward and convenient way.
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Criteria for assessing compliance with the principle
of corporate governance

An internal document (internal policy) of the company
contains provisions pursuant to which each participant
of the general meeting may request a copy of the ballot
filled out thereby, certified by the counting commission,
until the end of the meeting.

Status of compliance with
the principle of corporate
governance

Observed
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Appendixes

No.

Principles of corporate governance

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

1.1.6

Procedures for holding a general meeting
set by the company should provide equal
opportunity to all persons present at the
meeting to express their opinions and
ask questions that might be on interest
to them.

1. A sufficient time was provided for reports on the
agenda and its discussion at all general shareholders
meetings held in praesentia (joint presence of
shareholders) during the reporting period.
2. Candidates to the company’s governing and
controlling bodies were available to answer questions
from shareholders at the meeting at which their
candidatures were put to the vote.
3. When making decisions related to the preparation
and holding of general shareholders meetings during
the reporting period, the board of directors considered
the use of telecommunications facilities to provide
the shareholders with remote access to their general
meetings.

Observed

1.2.

Shareholders should be given equal and fair opportunities to participate in the profits of the company by means of receiving dividends.

1.2.1

The company should develop and put in
place a transparent and clear mechanism
for determining the amount of dividends
and their payment.

1. The company has developed a dividend policy which
has been approved by the board of directors and
disclosed.
2. If the company’s dividend policy uses indicators from
financial statements to determine the dividend amount,
the respective provisions of the dividend policy take into
account consolidated financial statements indicators.

Observed

1.2.2

The company should not make a
decision on the payment of dividends, if
such decision, without formally violating
limits set by law, is unjustified from the
economic point of view and might lead to
false assumptions about the company’s
activities.

The dividend policy of the company clearly indicates
financial/economic circumstances in which the
company should not pay dividends.

Observed

1.2.3

The company should not allow the
deterioration of the dividend rights of its
existing shareholders.

In the reporting period, the company did not take any
action leading to the deterioration of dividend rights of
its existing shareholders.

Observed

1.2.4

The company should strive to rule out
any ways through which its shareholders
can obtain any profit (gain) at the
expense of the company other than
dividends and liquidation value.

In order to rule out any ways through which
shareholders can obtain any profit (gain) at the expense
of the company other than dividends and liquidation
value, internal documents of the company establish
control mechanisms ensuring that any persons affiliated
(associated) with its major shareholders (individuals
who have the right to dispose of the votes attached
to voting shares) are identified in a timely manner
as well as the procedure for approval of transactions
therewith in instances where such transactions are not
formally recognized under the law as interested party
transactions.

Partially observed

1.3.

The corporate governance system and practices should ensure equal terms and conditions for all shareholders owning shares of the same class (category),
including minority and foreign shareholders, as well their equal treatment by the company.

1.3.1

The company should create conditions
which would enable its governing bodies
and controlling persons to treat each
shareholder fairly, in particular, which
would rule out the possibility of any
abuse of minority shareholders by major
shareholders.

During the reporting period, procedures for managing
potential conflicts of interest of major shareholders were
efficient and the board or directors paid due attention to
the conflicts between shareholders, if any.

Observed

1.3.2

The company should not perform any
acts which will or might result in artificial
redistribution of corporate control.

There are no quasi-treasury shares or they were not
voted during the reporting period.

Not observed

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

The current version of the
Charter sets a minimum
period of 50 days from the
end of the financial year
during which shareholders
shall have the right to
submit proposals for the
agenda of the general
meeting.
The new version of
the Charter, which is
scheduled to be approved
by the Annual General
Meeting of Shareholders
in 2016, will provide for
a longer period (up to 80
days).

Strategic Report

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

Actually observed, but
not formally codified in
internal documents.

In accordance with
the regulations on the
procedure for exercising
rights attached to quasitreasury shares of PJSC
Aeroflot approved by
the Board of Directors
on 28 January 2016, the
Board of Directors of PJSC
Aeroflot, which consists of
representatives of majority
and minority shareholders
and foreign investors,
provides control over the
exercise of rights attached
to quasi-treasury shares.

251

Aeroflot Group Profile

No.

Principles of corporate governance

1.4.

Shareholders should be provided with reliable and effective means of recording their rights in shares as well as with the opportunity to freely dispose of their
shares in a non-onerous manner.

1.4.1

Shareholders should be provided with
reliable and effective means of recording
their rights in shares as well as with the
opportunity to freely dispose of their
shares in a non-onerous manner.

2.1.

The board of directors should be in charge of strategic management of the company, determine major principles of and approaches to creation of a risk
management and internal control system, monitor the activity of the company’s executive bodies, and carry out other key functions.

2.1.1

The board of directors should be
responsible for decisions to appoint
and remove executive bodies, including
in connection with their failure to
properly perform their duties. The
board of directors should also carry out
supervision to ensure that the company’s
executive bodies act in accordance with
the approved development strategy and
main business goals of the company.

1. The board of directors has the powers set forth in the
charter to appoint and remove members of executive
bodies and determine the terms and conditions of
contracts with them.
2. The board of directors reviewed the report(s) of
the sole executive body and members of the collegial
executive body on the implementation of the company’s
strategy.

Observed

2.1.2

The board of directors should establish
basic long-term targets of the company’s
activity, evaluate and approve its key
performance indicators and principal
business goals, as well as evaluate
and approve its strategy and business
plans in respect of its principal areas of
operations.

Items discussed at the board of directors during
the reporting period included the progress in the
implementation and updating of the strategy, approval
of the company’s financial and business plan (budget),
as well as criteria and indicators (including intermediate
indicators) of implementation of the strategy and
business plans of the company.

Observed

2.1.3

The board of directors should determine
the principles of and approaches to
creation of a risk management and
internal control system in the company.

1. The board of directors determined the principles of
and approaches to creation of a risk management and
internal control system in the company.
2. The board of directors evaluated the company’s risk
management and internal control system during the
reporting period.

Observed

The board of directors should determine
the company’s policy on remuneration
and/or reimbursement (compensation)
of expenses for members of the board of
directors and executive bodies and other
key managers of the company.

1. The company has developed and implemented
a policy on remuneration and/or reimbursement
(compensation) of expenses for members of the
board of directors and executive bodies and other key
managers of the company, which was approved by the
board of directors.
2. Matters related to this policy were considered at the
board of directors meetings held during the reporting
period.

Observed

The board of directors should play a
key role in prevention, detection and
resolution of internal conflicts between
the company’s bodies, shareholders and
employees.

1. The board of directors plays a key role in prevention,
detection and resolution of internal conflicts.
2. The company has established a system designed to
identify transactions involving a conflict of interest and a
system of measures aimed at resolving such conflicts.

Observed

2.1.6

The board of directors should play a
key role in procuring that the company
is transparent, discloses information
in full and in due time, and provides its
shareholders with unhindered access to
its documents.

1. The board of directors approved the regulations on
information policy.
2. The company designated persons responsible for
implementation of the information policy.

Observed

2.1.7

The board of directors should monitor
the company’s corporate governance
practices and play a key role in its
material corporate events.

The board of directors reviewed the company’s
corporate governance practices during the reporting
period.

Observed

2.1.4

2.1.5
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Criteria for assessing compliance with the principle
of corporate governance

The quality and reliability of the work carried out by
the company’s registrar in keeping the register of
securities owners meet the needs of the company and
its shareholders.

Status of compliance with
the principle of corporate
governance

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

Observed

A member of the
Board of Directors is
paid remuneration
in accordance with
the Regulations on
Remuneration for
Members of the Board of
Directors of PJSC Aeroflot
approved by the general
shareholders meeting of
PJSC Aeroflot.

