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Directors' report

Principal activities

Business review
During the financial year:

The Company made a US$nil profit (2019: US$nil); and
The Company’s total indebtedness was US$898,189,221 (2019: US$896,486,455).

Future developments
The Directors expect the present level of activities to be maintained for the foreseeable future. 

Results and dividends for the financial year under review

Changes in Directors, secretary and registered office

Directors, secretary and their interests

Risk management objectives and policies

Audit committee

The main risk arising from the Company’s financial instruments is credit risk. The Company’s exposure to market, credit, liquidity and
operational risks and the Company’s objectives, policies and processes for measuring and managing these risks are outlined in Note 17 of the
financial statements.

Public health threats such as coronavirus (COVID-19) or other epidemics or pandemics could affect the operations of the Company. The spread
of COVID-19 and the measures taken to contain or mitigate it have had dramatic adverse consequences for the global economy, as well as
regional and national economies. The continued spread of COVID-19 has led to supply chain destabilisation, facility closures, workforce
disruption and volatility in the global economy, and its full impact is impossible to predict. The extent to which COVID-19 may impact the
Company will depend on future developments, including, but not limited to, the duration and spread of the pandemic, its severity, further
actions to contain the virus or treat its impact, including the speed of roll-out of vaccines and their effectiveness, and the duration, timing and
severity of the impact on global financial markets and the condition of the Russian economy, all of which are still highly uncertain and cannot
be predicted.

The Directors considered the impact that COVID-19 may have over the going concern assumption of the Company. The limited recourse nature
of the securities issued by the Company limit the investor’s recourse only up to the underlying net assets of that particular debt securities issued.
The investors have no right to petition for insolvency proceedings against the Company in the event that the underlying assets are insufficient to
repay the principal amount of the debt securities issued.

Under Section 1551(1) of the Act as amended, all public-interest entities are required to establish an audit committee, subject to certain
exemptions. Section 167 of the Act also requires the directors of a large company (as such term is defined in the Act) to establish an audit
committee or to state the reasons for not establishing such a committee.

As set out in Section 1551(11)(c) of the Act, a Company issuing asset backed securities may avail itself of an exemption from the requirements
to establish an audit committee. The sole business of the Company relates to the issuing of asset-backed securities. Given the contractual
obligations of Vistra Alternative Investments (Ireland) Limited ("VAIIL") (in its capacity as corporate services provider) and the limited
recourse nature of the securities issued by the Company and considering that the Company is operating within the balance sheet and turnover
threshold limits as set out under Section 167(1) of the Act, the Board of Directors (the "Board") has concluded that there is currently no need
for the Company to have a separate audit committee in order for the Board to perform effective monitoring and oversight of the internal control
and risk management systems of the Company in relation to the financial reporting process and the monitoring of the statutory audit and the
independence of the statutory auditors. Accordingly, the Company has availed itself of the exemption under Section 1551(11)(c) of the Act not
to establish an audit committee.

The Directors present the Directors Report and audited financial statements of SCF Capital Designated Activity Company (the “Company”), for
the financial year ended 31 December 2020. 

The Company’s parent company is SCF Overseas Holding Limited, incorporated in Cyprus, and its ultimate parent company is PAO
Sovcomflot, a Russian State owned company, incorporated in the Russian Federation, whose shares are listed on the Moscow Stock Exchange
since October 2020. The principal activity of the Company is the issue of debt securities for the purpose of advancing loans to subsidiaries of
Sovcomflot Group (the ''Group''). The Group is one of the largest shipping groups worldwide.

As at 31 December 2020, the loans and receivables balance amounted to US$895,584,558 (2019: US$893,825,315) of which US$273,899,611
(2019: US$273,361,576) is receivable from SCF Tankers Limited and US$621,684,947 (2019: US$620,463,739) is receivable from SCF
Overseas Holding Limited.

The results for the financial year are set out on page 13. The Directors do not recommend the payment of a dividend in respect of the financial
year under review (2019: US$nil).

There were no changes in Directors, secretary and registered office during the financial year and/or since the financial year end. 

The Directors and secretary who held office on 31 December 2020 had no interest in any shares, share options, debentures or deferred shares in
the Company or any group company at the beginning and/or end of the current financial year or at the date of appointment if later, requiring
disclosure in the Directors' report pursuant to Section 329 of the Act.
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Directors' report (continued)

Going concern

Transactions involving Directors

Political donations
The Company did not make any political donations during the financial year (2019: US$ nil).

Corporate governance statement
Introduction

Financial Reporting Process 

Risk Assessment

More specifically:

Control Activities

The Board is responsible for establishing and maintaining adequate internal control and risk management systems of the Company in relation to
the financial reporting process. Such systems are designed to manage rather than eliminate the risk of failure to achieve the Company’s
financial reporting objectives and can only provide reasonable and not absolute assurance against material misstatement or loss.

The Board has established processes regarding internal control and risk management systems to ensure its effective oversight of the financial
reporting process. These include appointing VAIIL to maintain the accounting records of the Company independently of the Trustee and the
Borrower. VAIIL is contractually obliged to maintain proper accounting records as required by the corporate services agreement between the
Company and VAIIL (the "CSA"). To that end, VAIIL performs reconciliations of its records to those of the Trustee and the Borrower. VAIIL is
also contractually obliged to prepare for review and approval by the Board the annual report including financial statements intended to give a
true and fair view.

The Board evaluates and discusses significant accounting and reporting issues as the need arises. From time to time, the Board also examines
and evaluates VAIIL’s financial accounting and reporting routines and monitors and evaluates the external auditor's performance, qualifications
and independence. VAIIL has operating responsibility for internal control in relation to the financial reporting process and VAIIL’s report to the
Board. 

The Board is responsible for assessing the risk of irregularities whether caused by fraud or error in financial reporting and ensuring the
processes are in place for the timely identification of internal and external matters with a potential effect on financial reporting. The Board has
also put in place processes to identify changes in accounting rules and recommendations and to ensure that these changes are accurately
reflected in the Company’s financial statements. 

VAIIL has a review procedure in place to ensure errors and omissions in the financial statements are identified and corrected.
Regular training on accounting rules and recommendations are provided to the accountants employed by VAIIL.

The Directors anticipate that the Company will continue to generate enough cash flows on an ongoing basis to meet the Company’s liabilities as
they fall due.

The response to the impact of COVID-19 is set out in the Risk management objectives and policies on page 2.  

The Directors have concluded that the impact of the COVID-19 does not represent a material uncertainty in relation to the Company’s ability to
continue as going concerns through the date of the issuance of these financial statements. 

Further details regarding the adoption of the going concern basis, in preparing the financial statements, can be found in the Basis of preparation
(Note 2).

There were no contracts or arrangements in relation to the business of the Company in which the Directors had any interest, as defined by the
Act, at any time during the financial year ended 31 December 2020 (2019: US$ nil).

The Company is subject to and complies with Irish Statute comprising the Act and the Listing rules of Euronext Dublin. The Company is not
subject to additional requirements in addition to those required by the above. Each of the service providers engaged by the Company is subject
to their own corporate governance requirements.

VAIIL is contractually obliged to design and maintain control structures to manage the risks which the Board judges to be significant for
internal control over financial reporting. These control structures include appropriate division of responsibilities and specific control activities
aimed at detecting or preventing the risk of significant deficiencies in financial reporting for every significant account in the financial
statements and the related notes.  
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Directors' report (continued)

Corporate governance statement (continued)
Monitoring

Capital Structure

Powers of Directors

Accounting records

Subsequent events

Statement of relevant audit information

Directors' compliance statement

Independent auditor

Approved and authorised for issue on behalf of the Board

Fergus O’Donnell Alexander Verbo
Director Director
Date:

In the case of each of the persons who are Directors at the time this report is approved in accordance with Section 332 of the Act:

so far as each Director is aware, there is no relevant audit information of which the Company’s statutory auditor is unaware; and 
each Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any relevant audit
information and to establish that the Company’s statutory auditor is aware of that information. 

The Directors confirm that 

The Board has an annual process to ensure that appropriate measures are taken to consider and address the shortcomings identified and
measures recommended by the independent auditors.

Given the contractual obligations on VAIIL, the Board has concluded that there is currently no need for the Company to have a separate internal
audit function in order for the Board to perform effective monitoring and oversight of the internal control and risk management systems of the
Company in relation to the financial reporting process.

