
ARCTIC OPPORTUNITIES. ARCTIC OPPORTUNITIES. 
SOVCOMFLOTSOVCOMFLOT’’s PERSPECTIVE s PERSPECTIVE 

08 June 2009, Oslo08 June 2009, Oslo

DNV SEMINAR NORDNV SEMINAR NOR--SHIPPING 2009SHIPPING 2009

Sergey FrankSergey Frank
President &CEOPresident &CEO



CONTENTSCONTENTS

� Introduction to Sovcomflot
� Arctic resources – potential, challenges and 

opportunities
� Sovcomflot Arctic operations and projects 

development 
� Arctic shipping – issues to be addressed



WINNER 
Newsmaker of 

the year

GLOBAL LEADER
� One of the five largest worldwide tanker shipowners  

� � 1 MR (Medium Range) product carrier operator

� � 2 Aframax tanker operator

� � 1 Arctic shuttle tanker operator *

� � 1 Ice-class LNG carrier operator *

� 133 owned vessels of  9.5 million tonnes DWT

� 30 newbuildings of 2.64 million tonnes DWT

� Average tanker fleet age – 6.5 years

� Baa2 Credit rating (Moody’s)

� 2008  sales US$ 1.63 billion

� 2008  EBITDA US$ 0.84 billion

� 2008 Net Profit US$ 0.41 billion



� Technical management

� Ship design
� Crewing
� Shipbuilding supervision

� Chemical tankers
� Asphalt carriers
� Platform for operation in 

Spanish LNG/oil and oil 
products market

� Floating Storage and 
Offloading Vessels( FSO)

� Terminal related operations 

� Offshore supply vessels
� Ice Class Tug Boats

� Aframax tankers
� Product carriers
� Bulkers
� Technical 

management

� LNG & LPG carriers                
� Suezmax/Aframax tankers 
� Ice-class shuttle tankers 
� Product carriers                         

� Multipurpose vessels

Members of Sovcomflot Group

JV with Rosneft



Global Presence 
to Serve Customers

Limassol

Moscow
London

Madrid

St. Petersburg

Odessa
Vladivostok

Novorossiysk

Offices / subsidiaries
Crewing offices

Growing global presence.
Strong positions in key Russian energy hubs. 

International team.

Planned offices
Rosnefteflot offices

Murmansk

Sakhalin



MAJOR CLIENTSMAJOR CLIENTS

Blue chip client base with shared values in respect of  
quality, safety and environment



SOVCOMFLOT RECENT KEY EVENTSSOVCOMFLOT RECENT KEY EVENTS

� First full year of uninterrupted Arctic shuttle tan ker 
operations from the Varandey offshore oil terminal in 
the Pechora Sea (ConocoPhillips-Lukoil joint projec t) –
60 liftings, >5 mln tonnes of crude oil shipped

� JV with Sakhalin Energy – port operator company for 
Prigorodnoye LNG and oil terminal. Start of LNG 
transportation from Russia in March 2009 (Sakhalin 2 
project) – 5 shipments of LNG by SCF LNG carriers. 

� Expansion into terminal operations and port-related  
services – investment in ice class tugs newbuilding 
programme

� Signing MOU with OAO Transneft in respect of Far-
East pipeline and Burgas - Alexandroupolis projects

� Integration of chartering  operations of Sovcomflot  and 
Novoship on the basis of Sovcomflot (UK), London

�



FULL RANGE OF SEABORNE ENERGY SERVICES

Product carriers

Ice class tankers

Crude oil tankers

Shuttle tankers LNG carriers 

LPG carriers 

Terminal operations

FSO

Drilling rigs 

FPSO/FSRUChemical tankers

Offshore Supply
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““One thing is clear: the era of easy oil One thing is clear: the era of easy oil 
is overis over””

David J. ODavid J. O’’Reilly, Chairman  & CEOReilly, Chairman  & CEO
Chevron CorporationChevron Corporation

““The Arctic has 24 per cent of The Arctic has 24 per cent of 
remaining undiscovered global remaining undiscovered global 
resourcesresources””

StatoilHydroStatoilHydro

““Arctic shipping is a segment of  fast Arctic shipping is a segment of  fast 
growth that will require innovative growth that will require innovative 
shipping solutions and an industrial shipping solutions and an industrial 
business model business model ““