Strategic Report
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Financial review

Criteria for assessing compliance with the principle
of corporate governance
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Principles of corporate governance

Status of compliance with
the principle of corporate
governance

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

2.2.

The board of directors should be accountable to the company’s shareholders.

2.2.1.

Information about the board of directors’
work should be disclosed and provided
to the shareholders.

1. The annual report of the company for the reporting
period includes information on attendance of meetings
of the board of directors and committees by individual
directors.
2. The annual report contains information on principal
results of evaluation of the work of the board of directors
which was performed during the reporting period.

Partially observed

Information on attendance
of meetings of the Board
of Directors and its
committees is provided
in the Annual Report
for the reporting period.
The introduction of
this practice is under
consideration, as this
will require financial
expenditures under
the current economic
conditions.

2.2.2

The chairman of the board of directors
must be available to communicate with
the company’s shareholders.

The company employs a transparent procedure enabling
its shareholders to pose questions to the chairman of the
board of directors and express their positions on them.

Observed

2.3.

The board of directors should be an effective and professional governing body, which is able to exercise objective independent judgments and make decisions in
the best interests of the company and its shareholders.

2.3.1

Only persons with impeccable business
and personal reputation as well as
knowledge, skills and experience
necessary to make decisions that fall
within the competence of the board
of directors and are required for the
effective performance of its functions
should be elected to the board of
directors.

1. The procedure for evaluating the performance of the
board of directors adopted in the company includes,
but is not limited to, an assessment of the professional
qualifications of the board members.
2. In the reporting period, the board of directors (or
its nominating committee) evaluated candidates to
the board of directors to determine whether they have
the necessary experience, knowledge and business
reputation, whether there was any conflict of interest,
etc.

Observed

2.3.2

Members of the company’s board of
directors should be elected through
a transparent procedure enabling the
shareholders to obtain information about
candidates sufficient for them to get an
idea of their personal and professional
qualities.

In the case of each general shareholders meeting with an
agenda including the election of the board of directors
held during the reporting period, the company presented
to the shareholders biographical details of all candidates
to the board of directors, the results of evaluation of the
candidates by the board of directors (or its nominating
committee), information on whether the candidates
meet the independence criteria in accordance with
recommendations 102 - 107 of the Code, and the written
consent of the candidates to be elected to the board of
directors.

Observed

2.3.3

The composition of the board of
directors should be balanced, in
particular, in terms of qualifications,
experience, knowledge and business
skills of its members. The board of
directors should enjoy the confidence of
the shareholders.

As part of the procedure for evaluating the work of
the board of directors during the reporting period, the
board of directors reviewed its own needs in terms of
professional qualifications, experience and business
skills.

Observed

2.3.4

The membership of the board of
directors should enable the board to
organise its activities in a most efficient
way, in particular, to form committees of
the board of directors, as well to enable
substantial minority shareholders of
the company to elect a candidate to the
board of directors for whom they would
vote.

As part of the procedure for evaluating the work of the
board of directors during the reporting period, the board
of directors considered whether the number of members
of the board of directors met the needs of the company
and the interests of its shareholders.

Observed
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2.4.

The board of directors should include a sufficient number of independent directors.

2.4.1

An independent director should be a
person who has sufficient professional
skills, experience and independence
to have his/her own position, is able
to make objective and bona fide
judgments, free from the influence of the
executive bodies, any individual group
of shareholders or other stakeholders.
It should be noted that, under normal
circumstances, a candidate (or an
elected member of the board of
directors) may not be deemed to be
independent, if he/she is associated with
the company, its substantial shareholder,
material counterparty, competitor, or the
government.

During the reporting period, all independent members
of the board of directors met all the criteria of
independence set out in recommendations 102-107
of the Code or were determined to be independent by
decision of the board of directors.

Candidates to the board of directors
should be evaluated to determine
whether they meet the criteria of
independence, with a review to
determine whether or not independent
board members meet the independence
criteria conducted on a regular basis.
When carrying out such evaluation,
substance shall take precedence over
form.

1. During the reporting period, the board of directors
(or its nominating committee) formed an opinion on
the independence of each candidate to the board of
directors and submitted the relevant report to the
shareholders.
2. The board of directors (or its nominating committee)
reviewed the independence of the current board
members specified as independent directors in the
company’s annual report at least once during the
reporting period.
3. The company has developed procedures determining
which actions a board member is required to undertake
in the event that he/she ceases to be independent,
including an obligation to notify the board of directors to
this effect in a timely manner.

Observed

2.4.2

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

Observed

2.4.3

Independent directors should account
for at least one-third of all directors
elected to the board of directors.

Independent directors account for at least one- third of
the total number of the board members.

Observed

2.4.4

Independent directors should play a
key role in preventing internal conflicts
in the company and its performance of
material corporate actions.

Independent directors (who have no conflict of interest)
carry out a preliminary evaluation of the company’s
material corporate actions that could involve conflicts of
interest and the results of this evaluation are presented
to the board of directors.

Observed

2.5.

The chairman of the board of directors should help it carry out the functions assigned to the board in a most efficient manner.

2.5.1

The chairman of the board of directors
should be an independent director or the
senior independent director among the
company’s independent directors should
be identified who would coordinate
work of the independent directors and
liaise with the chairman of the board of
directors.

1. The chairman of the board of directors is an
independent director or the senior independent director
among the independent directors is identified.
2. The role, rights and duties of the chairman of the
board of directors (and, if applicable, the senior
independent director) are properly defined in the
company’s internal documents.

Not observed

2.5.2

The chairman of the board of directors
should ensure that the board meetings
are held in a constructive atmosphere
and that any items on the meeting
agenda are discussed freely. The
chairman should also monitor fulfilment
of decisions made by the board of
directors.

The performance of the chairman of the board of
directors was evaluated as part of the procedure for
evaluating the performance of the board of directors in
the reporting period.

Observed

2.5.3

The chairman of the board of directors
should take the necessary measures to
provide the board members in a timely
manner with information required to
make decision on issues on the agenda.

The duty of the chairman of the board of directors
to take measures to ensure that materials relating to
the agenda of the board meeting are provided to the
board members in a timely manner is set forth in the
company’s internal documents.

Observed
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Materials corporate
actions are considered
by the Audit Committee
of the Board of Directors
prior to their execution. A
majority of the Committee
members are independent
directors.
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2.6.

Members of the board of directors should act in good faith and reasonably in the best interests of the company and its shareholders, being sufficiently informed,
with due care and diligence.

2.6.1

Board members should make decisions
considering all available information,
with no conflict of interest, treating all
shareholders equally, and in the context
of normal business risks.

1. The company’s internal documents establish that a
member of the board of directors shall notify the board
of directors if he/she has a conflict of interest relating
to any item on the agenda of the meeting of the board
of directors or its committee before discussion of such
item is commenced.
2. The company’s internal documents provide that a
board member shall abstain from voting on any issues in
respect of which he/she has a conflict of interest.
3. The company has established a procedure enabling
board members to receive, at the expense of the
company, professional advice on issues within their
competence.

Observed

2.6.2

Rights and duties of board members
should be clearly stated and documented
in the company’s internal documents.

The company has adopted and published an internal
document that clearly defines the rights and duties of
board members.

Observed

2.6.3

Board members should have sufficient
time to perform their duties.

1. Individual attendance of meetings of the board of
directors and committee and the time devoted to
preparation for meetings was taken into account as part
of the procedure for evaluating the board of directors in
the reporting period.
2. In accordance with the company’s internal
documents, board members are required to notify the
board of directors of their intention to take a position in
governing bodies of other entities (other than entities
controlled by or affiliated with the company), as well as
of such appointment.

Partially observed

2.6.4

All board members should have equal
opportunity to access the company’s
documents and information. Newly
elected board members should be
provided with sufficient information
about the company and the work of its
board of directors as soon as practicable.