No person has a significant direct or indirect holding of securities in the Company. No person has any special rights of control over the
Company’s share capital. With regard to the appointment and replacement of Directors, the Company is governed by its Articles of Association
and Irish Statute comprising the Act. The Articles of Association themselves may be amended by special resolution of the shareholders.

The Board is responsible for managing the business affairs of the Company in accordance with the Articles of Association. The Directors may
delegate certain functions to VAIIL and other parties, subject to the supervision and direction by the Directors. The Directors have delegated the
day to day administration of the Company to VAIIL.

The measures that the Directors have taken to secure compliance with the requirements of Section 281 to 285 of the Act with regards to the
keeping of adequate accounting records are to outsource this function to a specialised provider of such services. The books of account of the
Company are maintained by VAIIL at First Floor, Block A, George's Quay Plaza, George's Quay, Dublin 2, Ireland.

There have been no other significant subsequent events that require disclosure and/or adjustment in these financial statements up to the signing
of this report.

On 26 April 2021, the Company, issued $430 million of Senior Notes (the “New Notes”), redeemable at par value, maturing on 26 April 2028.
The New Notes are unsecured and guaranteed by Sovcomflot. Interest accrues at 3.85% from 26 April 2021 and is payable semi-annually in
arrears on 26 April and 26 October of each year, commencing on 26 October 2021. There are no equity conversion rights or options attached to
the New Notes. The New Notes were used to partly refinance the $900 million 5.375% Senior Notes (the “Old Notes”) due in 2023. A total
amount of $401,573 million of the Old Notes was tendered back to the Company at a price of $107.125 per $100 par value. Of the $28.6
million premium paid on the tendered bonds, $19.4 million will be expensed to profit or loss, together with $1.7 million of unamortised
financing costs relating to Old Notes tendered but not refinanced with New Notes. The balance of $9.2 million relating to refinancing of the Old
Notes with New Notes has been netted off against the proceeds raised from the New Notes. The refinancing of the Old Notes with the New
Notes represents loan modification with an estimated gain on modification of $3.6 million, to be recognised in the income statement in the year
ended 31 December 2021.

they have, to the best of their knowledge, complied with its relevant obligations as defined in section 225 of the Act;
relevant arrangements and structures have been put in place that provide a reasonable assurance of compliance in all material respects by
the Company with its relevant obligations, which arrangements and structures may, if the Directors so decide, include reliance on the
advice of one or more than one person employed by the Company or retained by it under a contract for services, being a person who
appears to the Directors to have the requisite knowledge and experience to advise the Company on compliance with its relevant
obligations; and
the arrangements and structures in place, are reviewed during the financial year and on an annual basis.

On 2 December 2020, Ernst & Young resigned as independent auditor and Deloitte Ireland LLP, Chartered Accountants and Statutory Audit
Firm, were appointed as the independent auditor and will continue in office in accordance with Section 383(2) of the Act.
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Directors' Responsibilities Statement

In preparing those financial statements, the Directors are required to:

make judgements and estimates that are reasonable and prudent;

Approved and authorised for issue on behalf of the Board

Fergus O’Donnell Alexander Verbo
Director Director

Date: 

Irish company law requires the Directors to prepare the financial statements for each financial year. Under the law, the Directors have elected to
prepare the financial statements in accordance with International Financial Reporting Standards (“IFRS”) as adopted by the European Union
(“EU”). Under company law, the Directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the assets, liabilities and financial position of the Company as at the financial year end date and of the profit or loss of the Company for the
financial year and otherwise comply with the Act.

select suitable accounting policies for the Company's financial statements and apply them consistently;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in
business; and
state whether the financial statements have been prepared in accordance with applicable accounting standards, identify those standards and
note the effect and the reasons for any material departure from those standards.

The Directors are responsible for ensuring that the Company keeps or causes to be kept adequate accounting records which correctly explain
and record the transactions of the Company, enable at any time the assets, liabilities, financial positions and profit or loss of the Company to be
determined with reasonable accuracy, that the financial statements and Directors’ report comply with the Act and enable the financial
statements to be audited. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities. The financial statements comply with the above mentioned requirements.

The Directors are responsible for preparing the Directors’ Report and the audited financial statements in accordance with applicable Irish law
and regulations.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 
SCF CAPITAL DAC 

 

 
Report on the audit of the financial statements 
 
Opinion on the financial statements of SCF Capital DAC (the ‘company’) 
 
In our opinion the financial statements: 
 

• give a true and fair view of the assets, liabilities and financial position of the company as at financial year end 31 December 
2020 and of the profit for the financial year then ended; and 

• have been properly prepared in accordance with the relevant financial reporting framework and, in particular, with the 
requirements of the Companies Act 2014.  

 
The financial statements we have audited comprise: 

 

• the Statement of Comprehensive Income; 

• the Statement of Financial Position; 

• the Statement of Changes in Equity; 

• the Cash Flow Statement; and 

• the related notes 1 to 20, including a summary of significant accounting policies as set out in note 3. 
 
The relevant financial reporting framework that has been applied in their preparation is the Companies Act 2014 and International 
Financial Reporting Standards (IFRS) as adopted by the European Union(“the relevant financial reporting framework”). The relevant 
financial reporting framework that has been applied in the preparation of the parent company financial statements is the Companies 
Act 2014 and International Financial Reporting Standards (IFRS) as adopted by the European Union]] (“the relevant financial 
reporting framework”) 
 
Basis for opinion 
 
We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs (Ireland)) and applicable law. Our 
responsibilities under those standards are described below in the “Auditor's responsibilities for the audit of the financial 
statements” section of our report.  
 
We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Ireland, including the Ethical Standard issued by the Irish Auditing and Accounting Supervisory Authority (IAASA), as 
applied to public interest entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
 
Summary of our audit approach 
 

Key audit matters The key audit matters that we identified in the current year were: 
 

• Valuation of Loans and Receivables 

• ECL Provision 

Materiality The materiality that we used in the current year was €17,911,691 which was determined on 
the basis of Debt securities issued. 

Scoping Our scoping involved obtaining an understanding of the company, its environment and 
assessing the risks of material misstatement within the company. 



 

 

Significant changes in our 
approach 

There are no noted changes to our audit approach as this was a first year audit.  

 
Conclusions relating to going concern  
 
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the 
preparation of the financial statements is appropriate.  
 
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the 
preparation of the financial statements is appropriate.  
 
Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern basis of accounting 
included: 
 

• We obtained the Directors Assessment of Going Concern and challenged the key assumptions used in determining the 
company’s ability to continue as a going concern;  

• We performed an assessment of the current year performance and year-end position of the company and performed a 
review of the audited financial statements of the parent company as they are the gaurantor of the loans to ensure the 
parent can demonstrate sufficient liquidity to meet potential defaults as they arise; and 

• We evaluated the adequacy of the relevant disclosures made in the financial statements. 
 
Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, 
individually or collectively, may cast significant doubt on the ability to continue as a going concern for a period of at least twelve 
months from when the financial statements are authorised for issue. 
 
Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of 
this report. 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial 
statements of the current financial year and include the most significant assessed risks of material misstatement (whether or not 
due to fraud) we identified, including those which had the greatest effect on: the overall audit strategy, the allocation of resources 
in the audit; and directing the efforts of the engagement team. These matters were addressed in the context of our audit of the 
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. 
 

Valuation of Loans and Receivables  

Key audit matter 
description 

Loans and Receivables are the main asset held by the company and therefore the valuation of these 
assets has been identified as a key audit matter.   As a result, and given the significant balance held, a 
significant portion of audit effort was directed towards the audit of the loans and receivables balance. 
 
Loans and Receivables amounted to €895,584,558 as at 31 December 2020. 
 
Refer to the accounting policy on page 27 and the disclosure in note 11 of the financial statements. 
 

How the scope of our 
audit responded to the 
key audit matter 
 

We designed our audit procedures to address the key audit matter described above in relation to the 
valuation of the Loans and Receivables.  Procedures included the following: 
 
We obtained an understanding of the valuation and reconciliation process for loans and receivables 
and we evaluated the design and determined the implementatoin of the relevant controls in respect 
of the valuation process for Level 2 investments.  
 
