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I N T R O D U C T I O N

‘Our Caspian Shipping Company’s fleet is 
a huge wealth of Azerbaijan. They do great 
works and will continue in the future as well. 
It is pleasing that works in this field are 
developing in a positive direction’

Heydar Aliyev

Nationwide Leader of Azerbaijani People

THE  NAT IONWIDE  LE ADER 

AND THE  PRESIDENT  OF 

THE  COUNTRY ABOU T 

SHIPPING
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INTRODUCTION

Ilham Aliyev

President of the Azerbaijan Republic

It is very good that vessels of the Caspian Shipping also operate on the Black Sea. The 
shipping has a bright future. The reforms under way, structural reforms and steps taken in 
relation to the shipping operations are yielding excellent results. There will be even better 
results... I am sure that the Caspian Shipping Company will grow into a great and modern 
global company... Our shipping industry has always played a major role in the Caspian Sea. By 
creating a modern company today, we will strengthen our economic potential and at the same 
time, the Caspian Shipping Company will assert itself globally as a modern, well-managed and 
transparent company.
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One of the main directions of 
the socio-economic development 
strategy established by the 
Nationwide Leader Heydar Aliyev and 
successfully continued by President 
Ilham Aliyev is comprehensive 
development of the transport sector. 
Special attention and care has always 
been paid by the government to the 
shipping industry, which is one of 
the priority areas of the transport 
sector bearing international 
importance. Major reforms have been 
implemented in this direction and 
complex measures are continuously 
taken for the development of the 
shipping industry.  

In order to increase international 
and domestic transportation, 
to increase the quality of the 
services provided, to strengthen 
the competitiveness and the 
transit potential of the country, 

CHAIRMAN’S 

FORE WORD

in accordance with the Decree of 
the President of the Republic of 
Azerbaijan, dated October 22, 2013 
about merging the country’s two 
largest existing fleets - Azerbaijan 
State Caspian Shipping Company 
and Caspian Sea Oil Fleet of the 
State Oil Company of the Republic 
of Azerbaijan, Azerbaijan Caspian 
Shipping Closed Joint Stock Company 
(ASCO) was established.

Based on Mr. President’s 
assignments on establishing a highly 
profitable and efficiently operating 
commercial organization having the 
potential to face modern challenges 
in the new economic conjuncture, 
shipping industry’s development 
targets were set and Strategic 
Development Program was prepared 
to achieve these targets. The 
Company’s operations are organized 
based on this approved Program, 
as well as, “the State Program on 
the Development of Shipping in the 
Republic of Azerbaijan for the period 
of 2016-2020” approved by the Decree 
of the President of the Republic of 
Azerbaijan, dated November 7, 2016.

Main objectives standing in 
front of the new management have 
been the renewal of our fleet with 
affordable and competitive modern 
vessels meeting international 
requirements, retention and further 
strengthening of the leading position 
of Azerbaijan shipping in the Caspian 
Sea, increasing service export 
potential of our country by vessels 
floating under the flag of Azerbaijan 
in waters beyond the Caspian Sea, 
focusing on main activity by handing 
over non-profile subdivisions which 
do not belong to core operations of 
the Company to relevant authorities, 
raising interest to shipping industry 
among younger generation and 
preparing young talent that can be 
successful followers of Azerbaijani 
seafarers who earned fame in 
international waters, implementing 
corporate governance system, as 
well as leading programs, procedures 
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and systems that proved themselves 
in international practice for more 
effective and efficient management 
of vessels and shipping in general, 
performing operations in a safe 
manner and without harming the 
environment.

During last 5 years of our 
activities, ASCO has implemented 
a number of projects and achieved 
major positive results in health and 
occupational safety, environmental 
protection, human resource 
management, corporate governance, 
social and economic spheres. 
So that, International Financial 
Reporting Standards have been 
implemented in ASCO since 2014 and 
financial statements based on these 
standards are compiled each year. 
Additionally, as a continuation of 
ensuring transparency in the shipping 
field, preparation of Sustainable 
development reports covering a 
period of two years has been started 
in the Company since 2014. Financial 
statements for the years of 2014, 
2015, 2016, 2017 and 2018, as well as 
Sustainable development reports of 
the Company for the years of 2014-
2015 and 2016-2017 have been audited 
by international audit firm “EY”, 
positive opinion was presented and 
the reports were openly published on 
the official web-site of the Company. 
In 2016, ASCO’s business model has 
been analyzed by international 
rating agency “Fitch” and a credit 
rating was provided to the Company 
for the first time in its history. For 
the purpose of improvement of the 
corporate governance system, a 
roadmap was developed for ASCO 
by an international consulting 
company, and during after coming 
years projects outlined in the 
roadmap were implemented. In 2016, 
a performance based remuneration 
system (KPI system) was designed 
and prepared and implemented in 
the Company since 1 January 2017. 
As a result of regular international 
audits of ISO and ISM certifications 

presented to the Company, the 
compliance of the Company’s 
Effective Safety Management System 
with the international standards was 
confirmed.

After the inception of ASCO, our 
fleet was improved with the purchase 
and commissioning of 20 new modern 
vessels. Based on ASCO’s order, 6 
vessels are currently being built at 
Baku Shipyard: 2 new generation 
Ro-Pax/Ferry type vessels for 
transporting railway wagons, trucks 
and passengers, and 4 tankers with 
loading capacity of 8,000 tons each. 
Besides, negotiations are conducted 
on placing an order in the same 
ship yard for the construction of 
additional 2-6 vessels in near future.

At the same time, according to 
Mr. President’s recommendations 
and assignments on decreasing the 
dependence of the shipping industry 
on one market and diversifying the 
operations, in 2014 ASCO resumed 
its operations in international 
waters beyond the Caspian Sea. 
Currently, ASCO participates in 
international cargo shipping market 
and operates 14 vessels under 
the flag of Azerbaijan in Black and 
Mediterranean Sea basins. In 2017 
ASCO founded two new companies 
named “Caspdry” and Casptankers” 
in Turkey. New companies serve for 
more effective exploitation of vessels 
floating under the flag of Azerbaijan 
in basins beyond the Caspian Sea. 
“Caspdry” realizes the operations of 
dry cargo vessels, and “Casptankers” 
of liquid cargo transporting tankers 
beyond the Caspian Sea. At the same 
time, ASCO’s offices were established 
in Greece and Russia to expand 
international operations of the 
Company.

Today, as the leading shipping 
company of the region, ASCO’s 
operations are focused on 

Rauf Valiyev

The Chairman of ASCO

transformation of Azerbaijan into 
the regional transport logistics hub, 
realizing favorable geographical 
location of our country and its transit 
potential, as well as developing 
Trans-Caspian corridor. To this 
end, ASCO closely cooperates with 
relevant bodies participating in cargo 
transportation of our country, as well 
as other countries.

The Five Years’ Report that further 
you will get familiar with, outlines 
in more details the objectives set 
for and achievements of ASCO 
since its inception, envisioned 
plans for the coming years, history 
of shipping, ASCO’s structure, 
subsidiaries and joint ventures, 
international representative offices, 
core business areas and routes of 
our fleet, our mission, strategic 
targets and goals, business model 
and priorities, corporate governance 
system, environmental management, 
personnel management, health and 
occupational safety, social activities, 
financial indicators and a number of 
other significant data.

Finally, I would like to note that, 
the Azerbaijan Caspian Shipping 
celebrates its 160th anniversary, 
as well as 5 years of operating as 
a closed joint-stock company. The 
shipping industry, which has a rich 
history of 160 years, has passed a 
glorious way during this period and 
fostered many heroic seafarers who 
have earned fame in international 
waters and far oceans. Today ASCO 
works hard to continue this glorious 
history, to protect the values and via 
taking the advantage of experience 
over the years to continue its 
development as a modern shipping 
company.
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Azerbaijan Caspian Shipping 
was founded in 1858 via the 
establishment of “The Caucasus and 
Mercury” shipping company. ASCO 
has 160 years of rich history and 
today Azerbaijan shipping embodies 
years of experience, as well as 
corporate governance system built in 
accordance with the requirements of 
modern age.