Sovcomflot  statement,Sovcomflot  statement,
Ilulissat, May 2008Ilulissat, May 2008

ARCTIC RESOURCESARCTIC RESOURCES

Ilulissat



� More than 20% of Russian territory is located North of 
the Polar Circle

� Nations inhabiting Russian Far North have ages of 
experience in exploring and developing Arctic region

� Russians have centuries of Arctic navigation 
experience behind

� Currently regular navigations through the ice bound 
waters and harsh environment is executed by Russian 
shipping companies like PRISCO, Murmansk Shipping 
Co., Northern Shipping Co., FESCO, Norilsk Nickel, 
Sovcomflot etc.

� The Arctic and Sub-Arctic  regions of Russia account:
- 90% of Russian gas reserves;
- 60% of Russia oil reserves

� Oil and gas resources in the Arctic regions of Russia 
are the world’s biggest outside OPEC countries

RUSSIA IN ARCTICRUSSIA IN ARCTIC



Baltic Ice TradeBaltic Ice Trade

VarandeyVarandey
Lukoil/ Lukoil/ 

ConocoPhillipsConocoPhillips

Shtokman LNGShtokman LNG
GazpromGazprom

Yamal Projects Yamal Projects 
Gazprom Gazprom 
NovatekNovatek

SOVCOMFLOT PROJECTS AND FUTURE OPPORTUNITIES IN   SOVCOMFLOT PROJECTS AND FUTURE OPPORTUNITIES IN   
HARSH ENVIRONMENT AND ICE BOUND WATERSHARSH ENVIRONMENT AND ICE BOUND WATERS

PrirazlomnoyePrirazlomnoye
GazpromGazprom

Sakhalin II Sakhalin II 
Gazprom / Shell Gazprom / Shell 

/ Mitsui / / Mitsui / 
MitsubishiMitsubishi

Sakhalin I Sakhalin I 
Exxon/Mobile / Exxon/Mobile / 
CNPC / RosneftCNPC / Rosneft

New New 
Perspective Perspective 

Projects at Far Projects at Far 
East regionEast region



POSITIVE OUTLOOK FOR OIL PRICE SUPPORTS FURTHER POSITIVE OUTLOOK FOR OIL PRICE SUPPORTS FURTHER 
EXPLORATION AND DEVELOPMENT WORK IN THE ARCTICEXPLORATION AND DEVELOPMENT WORK IN THE ARCTIC



RUSSIAN ARCTIC UPSTREAM PROJECTSRUSSIAN ARCTIC UPSTREAM PROJECTS

Yamal  Project
(Kara Sea/Gulf of Ob) –

strategic oil & gas province of 
Russia:

� Ultra harsh environment
� Ice conditions
� Lack of infrastructure
� Possible LNG plant construction

Shtokman Project 
(Barents Sea) –

the world’s biggest proven 
offshore gas field:

� Ultra harsh environment
� Drifting ice
� Innovative technical solutions 
required
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PRESENT SCF GROUP FLEET FOR ARCTIC SHUTTLE PRESENT SCF GROUP FLEET FOR ARCTIC SHUTTLE 
OPERATIONSOPERATIONS

1C Aframax (100 000 Dwt)

Viktor Konetsky (2005)

Yuri Senkevich (2005)

1A Super Panamax (70 000 Dwt)

Vasily Dinkov (2008)

Kapitan Gotsky (2008)

Timofey Guzhenko (2009)

1A Super Panamax (70 000 Dwt)

Mikhail Ulyanov (2009)

Kirill Lavrov (2010)

Varandey

Sakhalin-1

Prirazlomnoye

Sovcomflot is world’s #1 ice-class tanker operator

Sovcomflot Ice Fleet (20% out of 133 vessels):
- 16 vessels of ice class 1A & 1A-Super and 
- 11 vessels of ice class 1B & 1C.
Average age of ice class tanker fleet is 4.6 year



SAKHALINSAKHALIN --1 PROJECT SHUTTLE TANKER OPERATIONS1 PROJECT SHUTTLE TANKER OPERATIONS

� International Project Consortium: Rosneft, 
ExxonMobil, Sodeco, ONGC

� 15-year time charter with Exxon Neftegas 

� 2 Aframax-size shuttle tankers:

•Ice-class 1C/1A (hull)

• -30ºC winterization package for year-round 
operations

•Bow loading system

•Electronic control of the ME engines

•Control Pitch Propulsion System

•Ice impact monitoring system



SOVCOMFLOT INDUSTRIAL PROJECTS DEVELOPMENT: SOVCOMFLOT INDUSTRIAL PROJECTS DEVELOPMENT: 
VARANDEY PROJECTVARANDEY PROJECT

� International Project of Naryanmarneftegas  
(JV of ConocoPhillips and LUKoil)

� 10-15year time charter with 
Naryanmarnetegas 

� 3 Panamax-size shuttle tankers 70,000 dwt :”
•1A Super Ice-class
•ICE AZIPOD propulsion 2 x10MW
•1.5 meter ice capability 
•Self-supporting ice navigation
•-45ºC winterization package
•LxBxH = 245 x 34 x 21 m
•T = 14 m
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ARCTIC SHUTTLE TANKERS FOR PRIRAZLOMNOYE ARCTIC SHUTTLE TANKERS FOR PRIRAZLOMNOYE 
PROJECTPROJECT

� Prirazlomnoye oil field development project is 
the first offshore oil production project in 
Barents Sea (Sevmornrftegaz - Gazprom 
subsidairy)

� 2 Panamax-size shuttle tankers 70,000 dwt :”
•1A Super Ice-class
•ICE AZIPOD propulsion 2 x 8,5MW
•1.2 meter ice capability 
•Self-supporting ice navigation
•-40ºC winterization package
•LxBxH = 258 x 34 x 20.8 m
•T = 14 m

� Long-term charter with Sevmorneftegas

� Critical mass of shuttle tankers in Pechora Sea 
area with potential for optimization between 
neighboring projects



Technological BreakthroughTechnological Breakthrough

Panamax 1A  Super (LU 6)Panamax 1A  Super (LU 6)
LNGC Super LNGC Super ““YamalYamal”” ice classice class

LNGC 1 C ice classLNGC 1 C ice class

Aframax 1 A SuperAframax 1 A Super

HOW TO BE COMMERCIALLY EFFICIENT IN PURSUINGHOW TO BE COMMERCIALLY EFFICIENT IN PURSUING
INNOVATIONS IN ARCTIC ENERGY SHIPPING?INNOVATIONS IN ARCTIC ENERGY SHIPPING?

2005

2006

2008

2006

2007
2015+

Panamax LU6Panamax LU6

LNGC 1 C ice classLNGC 1 C ice class

Aframax 1 CAframax 1 C



PIONEERING RESEARCH PROJECT IN THE ARCTIC: PIONEERING RESEARCH PROJECT IN THE ARCTIC: 
m/v TIMOFEY GUZHENKO FLOATING LABORATORYm/v TIMOFEY GUZHENKO FLOATING LABORATORY

� Timofey Guzhenko - 3rd in a series of Arctic shuttle tankers for the Varandey project

� Delivery – 20th February 2009, first loading – 22nd-23rd April 2009

� Pioneering study participants: 

Fiber-optic sensors within the ice belt to 
measure and record ice pressures and loads, 
and compute ice-induced responses of the hull 
structure at highly loaded locations

Ice Load Monitoring System

A bridge display depicting a color plot of 
the pressure distribution over each area 
includes an alarm to alert crews of large 
impacts



EXPECTED BENEFITS OF ICE LOAD MONITORING SYSTEMEXPECTED BENEFITS OF ICE LOAD MONITORING SYSTEM
� Safer operations

– Shows the operator the margin of 
safety in the structure in 
encountered ice conditions and 
shows what speed is safe 

– Alerts to operators 

� More efficiency
– Optimized speed

– Better fuel economy

– Less downtime for repairs etc.
� Full understanding of ship’s 

performance, design adequacy 
� Data for future design developments 

(Arctic Technology Development) and 
Rules developments

CabinetDesk-Top Display



SCF ICE MONITORING & INFORMATION EXCHANGE SYSTEMSCF ICE MONITORING & INFORMATION EXCHANGE SYSTEM

� Long Term Forecasts (annual)

� Medium Term Forecasts (forthcoming season and/or 
month)