We performed substantive procedures over the valuation of the assets by independently obtaining 
confirmations from the relevant counterparty and comparing to the financial statements.  
 
 



 

 

We considered if the company’s valuation policy for investments is in accordance with the relevant 
financial reporting framework and also evaluated the disclosures made in respect of the valuation of 
investments to ensure compliance with the requirements set out within. 
 

ECL Provision 
  

Key audit matter 
description 

 
 
 

ECL Provision is significant accounting judgement and therefore the provision has been identified as a 
key audit matter.  
 
ECL Provision amounted to €nil  as at 31 December 2020. 
 
Refer to the accounting policy on pages 22 and 27 and the disclosure in notes 3 and 11 of the Financial 
Statements. 
 

How the scope of our 
audit responded to the 
key audit matter  

We designed our audit procedures to address the key audit matter described above in relation to the 
ECL Provision Procedures included the following: 
 
We obtained an understanding and assessed the design of the key controls that have been 
implemented over the ECL Provision.   

 
We obtained an understanding of ECL calculation process for loans and recievables and assessed the 
design and determined the implementation of the relevant controls identified within. 

 
We performed substantive procedures over the provision by analysing the probability of default rates 
used and also reviewing the parent company to ensure the 0% rate used was correct.   
 
We considered if the company’s valuation policy for investments is in accordance with the relevant 
financial reporting framework and also evaluated the disclosures made in respect of the valuation of 
investments to ensure compliance with the requirements set out within. 

 
Our audit procedures relating to these matters were designed in the context of our audit of the financial statements as a whole, 
and not to express an opinion on individual accounts or disclosures. Our opinion on the financial statements is not modified with 
respect to any of the risks described above, and we do not express an opinion on these individual matters. 
 
Our application of materiality 
 
We define materiality as the magnitude of misstatement that makes it probable that the economic decisions of a reasonably 
knowledgeable person, relying on the financial statements, would be changed or influenced. We use materiality both in planning 
the scope of our audit work and in evaluating the results of our work.  
 
We determined materiality for the company to be €17,911,691 which is approximately 2% of debt securities issued. We have 
considered the debt securities issued to be the critical component for determining materiality because it is the main driver of the 
financial statements.  We have considered quantitative and qualitative factors such as understanding the entity and its environment, 
complexity of the company, reliability of control environment.   
  



 

 

 
 
We agreed with the Board of Directors that we would report to them any audit differences in excess of €895,585, as well as 
differences below that threshold which, in our view, warranted reporting on qualitative grounds. We also report to the Board of 
Directors on disclosure matters that we identified when assessing the overall presentation of the financial statements. 
 
An overview of the scope of our audit 
 
Our audit was scoped by obtaining an understanding of the company and its environment, including the controls operating within 
the company, and assessing the risks of material misstatement related to the financial statements of the company. The risks of 
material misstatement that had the greatest effect on our audit are identified as key audit matters in the table above. 
 
Other information 
 
The other information comprises the information included in the annual report, other than the financial statements and our 
auditor’s report thereon. The directors are responsible for the other information contained within the annual report.   
 
Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated 
in our report, we do not express any form of assurance conclusion thereon. 
 
Our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify 
such material inconsistencies or apparent material misstatements, we are required to determine whether there is a material 
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. 
 
We have nothing to report in this regard. 
 
Responsibilities of directors 
 
As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the financial 
statements and for being satisfied that they give a true and fair view and otherwise comply with the Companies Act 2014, and for 
such internal control as the directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going 
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the 
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so. 
 
Auditor’s responsibilities for the audit of the financial statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a 
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (Ireland) will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 

Debt Security 
Issued 

€895,584,558

Materiality 
€17,911,691

Committee 
reporting threshold 

€895,585

Debt Security
Issued



 

 

statements. 
 
As part of an audit in accordance with ISAs (Ireland), we exercise professional judgment and maintain professional scepticism 
throughout the audit. We also: 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and 
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 
 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal control. 

 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by the directors. 

 

• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on 
the company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw 
attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of the auditor’s report. However, 
future events or conditions may cause the entity (or where relevant, the group) to cease to continue as a going concern. 

 

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether 
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that the auditor identifies during the audit. 
 
For listed entities and public interest entities, the auditor also provides those charged with governance with a statement that the 
auditor has complied with relevant ethical requirements regarding independence, including the Ethical Standard for Auditors 
(Ireland) 2016, and communicates with them all relationships and other matters that may reasonably be thought to bear on the 
auditor’s independence, and where applicable, related safeguards. 
 
Where the auditor is required to report on key audit matters, from the matters communicated with those charged with governance, 
the auditor determines those matters that were of most significance in the audit of the financial statements of the current period 
and are therefore the key audit matters. The auditor describes these matters in the auditor’s report unless law or regulation 
precludes public disclosure about the matter or when, in extremely rare circumstances, the auditor determines that a matter should 
not be communicated in the auditor’s report because the adverse consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication. 
 
Report on other legal and regulatory requirements 
 
Opinion on other matters prescribed by the Companies Act 2014 
 
Based solely on the work undertaken in the course of the audit, we report that: 
 

• We have obtained all the information and explanations which we consider necessary for the purposes of our audit. 

• In our opinion the accounting records of the company were sufficient to permit the financial statements to be readily and 
properly audited. 

• The financial statements are in agreement with the accounting records. 

• In our opinion the information given in the directors’ report is consistent with the financial statements and the directors’ report 
has been prepared in accordance with the Companies Act 2014. 

 
  



 

 

Corporate Governance Statement required by the Companies Act 2014 
 
We report, in relation to information given in the Corporate Governance Statement on pages 3 to 4 that: 

 

• In our opinion, based on the work undertaken during the course of the audit, the information given in the Corporate 
Governance Statement pursuant to subsections 2(c) and [(d)] of section 1373 Companies Act 2014 is consistent with the 
company’s statutory financial statements in respect of the financial year concerned and such information has been prepared 
in accordance with the Companies Act 2014.  
 

• Based on our knowledge and understanding of the company and its environment obtained in the course of the audit, we have 
not identified any material misstatements in this information. 

 
Matters on which we are required to report by exception 
 
Based on the knowledge and understanding of the company and its environment obtained in the course of the audit, we have not 
identified material misstatements in the directors’ report 
 
We have nothing to report in respect of the provisions in the Companies Act 2014 which require us to report to you if, in our opinion, 
the disclosures of directors’ remuneration and transactions specified by law are not made. 
 
The Listing Rules of the Euronext Dublin require us to review six specified elements of disclosures in the report to shareholders by 
the Board of Directors’ remuneration committee. We have nothing to report in this regard. 
 
Other matters which we are required to address 
 
We were appointed by Board of Directors on 02 December 2020 to audit the financial statements for the financial year 31 December 
2020. This is the first year of the firms appointment, with year ending 31 December 2020 being the first year of audit by the firm.  
 
The non-audit services prohibited by IAASA’s Ethical Standard were not provided and we remained independent of the company in 
conducting the audit. 
 
Our audit opinion is consistent with the additional report to the audit committee we are required to provide in accordance with ISA 
(Ireland) 260. 
 
Use of our report  
 
This report is made solely to the company’s members, as a body, in accordance with Section 391 of the Companies Act 2014. Our 
audit work has been undertaken so that we might state to the company’s members those matters we are required to state to them 
in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility 
to anyone other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions 
we have formed. 
 
 
 
 
 
For and on behalf of Deloitte Ireland LLP 
Chartered Accountants and Statutory Audit Firm  
Deloitte & Touche House, Earlsfort Terrace, Dublin 2  
 
 
6 October 2021 
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Independent auditor's report to the members of SCF Capital Designated Activity Company (continued)
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Independent auditor's report to the members of SCF Capital Designated Activity Company (continued)

DocuSign Envelope ID: 2266CE02-0C20-4596-B5D7-96CB29A15B6D



Page 11
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Independent auditor's report to the members of SCF Capital Designated Activity Company (continued)
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Statement of comprehensive income
For the financial year ended 31 December 2020

Financial Financial
year ended year ended

Note 31-Dec-20 31-Dec-19
US$ US$

Interest and similar income 4         50,134,243            49,708,595 
Interest and similar expenses 5        (50,134,243)          (49,708,595)
Other income 6              106,404 81,925 

Operating profit              106,404 81,925 

Administration and other expenses 7             (106,404) (81,925)

Profit before taxation -                             - 

Taxation 8 -                             - 

Profit for the financial year -                             - 

Other comprehensive income -                             - 

Total comprehensive income for the financial year -                             - 

All items dealt with in arriving at the above results for the financial year ended 31 December 2020 and 31 December 2019 related to continuing
operations.