Azerbaijan Caspian Shipping was 
re-established as a closed joint-stock 
company and stepped on the new 
phase of its development by Decree 
No. 6 of the President of the Republic 
of Azerbaijan dated October 22, 2013, 
On the establishment of Azerbaijan 
Caspian Shipping Closed Joint-Stock 
Company, and Decree No. 213 dated 

January 10, 2014, On the organization 
of activities of Azerbaijan Caspian 
Shipping Closed Joint-Stock Company. 
So that, based on these decrees, 
Azerbaijan Caspian Shipping Closed 
Joint-Stock Company (ASCO) was 
established through merger of 
the country’s two major fleets – 
Azerbaijan State Caspian Sea Shipping 
Company and Caspian Sea Oil Fleet of 
the State Oil Company of Azerbaijan 
Republic, with the aim to continue 
wide-scale structural reforms in the 
economy, to increase domestic and 
international marine transportation, 
and to improve the competitiveness 
and transit potential of the country.

ASCO, being the connecting link 
for the Transport Corridor Europe-

ABOU T ASCO
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Caspian shipping was founded with establishment 
of “The Caucasus and Mercury” Joint-Stock Company on 
May 21, 1858. As the volume of freight transported by sea 
increased, the number of ports on shores of the Caspian 
Sea grew, new bridges were constructed, storage facilities 
were built, and cranes were installed. The expansion of 
the fleet necessitated the establishment of a ship repair 
base and thus, the mechanical plant of “The Caucasus 
and Mercury” Joint-Stock Company was founded in Baku in 
1866. Baku Seamen classes were organized in 1881 to meet 
the staffing requirements of the emerging fleet.

The development of shipping in Azerbaijan is tightly 
tied with establishment and progress of the oil industry. 
Rapid growth of oil production in Baku in XIX century 
triggered the development of shipping in the Caspian Sea. 
It goes without saying that in that period a need emerged 
to new floating facilities for the transportation of oil and 
oil products. And it’s no coincidence that the world’s first 
oil barge, “Alexander”, began its operations in the Caspian 
Sea in 1873. The first tanker in the world, “Zoroaster” (built 
in 1878), was also voyaging in the Caspian Sea. Caspian 
seafarers were destined to sail on the first vessel with an 
internal combustion engine, named Vandal (1903), and the 
first vessel with two reversible engines, named Delo (1908).

In subsequent years, the shipping fleet was enriched 
by new types of vessels constructed in the country and 
abroad. River-sea type tankers and ships carrying cotton, 
timber and etc. were placed at the disposal of Caspian 

OUR HIS TORY 

Caucasus-Asia (TRACECA), provides cargo and passengers 
transportation services along the Trans-Caspian corridor, 
as well as, relevant specialized offshore services for 
offshore petroleum operations.

Besides the transportation fleet, a specialized fleet 
and ship repair yards are also included in ASCO. ASCO is 
the largest and oldest shipping company operating in the 
Caspian Sea basin. Currently, ASCO’s vessels are operating 
both in the Caspian Sea and in the waters beyond the 
Caspian Sea under the flag of Azerbaijan.

seafarers. the largest ferry crossing in Europe at that 
time, Baku-Turkmenbashi, designed by specialists of the 
Caspian Sea Transport Project Research and Scientific 
Investigation Institute, was put into operation in 1962.

Since 1960, vessels of Azerbaijan Caspian Shipping 
started to sail in the world waters via the Volga-Baltic 
Waterway.

The history of Caspian Sea Oil Fleet, covering a period 
of more than 60 years, is full of glorious pages. “Azerneft” 
Union was established by decree of the USSR Cabinet of 
Ministers dated October 31, 1949, “On Development of 
Offshore Oil Production in the Caspian Sea”, while the 
“Floating Crafts” division was established as a component 
of “Azerneft” Union by order of the USSR Ministry of Oil 
Industry dated November 4, 1949. The development of 
the Caspian Sea Oil Fleet began since that date. At that 
time, the floating crafts of “Stalinneft” and “Artyomneft” 
offshore drilling trusts were transferred to ownership of 
the newly established organisation. These mainly were 
“Transportnik”, “Gabala”, “BMK-90” type small boats, 
20 tons floating cranes and barges. By the Order of the 
USSR Ministry of Oil Industry dated January 22, 1953, the 
“Floating Crafts” Division was remade into the Caspian Sea 
Oil Fleet.

Today, by combining the maritime transport fleets 
into a single entity, ASCO is committed to fulfilling its 
objectives efficiently and to a high standard.
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The first vessel with 
internal combustion 
engine named 
“Vandal” was put 
into operation on the 
Caspian Sea

Mechanical Plant of 
“Caucasus and Mercury” 
founded in Baku

The first vessel with 
two reversible-engine 
drivers named “Delo” 
was put into operation 
on the Caspian Sea

Launch of a major 
tanker named 
“President Heydar 
Aliyev” with 13,000 
tons deadweight on the 
Caspian Sea

Renewal of the tanker 
fleet

Caspian Shipping 
Company vessels 
started sailing to 
international waters 
via the Volga-Baltic 
Channel

Renewal of the ferry 
fleet

The world’s first 
oil barge named 
“Alexander” was put 
into operation on the 
Caspian Sea

Construction of 
the first major 
ferry crossing on 
the Caspian Sea 
(Turkmenbashi) and 
the launch of ferries 
operating along it

The world’s first tanker 
named “Zoroaster” was 
put into operation on 
the Caspian Sea

Purchase and 
construction of new 
tankers, universal 
dry-cargo vessels and 
ferries for the merchant 
fleet

Baku Maritime Classes 
launched to educate 
and elevate seafarers

Caspian 
Shipping 
Company 
was founded 
by establishment 
of “Caucasus and 
Mercury” CSJC

Azerbaijan State Caspian Shipping Company

Caspian Sea Oil Fleet

ASCO
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Foundation of the 
Caspian Sea Oil Fleet 
by establishing the 
Floating Vehicles 
Division serving the 
Azerneft Union

The world’s first huge 
crane-catamaran 
named “Koroglu” was 
put into operation on 
the Caspian Sea

Construction of 
over 300 specialized 
offshore ships, at a rate 
of 20-30 ships per year, 
rapid development 
stage of the specialized 
oil fleet

Establishment of the Azerbaijan 
Caspian Shipping Closed Joint-
Stock Company by merging 
Azerbaijan State Caspian 
Shipping Company and the 
Caspian Sea Oil Fleet of the 
State Oil Company of Azerbaijan 
Republic
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S TRUC T UR AL  UNIT S ,  SUBSIDIARIES ,  JOINT 

VENT URES  AND REPRESENTAT IVE  OFF ICES

Caspdry Ship Management Inc. (The Republic of Turkey)
Casptankers Ship Management Inc. (The Republic of Turkey)
Azerbaijan State Marine Academy
ACSC Logistics LLC
Caspian Sea Transport Project Research and Scientific 
 
Investigation Institute
Danizchi Housing Cooperative
Danizchi Repair-Construction LLC
Seamen Polyclinic LLC
Azerbaijan Caspian Shipping Limited (The Republic of Malta)
Yacht Club LLC
“ASCO Trasportation” LLC
“ASCO Security” LLC

SUBSIDIARIES:

ASCO pays special attention to organizing and 
constantly improving a management structure that 
enables taking prompt business decisions and effective 
management. Thus, in order to ensure the most optimal 
management structure, the Company has taken several 
optimization measures on the recommendation of 
international advisory companies and non-core structural 
units which are not directly related to main business were 
handed over to relevant authorities. Since 2014, ASCO has 
handed over housing and utilities, event center for the 
seafarers, the “Danizchi” auxiliary agricultural enterprise, 
land used for agriculture, and the Central Seamen Hospital 
to relevant authorities. Such initiatives are further 
ongoing.