1. In accordance with the company’s internal documents,
board members have the right to access the company’s
documents and make inquiries concerning the company
and entities under its control, and the executive bodies
of the company are required to provide such information
and documents.
2. The company has a formalised introductory course
programme for newly elected board members.

Observed

2.7.

Meetings of the board of directors, preparation for them, and participation of board members therein should ensure efficient work of the board.

2.7.1

Meetings of the board of directors
should be held as needed, having regard
to the scope of the company’s activities
and the goals set by the company for a
specific period.

The board of directors held at least six meetings during
the reporting year.

Status of compliance with
the principle of corporate
governance

Appendixes

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

Internal documents do
not impose an obligation
on members of the
Company’s Board of
Directors to notify it of
their election to governing
bodies of other entities.

Observed

Given the balanced
composition of the
Board of Directors, the
quality of preliminary
consideration of matters
submitted to the board
of directors (including at
the level of committees
with the participation of
independent directors)
and high activity of
independent directors,
it appears that this
recommendation does not
need to be implemented.
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governance

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

2.7.2

The company’s internal documents
should establish a procedure for
preparing for and holding board
meetings that enables the board
members to prepare properly for such
meetings.

The company has approved an internal document
establishing the procedure for preparing for and holding
board meetings which, inter alia, provides that a notice
of a meeting shall be given, as a rule, at least 5 days
before the date of the meeting.

Observed

2.7.3

The form of a meeting of the board of
directors should be determined with due
regard to the importance of the issues on
the agenda. The most important issues
should be decided at meetings held in
praesentia.

The company’s charter or internal documents provide
that the most important issues (according to the list
provided in recommendation 168 of the Code) shall be
decided at meetings held in praesentia.

Partially observed

Actually observed. Such
provision will be included
in the new version of the
Charter scheduled to be
approved at the AGM in
2016.

2.7.4

Decisions on the most important issues
relating to the company’s activities
should be made at a meeting of the
board by a qualified majority vote or
by a majority vote of all elected board
members.

The company’s charter provides that decisions on the
most important issues outlined in recommendation 170
of the Code shall be made at a meeting of the board by a
qualified majority of at least three-fourths or a majority
of all elected board members.

Partially observed

The recommendations are
actually observed.
Relevant amendments to
the Charter are scheduled
to be approved at the
next annual general
shareholders meeting in
2016.

2.8.

The board of directors should form committees for preliminary consideration of the most important issues relating to the company’s activities.

2.8.1

An audit committee comprised of
independent directors should be formed
for preliminary consideration of matters
related to control over the company’s
financial and economic activities.

2.8.2

2.8.3

256

A remuneration committee consisting
of independent directors and chaired by
an independent director other than the
chairman of the board of director should
be formed for preliminary consideration
of matters related to the development of
efficient and transparent remuneration
practices.

A nominating (appointments, human
resources) committee with a majority
of its members being independent
directors should be formed for
preliminary consideration of matters
relating to human resources planning
(succession planning), professional
composition and efficiency of the board
of directors,.
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1. The board of directors has formed an audit committee
composed entirely of independent directors.
2. The company’s internal documents define the tasks of
the audit committee, including, but not limited to, those
set out in recommendation 172 of the Code.
3. At least one member of the audit committee who is an
independent director has experience and knowledge of
preparing, analysing, assessing and auditing accounting
(financial) statements.
4. Meetings of the audit committee were held at least
once per quarter during the reporting period.

1. The board of directors has formed a remuneration
committee composed entirely of independent directors.
2. The chairman of the remuneration committee is an
independent director other than the chairman of the
board of directors.
3. The company’s internal documents define the tasks of
the remuneration committee, including, but not limited
to, those set out in recommendation 180 of the Code.

1. The board of directors has formed a nominating
committee with a majority of its members being
independent directors (or its functions specified in
recommendation 186 of the Code are delegated to
another committee).
2. The company’s internal documents define the tasks of
the nominating committee (or a relevant committee with
combined functions), including, but not limited to, those
set out in recommendation 186 of the Code.

Partially observed

Partially observed

Observed

1. The Chairman of the
Audit Committee is an
independent director. A
majority of the Committee
members are independent
directors.
Given the balanced
composition of the
Committee, the quality of
preliminary consideration
of matters and high
activity of independent
directors, it appears that
this recommendation
does not need to be
implemented.
2. The tasks of the
Committee are defined
in the company’s internal
documents.
3. Committee meetings
are held at least once a
month.
1. PJSC Aeroflot has
established an HR and
Remuneration Committee
chaired by an independent
director.
2. A majority of the
Committee members are
independent directors.
3. The functions of the
Committee are also
balanced.
4. The tasks of the
Committee are defined
in the company’s internal
documents.
PJSC Aeroflot has
established an HR and
Remuneration Committee
chaired by an independent
director.
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Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

2.8.4

Taking into account the company’s scope
of activities and related risk level, the
board of directors should make sure
that the composition of its committees
is fully aligned to the company’s goals.
Additional committees (strategy
committee, corporate governance
committee, ethics committee, risk
management committee, budget
committee, health, safety and
environment committee, etc.) should be
either set up or not deemed necessary

In the reporting period, the company’s board of directors
reviewed the composition of its committees for
alignment with the tasks of the board and the company’s
goals. Additional committees have either been set up or
not deemed necessary.

Observed

2.8.5

The composition of the committees
should be determined in such a way
that it would allow a comprehensive
discussion of issues being considered on
a preliminary basis with due regard for
differing opinions.

1. The committees of the board of directors are headed
by independent directors.
2. Internal documents (policies) of the company include
provisions whereby persons who are not members of
the audit committee, the nominating committee and
the remuneration committee may attend their meetings
only at the invitation of their chairmen.

Observed

2.8.7

Chairmen of the committees should
inform the board of directors and
its chairman of the work of their
committees on a regular basis.

During the reporting period, chairmen of the committees
reported on the work of their committees to the board of
directors on a regular basis.

Observed

2.9.

The board of directors should ensure that the quality of its work and that of its committees and members is assessed.

2.9.1

Assessment of the quality of the board’s
work should be aimed at defining
how efficiently the board of directors,
its committees and members work
and whether their work meets the
requirements of company development,
revitalizing the work of the board and
identifying areas where it might be
improved.

1. Self-assessment or external evaluation of the board’s
work conducted in the reporting period included
evaluation of the work of the committees, individual
members of the board and the board of directors as a
whole.
2. The results of self-assessment or external evaluation
of the board of directors conducted during the reporting
period were discussed at a meeting of the board of
directors held in praesentia.

Not observed

2.9.2

The work of the board of directors, its
committees and board members should
be assessed on a regular basis, at least
once a year. A third-party organisation
(consultant) should be retained to carry
out an independent assessment of the
quality of the board’s work at least once
every three years.

The company retained a third-party organisation
(consultant) to carry out an independent assessment of
the quality of the board’s work at least once during the
past three financial years.

Not observed

3.1

The company’s corporate secretary should be responsible for efficient day-day relations with its shareholders, coordination of the company’s actions to protect
the rights and interests of its shareholders, and supporting the work of its board of directors.

3.1.1

The corporate secretary should
have knowledge, experience, and
qualifications sufficient for performance
of his/her duties, as well as an
impeccable reputation and should enjoy
the trust of the shareholders.

1. The company has adopted and disclosed an internal
document - regulations on the corporate secretary.
2. The company’s website and annual report provide
biographical details of the corporate secretary with
the same level of detail as for members of the board of
directors and executive managers of the company.

Observed

3.1.2

The corporate secretary should
be sufficiently independent of the
company’s executive bodies and have
the powers and resources required to
perform his/her tasks.