The accompanying notes on pages 17 to 30 form an integral part of these financial statements.
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Statement of financial position
As at 31 December 2020

Note 2020 2019
US$ US$

Assets
Loans and receivables 11       895,584,558          893,825,315 
Trade and other receivables 10           2,580,915              2,453,452 
Cash and cash equivalents 9 25,999 209,939 

Total assets       898,191,472          896,488,706 

Liabilities and equity

Liabilities
Debt securities issued 13       895,584,558          893,825,315 
Trade and other payables 12           2,604,663              2,661,140 

Total liabilities       898,189,221          896,486,455 

Equity
Called up share capital 14 1 1 
Retained earnings 2,250 2,250 

Total equity 2,251 2,251 

Total liabilities and equity       898,191,472          896,488,706 

Approved and authorised for issue on behalf of the Board

Fergus O’Donnell Alexander Verbo
Director Director

Date:

The accompanying notes on pages 17 to 30 form an integral part of these financial statements.
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Statement of changes in equity
For the financial year ended 31 December 2020

Called up
share capital

Retained 
earnings Total

US$ US$ US$
Balance as at 1 January 2019 1 2,250 2,251 

Profit for the financial year - - - 

Other comprehensive income - - - 

Balance as at 31 December 2019 1 2,250 2,251 

Profit for the financial year - - - 

Other comprehensive income - - - 

Balance as at 31 December 2020 1 2,250 2,251 

The accompanying notes on pages 17 to 30 form an integral part of these financial statements.
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Statement of cash flows
For the financial year ended 31 December 2020

Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

Note US$ US$

Cash flows from operating activities 
Profit before taxation -                             - 

Adjustments for:
Interest on receivable notes 4        (48,375,000)          (48,375,000)
Interest on debt securities issued 5         48,375,000            48,375,000 
Amortisation of facility fees 4          (2,419,090)            (1,979,345)
Amortisation of premium income 4             (659,847)               (645,750)
Amortisation of issue cost 5           2,419,090              1,979,345 
Amortisation of premium expense 5              659,847 645,750 
Increase in trade and other receivables             (127,463) (56,211)
(Decrease)/increase in trade and other payables               (56,477) 874 
Total             (183,940) (55,337)

Interest on receivable notes received 4         48,375,000            48,375,000 
Net cash generated from operating activities         48,191,060            48,319,663 

Cashflow from financing activity
Interest on debt securities issued paid 5        (48,375,000)          (48,375,000)
Net cash used in financing activity        (48,375,000)          (48,375,000)

Net decrease in cash and cash equivalents             (183,940) (55,337)

Cash and cash equivalents at the beginning of the financial year              209,939 265,276 

Cash and cash equivalents at the end of the financial year 9 25,999 209,939 

The accompanying notes on pages 17 to 30 form an integral part of these financial statements.
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Notes to the financial statements
For the financial year ended 31 December 2020

1. Corporate information

2. Basis of preparation

(a) Statement of compliance

(b) Basis of measurement

(c) New standards, amendments or interpretations

(i) Effective for annual periods beginning on 1 January 2020

Description Effective date
1 January 2020
1 January 2020
1 January 2020
1 January 2020

1 June 2020

(ii) Standards not yet effective, but available for early adoption

Effective date*
1 January 2021**
1 January 2021**

1 April 2021**
1 January 2022**
1 January 2022**
1 January 2022**
1 January 2022**
1 January 2023**
1 January 2023**

1 January 2023**

1 January 2023**

SCF Capital Designated Activity Company (the “Company”), is a limited liability company, incorporated and domiciled in Ireland under
the Act. The Company was incorporated on 16 August 2010 under registration number 487769 and its parent company is SCF Overseas
Holding Limited, incorporated in Cyprus, and its ultimate parent company is PAO Sovcomflot, a Russian State owned company,
incorporated in the Russian Federation, whose shares are listed on the Moscow Stock Exchange since October 2020. . The address of its
registered office is Block A, George's Quay Plaza, George's Quay, Dublin 2, Ireland. The ultimate parent is the Russian Federation. The
principal activity of the Company is the issue of debt securities for the purpose of advancing loans to group companies. The Group is one
of the largest shipping companies worldwide.

The debt securities are listed on Euronext Dublin. The Company has no employees.

The financial statements have been prepared under the historical cost convention. The significant accounting policies are set out in note 3.

Amendments to IFRS 9, IAS 39 and IFRS 7 Interest Rate Benchmark Reform 

Amendments to IFRS 16: Leases Covid 19 - Related Rent Concessions

None of the above standards, amendments and interpretations had a significant impact on the Company’s financial statements.

Description
Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform - Phase 2
Amendments to IFRS 4: Insurance Contracts - deferral of IFRS 9

Amendments to IFRS 3: Business Combinations

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board (“IASB”) as adopted by the European Union (“EU”) and in accordance with the provision of the
Act, applicable to companies reporting under IFRS.

The basis of preparation and the significant accounting policies set out in note 2(b) and 3 respectively have been consistently applied in
preparing the financial statements for the financial year ended 31 December 2020 and the comparative information presented in these
financial statements is for financial year ended 31 December 2019.

The response to the impact of COVID-19 is set out in the Risk management objectives and policies section of the Director’s report. The
Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future. Accordingly, the Directors continue to adopt the going concern basis in preparing these financial statements.

The Directors have set out below both the upcoming EU endorsed and un-endorsed accounting standards, amendments or interpretations.

Amendments to IAS 1 And IAS 8: Definition of Material
Amendments to References to the Conceptual Framework in IFRS Standards

** Not endorsed

Proposed amendments to IFRS 16 Leases: Covid-19-Related Rent Concessions beyond 30 June 2021

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of Accounting
policies
Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of Accounting
Estimates
IFRS 17: Insurance contracts including Amendments to IFRS 17

*Where new requirements are endorsed, the EU effective date is disclosed. For un-endorsed standards and interpretations, the IASB’s
effective date is noted. Where any of the upcoming requirements are applicable to the Company, it will apply them from their EU effective
date.

Amendments to IFRS 3: Business Combinations
Amendments to IAS 16: Property, Plant and Equipment
Amendments to IAS 37: Provisions, Contingent Liabilities and Contingent Assets
Amendments to Annual Improvements 2018-2020
Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-current and 
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

2. Basis of preparation (continued)

(c) New standards, amendments or interpretations (continued)
(ii) Standards not yet effective, but available for early adoption (continued)

(d) Functional and presentation currency

(e) Use of estimates and judgements

3. Significant accounting policies 

(a) Revenue and expense recognition 

(b) Financial instruments
Recognition and initial measurement

Classification of financial assets

it is held within a business model whose objective is to hold assets to collect contractual cash flows; and

The Company has not adopted any other new standards, interpretations or amendments that are not mandatory. The Directors anticipate
that the adoption of those standards or early interpretations, will have no material impact on the financial statements of the Company in the
year of initial application.

These financial statements are presented in United States Dollars (US$) which is the Company’s functional currency. Functional currency
is the currency of the primary economic environment in which the Company operates. The issued share capital of the Company is
denominated in Euro and the debt securities issued are denominated in US$ and the Directors of the Company believe that US$ most
faithfully represents the economic effects of the underlying transactions, events and conditions.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and revenue can be reliably
measured.

Financial assets and liabilities are recognised in the Company statement of financial position when the Company has become a party to the
contractual provisions of the instrument. Financial assets and financial liabilities are initially measured at fair value.

Transaction costs that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised immediately in profit or loss. 

On initial recognition, the Company classifies financial assets as measured at amortised cost, fair value through other comprehensive
income ("FVOCI") or FVTPL. 

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:

its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding ("SPPI"). 

The preparation of the financial statements requires management to make judgements, estimates and assumptions that may affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. The estimates and assumptions are
based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which
form the basis of making the judgements about the carrying value of the assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the financial period in which the estimate is revised and in any future financial periods affected.
There are no significant estimates and judgements.