� Current Ice Condition (2-3 times per week) and Short 
Term reduction

� Masters’ Reports exchange (dedicated form)

AANII April 2009 Forecast
- Average fast and drifting ice 
distribution and thickness 
(worst season)
- Increased dynamics due to 
ice river flood from Kara Sea



COOPERATION WITH RUSSIAN 
GOVERNMENTAL INSTITUTIONS

Agreement dated 08th May 2009 between SCF and “Rosa tomflot” on:
- Ice-breaking Assistance in Arctic Waters including Varandey area (FOIROT) 
- Joint researches on fleet operation conditions in ice covered waters
- Information exchange on technical management of ice-class vessels
- Sharing experience in training for seafarers serving onboard ice-going ships

Agreement dated 7 th June 2007 between SCF and 
“Rosmorport” on:
- Co-operation in development and providing port-
related services
- Interaction in providing ice-breaking assistance 
Agreement dated 15th May 2008 between SCF and 
“Rosatom” on:
- Interaction and collaboration in nuclear ice-breakers’
operations in Arctic Waters (including Northern Sea 
Route)
- Consulting on the issues related to technical 
management of nuclear ice-breaking fleet



Corporate presentation 2009

SECURING OPERATIONAL EXCELLENCE BY RECRUITING AND SECURING OPERATIONAL EXCELLENCE BY RECRUITING AND 
RETAINING BEST PROFESSIONALSRETAINING BEST PROFESSIONALS

� SCF ice expertise is based on Russian 
centuries of experience navigating in Arctic

� SCF ice crews were recruited from St. 
Petersburg, Murmansk, Archangelsk, 
Vladivostok and Nakhodka in the early 
1990’s

� SCF has its own ice training programme –
one of the First Ice Simulators was set up in 
St-Petersburg and financed by SCF

� Future SCF officers commence ice training
at Marine Academies, 2-3 years before 
joining Company vessels

� SCF top management obtained onboard 
experience in Arctic within old established 
national shipping companies trading in the 
Arctic and Antarctic

� Today’s SCF pool of Ice Masters counts > 
50 Captains 
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ARCTIC FROM THE SPACE ARCTIC FROM THE SPACE -- GLOBAL WARMING?GLOBAL WARMING?

Summer Ice Bound Area 
(Forecast)

There will be enough ice up to 2020 – 2030!

Winter Ice Bound Areas in Kara Sea 
(Actual)



VARANDEY, MAY 2009 VARANDEY, MAY 2009 -- GLOBAL WARMING, BUT GLOBAL WARMING, BUT ……
STILL A PLENTY OF ICESTILL A PLENTY OF ICE !!



NORTHERN SEA ROUTE NORTHERN SEA ROUTE 

� Northern Sea Route  is about 5,600 km ( 3020 nm) but  
summer navigation period is about 90 days

� Arctic all-type ice navigation  support and coordination level 
as well as emergency response are not sufficient

� Icebreaker’s escort and assistance is necessary even for ice 
class  vessels for any ice conditions  

� The repair and supply services are not available in this area

Port Tiksi Port Tiksi 



Arc 7
Arc 7

Arc 6 - 5

Arc 6 - 5

Arc 4
Arc 4

Open water

1800 E

1600 E

1250 E

Cape 
Cheluskin

Port of Dikson

Obskaya Guba

600 E

Kolguev Island

Port of 
Murmansk

NAVIGATING PERIODS IN NORTHERN SEA ROUTENAVIGATING PERIODS IN NORTHERN SEA ROUTE

Port of Pevek

Ice Class Arc 4-7 by Russian Maritime Register of S hipping



LOGISTICAL SOLUTIONS FOR OIL AND GAS  TRANSPORTATIONLOGISTICAL SOLUTIONS FOR OIL AND GAS  TRANSPORTATION
IN ARCTIC IN ARCTIC 

Shuttle tankers with Polar Shuttle tankers with Polar 
Ice Class notationIce Class notation

FSO at suitable FSO at suitable 
location in yearlocation in year--round round 

ice free watersice free waters

Standard crude oil Standard crude oil 
tanker tanker 

Solution A. Self-supporting navigation system by icebreaking vessels (ice pod 
drive) with  limited  icebreaker escort needed during a spring time when  the ice 
conditions could be too heavy 