Currently, ASCO’s structural units, subsidiaries, joint 
ventures and representative offices are as follows:

Representative offices are operating in the following 
countries:

•        The Republic of Turkey

•        The Republic of Kazakhstan

•        The Republic of Turkmenistan

•        The Islamic Republic of Iran

•        Greece

In January 2017, ASCO established Caspdry Ship 
Management Inc. and Casptankers Ship Management 
Inc. as legal entities in Turkey to organize the effective 
management of vessels operating in the Black and 
Mediterranean Sea basins. The main objectives of these 
companies are to organize more efficient operations of 
ASCO’s vessels sailing under the flag of Azerbaijan beyond 
the Caspian Sea and to assist in settling issues arising 
during cargo transportation in an efficient and timely 
manner. Caspdry Ship Management Inc. is engaged in the 
management of dry cargo vessels, while Casptankers Ship 
Management Inc. manages tankers operating beyond the 
Caspian Sea.

Caspian Sea Shipping LLC, a joint venture in which ASCO 
is a partner, started operations in Astrakhan, the Russian 
Federation, at the end of 2015. This Company serves to 
ease the access of ASCO’s vessels to foreign markets 
through the Volga-Don Canal. The key reason for the 
establishment of the Company was to increase cargo 
transportation between the ports of Azerbaijan and 
Russia, as well as to provide timely resolution of issues 
arising during these cargo transportations.

STRUCTURAL 
UNITS

SUBSIDIARIES

 REPRESENTATIVE 
OFFICES

JOINT VENTURES

ASCO Headquarters
Caspian Sea Oil Fleet
Sea Transport Fleet
Bibiheybat Ship Repair Yard
Zygh Ship Repair and Construction Yard
Production Services Department
Zygh Dry Cargo Port

STRUCTURAL UNITS:

Caspian Sea Shipping LLC
Caspian Marine Engineering Bureau LLC

JOINT VENTURES:
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Caspian Sea Transport Project Research and Scientific 
Investigation Institute, operating within the ASCO 
structure, provides engineering, design and construction 
services for the shipping industry. To expand this business 
line, the Caspian Marine Engineering Bureau LLC joint 
venture was established in December 2016 by ASCO and 
Odessa Marine Engineering Bureau, a prominent global 
provider of ship design and construction services. 
This joint venture has created an opportunity for the 
Caspian Sea Transport Project Research and Scientific 
Investigation Institute and Odessa Marine Engineering 
Bureau to share experience and run joint projects. The 
main purpose in establishing the joint venture was 
to provide engineering and construction services for 
maritime and river transport, to carry out design and 
construction operations, to build, reequip and modernize 
ships and floating facilities, to conduct other scientific 
research activities and to train skilled personnel in this 
field.

The personnel of the Caspian Sea Transport Project 
Research and Scientific Investigation Institute have 
made a worthy contribution to the development of ferry 
connection. The Institute has prepared the designs of 
ferry complexes at the Baku, Turkmenbashi and Bekdash 
ports. The Vanino-Kholmsk ferry crossing connecting 
Sakhalin Island with the mainland, Ilichevsk-Varna 
(Ukraine-Bulgaria) and Klaipėda-Mukran (Lithuania-
Germany) ferry crossings were also constructed using the 
institute’s designs. Works conducted by this institute also 
include designs for the construction of hydro technical 

devices of the Baku Deep Water Jacket Factory located 
in the Garadagh district of Baku, the reconstruction 
of ship repair yards and vessel navigation canals, the 
construction of public and residential buildings and other 
various installations. In addition, some research and 
design activities have been carried out in Syria, Libya, 
Iran, Bulgaria and Afghanistan.

In April 2016, ASCO established Danizchi Housing 
Cooperative to meet the housing needs of the Company’s 
former and current employees who have been queuing for 
apartments for many years. The primary responsibility 
of this cooperative is to accelerate the process of 
providing employees with housing and improving their 
living conditions upon agreement with relevant state 
authorities. Moreover, in November 2017, ASCO established 
Danizchi Repair-Construction LLC, which is engaged in the 
construction of a residential complex in accordance with 
urban planning and construction legislation.

The main objective of Seamen Polyclinic operating within 
the ASCO structure is to deliver high-quality diagnostics, 
outpatient and inpatient care to all company employees 
and their family members, as well as to third parties. 

Detailed information about Azerbaijan State Marine 
Academy and ACSC Logistics LLC is provided in the “Our 
fleet and main business operations” section of the report. 
Representative offices of ASCO in the Republic of Turkey, 
the Republic of Kazakhstan, the Republic of Turkmenistan, 
the Islamic Republic of Iran and Greece assist in the 
efficient and timely addressing of issues arising at the 
ports of these countries or other relevant locations. 
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MUBARIZ  JABBAROV –  F IRS T  DEPU T Y  CHAIRMAN /  COO 
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In 2018 we bought 4 modern DP 1 PSVs and we keep 
renewing the offshore fleet.

- We keep maintaining our fleet units to meet the 
Caspian oil and gas majors’ requirements.

We continue providing increasingly innovative training 
schemes including DP trainings which is helping our 
office and sea staff to improve their knowledge and 
safety records of the fleet. The future will be delivered 
by our combination of assets – including our dedicated 
people, the size and quality of our fleet, our stronghold 
position in the Caspian Sea and Black Sea regions, ASCO’s 
commitment to innovation and digitization and finally by 
our expanding offering of logistics services.

Today, ASCO is the leading Marine and Offshore 
services company in the Caspian Sea region. We highly 
value the mutual trust and understanding forged with our 
business partners and clients throughout the Caspian Sea 
and the world. We will continue to cherish these precious 
relationships and do our utmost to offer our customers 
the best products and services available.

Since its establishment in 2013, ASCO has faced and 
overcome numerous challenges while maintaining the 
leading position in Offshore and Marine industry in the 
Caspian Sea region. Today ASCO stands as a full-fledged 
marine services and offshore shipping company with 
different business divisions. We have transport fleet, 
offshore fleet, ship building and ship repairing divisions/
yards.

ASCO plays connecting role in the Transport Corridor 
Europe-Caucasus-Asia (TRACECA), provides marine 
transportation of goods and passengers, as well as 
offshore support services for oil and gas operations.

The 21st century requires a new vision. Global markets 
are opening and boundless competition characterizes 
this new century. We are greeting this new century with 
high expectations for maintaining the leadership position 
in our core business fields in the Caspian Sea region 
and trying to expand our shipping business in areas 
beyond the Caspian Sea. New representation offices or 
subsidiaries were  opened in the last couple of years in 
Astrakhan (Russia), Istanbul (Turkey) and Athens (Greece) 
where our company is active. At the same time studies are 
being carried out for expansion into different regions.

To this end, we will continue to improve the technology 
and quality of our mainstream products. Therefore, we 
have set a target to do the followings in the coming years:

- To renew our tanker fleet with new modern tankers, 
currently the building of one of the new sea–river type 
modern tankers is expected to finish in 2019 and the 
second one in the first half of 2020.

- To build new modern Ro-Pax vessels, currently two 
units are being built at Baku Shipyard and the building is 
expected to finish in 2020.

- To renew offshore fleet with preferably modern DP 1 
and DP 2 AHTSVs, PSVs, DSVs and etc.
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OUR FLEE T  AND MAIN  BUSINES S  AC T IV I T IES

ASCO’s core activities comprise:

• Cargo transportation 

• Specialized offshore services for the oil industry 

• Ship repair and construction 

• Education and training 

• Other supporting activities

Cargo transportation:

ASCO provides cargo transportation services in the 
Caspian Sea and waters beyond the Caspian Sea, mainly 
in the Black and Mediterranean Sea basins. Cargo is 
transported by the ASCO’s transport fleet. Transport fleet 
comprises tankers, universal dry cargo vessels, ferries 
and Ro-Ro type vessels. Currently, 52 vessels, including 22 
tankers, 15 dry cargo vessels, 13 ferries and 2 Ro-Ro type 
vessels are operated in the transport fleet of ASCO.

ASCO’s tanker fleet transports oil and oil products 
and is used to transport most of the liquid cargo through 
the Caspian Sea. In accordance with its strategy to 
diversify business lines and reduce dependence on a 
single market, ASCO has offered transportation services 
by tankers beyond the Caspian Sea since 2017. At present, 
ASCO operates two tanker vessels in the Black and 
Mediterranean Sea basins.