Interest income and expense are recognised in the statement of comprehensive income for all instruments measured at amortised cost using
the effective interest method. This is a method of calculating the amortised cost of a financial asset or liability and of allocating the interest
income or expense over the relevant financial period. The effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount
of the financial asset or liability.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

3. Significant accounting policies (continued)

(b) Financial instruments (continued)
Business model assessment

The Company has determined it has the following business model:

Assessment whether contractual cash flows are Solely Payments of Principal and Interest ("SPPI")

The financial asset passed the SPPI test and as such, have been classified at amortised cost.

Financial assets at amortised cost 

Financial liabilities - Classification, subsequent measurement and gains and losses

financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis are measured at
FVTPL. 

Held-to-collect business model: this includes cash and cash equivalents, trade and other receivables and loans and receivables. These
financial assets are held to collect contractual cash flow. 

For the purposes of this assessment, "principal" is defined as the fair value of the financial asset on initial recognition. "Interest" is defined
as consideration for the time value of money and for the credit risk associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPI, the Company considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the timing or amount of contractual cash flows such that
it would not meet this condition. In making this assessment, the Company considers: 

contingent events that would change the amount or timing of cash flows; 
leverage features; 

In making an assessment of the objective of the business model in which a financial asset is held, the Company considers all of the relevant
information about how the business is managed, including: 

the documented investment strategy and the execution of this strategy in practice. This includes whether the investment strategy
focuses on earning contractual interest income, maintaining a particular interest rate profile, matching the duration of the financial
assets to the duration of any related liabilities or expected cash outflows or realising cash flows through the sale of the assets; 
how the performance of the portfolio is evaluated and reported to the Company’s management;
the risks that affect the performance of the business model (and the financial assets held within that business model) and how those
risks are managed; 
how the arranger is compensated: e.g. whether compensation is based on the fair value of the assets managed or the contractual cash
flows collected;
the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales and expectations about future
sales activity; and

Financial liabilities are classified as measured at amortised cost or FVTPL. 

A financial liability is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense, are
recognised in profit or loss. 

prepayment and extension features; 
terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse features); and 
features that modify consideration of the time value of money (e.g. periodical reset of interest rates). 

A prepayment feature is consistent with the solely payments of principal and interest criteria if the prepayment amount substantially
represents unpaid amounts of principal and interest on the principal amount outstanding, which may include reasonable additional
compensation for early termination of the contract. Additionally, for a financial asset acquired at a discount or premium to its contractual
par amount, a feature that permits or requires prepayment at an amount that substantially represents the contractual par amount plus
accrued (but unpaid) contractual interest (which may also include reasonable additional compensation for early termination) is treated as
consistent with this criteria if the fair value of the prepayment feature is insignificant at initial recognition. 

Financial assets are not reclassified subsequent to their initial recognition unless the Company were to change its business model for
managing financial assets, in which case all affected financial assets would be reclassified on the first day of the first reporting period
following the change in the business model.

These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss. 
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

3. Significant accounting policies (continued)

(b) Financial instruments (continued)
Financial liabilities - Classification, subsequent measurement and gains and losses (continued)

Financial liabilities at amortised cost: 

Impairment

•

Measurement of ECLs 

Stage 1: 12-month ECL (not credit-impaired)

Stage 2: Lifetime ECL (not credit-impaired) 

Stage 3: Lifetime ECL (credit-impaired) 

Credit-impaired financial assets 

•
•
•

There are no financial liabilities that are subsequently measured at FVTPL.

Financial liabilities are subsequently measured at amortised cost using the effective interest method. Interest expense and foreign exchange
gains and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss. Financial liabilities at
amortised cost include trade and other payables and debt securities. 

The Company recognises loss allowances for expected credit losses ("ECLs") on financial assets measured at amortised cost. 

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are measured at 12-month
ECLs: 

These are financial instruments where there has not been a significant increase in credit risk since initial recognition. An impairment loss
allowance equal to 12-month ECL is recognised. This is the portion of lifetime ECL resulting from default events that are possible within
the next 12 months.

These are financial instruments where there has been a significant increase in credit risk since initial recognition but which are not credit-
impaired. An impairment loss allowance equal to lifetime ECL is recognised. Lifetime ECL are the ECL resulting from all possible default
events over the expected life of the financial instrument.

These are financial instruments which are credit-impaired at the reporting date but were not credit-impaired at initial recognition. An
impairment loss allowance equal to lifetime ECL is recognised.

At each reporting date, the Company assesses whether financial assets carried at amortised cost are credit-impaired. A financial asset is
‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the financial asset have
occurred. 

Evidence that a financial asset is credit-impaired includes the following observable data: 

significant financial difficulty of the borrower or issuer; 

financial assets that are determined to have low credit risk at the reporting date.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when estimating
ECLs, the Company considers reasonable and supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Company’s historical experience and informed credit
assessment and including forward-looking information. 

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument. 

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after the reporting date (or a
shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Company is exposed to credit
risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the entity in accordance with the contract and the cash flows that the Company expects to
receive). 

a breach of contract such as a default; or 
it is probable that the borrower will enter bankruptcy or other financial reorganisation.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

3. Significant accounting policies (continued)

(b) Financial instruments (continued)

Presentation of allowance for ECLs in the statement of financial position 

Write-off

Derecognition

Offsetting

(c) Taxation

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying amount allocated to the
portion of the asset that is derecognised) and the consideration received (including any new asset obtained less any new liability assumed)
is recognised in profit or loss. Any interest in such transferred financial assets that is created or retained by the Company is recognised as a
separate asset or liability. 

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or expired.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration paid (including
any non-cash assets transferred or liabilities assumed) is recognised in profit or loss.

Where an existing financial asset or liability is exchanged by another from the same borrower or lender on substantially different terms, or
the terms of an existing asset or liability are substantially modified, such an exchange or modification is treated as derecognition of the
original asset or liability and the recognition of a new asset or liability. Similarly, the Company accounts for substantial modification of
terms of an existing asset or liability or part of it as an extinguishment of the original financial asset or liability and the recognition of a
new asset or liability. It is assumed that the terms are substantially different if the discounted present value of the cash flows under the new
terms, including any fees paid net of any fees received and discounted using the original effective rate is at least ten per cent different from
the discounted present value of the remaining cash flows of the original financial asset or liability. If the modification is not substantial, the
difference between: (i) the carrying amount of the asset or liability before the modification; and (ii) the present value of the cash flows after
modification should be recognised in profit or loss as the modification gain or loss within other gains and losses.

Financial assets and liabilities are set off and the net amount presented in the statement of financial position when, and only when, the
Company has a legal right to set off the amounts and intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously. Income and expenses are presented on a net basis only when permitted by the accounting standards, or for gains and losses
arising from a group of similar transactions. No assets and liabilities have been offset during the year (2019: nil).

Tax on profit is recognised in the statement of comprehensive income except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity consistent with the accounting for the item to which it is related.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the assets. 

The Company reviews its loans receivable at each reporting date to assess whether an allowance for impairment losses should be
recognised in the statement of comprehensive income. Under IFRS 9, expected credit losses are only recorded if they are material or unless
the value of any collateral is less than the expected credit losses. Details of the Company’s loans receivable are disclosed in note 11.

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations of recovering a financial
asset in its entirety or a portion thereof. 

The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights to
receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of ownership of the financial asset are
transferred or in which the Company neither transfers nor retains substantially all of the risks and rewards of ownership and does not retain
control of the financial asset.

Current tax is the expected tax payable on the taxable income for the financial year, using tax rates applicable to the Company’s activities
enacted or substantively enacted at the statement of financial position date, and adjustment to tax payable in respect of previous financial
years. The Company is subject to Irish corporation tax on profit at the rate of 25% (2019: 25%).

Deferred tax is provided using the liability method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used of taxation purposes. Deferred tax is not recognised for temporary
differences arising on the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

3. Significant accounting policies (continued)

(d) Cash and cash equivalents

(e) Foreign currency transaction

(f) Trade and other receivables 

(g) Trade and other payables
Trade and other payables are not interest-bearing and are stated at their nominal value.

(h) Other income and expenses 
All other income and expenses are accounted for on an accrual basis.