The board of directors approves the appointment/
removal of and additional remuneration payable to the
corporate secretary.

Observed

4.1.

The level of remuneration paid by the company should be sufficient to attract, motivate and retain persons with the necessary skills and qualifications. The
remuneration of members of the board of directors, the executive bodies and other key managers of the company should be paid in accordance with the
remuneration policy adopted in the company.

4.1.1

The level of remuneration paid by the
company to members of the board of
directors, executive bodies and other
key manager should be sufficient to
motivate them to work efficiently and
enable the company to attract and retain
knowledgeable and skilled specialists.
The company should avoid setting the
level of remuneration any higher than
necessary, or creating an unjustifiably
wide gap between the levels of
remuneration paid to the above persons
and other employees of the company.

The company has adopted an internal document(s) - the
remuneration policy (policies) for members of the board
of directors, executive bodies and other key manager,
which clearly define(s) approaches to remuneration for
these persons.

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

This practice is planned to
be introduced.

Observed
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4.3

The system of remuneration for members of the executive bodies and other key managers of the company should provide that their remuneration is dependent
on the company’s performance results and their personal contributions to the achievement thereof.

4.3.1

Remuneration for members of the
executive bodies and other key
managers of the company should be
set so as to ensure a reasonable and
justified ratio between its fixed and
variable portions that is dependent on
the company’s performance results and
their personal (individual) contributions
to the end result.

1. During the reporting period, the amount of variable
portion of remuneration for members of the executive
bodies and other key managers of the company was
determined using annual performance indicators
approved by the board of directors.
2. During the latest evaluation of the remuneration
system for members of the executive bodies and other
key managers of the company, the board of directors
(the remuneration committee) made sure that the
company used an effective ratio between the fixed and
variable portions of remuneration.
3. The company has in place a procedure ensuring
that any bonuses wrongfully obtained by members of
executive bodies and other key managers are repaid to
the company.

Observed

4.3.2

The company should introduce a longterm incentive programme for members
of the executive bodies and other key
managers of the company involving its
shares (or options or other derivative
financial instruments, the underlying
asset for which are the company’s
shares).

Partially observed

The system of remuneration for board members should ensure that the financial interests of the directors are aligned with the long-term financial interests of
shareholders.

1. The Company has introduced a long-term incentive
programme for members of the executive bodies and
other key managers of the company involving the
company’s shares (financial instruments based on the
company’s shares).
2. The long-term incentive programme for members
of the executive bodies and other key managers of the
company provides that the right to dispose of shares and
other financial instruments used in the programme shall
arise no earlier than three years from the date when such
shares were provided. In addition, the right to dispose of
the same is made conditional on the achievement by the
company of certain performance indicators.

4.3.3

The company should pay a fixed annual
fee to members of the board of directors.
The company should not pay a fee for
attending individual meetings of the
board of directors or its committees.
The company should not use any form
of short-term incentives or additional
financial incentives for members of the
board of directors.

A fixed annual fee was the only form of monetary
remuneration of the board members for their work on
the board during the reporting period.

Observed

The amount of severance pay (golden
parachute) payable by the company
to members of executive bodies or
other key managers in the event of
early termination at the initiative of the
company, provided that there have been
no bad faith actions on their part, should
not exceed twice the value of the fixed
portion of the annual remuneration.

The amount of severance pay (golden parachute) paid
by the company during the reporting period in the event
of early termination of members of executive bodies
or other key managers at the initiative of the company,
provided that there have been not bad faith action on
their part, did not exceed twice the value of the fixed
portion of the annual remuneration.

Observed

4.2.1

5.1.

4.2.2

Long-term ownership of shares in the
company should contribute most to
aligning financial interests of board
members with the long-term interests
of shareholders. However, the company
should not make the right to dispose of
shares dependent on the achievement
of certain performance indicators, and
board members should not take part in
option programmes.

If the company’s remuneration policy (policies) being its
internal document(s) provides (provide) for allotment of
company shares to members of the board of directors,
clear rules regarding ownership of shares by board
members, aimed at promoting long-term ownership of
such shares are established and disclosed.

Observed

The Company should create an efficient risk management and internal control system designed to provide reasonable assurance that the company’s goals will be
achieved.

5.1.1

The board of directors should determine
the principles of and approaches to
organising the risk management and
internal control system in the company.

The functions of various management bodies and
divisions of the company within the risk management
and internal control system are clearly defined in
the company’s internal documents/ relevant policy
approved by the board of directors.

Observed

5.1.2

The company does not provide any additional payment
or compensation in the event of early dismissal of board
members in connection with a change of control over the
company or other circumstances.

The company’s executive bodies ensured the
distribution of functions and authority in risk
management and internal control between managers
(heads) of divisions and departments accountable to
them.

Observed

The company should not provide any
additional payment or compensation
in the event of early dismissal of board
members in connection with a change
of control over the company or other
circumstances.

The company’s executive bodies
should ensure the establishment and
continuing operation of an efficient risk
management and internal control system
in the company.

5.1.3

The company’s risk management and
internal control system should give
an objective, fair and clear view of the
current state and future prospects of
the company and ensure integrity and
transparency of its accounts and reports,
and reasonableness and acceptability of
risks being assumed by the company.

1. The company has approved an anti- corruption policy.
2. The company has organised an easy way to inform the
board of directors or its audit committee of any breaches
of legislation, internal procedures and the ethics code of
the company.

Observed

5.1.4

The board of directors should take the
necessary measures to ensure that
the existing risk management and
internal control system of the company
is consistent with the principles and
approaches to its organisation defined
by the board of directors and that it
operates efficiently.

During the reporting period, the board of directors
or its audit committee evaluated the efficiency of the
risk management and internal control system of the
company. Information about the main results of this
evaluation is included in the company’s annual report.

Observed

Principles of corporate governance

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

4.1.2

The company’s remuneration
policy should be developed by
the remuneration committee and
approved by the board of directors.
The board of directors, with the
support of its remuneration committee,
should monitor introduction and
implementation of the remuneration
policy in the company and if necessary
review and amend the same.

During the reporting period, the remuneration
committee reviewed the remuneration policy (policies)
and its implementation practices and, where necessary,
made appropriate recommendations to the board of
directors.

Observed

The company’s remuneration
policy should contain transparent
mechanisms to determine the amount of
remuneration for members of the board
of directors, the executive bodies and
other key managers of the company, as
well as to regulate all types of payments,
benefits and privileges provided to the
above persons.

The company’s remuneration policy (policies) contains
(contain) transparent mechanisms to determine the
amount of remuneration for members of the board of
directors, the executive bodies and other key managers
of the company, as well as to regulate all types of
payments, benefits and privileges provided to the above
persons.

Observed

4.1.4

The company should develop a policy
on reimbursement (compensation)
of expenses containing a list of
reimbursable expenses and specifying
service levels to which members of the
board of directors, the executive bodies
and other key managers of the company
may be entitled. Such policy can form
part of the company’s remuneration
policy.

The remuneration policy (policies) or other internal
documents of the company establishes (establish) the
rules for reimbursing expenses to members of the board
of directors, executive bodies and other key managers of
the company.

4.2.

4.1.3

4.2.3
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Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

Observed

Observed

Status of compliance with
the principle of corporate
governance
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of corporate governance

Corporate Governance

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

The Company’s long-term
incentive programme
establishes a link between
payment of remuneration
and the Company’s
capitalization level.
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5.2

The company should organise internal audits for regular independent evaluation of the reliability and efficiency of its risk management and internal control
system and corporate governance practices.

5.2.1

The company should create a separate
structural division or retain an
independent third-party organisation to
carry out internal audits.
The internal audit division should
have separate lines of functional and
administrative reporting. Functionally,
the internal audit division should report
to the board of directors.