Transport fleet composition

Type of vessel 

Total

Tanker 22

15

2

13

52

Dry cargo

Ro-Ro

Ferry

Number

Universal dry cargo vessels of ASCO operate both in 
the Caspian Sea and in the Black and Mediterranean Sea 
basins. ASCO’s dry cargo vessels in the Caspian Sea serve 
to maintain Azerbaijan’s position in dry cargo market in 
the Caspian Sea, and to meet demand for transit container 
volumes which is predicted to increase.

In total, ASCO operates 14 vessels beyond the Caspian 
Sea – in the Black and Mediterranean Sea basins, including 
12 dry cargo vessels and 2 tanker vessels and these 
vessels are floating in international waters under the flag 
of Azerbaijan.

Today, ASCO is the only shipping company that 
operates ferries in the Caspian Sea. ASCO’s ferries 
transport wagons, trucks, and container cargo along the 
Trans-Caspian corridor, linking railways on the Eastern 
and Western shores of the Caspian Sea.

ASCO’s Ro-Ro vessels “Composer Fikrat Amirov” and 
“Composer Gara Garayev” transport various wheeled 
vehicles, including large cargo vehicles, along the 
Kazakhstan-Azerbaijan and Turkmenistan-Azerbaijan 
routes. 

Specialized offshore services for the oil industry

ASCO’s specialized oil fleet consists of 212 vessels 
and serves many important oil and gas projects in 
the Caspian Sea region. Its operations include oil and 
gas production processes, the construction of marine 
platforms, geological exploration, laying oil and gas 
pipelines and their repair during operations, firefighting at 
oil facilities, delivering oil workers to their workplace, and 
other activities involving the exploration and extraction 
of mineral resources at the bottom of the sea. This fleet 
is also involved in the development of the Shah Deniz, 
Bahar-Gum-Deniz and Azeri-Chirag-Gunashli fields in the 
Caspian region.
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Specialized oil fleet composition, number 

Type of vessel

Total

Crane vessels 

Barges

Tug boats

Surface cleaner and sewage water 
collector vessels

22

6

3

12

25

8

8

68

19

5

11

3

7

2

6

1

6

212

Passenger ships

Liquid cargo vessels (tankers)

Port tug boats 

Support boats

Anchor handling tug supply vessels

Engineering-geological vessels

Diving support vessels

Ship repair workshops

Platform support vessels

Underwater pipelaying vessels

Firefighting vessels

Floating workshop

Dredger ships and convoys

Gəmi sayı

Ship repair and construction:

The Zygh Ship Repair and Construction Yard (Zygh 
SRCY) and the Bibiheybat Ship Repair Yard (Bibiheybat 
SRY) repair the vessels and technical equipment of both 
ASCO and other shipping companies, prepare spare 
parts, special paint and technical tools according to 
orders. At the same time, Zygh yard has started providing 
shipbuilding services by passing relevant certification 
since 2017. Other services carried out in these yards 
include the installation and tuning of ship systems and 

equipment, electric and radio-navigation equipment, 
engines, and devices; diving and underwater hydro-
technical works; the inspection, cleaning and painting 
of underwater hulls, steering wheels and screws by 
lifting ships on to the dock; the inspection and repair 
of hydrostatic separating devices and individual rescue 
vehicles, and the maintenance of ASV type isolating 
breathing apparatuses.

Three berths, a new administration building, a new 
warehouse complex, a canteen building, a social building 
and a changing room were built and commissioned at Zygh 
ship repair yard to improve the quality of repair works and 
speed up the repair processes. In addition, a mechanical 
workshop, repair shop, compressor building, blacksmith 
workshop, boiler house, potable water pumping station, 
transformer substation, heating network, and new 
crossing points were built and commissioned; power 
and potable water supply networks were set up and the 
blacksmith workshops and boiler house were connected 
to the gas system. 

Infrastructure expansion works, including the overhaul 
of the coastal bridge and the construction of substations 
for dockyard berths, were carried out at Bibiheybat ship 
repair yard. It is planned to extend the berths and cranial 
roads, overhaul current cranial roads, and to renew the 
yard’s equipment at the next stage.
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Education:

Azerbaijan State Marine Academy (ASMA), that is part of 
the ASCO structure, has 130 years of experience in marine 
education and prepares seafarers for shipping companies 
in Azerbaijan, as well as in other countries of the region. 
Currently, the Academy serves students with three 
faculties and 16 departments. ASMA is recognized by the 
International Maritime Organization (IMO). Considerable 
reforms have been carried out at the Academy starting 
from 2014, while graduation standards and specializations 
of students have been aligned with ASCO’s requirements, 
with preference given to quality, but not to quantity, in 
education and graduation standards.

Moreover, the Academy operates a Training and 
Education Center (TEC) to increase the professional degree 
and qualification level of seafarers, and to provide their 
certification. The Center is equipped with training facilities 
and simulators, and special courses are organized for 
the certification of seafarers. Educational programs held 
at the Center are totally in line with IMO standards. A 
Dynamic Positioning Simulator (DP2) used on the latest 
modern vessels was commissioned at the TEC in 2016. 
The dynamic positioning system allows total automatic 
monitoring of the position and course of the vessel. DP2 
plays a great role in training ship drivers engaged in 
marine operations. Moreover, TEC has obtained relevant  

certificates to enhance the quality of its training. So that, 
Bureau Veritas and American Bureau of Shipping (ABS) 
have certified 40 training courses held at TEC. At the same 
time, The Nautical Institute, has certified its DP Induction 
and DP Simulator training courses, as a result of which TEC 
has become one of 95 training centers around the world 
and the only one in the Caspian region with the authority 
to deliver these courses.

Azerbaijan Marine College, which also provides 
education within the ASCO structure, was established in 
2016. By the decision of the Cabinet of Ministers of the 
Republic of Azerbaijan, Azerbaijan Marine Fisheries College 
was subordinated to ASCO and served as the basis for the 
Azerbaijan Marine College established under ASMA. This 
college trains specialists in the fields of operating power 
devices, energy equipment and automatic machines, ship 
steering, ship repair, and installation of ship equipment.

Supporting business operations:

Apart from the above core operations, ASCO carries out 
the below supporting operations:

• Logistics services

• Dry cargo port and agency services 
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Logistics services:

ACSC Logistics LLC, operating 
within the ASCO structure, provides a 
full range of logistics services. ACSC 
Logistics transports cargo from the 
starting point to the destination in 
a safe, timely and effective manner 
via a number of transport modes. 
Moreover, ACSC Logistics provides 
advisory services to consignors 
to select the optimal route and 
transport mode, as well as providing 
documentation, convoy, customs 
clearance and insurance services 
required during cargo transportation.

Dry cargo port and agency 
services:

The Zygh dry cargo port 
facility operates within the ASCO 
structure with its main purpose 
being to organize, operate and 
manage dry cargo port activities by 
applying advanced techniques and 
technologies, providing high-level 
port services to local and foreign 
shipping companies, carrying out 
cargo operations, serving vessels 
and passengers, as well as other 
relevant port services. The dry cargo 
port also provides agency services. 
The port provides clearance services 
on arrival, during the stay and on 
departure of vessels at sea ports 
of Azerbaijan. It also provides legal 
representation of vessel owners, 
freighters or any other individual 
operating vessels to the relevant 
authorities, as well as organizing and 
carrying out financial operations on 
their behalf. 
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OPER AT ION ROU TES

ASCO operates both in the Caspian Sea 
and beyond, in particular, in the Black and 
Mediterranean sea basins. ASCO has 160 
years of wide experience in shipping. ASCO 
re-established its operations in the basins 
beyond the Caspian Sea in 2014. Currently, 14 
vessels operate under the Azerbaijani flag on 
basins beyond the Caspian Sea: 12 dry cargo 
vessels and 2 tankers.

Routes beyond the Caspian Sea:

TURKEY

UKR AINE

MOLDOVA

ROMANIA

BULGARIAITALY

FR ANCE

SPAIN

MOROCCO
ALGERIA

LIBYA EGYPT

GREECE

CROATIA

ISRAEL

TUNISIA

PORTUGAL
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TURKEY AZERBAIJAN

K A ZAKHSTAN

TURKMENISTAN

IR AN

GEORGIA

RUSSIA

Novorossiysk

Makhachkala

Kashagan Tengiz

Aktau

Alaja, Kianli, 
Oghuzkhan, Okarem

Turkmenbashi

Anzali, Amirabad

Supsa

Ceyhan

Tanker routes in the Caspian Sea

Routes of dry cargo vessels in the Caspian Sea

Ferry routes

Routes of Ro-Ro type vessels
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S T R AT E G Y

VALUES

MOT TO

MIS SION

VIS ION

To support the harmonious and continuous flow of 
international cargo and contribute to Azerbaijan’s regional 

transportation hub strategy.