4. Interest and similar income Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

US$ US$
Interest on receivable notes         48,375,000            48,375,000 
Amortisation of facility fees           2,419,090              1,979,345 
Amortisation of premium income             (659,847)               (645,750)

        50,134,243            49,708,595 

All interest income relates to the loans to SCF Overseas Holding Limited and SCF Tankers Limited.

5. Interest and similar expenses Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

US$ US$
Interest on debt securities issued         48,375,000            48,375,000 
Amortisation of issue cost           2,419,090              1,979,345 
Amortisation of premium expense             (659,847)               (645,750)

        50,134,243            49,708,595 

6. Other income Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

US$ US$
Other income              106,059                   80,929 
Net foreign exchange gain                     345                        996 

             106,404                   81,925 

Other income relates to income received from SCF Tankers Limited and SCF Overseas Holding Limited to pay for expenses.

Cash and cash equivalents include cash in hand, deposits held at call with banks and other short-term highly liquid investments with
original maturities of less than three months, which are subject to insignificant risk of changes in their fair value, and are used by the
Company in the management of its short term commitments.

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between amortised costs in
the functional currency at the beginning of the financial period, adjusted for effective interest and payments during the financial period,
and amortised cost in foreign currency translated at the exchange rate at the end of the period. Non monetary assets and liabilities
denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the exchange rate at the date
that the fair value was determined. Foreign currency differences arising on retranslation or settlement of foreign denominated assets and
liabilities are recognised in the statement of comprehensive income.

Trade and other receivables do not carry any interest and are short term in nature and are accordingly stated at their nominal values as
reduced by appropriate allowances for estimated unrecoverable amounts.

Other income relates to income from SCF Tankers Limited and SCF Overseas Holding Limited to pay for expenses.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

7. Administration and other expenses Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

US$ US$
Audit fees                43,052                   29,127 
Administration fees                31,373                   39,074 
Professional fees                26,443                     8,118 
Tax advisory services                  5,536                     5,606 

             106,404                   81,925 

Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

Auditor's remuneration: US$ US$
Statutory audit                34,966                   29,127 
Tax advisory services                          -                     5,606 

               34,966                   34,733 

8. Taxation Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

(a) Analysis of statement of comprehensive income charge: US$ US$
Current tax:
Irish corporation tax on profit for the financial year                          -                             - 

There was no amount of deferred tax, either provided or unprovided, at the statement of financial position date.

Financial Financial
year ended year ended
31-Dec-20 31-Dec-19

(b) Factors affecting the tax charge for the financial year US$ US$
Profit before tax                          -                             - 

                         -                             - 

(c) Factors affecting future tax charges

The Directors received no remuneration from the Company for the financial year (2019: US$nil). The Company has no employees (2019:
none) and services required are contracted to third parties.

Pursuant to Section 305A(1)(a) of the Act, requires disclosure that VAIIL received €1,000 per Director included in administration fees as
consideration for the making available of individuals to act as directors of the Company. The terms of the corporate services agreement in
place between the Company and VAIIL provide for a single fee for the provision of corporate administration services (including the
making available of individuals to act as Directors of the Company). As a result, the allocation of fees between the different services
provided is a subjective and approximate calculation. The individuals acting as Directors do not (and will not), in their personal capacity or
any other capacity, receive any fee for acting or having acted as Directors of the Company. For the avoidance of doubt, notwithstanding
that Fergus O'Donnell and John Paul Maguire are employees of VAIIL, they each do not receive any remuneration for acting as Directors of
the Company. The Company has no employees and services required are contracted from third parties.                                                            

S 322 (1) of the Act requirements for the financial year ended 31 December 2020 are disclosed in the below table:

Profit multiplied by the rate of Irish corporation tax for the financial year at 25%
(2019: 25%)

The Company is an Irish registered Company and is structured to qualify as a securitisation company under Section 110 of the Taxes
Consolidation Act 1997. As such, the profits are chargeable to corporation tax under Schedule D, Case III at a rate of 25% but are
computed in accordance with the provisions applicable to Schedule D, Case I.

The tax charge for future financial years will be affected by any future changes to the corporation taxation rates in force in Ireland.
Directors do not expect a change to the tax rate in Ireland.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

9. Cash and cash equivalents 31-Dec-20 31-Dec-19
US$ US$

Cash at bank                25,999                 209,939 

10. Trade and other receivables 31-Dec-20 31-Dec-19
US$ US$

Interest receivable           2,015,625              2,015,625 
*Other receivables              565,264                 430,059 
VAT receivables                       25                     7,767 
Unpaid share capital                         1                            1 

          2,580,915              2,453,452 

11. Loans and receivables 31-Dec-20 31-Dec-19
US$ US$

Initial balance of loan       900,000,000          900,000,000 
Modification loss as per IFRS 9             (810,739)               (810,739)
Unamortised arrangement fees          (5,426,392)            (7,845,482)
Unamortised premium income           1,821,689              2,481,536 
Net balance at the end of the financial year       895,584,558          893,825,315 

Loans and receivables from: 31-Dec-20 31-Dec-19
US$ US$

*SCF Tankers Limited       275,250,000          275,250,000 
SCF Overseas Holding Limited       624,750,000          624,750,000 

      900,000,000          900,000,000 
*Formerly, Fiona Trust and Holding Corporation

Maturity analysis of loans and receivables 31-Dec-20 31-Dec-19
US$ US$

Less than 1 year                          -                             - 
1-2 years                          -                             - 
2-5 years       900,000,000          900,000,000 
Greater than 5 years                          -                             - 

      900,000,000          900,000,000 

Movement in loans and receivables 31-Dec-20 31-Dec-19
US$ US$

At the beginning of the financial year       893,825,315          892,491,720 
Amortisation of facility fees           2,419,090              1,979,345 
Amortisation of premium income             (659,847)               (645,750)
At the end of the financial year       895,584,558          893,825,315 

On 30 March 2012, the loan agreement with SCF Tankers Limited was further amended and novated by splitting the Tranche A into two
further tranches: (1) amended Tranche A to the amount of US$500,000,000 and (2) a new Tranche C in the amount of US$150,000,000 to
SCF Overseas Holding Limited.

As at 31 December 2020, cash at bank comprises of a bank balance of US$15,512 (2019: US$200,314) held with Citibank and a bank
draft of US$10,487 (2019: US$9,625) held with Bank of Ireland.

*Other receivables are comprised of expenses prepaid and funding receivables from SCF Overseas Holding Limited and SCF Tankers
Limited in proportion of their borrowings, as set out in the Loan Agreement.

Nominal amount

The Company had initially advanced US$800,000,000 as a loan to SCF Tankers Limited (formerly, Fiona Trust and Holding Corporation).
The loan, maturing in 2017, bears interest at 5.375% p.a. payable semi-annually in arrears. The borrower had agreed to pay a loan
arrangement fee of US$2,249,540, netted off against the proceeds of the loan. The loan arrangement fee is amortised using the effective
interest method over the financial period of the loan.

The loan agreement was amended and novated on 29 December 2011 to split the loan into two separate tranches: (1) Tranche A in the
amount of US$650,000,000 to SCF Tankers Limited and (2) Tranche B in the amount of US$150,000,000 to SCF Overseas Holding
Limited. 
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

11. Loans and receivables (continued)

12. Trade and other payables 31-Dec-20 31-Dec-19
US$ US$

Interest payable on debt securities issued           2,015,625              2,015,625 
Payable to SCF Tankers Limited              540,484                 540,484 
Accruals                44,554                 101,031 
*Other payables                  4,000                     4,000 

          2,604,663              2,661,140 

*Other payables relate to interest received in excess of interest due, payable to SCF Tankers Limited.

13. Debt securities issued 31-Dec-20 31-Dec-19
US$ US$

Senior Notes       900,000,000          900,000,000 
Notes issued                          -                             - 
Senior Notes redeemed                          -                             - 
Modification loss as per IFRS 9             (810,739)               (810,739)
Unamortised debt issue costs          (5,426,392)            (7,845,482)
Unamortised premium expense           1,821,689              2,481,536 
Net balance at the end of the financial year       895,584,558          893,825,315 

Further, on 27 September 2012, the loan agreement with SCF Tankers Limited was further amended and novated by splitting the Tranche
A into two further tranches: (1) amended Tranche A to the amount of US$200,000,000 and (2) a new Tranche D in the amount of
US$300,000,000 to SCF Overseas Holding Limited.