1. To carry out internal audits, the company has created
a separate structural division, which functionally reports
to the board of directors or its audit committee, or
retained an independent third-party organisation with
the same line of reporting.

The internal audit division should
evaluate the efficiency of the internal
control system, the risk management
system and the corporate governance
system.
The company should apply generally
accepted standards of internal auditing.

1. The efficiency of the internal control and risk
management system was evaluated as part of internal
audit conducted during the reporting period.
2. The company applies generally accepted approaches
to internal control and risk management.

5.2.2

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

The company and its activities should be transparent to its
The company should develop and
implement an information policy
ensuring the efficient exchange of
information by the company, its
shareholders, investors, and other
stakeholders.

1. The board of directors has approved the company’s
information policy, which was developed by taking into
account recommendations of the Code.
2. The board of directors (or one of its committees)
considered matters related to the company’s
compliance with its information policy at least once
during the reporting period.

Observed

6.1.2

The company should disclose
information on its corporate governance
system and practices, including detailed
information on compliance with the
principles and recommendations of the
Code.

1. The company discloses information on its corporate
governance system and the general principles of
corporate governance applied in the company, in
particular, on the company’s web-site.
2. The company discloses information on the
composition of its executive bodies and board of
directors, independence of the board members and their
membership in committees of the board of directors (as
defined in the Code).
3. If there is a person that controls the company, the
company publishes a memorandum setting out the
plans of the controlling person in respect of corporate
governance in the company.

Observed

6.2.

The company should disclose full, up-to-date and reliable information about the company in good time to enable its shareholders and investors to make informed
decisions.

6.2.1

The company should disclose
information in accordance with the
principles of regularity, consistency
and timeliness, as well as accessibility,
reliability, completeness and
comparability.

1. The company’s information policy defines approaches
and criteria for identifying information that may have a
significant impact on the valuation of the company and
the value of its securities and on procedures ensuring
the timely disclosure of such information.
2. If the company’s securities are traded on foreign
organised markets, disclosure of material information
in the Russian Federation and in such markets is
synchronous and equivalent during the year.
3. If foreign shareholders hold a substantial number of
company shares, disclosures during the reporting year
were made not only in Russian, but also in one of the
most common foreign languages.

Observed

6.2.2

The company should avoid using a
formalistic approach to information
disclosure and disclose material
information about its activities even if
disclosure of such information is not
required by legislation.

1. During the reporting period, the company disclosed
the annual and semi-annual financial statements
prepared under IFRS. The annual report of the company
for the reporting period included the annual financial
statements prepared under IFRS, together with the
auditor’s report.
2. The company discloses full information on the
company’s capital structure in the annual report
and on the company’s website in accordance with
recommendation 290 of the Code.

Observed
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Principles of corporate governance

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

6.2.3

The annual report, as one of the
most important tools of information
exchange with shareholders and
other stakeholders, should contain
information making it possible to assess
the company’s performance results for
the year.

1. The company’s annual report contains information
on the key aspects of the its operating activities and
financial results.
2. The company’s annual report contains information
about the environmental and social aspects of the
company’s activities.

Observed

6.3

The company should provide information and documents requested by its shareholders in accordance with the principle of equal and unhindered accessibility.

6.3.1

The company should provide
information and documents requested
by its shareholders in accordance with
the principle of equal and unhindered
accessibility.

The company’s information policy provides a nonburdensome procedure for giving its shareholders
access to information, including information about legal
entities controlled by the company, at the request of
shareholders.

Observed

6.3.2

When providing information to its
shareholders, the company should
maintain a reasonable balance between
the interests of individual shareholders
and its own interests, mindful of
its interest in keeping important
business information that may have a
material impact on its competitiveness
confidential.

1. During the reporting period, the company did not
refuse shareholder requests for information or such
refusals were justified.
2. In cases determined by the company’s information
policy, shareholders are notified of the confidential
nature of information and assume an obligation to keep
it confidential.

Observed

7.1.

Any actions that will or may materially affect the company’s share capital structure and its financial position and, accordingly, the position of its shareholders
(“material corporate actions”) should be taken on fair terms ensuring that the rights and interests of the shareholders as well as other stakeholders are observed.

7.1.1

Material corporate actions are deemed
to include reorganisation of the
company, acquisition of 30 or more
percent of its voting shares (takeover),
making major transactions by the
company, increasing or reducing its
share capital, listing and delisting of its
shares, as well as other actions which
might result in material changes in the
rights of shareholders or infringements
of their interests. The company’s charter
should contain a list of (criteria for
identifying) transactions or other actions
that constitute material corporate
actions and provide that decisions
on such actions shall fall within the
competence of the board of directors.

1. The company’s charter contains a list of transactions
or other actions that constitute material corporate
actions and the criteria for identifying them.
Decisions on material corporate actions fall within the
competence of the board of directors. In cases where
the law expressly places these corporate actions
within the competence of the general shareholders
meeting, the board of directors provides appropriate
recommendations to the shareholders.
2. According to the company’s charter, material
corporate actions include reorganisation of the
company, acquisition of 30 or more percent of its voting
shares (takeover), making major transactions by the
company, increasing or reducing its share capital, and
listing and delisting of its shares.

Partially observed

7.1.2

The board of directors should play a key
role in passing resolutions or making
recommendations relating to material
corporate actions, relying on opinions of
the company’s independent directors.

The company has in place a procedure whereby
independent directors can communicate their opinions
on material corporate actions before their approval.

Observed

Observed

6.1.1

Business Overview

No.

Observed

6.1.

Strategic Report

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance

Appropriate amendments
to the Charter are
scheduled to be approved
at the next annual general
meeting of shareholders
in 2016.

261

Aeroflot Group Profile

No.

Principles of corporate governance

Criteria for assessing compliance with the principle
of corporate governance

Status of compliance with
the principle of corporate
governance

7.1.3

When taking material corporate actions
which would affect rights and legitimate
interests of shareholders, equal terms
and conditions should be ensured for all
shareholders; if statutory mechanisms
designed to protect shareholder rights
prove insufficient, additional measures
should be taken to protect the rights and
legitimate interests of the company’s
shareholders. In such instances, the
company should not only seek to comply
with the formal requirements of law, but
should also the guided by the principles
of corporate governance set out in the
Code.

1. Taking into account specific features of the company’s
operations, its charter sets lower criteria for recognizing
the company’s transactions as material corporate
actions than the minimum criteria set by law.
2. During the reporting period, all material corporate
actions passed an approval process before their
execution.

Observed

Explanations for deviations
from criteria for assessing
compliance with the
principle of corporate
governance
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LONG -TERM DEVELOPMENT PROGR AMME,
REPORT ON ITS IMPLEMENTATION
AND AUDIT RESULTS
The Long-Term Development Programme has been developed on the basis of the methodological guidelines of the Russian
Ministry of Economic Development, provisions of the state strategic, industry-specific and programme documents relating
to the activities of the Group, including the Transport Strategy of the Russian Federation for the period up to 2030, the state
programme of the Russian Federation entitled “Development of the Transport System” and the federal target programme
entitled “Development of the Transport System of Russia (2010-2020)”, taking into account the priorities of the state scientific,
technical and innovation policy, as well as other internal programmes and documents.

7.2

The company should have in place a procedure for taking material corporate actions that enables its shareholders to receive full information about such actions
in due time and influence them, and that also guarantees that the shareholder rights are observed and duly protected in the course of taking such actions.

7.2.1

Information about material corporate
actions should be disclosed together
with explanations concerning reasons
for, conditions and consequences of such
actions.

During the reporting period, the company disclosed
information about its material corporate actions in due
time and in detail, including the reasons for and the
timing of such actions.

Observed

7.2.2

Rules and procedures in relation to
material corporate actions taken by the
company should be set out in its internal
documents.