To secure the leading position in the Caspian Sea and 
expand operations beyond the Caspian Sea. 

People - Experienced sailing personnel and professional 
team are our major assets. 

Safety - We continually focus on establishing a safe 
working environment, providing high-quality services and 
mitigating risks.

Environment - Our aim is to minimize impact on the 
environment in all aspects of our operations.

Quality Service - As ASCO, we guarantee high-quality cargo 
transportation and diverse specialized offshore services 
based on our rich experience.

Continuous Improvement - As a shipping company 
with effective management, we pursue continuous 
improvement in all aspects of our business to provide 
value-added services to our clients. Your shortest bridge between Europe and Asia.
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PURP OSE  OF  SUS TAINABLE 

DE VELOPMENT

We strive to adhere to sustainable development 
principles throughout the value chain. We recognize the 
importance of nature and human capital for our activities 
and minimizing potential negative impact in this regard is 
our long-term goal.

Target 1: Building a modern shipping 
company that operates efficiently and 
maintains sustainable development.

Target 2: Conducting operations 
in a safe manner and without 

environmental damage.

Target 3: Preparing strong local 
personnel.

Target 4: Expansion and diversification 
of activities.

S TR ATEGIC  TARGE T S 

To maintain the leading position in cargo 
transportation in the Caspian Sea

To restore and expand operations 
beyond the Caspian Sea

To extend the geography of offshore 
support services

To increase ship repair services to external 
enterprises

To expand and increase the profitability of 
other activities
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JAL AL  FAR A JL I  –  DEPU T Y  CHAIRMAN /  CFO
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As ASCO, we propose wide specter 
of services in trade and offshore 
shipping fields in Caspian, Black and 
Mediterranean seas. Our main values 
are Azerbaijan marine experience 
inherited over 160 years; diversified 
fleet consisting of various types of 
modern vessels; our sensitivity to 
the subject of health, safety and 
environmental protection.

As a result of effective and 
efficient management through the 
past 5 years after its establishment, 
ASCO has finished each financial year 
with satisfactory economic results. 
During this period, the net profit of 
ASCO has accumulated to 364 million 
AZN and EBITDA to 833 million AZN.

ASCO’s management pay a special 
attention to the longevity of the 
company and put efforts to become 
one of significant participants in 
global business. That is why one of 
the main tasks we currently face is to 
direct the obtained economic value 
to the renewal of our fleet. During 
the past 5 years, the revenue of 
our Company from main operations 
aggregated 1,976 million AZN, whereas 
the amount of investment on vessels 
and other fixed assets totaled 659 
million AZN. Our goal is not only the 
physical renewal of the vessels, but 
also ensuring efficient and profitable 
operations through diversification 
by type of vessels considering 
the market demand and regional 
diversification. Another task we face 

is to ensure profitable operations of 
the companies in ASCO’s composition 
not relating to its main activity which 
emerged as a result of structural 
improvement.

We may have a further look to 
certain numbers in order to gain a 
wider idea on ASCO’s activity. As a 
measurement of liquidity, ASCO’s 
current ratio is way above the 
world shipping industry average. 
Additionally, EBITDA margin for the 
reported 5 years’ period is above 
several shipping industry giants’ 
indicators and clearly shows the 
effectiveness of the Company’s 
activity.

Our Company is keen to take the 
opportunities waiting for us ahead to 
maintain the leadership position in 
the Caspian Sea region and increasing 
the market share in international 
waters. ASCO enters 2019 with 
enthusiasm and all our attention will 
be directed to effective management 
and growth in the upcoming years.
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BUSINES S  MODEL  –  K E Y  P OINT S

ASCO is a 100% state-owned shipping company. 
ASCO agrees the shipping budget for upcoming years 
with “Commission on review and approval of budget of 
large government companies” and relevantly reports 
performance versus budget. ASCO closely cooperates with 
other relevant government agencies involved in cargo 
transportation to expand domestic and international 
shipping, to strengthen the competitiveness and to 
improve the transit potential of the country and these 
agencies are also stakeholders in the Company’s 
operations. Furthermore, as shipping is an international 
activity, the Company cooperates with international 
organizations and institutions, and joins relevant 
international conventions. 

ASCO owns the largest and most diversified fleet in 
the Caspian Sea. Currently, there are a transportation 
fleet providing freight forwarding services and an oil 
fleet providing various specialized services to oil and gas 
industry within ASCO. In general, our fleet consists of more 
than 20 different type and wide profile ships, with a total 
number of more than 250. ASCO is considered a unique 
shipping company in the world for variety and diversity 
of the ships in its fleet. Transportation fleet providing 
freight forwarding services consists of tankers, universal 
dry cargo vessels, ferries and Ro-Ro type vessels. Oil fleet 
providing specialized offshore services to oil industry 
is comprised of crane vessels, passenger ships, anchor 
handling tug supply vessels, platform supply vessels, 
tug boats, diving vessels, firefighting vessels, barges, 
geological engineering vessels, underwater pipe-laying 

vessels, dredger ships and others.
ASCO serves many local and foreign customers in 

transportation of various cargo, including oil and oil 
products, containers, dry cargo, wagons and trucks 
along the Trans-Caspian corridor. Our commercial 
vessels operating in the Caspian Sea realize cargo 
transportation among the ports of Caspian Sea countries. 
At the same time, ASCO re-established its operations in 
international waters beyond the Caspian Sea in 2014, to 
reduce dependence on a single market and diversify its 
business. Currently, ASCO operates 14 vessels under the 
flag of Azerbaijan, including 12 dry cargo vessels and 2 
tankers, in the Black and Mediterranean Sea basins. In this 
regard, our commercial vessels sailing in the Black and 
Mediterranean seas are moored in ports of countries like 
Turkey, Italy, France, Greece, Bulgaria, Romania, Russia, 
Ukraine, Israel, Algeria, Morocco and Egypt. For more on 
this topic, see the Our Fleet and Major Operations and 
Operation Routes sections of this report.

In specialized services to oil and gas industry, 
main customers of our Company are Azneft Production 
Association of State Oil Company of the Azerbaijan 
Republic (Azneft PU), SOCAR Logistics DMCC, SOCAR AQS 
LLC, Bahar Energy Operation Company, BP, Total, Saipem 
and other foreign subcontractors of these companies, 
other legal persons and individuals. ASCO is the only 
shipping company in the Caspian Sea with a fleet that 
totally satisfies the requirements of Azneft PU, our largest 
customer. At the same time, participates in several 
projects realized in other sectors of Caspian Sea, in 
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Russia, Kazakhstan and Turkmenistan 
sectors, cooperates with Prime 
Exerter, Lukoil, Jan De Nul, Maersk 
and other large customers.

The main challenges facing our 
Company in terms of maintaining the 
existing customer base, deepening 
business relationships with them and 
attracting new customers consist of 
the timely upgrade of our fleet with 
modern ships and the development of 
our people.

To upgrade our fleet, 20 new and 
modern vessels were purchased 
by ASCO in last 5 years, including 8 
dry cargo vessels and 1 tanker for 
transportation fleet; 1 tug supply 
vessel, the largest in the Caspian Sea, 
6 supply and tug boats, one port tug 
boat and three passenger ships for 
our specialized oil fleet. 