On 16 June 2016, the Company, entered into an additional loan facility with SCF Tankers Limited and SCF Overseas Holding Limited for
an amount of US$125,250,000 and US$624,750,000 respectively (“New Loans”), maturing on 16 June 2023. The New Loans are
unsecured. Interest accrues at 5.375% from 16 June 2016 and are payable semi-annually in arrears on 16 June and 16 December of each
year, commencing on 16 December 2016. The borrower has agreed to pay a loan arrangement fee of US$14,002,776 netted off against the
proceeds of the loan. The New Loans were used to partly refinance the existing loans (“Old Loans”) due in 2017 issued in October 2010.
The amount of US$660,045,000 used for part repayment of Old Loans.

On 21 April 2017, the Company and SCF Tankers Limited entered into an additional loan agreement for an unsecured loan facility of
US$150,000,000. The loan was consolidated and forms a new loan with the previously provided loan in June 2016 of US$125,250,000,
both maturing in June 2023. In connection with the new loan agreement an inducement fee of total $6,705,125 million is payable by the
fellow subsidiary to the Company and is to be capitalised and amortised over the maturity of the loan. Interest accrues at 5.375% per
annum from 16 June 2017 and is payable semi-annually in arrears on 16 June and 16 December of each year, commencing on 16 June
2017. No cash movement occurred in relation to this transaction.

On 15 May 2017, the Company and SCF Tankers Limited agreed to set off the fixed rate loan of US$139,955,000 maturing in October
2017 with a new loan entered into on 21 April 2017. The total repayment consisted of the principal amount of the loan, a premium and the
interest accrued, in total US$142,681,324.

The premium upon redemption of US$2,350,194 was expensed in the income statement. No cash movement was made in relation to this
transaction.

As at 31 December 2020, the loans and receivables balance amounted to US$895,584,558 (2019: US$893,825,315). There has been no
changes after 17 May 2017 up to 2020.

On 17 May 2017, remaining balance of the US$800,000,000 5.375% Senior Notes due 2017 were cancelled and corresponding notes and
receivables were repaid.

The Company did not recognise any ECL on loans and receivables as the amount of credit loss is insignificant (2019 - insignificant).

PAO Sovcomflot is the holding company, and PAO Sovcomflot’s subsidiaries conduct all of the Group’s operations and own all of the
Group’s operating assets. Under the terms of the Notes, Noteholders will have no direct recourse against the assets of such subsidiaries, nor
to any of the sub-holding companies which guarantee the obligations under the indebtedness of such subsidiaries.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

13. Debt securities issued (continued)

Maturity analysis of Senior Notes 31-Dec-20 31-Dec-19
US$ US$

Less than 1 year                          -                             - 
1-2 years                          -                             - 
2-5 years       900,000,000          900,000,000 
Greater than 5 years                          -                             - 

      900,000,000          900,000,000 

Movement in debt securities 31-Dec-20 31-Dec-19
US$ US$

At the beginning of the financial year       893,825,315          892,491,720 
Amortisation of issue cost           2,419,090              1,979,345 
Amortisation of premium expense             (659,847)               (645,750)
At the end of the financial year       895,584,558          893,825,315 

(a)  Final redemption.
(b)  Redemption at the option of the issuer.
(c)  Redemption for tax reasons.
(d)  Change of Control.
(e)  Purchase.
(f)  Cancellation.

On 10 April 2017, the Company issued US$150,000,000 of Senior Notes, at a price of $102.768 per $100.000 par value, redeemable at par
value, maturing on 16 June 2023, which were consolidated and form a single series with the US$750,000,000 5.375% 2016 Notes due in
2023. Interest accrues at 5.375% from 16 June 2017 and is payable semi-annually in arrears on 16 June and 16 December of each year,
commencing on 16 June 2017. The premium of US$4,152,000 arising from the issue is capitalised and amortised over the period to
maturity of these Senior Notes.

On 15 May 2017 the Company redeemed the outstanding balance of US$139,955,000 of the $800,000,000 5.375% Senior Notes maturing
in October 2017 at an applicable premium of $16.79 per $1,000 principal amount. The total redemption price, consisting of the principal
amount of such Notes, the applicable premium, and the interest accrued, in aggregate equal to $1,019.48 per $1,000.00 principal amount of
such Notes, resulted in a total payment of US$142,681,324. The premium of US$2,350,194 paid on redemption, has been expensed in the
statement of  comprehensive income.

The Notes are unsecured and guaranteed by PAO Sovcomflot. There are no equity conversion rights or options attached to the Notes.

The Company may redeem the New Notes at their principal amount outstanding in whole but not in part, as set out in the Trust Deed and
summarised below:

On 27 October 2010, the Company issued US$800,000,000 Notes due 2017 and bears interest at 5.375% p.a. payable semi-annually in
arrears. The Notes are guaranteed by PAO Sovcomflot. 

On 16 June 2016, the Company, issued US$750,000,000 of Senior Notes (the “New Notes”), redeemable at par value, maturing on 16 June
2023. Interest accrues at 5.375% from 16 June 2016 and is payable semi-annually in arrears on 16 June and 16 December of each year,
commencing on 16 December 2016. The New Notes were used to partly refinance the Old Notes. A total amount of US$660,045,000 of the
Old Notes was tendered back to the company at a price of $104.125 per $100 par value. Of the US$27,226,856 premium paid on the
tendered bonds, US$18,079,752 has been expensed to profit in the income statement for the year ended 31 December 2016. The balance of
US$9,147,104 relating to refinancing of the Old Notes with New Notes has been netted off against the proceeds raised from the New
Notes. Additional issue cost incurred in relation to the New Notes amounts to US$4,714,848. The New Notes are unsecured and
guaranteed by Sovcomflot. There are no equity conversion rights or options attached to the New Notes. 
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

14. Called up share capital 31-Dec-20 31-Dec-19
Authorised € €
100 ordinary shares of Eur 1 each                     100                        100 

Allotted, called up and unpaid US$ US$
1 ordinary share of Eur 1                         1                            1 
(converted at historical rate of Eur: US$1.276)

15. Ownership of the Company

16. Related party transactions

17. Financial risk management

a)    Market risk;
b)    Credit risk;
c)    Liquidity risk; and
d)    Operational risk.

(a) Market risk

Interest rate risk

The Company's parent company is SCF Overseas Holding Limited holding one share. SCF Overseas Holding Limited is a wholly owned
subsidiary of PAO Sovcomflot. The smallest group wherein the Company is a member is SCF Overseas Holding Limited. SCF Overseas
Holding Limited was registered in the Republic of Cyprus on 7 October 2015. The consolidated financial statements of SCF Overseas
Holding Limited are available to the public from its registered office located at Tower II, Maximos Plaza, 18 Maximos Michaelides Str.,
3106 Limassol, Cyprus. The largest group wherein the Company is a member is PAO Sovcomflot, which is incorporated in Russia. The
consolidated financial statements of PAO Sovcomflot are available to the public from its registered office located at 6, Gasheka Street,
Moscow, 125047, Russia.

Disclosed below are material transactions entered into during the financial reporting year which are not mentioned in any of the preceding
notes. 

During the year ended 31 December 2020, the Company has interest and similar income of US$50,134,243 (2019: US$ 49,708,595) and
other income of US$106,059 (2019: US$ 80,929) which relate to income received from SCF Tankers Limited and SCF Overseas Holding
Limited.

Risk management framework
The Board has overall responsibility for the establishment and oversight of the Company’s risk management framework.

The risk profile of the Company is such that market, credit, liquidity and other risks of the financial instruments are borne fully by the
holders of the Note.

The Company has exposure to the following risks from its use of financial instruments:

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and processes
for measuring and managing risks and the Company’s management of capital.

Transaction with VAIIL
VAIIL is considered to be a related party as it is the company secretary of the Company.

The Company has entered into a Corporate Services Agreement (“CSA”) with VAIIL for the provision of corporate services. Under the
terms of the service agreement the Company incurred a fee of US$31,373 (2019: US$39,074) of which US$22,699 (2019: US$4,257 was
accrued) was prepaid at the financial year end.