1. The company’s internal documents provide a
procedure for retaining an independent appraiser to
value assets being disposed of or acquired under a major
transaction or an interested party transaction.
2. The company’s internal documents provide a
procedure for retaining an independent appraiser
to estimate the acquisition and redemption value of
company shares.
3. The company’s internal documents provide for an
expanded list of grounds on which members of the
board of directors and other persons referred to in
respective laws are deemed to be interested parties in
transactions of the company.

Partially observed

Are realized in practice.
Necessary amendments
are planned to be made
to the Charter of PJSC
Aeroflot at the AGM in
2016.

In implementing the Programme, Aeroflot Group is guided by the principles of ensuring operational and financial efficiency
and achieving the target key performance indicators.
LLC FinExpertiza, an independent auditor, has conducted an audit of the implementation of the Long-Term Development
Programme of PJSC Aeroflot in 2014. Based on the results of the independent audit, the auditors rendered an opinion on
the fair presentation of the audited key financial and operating indicators of PJSC Aeroflot and its subsidiaries and affiliates
for 2014 and the extent to which their target values have been achieved, as well as the key performance indicators and the
extent to which their target values have been achieved, the efficiency of the targeted utilisation of funds allocated from the
relevant budgets in 2014, and the reasons for the deviation of the actual operating performance indicators of PJSC Aeroflot
and its subsidiaries and affiliates from the target values for 2014. The report was received on 29 May 2015, No.782-05/15.
According to the auditor’s opinion, in general the implementation of the Long-Term Development Programme during the
period from 1 January to 31 December 2014 should be recognized as efficient.
LLC FinExpertiza, an independent auditor, has conducted an audit of the implementation of the Long-Term Development
Programme of PJSC Aeroflot in 2015. Based on the results of the independent audit, the auditors rendered an opinion on
the fair presentation of the audited key financial performance indicators, the extent to which their target values have been
achieved, the efficiency of the targeted utilisation of funds allocated from the relevant budgets in 2015, and the reasons
for the deviation of the actual operating performance indicators of PJSC Aeroflot and its subsidiaries and affiliates from the
target values for 2015. The report was received on 30.03.2016.
The implementation of Aeroflot Group Long-Term Development Programme is recognized as efficient. Key areas of the
investment programme and innovative development programme which are crucial to ensure development and sustainability
of the business are funded.
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ENERGY CONSUMPTION
BY AEROFLOT GROUP AIRLINES IN 2015
Aeroflot

The non-core assets owned by PJSC Aeroflot include property and property rights which do not relate to air transportation
services, but can be closely related to the development of Aeroflot’s end product.
The Programme for Disposal of Non-Core Assets of PJSC Aeroflot was approved by the PJSC Aeroflot Board of Directors on 28
May 2015 (Minutes No. 18). The programme provides for disposal of 11 non-core assets (shares, equity interests in business
entities, real estate property).
The programme also contains criteria for classification of assets as non-core, the registry of non-core assets, information on
encumbrances, book and market value, approach to selecting assets for disposal, as well as disposal methods, procedures
and timelines.
The approach in relation to technological (non-core) assets that have a significant impact on the core business of PJSC
Aeroflot is as follows:
• comparing benefits derived from participation (discounts, reduction in prices and rates, improvement of Aeroflot’s product
quality) with the costs of participation;
• monitoring efficiency of corporate control.
Assets are sold if participation is found to be inefficient and the corporate control insufficient.

Description

tonne

2,183,335

67,705,414

Gcal

37,410

53,869

Electric power

kWh

28,403,000

101,610

Vehicle fuel, total

litre

4,631,979

151,344

Aviation lubricants oil

litre

227,639

170,357

in physical terms

in RUB’000 (net of VAT)

* Excluding representative offices and branches.

Rossiya
Description

Inventory
number

Line item on the
balance sheet
where the asset
was presented
as ofthe
reportingdate
precedingthe
sale

Bookkeepingaccounts
(takinginto accountanalytics)
showingincome
andexpenses
fromthe sale

Book value of the
asset, RUB’000

Actualsale
value,RUB’000

Differencebetween the actualsale valueof the
asset andits book
value,RUB’000

Reason for differencebetween the
actualsale value
of the assetand its
book value

1

Office - Avenida
da Liberdade
36D, Lisbon,
Portugal

9961

1130

9111200010
(income);
9121200011
(expense)

4,462

152,514

148,052

Market value
(sale value) of the
property is higher
that its book value

2

Office – Calle
Princesa 25, 1st
floor, office No.5,
Madrid, Spain

9286

1130

9111200010
(income);
9121200011
(expense)

677

13,340

12,663

Market value
(sale value) of the
property is higher
that its book value

TOTAL

5,139

165,854

160,715
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Actual consumption

Jet fuel, total

tonne

279,217

9,718,272

Gcal

8,355

14,028
339,311

Electric power

kWh

5,492,180

Vehicle fuel, total

litre

1,229,882

36,318

Aviation lubricants oil

litre

47,995

30,656

in physical terms

in RUB’000 (net of VAT)

Description

Asset

Physical unit of measurement

Heat energy

Real estate assets are analysed to determine their highest and best use for the airline’s operating and commercial activities.

No.

in RUB’000 (net of VAT)

Jet fuel, total

Orenair

Disposal of Non-Core Assets of PJSC Aeroflot in 2015

Actual consumption
in physical terms

Heat energy*

Technological assets that have a low impact on the core business of PJSC Aeroflot are evaluated in terms of the costs of
participation and the need for participation based on non-production criteria (attaining non-commercial objectives, sector
profile, goodwill, etc.). These assets are disposed of if there is no significant effect from the participation.

Below are the actual data on the disposal of non-core assets of PJSC Aeroflot under the Programme in 2015.

Physical unit of measurement

Physical unit of measurement

Actual consumption

Jet fuel, total

tonne

170,496

5,182,546*

Heat energy

Gcal

1,263

6,468

Electric power

kWh

1,985,526

7,616

Vehicle fuel, total

litre

88,089

2,685

Aviation lubricants oil

litre

21,930

15,075

* Aviation fuel costs partially paid by charter flight requestors.
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AEROFLOT GROUP OPER ATING DATA
Donavia
Description

Aeroflot airline
Physical unit of measurement

Actual consumption
in physical terms

in RUB’000 (net of VAT)

Indicator
Passenger traffic, thousand PAX

2011

2012

2013

2014

2015

14,173.8

17,656.1

20,902.4

23,610.0

26,111.7

Jet fuel, total

tonne

73,747

2,472,126

International Routes

8,679.1

10,707.2

12,294.5

12,468.2

13,445.4

Heat energy

Gcal

1,458

2,660

Domestic Routes

5,494.7

6,948.9

8,607.9

11,141.8

12,666.3

Electric power

kWh

572,651

2,729

Passenger turnover, million RPK

42,020.9

50,532.5

60,226.3

67,121.7

74,115.9

Vehicle fuel, total

litre

186,725

5,596

International Routes

28,645.9

34,953.9

40,614.4

42,676.5

46,774.4

Aviation lubricants oil

litre

12,218

6,289

Domestic Routes

13,375.0

15,578.6

19,611.9

24,445.2

27,341.5

Available seat-kilometres, milliom ASK

54,195.3

64,880.0

76,444.8

85,822.1

93,471.1

International Routes

37,510.1

45,585.5

52,392.4

56,206.9

60,209.1

Aurora

Domestic Routes
Description

Physical unit of measurement

Actual consumption
in physical terms

in RUB’000 (net of VAT)