Corporate presentation 2009

Standard crude oil tanker Standard crude oil tanker 
with Ice Class notationwith Ice Class notation

Solution B. Icebreaker escorting navigation system by ice-going vessels (ice 
strengthened hull and propulsion) with icebreaker escort during the winter -
spring season when  the heavy ice conditions are 

LOGISTICAL SOLUTIONS FOR OIL AND GAS  TRANSPORTATIONLOGISTICAL SOLUTIONS FOR OIL AND GAS  TRANSPORTATION
IN ARCTIC IN ARCTIC 



GREENHOUSE GAS EMMISSION  IN ARCTICGREENHOUSE GAS EMMISSION  IN ARCTIC
� IMO MEPC developed at its 58th session a proposal for a 
method of calculation of the Energy Efficient Design Index 
(EEDI) for new ships which will aim shipping companies to 
implement CO2 reducing practice and technologies

� The critical question of the formulation of EEDI for 
vessels for Arctic transportation is a high engine power 
and increased light ship weight due to ice strengthening of 
the hull and propulsion

� Our Finland Colleagues have proposed to use for 
calculations of EEDI for tankers with ICE CLASS from 1C 
to 1A Super two correction coefficients: one for increased 
power and one for decreased deadweight. This will make 
ice strengthened ships equal to open water ships

� The most prospective type of ships for developing Arctic 
transport systems like ice-breaking tankers, offshore 
supply vessels, diesel electric icebreakers  etc. should be 
also taken into  consideration  for Energy Efficient Design 
Index 



� Class Societies co-operative efforts to 
provide shipowners and designers with 
valuable guidance for their Arctic projects

� Harmonization of a number of technical 
requirements regarding hull form, ice 
strengthening, propulsion design and power, 
winterization package etc., to provide shipping 
companies and shipbuilders with a clear and 
valuable guidance for their Arctic vessel design

� Close cooperation of  Class Societies, 
leading  Arctic shipping research institutes like 
Russian Krylov and CNIIMF, Finnish Aker 
Arctic, OCIMF Ice Navigation Sub-Committee 
etc.  for further study of cold climate aspects  
and their influence on the large vessels’ design

DEVELOPMENT OF SHIP DESIGN FOR  ARCTIC NAVIGATION DEVELOPMENT OF SHIP DESIGN FOR  ARCTIC NAVIGATION 



IS ARCTIC SHIPPING ABLE TO PROVIDE FAST RETURNS ON IS ARCTIC SHIPPING ABLE TO PROVIDE FAST RETURNS ON 
INVESTMENTS?INVESTMENTS?

� Arctic requires industrial shipping approach with h igh degree of
interdependence of upstream project developers and shippers.

� Long-term industrial commitments and business plann ing with Russian 
and International oil majors is the pathway to esta blishing a feasible 
shipping activities in Arctic.

� Industrial approach to Arctic shipping represents l ong-term investments 
and consequently marginal but sustainable return.

Arctic shipping is not for short-term profit oriented bus iness models



Conclusions

� Arctic oil & gas projects have great 
potential to become the next decades’ main 
growth area

� Seaborne transportation solutions provide 
a key to unlocking the Arctic’s resource 
potential and requires close interaction 
among project operators, owners, 
shipbuilders, governments  and 
classification societies

� These modern Arctic challenges require  
adequate response which includes:

o development of infrastructure based on new 
production and transportation technologies

o development of national and international 
legislation

o partnership between governmental institutions 
and private business

o international co-operation
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� Challenging environment dictates the need for 
innovative technical solutions which in turn 
creates an excellent opportunity for 
international co-operation to enhance a modern 
day public perception of an environmentally 
sensitive industry 

� Long-term planning and considerable 
investment of human and material resources 
are prerequisites for success in Arctic projects 
(short-term profiteering oriented businesses do 
not survive in the Arctic)

� Sovcomflot has been growing its Arctic 
experience over decades and now  possesses 
all    the key ingredients necessary for success 
in operations. The most important element is 
that of well trained and experienced personnel 
ashore and onboard 

Conclusion



Thank you for attention!Thank you for attention!Thank you for attention!
HAVE A NICE DAY!

FOIROT “Varandey”
69-03-36N
058-08-57E
March 2009