As another step towards the 
modernization of our fleet, one of 
our main partners, Baku Shipyard 
LLC, following an order from our 
Company, is currently building 
four tankers and two Ro-Pax ferry-
boats. By order of the President of 

One of the structural divisions 
of ASCO, Azerbaijan State 
Marine Academy (ASMA) ensures 
development of young seafarers in 
Azerbaijan and provides bachelors 
and masters education on Navigation 
and Shipboards mechanics faculties. 
Training, industrial and cruising 
practice on vessels is provided to the 
students of Academy. Additionally, 
Marine College is also operated within 
the structure of Academy. ASMA 
is recognized by the International 
Maritime Organization (IMO) and is 
included in the global higher marine 
education system. At the same time, 
the Academy has become a member 
of the International Association 
of Marine Universities and the 
diplomas and certificates issued 
by the Academy are internationally 
recognized. Two graduates of ASMA 
have done masters on “Shipping 
management and logistics” and 
“Maritime management” specialties 
in World Maritime University 
located in Malmo, Sweden and this 
education has been sponsored by 
ASCO within the 2017 Scholarship 
Program. Opportunities are created 
to undertake internship both in 

the Republic of Azerbaijan, 30% of 
financing of two tankers and two 
ferries out of these vessels’, and 50% 
of two tankers’ construction is done 
at the expense of funds allocated for 
public investments. The remaining 
part is financed by our Company’s 
internal resources. In near future, 
within the plan of modernization of 
our fleet, it is planned to place an 
order for constructing additional 2-6 
vessels in Baku Shipyard. Let us note 
that, to keep the fleet in line with 
requirements of cargo owners and 
regional oil and gas projects realized 
or planned in perspective, the fleet 
renewal plan till 2025 is prepared by 
ASCO and proposed for discussion 
with relevant government bodies. 
Zygh Shipbuilding and Construction 
Yard, one of the Company’s structural 
divisions, has started construction 
of a number of vessels for the 
Caspian Sea Oil Fleet under the fleet 
renewal plan for the coming years. 
A noteworthy detail is that these 
vessels are designed by professionals 
from another structural division of 
the Company, Caspian Sea Transport 
Project Research and Scientific 
Investigation Institute.
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ASCO ships and world’s leading and reputable shipping 
companies to the students and graduates distinguishing 
in education and personal qualities and showing higher 
academic results. That said, our two employees who are 
ASMA graduates are undertaking internship in Columbia 
Shipmanagement Ltd and other three employees who 
are ASMA graduates are also expected to participate in 
the same program. It is worth noting that the Chairman 
of ASCO issues a letter of guarantee for employment 
and scholarship to students who have excelled in their 
education in ASMA.

Training and Education Center (TEC) serving to 
increase the professionalism and qualification level of 
seafarers and providing their certification, operates 
within ASMA. TEC’s main goal is to organize training and 
certification for seafarers of both the Sea Transport 
Fleet and Caspian Sea Oil Fleet. At the same time, TEC 
provides training and certification for the employees 
of other shipping companies. In 2016 a new dynamic 
positioning system (DP) simulator was launched in TEC. 
Dynamic positioning systems allow to fully control the 
position and course of the vessel automatically, using its 
own propellers and thrusters. Bureau Veritas Center and 
the American Bureau of Shipping have issued relevant 
certificates for 40 training courses held at the Center. 
In 2017 The Nautical Institute, UK, audited the TEC and 
certified its DP Induction and DP Simulator training 
courses. Thus, TEC has become one of 95 centers in the 
world and the only training center in the Caspian Sea 
authorized to deliver these training courses.

ASCO’s wide range of activities necessitates 
cooperation with both local and foreign companies in 
supply chain. The supply chain comprises domestic and 
international suppliers of goods and services. Suppliers 
are selected based on the Company’s procurement 
guidelines with the significant focus on aspects such as 
business ethics, anti-corruption, transparency, etc. Let us 
note that, the procurement regulations of the Company, 
as well as, the information about tenders for purchase 
of materials and services within the Company, are 
transparently issued in the official internet site of ASCO. 
The evaluation of suppliers is carried out collectively by 
the Procurement Committee of ASCO. The organization 
and management of the procurement process with 
suppliers are regulated by legislation of the Republic 

of Azerbaijan, as well as ASCO’s Procurement Committee 
Regulations, ASCO’s Rules on Organizing and Management 
of Procurement, bid invitation documents, the 
procurement agreement template and the final protocol 
on tender results. ASCO’s supply chain of domestic and 
foreign firms comprises of companies offering shipbuilding 
and repair, construction, supply of materials, engineering, 
communication, port, insurance and other services. 
ASCO strives to achieve mutually beneficial cooperation 
with suppliers and mainly prefers local suppliers. Local 
suppliers are companies registered in the Republic of 
Azerbaijan and bearing tax liability in accordance with the 
laws of Azerbaijan. In 2016 and 2017 the amount spent on 
domestic suppliers averaged 67% of total supply costs.
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Main stakeholders Main operations Values Customer relations

Suppliers

PetrolTrading companies Transportation 
services

Transportation

Other

Security

Environment

Personnel Quality

Reliable partner

Trust 

Profitability

Productivity

Fairness

Transparency

Offshore support 
services

Ports

Railways

Port expensesTransportation 
companies Offshore support 

services

Yards

Repair expenses
Cargo owners

Ship repair services

Ship repair and 
building

Education and 
trainingAgencies and 

brokers

High-quality 
services

Sustainable 
development

Customers

Salaries
Logistics companies

OtherTaxes
Expeditors

Other
Other

Other

Other

HotlineYards

Social networksShips

Web-site

Personnel

Experience

Office

Depreciation
Oil & Gas industry

Logistics services

Main resources Communication 
channels

Structure of expensesCustomer segments Sources of profit

BUSINES S  MODEL  OF  ASCO
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SE VDA MAMMADOVA –  HE AD OF  HR
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The success of business activities 
directly depends on preparation 
of highly qualified specialists in 
management and operations, and 
improvement of staff potential. That 
is why putting human potential to 
the core of development, directing 
this process to human, addressing 
existing problems, also clearing the 
way to spiritual revival are main aims 
in the world today.

The issue of staff preparation 
for sustainable development is a 
priority in our Company, supported 
both by the government and the 
Company. Continuous high and 
occupational education system for 
the development of shipping industry 
is created and continiously improved 
in the country. So that, attention is 
given to high qualification of staff 
and their productivity levels, as 
shipping is a human capital oriented 
field and requires a great deal of 
labor work. Currently, actions on 
preparation, re-qualification and 
improving professionalism levels of 
staff working in management and 
operations, are taken continiously.

Let us take a short look at main 
achievements in HR sphere during the 
5 years since ASCO’s inception:

- Organizational structure and 
HR system of the Company is set;

- HR strategy and short, 
medium and long-term targets are 
established;

- HR policy, regulations, 
procedures, instructions and internal 
rules are written;

- HR functions like 
recruitment, planning, training 
and development, performance 
evaluation, working with talented 
youth and etc. are organized;

- Significant work is done 
towards automatization and 
application of processes and HR 
reporting system.
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REL AT IONSHIP  WITH PERSONNEL

We believe that employees who are aligned with the 
values of ASCO and serve our mission and goal, should 
develop together with the Company in the long term. We 
have created working conditions that motivate employees 
and promote diversity. Career development planning is 
used in our Company to provide employees with both 
material and intellectual motivation. The emphasis is 
on working conditions that promote equality and safety, 
maintain a balance between the personal and professional 
lives of employees. Employee-employer relations in our 
Company are based on mutual trust and respect.

The Company has created a working environment 
that creates equal opportunities for each employee to 
raise their professional level and develop their careers. 
Necessary processes have been set up in the Company 
and further work is being done for the recruitment of the 
best and development of future leaders. One of the most 
important factors in the future success of the Company is 
the retention and appointment of the best employees to 
managerial positions.

That is why our Company attaches great importance 
to the professional development of our employees. Our 
key priorities are the preparation of strong Azerbaijani 
seafarers, promotion of the maritime profession in 
the country, improving the quality of education at 
our academy, continuous professional development 
of staff, identifying high-potential young people and 
appointing them to leading positions. For this purpose, 
internationally recognized seafarers are regularly invited 
to train our staff at the expense of ASCO, and special 
projects are implemented to encourage young employees 
to gain practice with international marine companies 
or on our ships in international waters. Under the ASCO 
Scholarship Program, graduates of ASMA are sent to 
prestigious universities around the world every year to 
receive a master’s degree. In addition, a career center 
has been established at our academy, which provides 
information about students and alumni, and through 
which ASCO is closely involved in their future professional 
lives. Students who are distinguished in education at our 
academy are provided with individual scholarships and 
jobs after their graduation. This is a clear example of how 
the Company prioritizes educated young sailors in shaping 
human resources.