Jet fuel, total

tonne

71,391

2,494,761

Heat energy

Gcal

5,332

19,560

Electric power

kWh

1,960,768

10,009

Vehicle fuel, total

litre

498,174

25,908

Aviation oil

litre

60,590

10,319

Pobeda
Description

16,685.2

19,294.5

24,052.4

29,615.2

33,262.0

Passenger load factor, %

77.5

77.9

78.8

78.2

79.3

International Routes

76.4

76.7

77.5

75.9

77.7

Domestic Routes

80.2

80.7

81.5

82.5

82.2

Cargo and mail carried, thousand tonnes

160.6

193.9

176.5

145.3

135.1

International Routes

120.3

147.7

118.0

81.5

74.6

Domestic Routes

40.3

46.2

58.5

63.8

60.5

Revenue tonne-kilometres, million TKM

4,690.5

5,669.2

6,339.9

6,722.7

7,291.0

International Routes

3,295.4

4,054.4

4,306.9

4,236.8

4,571.1

1,395.1

1,614.8

2,033.0

2,485.9

2,719.9

Domestic Routes
Physical unit of measurement

Actual consumption
in physical terms

in RUB’000 (net of VAT)

103,709

3,099,360

-

-

Jet fuel, total

tonne

Heat energy

Gcal

Electric power

kWh

-

-

Vehicle fuel, total

litre

2,968

114

Aviation oil

litre

-

-

Available tonne-kilometres, million TKM

7,536.8

8,881.1

9,848.7

10,660.0

11,706.1

International Routes

5,408.2

6,455.5

6,821.1

6,983.1

7,548.6

2,128.6

2,425.6

3,027.6

3,676.9

4,157.5

Revenue load factor, %

62.2

63.8

64.4

63.1

62.3

International Routes

60.9

62.8

63.1

60.7

60.6

Domestic Routes

Domestic Routes
Flight hours, hours

65.5

66.6

67.1

67.6

65.4

394,341

460,734

509,058

554,659

594,863

Note: power consumption is not recorded as the company rents office space.
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Rossiya airline
Indicator

2011

2012

2013

2014

2015

3,537.5

4,208.9

4,590.1

5,191.8

4,751.6

International Routes

1,790.8

2,130.2

2,113.5

1,914.7

1,459.5

Domestic Routes

1,746.7

2,078.7

2,476.6

3,277.1

3,292.1

Passenger turnover, million RPK

Domestic Routes
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Donavia airline

Passenger traffic, thousand PAX

International Routes

Strategic Report

Indicator

2011

2012

2013

2014

2015

863.9

985.7

1,353.6

1,736.1

1,475.0

International Routes

328.7

242.0

303.9

398.2

325.4

Domestic Routes

535.2

743.7

1,049.7

1,337.9

1,149.6
1,938.5

Passenger traffic, thousand PAX

7,190.9

8,760.9

9,186.3

10,147.4

8,695.0

Passenger turnover, million RPK

1,271.1

1,433.7

2,001.1

2,448.0

4,673.4

5,738.4

5,579.4

4,867.2

3,453.8

International Routes

587.4

404.3

472.1

514.6

369.7

2,517.5

3,022.5

3,606.9

5,280.2

5,241.2

Domestic Routes

683.7

1,029.4

1,529.0

1,933.4

1,568.8

1,849.3

2,077.6

3,019.6

3,312.6

2,718.2

806.4

590.8

680.5

742.4

541.3
2,176.9

Available seat-kilometres, milliom ASK

9,551.2

11,304.7

12,031.9

13,414.3

11,483.8

Available seat-kilometres, milliom ASK

International Routes

5,960.6

7,123.9

7,164.3

6,652.1

4,606.3

International Routes

Domestic Routes

Domestic Routes

3,590.6

4,180.8

4,867.6

6,762.2

6,877.5

1,042.9

1,486.8

2,339.1

2,570.2

Passenger load factor, %

75.3

77.5

76.3

75.6

75.7

Passenger load factor, %

68.7

69.0

66.3

73.9

71.3

International Routes

78.4

80.6

77.9

73.2

75.0

International Routes

72.8

68.4

69.4

69.3

68.3

Domestic Routes

70.1

72.3

74.1

78.1

76.2

Domestic Routes

Cargo and mail carried, thousand tonnes

8.8

9.9

10.2

9.6

8.9

65.6

69.2

65.4

75.2

72.1

Cargo and mail carried, thousand tonnes

1.6

1.5

2.3

2.4

2.1
0.6

International Routes

2.2

2.1

2.2

1.5

1.5

International Routes

0.4

0.4

0.5

0.5

Domestic Routes

6.6

7.8

8.0

8.1

7.4

Domestic Routes

1.2

1.1

1.8

1.9

1.5

Revenue tonne-kilometres, million TKM

666.0

810.3

848.0

934.1

802.4

Revenue tonne-kilometres, million TKM

116.6

131.0

183.1

223.6

177.3

International Routes

426.3

522.2

508.5

442.2

315.0

International Routes

53.4

36.8

43.0

47.0

33.9

Domestic Routes

239.7

288.1

339.5

491.9

487.4

Domestic Routes

63.2

94.2

140.1

176.6

143.4
296.3

1,045.8

1,239.0

1,325.3

1,478.8

1,267.0

170.5

197.5

304.1

354.3

International Routes

Available tonne-kilometres, million TKM

655.4

786.1

788.1

726.6

500.4

Available tonne-kilometres, million TKM
International Routes

74.3

53.3

65.4

74.9

56.5

Domestic Routes

390.4

452.9

537.2

752.2

766.6

Domestic Routes

96.2

144.2

238.7

279.4

239.8

Revenue load factor, %

63.7

65.4

64.0

63.2

63.3

Revenue load factor, %

68.4

66.3

60.2

63.1

59.8

International Routes

65.1

66.4

64.5

60.9

62.9

International Routes

71.8

69.2

65.7

62.8

59.9

Domestic Routes

Domestic Routes
Flight hours, hours
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61.4

63.6

63.2

65.4

63.6

94,207

107,698

112,277

124,927

107,904

Flight hours, hours

65.7

65.3

58.7

63.2

59.8

22,720

23,582

30,264

33,748

27,616
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Orenair airline
Indicator

2011

2012

2013

2014

2015

3,193.5

3,140.9

3,034.7

2,840.3

2,109.1

2,562.5

2,375.5

2,101.6

557.2

398.1

631.0

765.4

933.1

2,283.1

Passenger turnover, million RPK

7,500.3

10,505.2

10,983.8

8,471.0

6,348.7

International Routes

6,840.8

8,572.6

8,895.6

6,715.2

1,971.9

659.5

1,932.6

2,088.2

1,755.8

4,376.8

International Routes
Domestic Routes

Domestic Routes
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Aurora airline