Transaction with SCF Overseas Holding Limited and SCF Tankers Limited
As of 31 December 2020, the Company has loans and interest receivable from SCF Tankers Limited of US$273,899,611 (2019:
US$273,361,576) and US$616,445 (2019: US$616,445), respectively.

As of 31 December 2020, the Company has loans and interest receivable from SCF Overseas Holding Limited of US$621,684,947 (2019:
US$620,463,739) and US$1,399,180 (2019: US$1,399,180), respectively.

Market risk is the potential adverse change in earnings or the value of net worth arising from movements in interest rates, foreign exchange
rates or other market prices. Market risk includes three types of risk: interest rate risk, currency risk and price risk.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. Both the notes issued and loans advanced bear the same fixed rate of interest and therefore the Company does not bear any
interest rate risk. Hence, sensitivity disclosures for interest rate risk are not included.
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Notes to the financial statements (continued)
For the financial year ended 31 December 2020

17. Financial risk management (continued)

(a) Market risk (continued)
Currency risk

The Company’s net exposure to currency risk is shown in the following table:

Amount in US$
EUR

Trade and other payables                 (44,346)
Net exposure                 (44,346)

Amount in US$
EUR

Trade and other payables                 (84,009)
Net exposure                 (84,009)

Fair value of financial instruments

Carrying value Fair value Carrying value Fair value
Assets US$ US$ US$ US$
Loans and receivables        895,584,558    962,145,000       893,825,315          969,205,500 

895,584,558 962,145,000 893,825,315 969,205,500

Carrying value Fair value Carrying value Fair value
Liabilities US$ US$ US$ US$
Debt securities issued        895,584,558    962,145,000       893,825,315          969,205,500 

895,584,558 962,145,000 893,825,315 969,205,500

• In the principal market for the asset or liability; or
• In the absence of a principal market, in the most advantageous market for the asset or liability.

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.

31-Dec-19

Set out below is a comparison by category of carrying values of all of the Company's financial assets and liabilities not presented on the
Company's statement of financial position at their fair value.

31-Dec-20 31-Dec-19

31-Dec-20 31-Dec-19

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in foreign exchange
rates. Both the loans and receivables and the debt securities issued are denominated in US$, the functional currency. There are few
transactions which are denominated in Euro and, given the transactions are not significant, the total exposure to exchange rate fluctuations
is minimal.

Given that the Company is not exposed to significant currency risk, no sensitivity analysis has been performed for the financial year.

31-Dec-20

Fair value of debt securities issued is based on broker/pricing agent quote from Bloomberg and is considered Level 2 and given the
structure of the transaction the fair value of the related loans and receivables are considered by the Directors to be Level 2.

The table above shows the estimated fair value and the carrying value for each major category of financial asset and liability in the
statement of financial position at the reporting date. 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 carrying value of the cash and cash equivalents, trade and other receivables and trade and other payables due to the short term nature
approximates their fair value. 

The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes place either:

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable;
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17. Financial risk management (continued)

(a) Market risk (continued)
Fair value of financial instruments (continued)

Assets and liabilities not carried at fair value but for which fair value is disclosed

Level 1 Level 2 Level 3 Total
Assets US $ US $ US $ US $
Loans and receivables                          -    962,145,000                          -          962,145,000 

Liabilities
Debt securities issued                          -    962,145,000                          -          962,145,000 

Level 1 Level 2 Level 3 Total
Assets US $ US $ US $ US $
Loans and receivables                          -    969,205,500                          -          969,205,500 

Liabilities
Debt securities issued                          -    969,205,500                          -          969,205,500 

(b) Credit risk 

Credit worthiness

(c) Liquidity risk 

US$ US$ US$ US$ US$
Cash and cash equivalents                 25,999                 25,999             25,999                          -                             - 
Trade and other receivables            2,580,915            2,580,915        2,580,915                          -                             - 
Loans and receivables        895,584,558     1,020,937,500      48,375,000       949,206,221                             - 
Trade and other payables          (2,604,663)          (2,604,663)      (2,604,663)                          -                             - 
Debt securities issued      (895,584,558)   (1,020,937,500)    (48,375,000)      (949,206,221)                             - 
Net amount                   2,251                   2,251               2,251                        -                             - 

Cash and cash equivalents are held with Citibank and Bank of Ireland which are rated A-1 (2019: A-1) and A-2 (2019: A-2) by Standard
and Poor's respectively.

Loans and receivables are receivable from reputable companies and form part of Sovcomflot group, one of the largest shipping group of
companies worldwide. Sovcomflot is currently rated Ba1 (2019: Ba1) by Moody’s.

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company’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 conditions, without incurring unacceptable losses or risking damage to the Company’s reputation.

The Company’s obligation to the noteholders is limited to the net proceeds upon the recoverability of the loans and receivables. Should the
net proceeds be insufficient to make all payments due to the noteholders, the other assets of the Company will not be available for payment
and the deficit is instead borne by the noteholders.

Carrying 
amount

Gross 
contractual cash 

flows

Less than
one

year

Between one 
year to less than 

five years
More than five 

years31-Dec-20

31-Dec-20

31-Dec-19

Credit risk is the risk of the financial loss to the Company if counterparty to a financial instrument fails to meet its contractual obligations,
and arises principally from the Company’s financial assets.

The principal financial assets which expose the Company to credit risk are cash, trade and other receivables, and loans and receivables.  

The Company’s maximum exposure to credit risk in the event that counterparties fail to perform their obligations as at 31 December 2020
in relation to recognised financial assets, is the carrying amount of those assets as indicated in the statement of financial position. 
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For the financial year ended 31 December 2020

17. Financial risk management (continued)

(c) Liquidity risk (continued)

US$ US$ US$ US$ US$
Cash and cash equivalents 209,939             209,939             209,939         - - 
Trade and other receivables 2,453,452          2,453,452          2,453,452      - - 
Loans and receivables 893,825,315      1,069,312,500   48,375,000    1,020,937,500   - 
Trade and other payables (2,661,140)         (2,661,140)         (2,661,140)     - - 
Debt securities issued (893,825,315)     (1,069,312,500)  (48,375,000)   (1,020,937,500) - 
Net amount 2,251 2,251 2,251             -                             - 

(d) Operational risk exposure

18. Capital risk management

19. Subsequent events

20.
The Board approved these financial statements and authorised them for issue on ………………………….…2021.

The Company manages its capital to ensure that it is able to continue as a going concern while maximising the return to stakeholders
through the optimisation of debt and equity balances.

The capital managed by the Company comprises of ordinary shares outstanding and the Notes issued and outstanding as at the year-end.
The Company is not subject to externally imposed capital requirements.

Approval of financial statements

31-Dec-19
Carrying 

amount

Gross 
contractual cash 

flows

Less than
one

year

Between one 
year to less than 

five years
More than five 

years

There have been no other significant subsequent events that require disclosure and/or adjustment in these financial statements up to the
signing of this report.

On 26 April 2021, the Company, issued $430 million of Senior Notes (the “New Notes”), redeemable at par value, maturing on 26 April
2028. The New Notes are unsecured and guaranteed by Sovcomflot. Interest accrues at 3.85% from 26 April 2021 and is payable semi-
annually in arrears on 26 April and 26 October of each year, commencing on 26 October 2021. There are no equity conversion rights or
options attached to the New Notes. The New Notes were used to partly refinance the $900 million 5.375% Senior Notes (the “Old Notes”)
due in 2023. A total amount of $401,573 million of the Old Notes was tendered back to the Company at a price of $107.125 per $100 par
value. Of the $28.6 million premium paid on the tendered bonds, $19.4 million will be expensed to profit or loss, together with $1.7
million of unamortised financing costs relating to Old Notes tendered but not refinanced with New Notes. The balance of $9.2 million
relating to refinancing of the Old Notes with New Notes has been netted off against the proceeds raised from the New Notes. The
refinancing of the Old Notes with the New Notes represents loan modification with an estimated gain on modification of $3.6 million, to be
recognised in the income statement in the year ended 31 December 2021.

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s processes and
infrastructure and from external factors other than credit, market and liquidity risks such as those arising from legal and regulatory
requirements and generally accepted standards of corporate behaviour. Operational risks arise from all of the Company’s operations. 

The Company limits its exposure to operational risks by outsourcing all management and administration functions to VAIIL.
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