Keeping employees highly motivated is one of 
the key priorities of the management. Employees are 
regularly evaluated on an individual basis. As a result, 
the development needs of employees are identified and 
measures are taken in this area. Moreover, employees 
receive bonuses and material rewards. Specialists 
distinguished in their fields are also awarded with 
certificate of honor.

In addition to the above factors, our Company 
attaches great importance to providing employees with 
effective and healthy leisure time and establishing 
friendly relations in social life outside the workplace. So 
that, ASCO regularly organizes sports events, including 
swimming, football and other sports competitions, as well 
as team trips. These activities help to increase sincerity 
and confidence, along with professional relationships 
among employees.
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After ASCO was formed, the process of merging state shipping entities was smoothly done and unified synergy in the 
maritime industry was obtained. The Company’s Strategic Development Program is prepared, covering works towards 
transparency, optimization and diversification, taking the principle of fairness as a basis.

We pay a lot of attention to the application of software in all aspects of our business to ensure the effective 
management of the Company. With that in mind, we established a central corporate network with fiber optic channels 
in 2014 and installed SAP ERP system the same year. Now, we use SAP ERP system modules including finance, human 
resources, material resources management, sales, cost controlling and treasury. We began freight transportation 
programs and established a central dispatch service. We have developed a unified electronic HR database for the 
management of human resources. Electronic ticket sales, electronic procurement system and electronic document 
management systems were introduced. We have developed the Company’s new website and internal portal.

In order to optimize operations and direct the focus towards key development prospects, the Company has spun off 
structural divisions beyond its core business to the relevant authorities. Since 2014, ASCO has delivered to the relevant 
authorities 

- housing and public utilities comprising 168 housing units, 
- the seafarers’ cultural center, 
- the Danizchi auxiliary agricultural enterprise with an area of 1,638 hectares of agricultural land and an 

administrative building with a total area of 1,027 square meters, and 
- the Central Seamen Hospital.
The Company maintains its accounting records in accordance with International Financial Reporting Standards (IFRS). 

Company’s financial statements prepared in accordance with IFRS are audited by EY each year. In addition, ASCO has 
prepared sustainable development reports covering its economic, social and environmental performance. These reports 
are also audited by EY. In order to make these statements available to public, they are published on our website, which 
is constantly updated.

Since July 2014, international company American Bureau of Shipping (ABS) was invited and ASCO was audited in order 
to assess its internal management system and to verify compliance of its activities with the SMS (Safety Management 
System) and international ISO standards. GAP analysis was carried out by ABS and a new Quality Safety Management 

CRE AT ING VALUE  AND TR ANSPARENCY IN  AC T IV I T IES
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System was applied as a result of this analysis. The new system was jointly developed by the QHSE Department and ABS 
Consulting. This system incorporates the requirements and recommendations of international management standards 
such as ISM-2010, SOLAS, MARPOL, ISO-14001, ISO-18001, ISO-9001 and ISO-50001. Compliance of internal Quality Safety 
Management System with international standards was approved and ISO certificates have been obtained following the 
audit conducted in September 2015.

In 2016, Fitch Ratings analyzed the financial and business models of the Company, determined the liquidity of the 
Company and sustainable ability to meet its credit obligations, and provided a positive credit rating.

The Company performs attestation of its floating staff on a regular basis and provides special international training 
to increase the capabilities of managers and supervisors. In that respect, ASCO closely cooperates with well-known 
international companies – ABS, the Azerbaijan Professional Finance Managers Association, EY and BIMCO Business 
Academies.

Since its establishment, the Company has regularly revised salaries of employees, and the wages of floating and 
coastal staff have increased multiple times. In October 2017, the Company started and internally financed construction 
of a 472-apartment residential complex to provide housing to those seafarers and their families who have queued for 
accommodation since the 1980s. In parallel with this, in order to improve the working conditions of employees, a new 
administrative building for our Company has been under construction since 2017 near Flag Square – one of the most 
picturesque parts of Baku.

The steps taken by ASCO since its inception have helped the Company to take and maintain a leading position in the 
domestic market and open up to international markets. Using new technologies, modernizing our fleet and increasing the 
skills and knowledge of our employees, we provide our customers with quality and reliable services. Thanks to flexible 
and timely management solutions, we have increased our profitability since inception and succeeded in becoming a 
renowned modern international shipping company.

The Six Capital model you see below is one of the tools used to demonstrate how the Company has used its key 
resources for production. Six Capital is divided into financial, industrial, intellectual, human, social and natural 
categories, and descriptions of each of these capitals, the main available resources, and what the Company has achieved 
from available resources are given below.
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Financial

Manufactured

Intellectual

Human

Social

Natural

Economic resources financing 
business

Profitable infrastructure

Knowledge and intellectual 
property used to enhance 

the competitive advantage of 
individuals and develop the 

business

Knowledge, skills, experience, and 
judgment of people who help to 
achieve the organization’s goals

Relationships for raising individual 
and collective well-being among 

stakeholders. This capital includes:

• Distributed norms, common values 
and principles

• Significant stakeholders, as well as 
the strength the Company has used 
to maintain trust with customers, 

suppliers, businesses partners and 
other stakeholders

• Innovative and special 
offers to customers

• Proper business 
management

• Employee safety and 
well-being

• Personal and 
professional 
development

• Indirect protection of 
workers’ family members

• Mutual benefit for 
stakeholders

• Job opportunities
• Increased community 

sustainability
• Customer health and 

safety
• Anti-discrimination 
measures and other 

human rights support 
measures

• Equity share
• Debt financing
• Undistributed 

earnings

• Income
• Project financing

• Profit for 
shareholders

• Transportation fleet
• Offshore support 

fleet
• Yards

• Transportation services
• Technological fleet 

services
• Ship repair and 

construction

• A world-famous 
brand

• Robust knowledge 
base

• Qualified skills
• Approved systems 

and structures

• Qualified workers
• Training in 

knowledge and skills 
development

• Stakeholder 
engagement 

• Strategic 
relationships

Economic

Social

Environmental

Renewable and non-renewable 
environmental resources used to 
supply services and goods that 
support the current and future 

development of the organization. 
These include:

• Air, water, soil, minerals and forests

• Biodiversity and ecosystem health

Natural resources 

Mitigating negative 
environmental 

impact (emissions, 
waste)

ASCO – SIX CAPITAL MODEL

Capitals Description Resources Outcomes
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QHSE policy values the following principles in the 
offices of ASCO:

- Ensuring healthy and safe working environment 
via benefiting from healthy and safe working experiences;

- Preventing pollution in the sea and ports;

- Taking detective and preventive measures against 
all identified risks;

- Evaluating the results of audit and inspections;

- Analyzing the reasons of non-compliances and 
assessing the effectiveness of adjustments made.

The concepts of quality, health, safety and 
environment have been centralized under one 
management system and operated as the QHSE 
department since the establishment of ASCO. During these 
5 years serious reforms were made and useful results were 
achieved in each direction. The followings may be noted 
as an example to the achievements:

- Certification of operations of the fleet’s main type 
vessels based on international ISO standards;

- Provision of personal protection equipment for 
working in production to office and sea staff;

- Renewal of procedures and instructions in 
modern format in the offices;

- Taking urgent preventive measures based on the 
lessons learnt from timely investigation of incidents and 
potential dangers;

- Identifying and improving environments that may 
harm human organism;

- Providing trainings on and propagating special 
policies in all offices of ASCO for the sake of safety and 
environmental protection;

- Utilization, recycling and recording based on 
sorting of 90% of the waste from vessels and shore 
objects and etc.
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After the establishment of ASCO, based on Mr. President’s instructions on the development of shipping industry, the 
Company’s development targets were set and a Strategic Development Program was prepared to reach these targets. 
The Strategic Development Program of the Company was approved in 2014. Afterwards, strategic development priorities 
of the Azerbaijan Caspian Shipping were identified through the decree of the Cabinet of Ministers of the Republic of 
Azerbaijan dated 11 September 2015. The State Program for the Development of Shipping in the Republic of Azerbaijan 
was approved by decree of the President of the Republic of Azerbaijan in November 2016.