2,507.2

Passenger traffic, thousand PAX

Strategic Report

Indicator
Passenger traffic, thousand PAX

2011

2012

2013

2014

2015

1,512.3

1,427.5

1,403.6

1,055.2

1,124.8

International Routes

384.5

321.4

303.9

213.0

234.7

Domestic Routes

1,127.9

1,106.1

1,099.7

842.2

890.1

4,830.6

3,384.9

2,875.8

1 753,1

1,869.7

779.3

610.9

551.2

333.4

370.6

Domestic Routes

4,051.3

2,774.0

2,324.6

1,419.7

1,499.1

Passenger turnover, million RPK
International Routes

Available seat-kilometres, milliom ASK

8,996.1

12,260.7

13,393.9

10,775.1

8,711.8

Available seat-kilometres, milliom ASK

6,873.8

5,075.3

4,173.6

2,337.9

2,609.8

International Routes

7,980.7

9,551.2

10,344.3

8,131.9

2,467.3

International Routes

1,224.7

1,000.0

948.3

485.6

647.7

Domestic Routes

Domestic Routes

1,962.1

1,015.4

2,709.5

3,049.6

2,643.2

6,244.5

5,649.1

4,075.3

3,225.3

1,852.3

Passenger load factor, %

83.4

85.7

82.0

78.6

72.9

Passenger load factor, %

70.3

66.7

68.9

75.0

71.6

International Routes

85.7

89.8

86.0

82.6

79.9

International Routes

63.6

61.1

58.1

68.7

57.2

Domestic Routes

Domestic Routes

71.7

68.1

72.1

76.6

76.4

Cargo and mail carried, thousand tonnes

18.2

12.4

10.4

6.2

6.2
0.4

64.9

71.3

68.5

66.4

70.1

Cargo and mail carried, thousand tonnes

1.8

6.1

5.2

2.3

3.6

International Routes

0.1

0.1

0.1

0.2

0.1

International Routes

Domestic Routes

1.7

6.0

5.1

2.1

3.5

Domestic Routes

Revenue tonne-kilometres, million TKM

677.7

975.4

1,012.1

767.5

578.6

International Routes

615.9

771.8

800.8

605.5

177.7

61.8

203.6

211.3

162.0

400.9

Available tonne-kilometres, million TKM

872.4

1,278.1

1,445.4

1,086.5

International Routes

771.8

948.8

1,094.4

823.6

Domestic Routes

100.6

329.3

351.0

262.9

645.9

Revenue load factor, %

77.7

76.3

70.0

70.6

63.2

Revenue load factor, %

International Routes

79.8

81.3

73.2

73.5

66.0

International Routes

Domestic Routes

Domestic Routes
Flight hours, hours
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Revenue tonne-kilometres, million TKM

2.8

1.1

0.5

9.6

9.3

5.7

5.8

510.1

339.7

283.0

170.0

180.3

75.8

60.3

51.6

30.8

34.0

Domestic Routes

434.3

279.4

231.4

139.2

146.3

915.2

Available tonne-kilometres, million TKM

724.7

557.3

465.0

252.9

287.3

269.3

International Routes

130.6

108.1

103.6

53.5

75.4

Domestic Routes

594.1

449.2

361.4

199.4

211.9

70.4

61.0

60.9

67.2

62.8

58.0

55.8

49.8

57.6

45.1

61.4

61.8

60.2

61.6

62.1

68,652

80,954

81,784

71,872

54,926

International Routes

3.1
15.1

Domestic Routes
Flight hours, hours

73.1

62.2

64.0

69.8

69.1

57,014

47,631

42,875

28,695

33,281
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GLOSSARY
Pobeda airline

Aviation terminology

Indicator

2014

2015

Passenger traffic, thousand PAX

107.4

3,089.7

International Routes

0.0

6.2

Domestic Routes

107.4

3,083.5

Passenger turnover, million RPK

134.0

4,668.4

0.0

12.3

International Routes
Domestic Routes

134.0

4,656.1

Available seat-kilometres, milliom ASK

171.8

5,746.3

0.0

17.8

Domestic Routes

171.8

5,728.5

Passenger load factor, %

78.0

81.2

International Routes

International Routes

0.0

68.8

78.0

81.3

Cargo and mail carried, thousand tonnes

0.5

0.3

International Routes

0.0

0.0

Domestic Routes

0.5

0.3

Revenue tonne-kilometres, million TKM

12.6

420.7

International Routes

0.0

1.1

Domestic Routes

12.6

419.6

Available tonne-kilometres, million TKM

17.6

601.0

International Routes

0.0

1.9

Domestic Routes

Domestic Routes

17.6

599.1

Revenue load factor, %

71.6

70.0

International Routes

0.0

58.2

Domestic Routes

71.6

70.0

Flight hours, hours

1,476

41,016

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.
Routes – domestic routes, international routes.
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).
Network Carrier – an airline that, unlike low-cost carriers, offers a wide variety of services through one or more hubs with
connecting flights.
Maintenance, Repair, and Overhaul (MRO) – Technical maintenance, ongoing repairs, and major renovations to aircraft.
TCH – Transport Clearing House.
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.
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.
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.
ISO – The International Organization for Standardization.
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Operational terminology
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.
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 seatkilometres;
• 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;
• 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;
• 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.

Strategic Report

Business Overview

Corporate Social Responsibility

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.

Corporate Governance

Appendixes

CONTACT INFORMATION
Full name: Public Joint Stock Company “Aeroflot – Russian Airlines”
Abbreviated name: 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
Taxpayer Identification Number: 7712040126
Location: 10 Arbat Str., Moscow, Russian Federation
Postal address: 10 Arbat Str., Moscow, 119002, Russian Federation

For investors:
Investor Relations
Tel./fax: +7 (495) 258-06-86, (499) 500-69-63/fax
E-mail: ir@aeroflot.ru

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.

Financial review

For Russian retail shareholders:
Corporate Governance Department
Tel./fax: +7 (495) 258-06-84
E-mail: emitent@aeroflot.ru

Press Service:
Tel.: +7 (499) 500-73-87, (495) 752-90-71
Fax: +7 (495) 753-86-39
E-mail: presscentr@aeroflot.ru

Registrar:
CJSC Computershare Registrar
Licence number: 10-000-1-00252
Location: Kutuzoff Tower Business Centre, 8 Ivan Franko
Street, Moscow
Tel. +7 (495) 926-81-60
Fax: +7 (495) 926-81-78
E-mail: info@nrcreg.ru

Sheremetyevo Branch of the Registrar:
Location: Aeroflot Aviation Personnel Training Department,
Building 6, Terminal B, Sheremetyevo Airport, Khimki,
Moscow Region
Tel.: +7 (495) 578-36-80
Fax: +7 (495) 578-36-80
Opening hours for share operations:
Monday-Thursday: 9:30 to 16:00, break from 13:00 to 13:30;
Friday: 9:30 to 14:30, without break

Aeroflot Bonus Programme:
Tel.: +7(495) 223-55-55
8-800-444-55-55 from Russian regions
Fax: +7 (495) 725-43-56
Opening hours: 24 hours
www.aeroflotbonus.ru
E-mail: bonus@aeroflot.ru

Call Centre:
For air ticket booking and information:
Tel.: +7 (495) 223-55-55, 8-800-444-55-55
Inquiries regarding tickets purchased over the Internet can
be sent by e-mail to: callcenter@aeroflot.ru

EBITDAR - earnings before interest, taxes, depreciation, amortization, and operating lease expenses (rent costs). Aeroflot
includes customs duties in this indicator.
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ABOUT THE REPORT
2015 Annual Report (the “Report”) has been prepared by Public Joint Stock Company Aeroflot –
Russian Airlines (“PJSC Aeroflot”, “Aeroflot airline”, or the “Company”). “Aeroflot Group” or “the Group”
refer to PJSC Aeroflot and its subsidiaries.

Key topics

Audit

This Report discloses information on the
implementation of the Group’s long-term and
medium-term strategy in 2015, presents the
Group’s operating and financial results, and
describes the Group’s corporate governance
activities. This Report has a particular focus
on the Group’s corporate social responsibility
activities.

PJSC Aeroflot’s consolidated IFRS financial
statements for 2015 were audited by
AO PricewaterhouseCoopers Audit.

Standards
This Report has been prepared based on
PJSC Aeroflot’s management reports and in line
with PJSC Aeroflot’s consolidated IFRS financial
statements for 2015. It also incorporates
elements of the latest GRI G4 Sustainability
Reporting Guidelines.
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Disclaimer
This Report includes estimates or forwardlooking statements related to operating,
financial, economic, social and other measures
that can be used to assess the performance of
PJSC Aeroflot and Aeroflot Group. Actual events
or results may differ materially from those
expressed or implied in the Report due to
known and unknown risks and uncertainties.

Previous annual reports are available on the Company’s website at
http://ir.aeroflot.com/