The documents mentioned above comprise the basis of the strategic plan and strategic targets of ASCO. The 
following short, medium and long-term targets and objectives are identified by ASCO:

Objective 1.1: Continious improvement of the centralized 
corporate governance system

Objective 1.2: Application of software necessary for 
efficient management

Objective 1.4: Optimization of costs, structure and 
operations and ensuring efficiency

Objective 1.6: Ensuring transparency in the 
operations

Objective 2.1: Improvement of QHSE service

Objective 2.2: Training of personnel on the requirements of 
QHSE standards, educating them on this field

Objective 2.3: Ensuring environmental protection complies with 
International Environmental Management Standards in order to 

prevent onshore and offshore pollution

Objective 1.5: Transformation of the Company into an efficiently operating 
commercial organization which brings dividends to the shareholders

Objective 1.3: Continuing international certification in shipping 
operations and  application of leading international experinceTarget 1: Building a modern 

shipping company that 
operates efficiently and 
maintains sustainable 

development

Target 2: Conducting 
operations in a safe manner 
and without environmental 

damage
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Target 3: Preparing strong 
local personnel

Target 4: Expansion and 
diversification of activities

Objective 3.1: Preparing strong local nautical personnel and 
promotion of the seafarer profession in the country

Objective 3.2: Continious development of professionalism of the 
personnel and improving their prosperity

Objective 4.1: To maintain the leading position in cargo 
transportation in the Caspian Sea

Objective 4.4: To increase ship repair services for 
outside companies

Objective 4.5: To extend other business areas and increase 
profitability

Objective 4.3: To expand the geography of offshore 
support services

Objective 4.2: To restore and expand operations 
beyond the Caspian Sea

BUSINES S  GOALS
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ASCO acknowledges its corporate responsibility to the 
public. ASCO’s social activities mainly cover the following 
directions:

- Financial support and charity;
- Welfare of personnel and health support;
- Support to foster children and veterans;
- Youth support;
- Promotion of the sailor profession in the country 

and support to sailors’ education.
Based on ASCO’s Statue on Providing Financial Support 

approved in 2014, financial support is provided to orphan 
children, families in difficult financial conditions, war 
veterans and disabled persons. During the 5 years period 
since ASCO’s inception till the end of 2018, 2,191,000 AZN 
financial support is provided in accordance with the 
mentioned Statue.

Providing food support 5 times a year on holidays to 
families consisting of 3,350 internally displaced persons 
located in Goranboy region, financial support 4 times a 
year to ASCO’s families whose members were killed in war, 
blood donation actions among employees, release of “Gizil 
gul” park for use, providing housing to those seafarers and 
their families who have queued for accommodation (see 
“Creating value and transparency in activities” section of 
this report for more details), support to the development 
of sport in the country, including sponsorship to “Sabail” 
football club and Sailing Federation and etc. social 
activities can be provided as examples of other work done 
by ASCO in social sphere.

Please refer to the Company’s Sustainable 
Development Report for more details on ASCO’s social 
activities.

SOCIAL ACTIVITIES



50

www.acso.az

FIVE YEARS REPORT



51

www.acso.az

OUR COMPANY

A S C O  AT

A  G L A N C E



52

www.acso.az

FIVE YEARS REPORT

ASCO AT

A  GL ANCE

OPERATING INDICATORS

Cargo transportation volume (thousand tons)

Type of vessel

Total

Liquid cargo

Dry cargo

Ro-Ro/Ferry

4,064.44,513.8 2,411.6 4,298.6 5,573.2

8,347.38,236.1 5,801.7 6,625.8 9,936.6

1,025961.9 618.3475.5853.1

3,257.92,760.4 3,745.11,851.72,537

2017 2016 2015 20142018
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Specialized offshore fleet indicators (hours)

Type of vessel

Crane vessels

Passenger ships

Anchor handling tug supply 
vessels (AHTSV)

Platform supply vessels (PSV)

Tug boats

Port-tug boats

Diving vessels

73,40574,733 66,117 60,757 52,714

89,90389,145 89,97985,74689,505

39,62245,164 52,81455,40548,651

7,3587,661 4,6634,6543,881

7,3686,264 6,11712,3925,628

1,2721,620 7,433 3,841996

36,94934,048 27,99327,42039,649

Firefighting vessels

Barges

Liquid cargo vessels          
(tankers)

Geological survey vessels

Underwater pipe layer vessels

Cable layer supply vessel

Surface cleaner and fecal

water collector ships

20,87517,680 20,181 24,133 27,218

16,9769,648 13,31819,55819,194

13,15311,937 10,71413,45012,883

14,63317,094 9,56212,51316,970

3,7733,333 4,1814,1497,029

4,641       0 3,0562,7462,821

13,20015,103 1,0804,65612,936

Supporting boats

Total hours worked

176,525169,862 185,272 178,391 182,725

519,653503,292 493,567509,811531,713

Dredger vessel and convoys, 
m3 of soil 352,75087,450 265,600208,860154,720

2017 2016 2015 20142018



54

www.acso.az

FIVE YEARS REPORT

F INANCIAL  INDICATORS

5-year outlook (for more information, please refer to the audited financial statements that are an integral part of this 
report)

Profit and loss (in thousands of Azerbaijani Manats)

Balance sheet (in thousands of Azerbaijani Manats)

Revenue

Non-current assets

Loss on disposal of vessels,

property, plant and equipment

Cost of sales

Current assets

Foreign exchange (loss)/ gain 

Gross profit

Total assets

Operating profit

General and administrative expenses

Non-current liabilities

Finance costs

Social expenses

Current liabilities

Profit before income tax

Other operating income

Total liabilities

Income tax (expense)/benefit

Other operating expenses

Total equity

Net profit

474,305452,171 454,925 331,642 262,480

767,440890,890 668,835 621,948 643,953

(837)(200) (1,245) (575) (2,620)

(265,101)(294,242) (241,981)(224,459)(266,762)

262,711305,152 190,857181,895232,831

(3,888)(692) -4,864886

209,204157,929 20,499107,183188,163

1,030,1511,196,042 834,810803,843901,666

139,54177,583 14,26192,911150,020

(52,120)(52,461) (34,737)(36,471)(60,945)

32,00169,484 46,89740,31734,768

(1,410)(1,914) (1,216)(2,145)(1,596)

(5,103)(12,132) (1,961)(2,975)(4,031)

74,610135,570 173,57470,15659,489

138,13175,669 13,04590,766148,424

44,39033,253 39,15930,19245,480

106,611205,054 220,471110,47394,257

(38,000)(23,207) 20,971(21,769)(40,158)

(52,105)(48,114) (6,079)(9,307)(18,288)

923,540990,988 614,339693,370807,409

100,13152,462 34,01668,997108,266

20172018 2016 2015 2014

2017 2016 2015 20142018
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In order to ensure transparency 
and efficiency of operations, 
application of international corporate 
governance practice and organizing 
its operations in compliance with 
international standards have been 
the focus of attention since the 
establishment of ASCO. In that 
context, strategic development 
priorities of our Company were 
identified and approved by the 
Decree of the Cabinet of Ministers 
of the Republic of Azerbaijan. In line 
with strategic development priorities, 
short-term targets covering a 1-3 
years period, medium-term targets 
covering a 3-6 years period and long-
term targets covering a 6-10 years 

CORP OR ATE 

GOVERNANCE  SYS TEM

period have been identified, and the 
Company’s Strategic Development 
Program has been prepared. The 
Strategic Development Program 
is regularly reviewed, targets and 
objectives are constantly updated. 
Furthermore, the State Program 
for the Development of Shipping in 
the Republic of Azerbaijan in 2016-
2020 was approved by the Decree 
of the President of the Republic 
of Azerbaijan in November 2016. 
Execution of the State Program 
ensures timely renewal of the fleet 
with the required ships and step-
by-step implementation of work 
on ASCO’s strategic development 
priorities.
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We drafted and adopted regulatory documents to 
meet the requirements of the international corporate 
governance system:

•        Board of Directors Regulations

•        Company’s Strategic Plan

•        Code of Corporate Governance 

•        Internal discipline rules

•        Code of Business Ethics 

•        Anti-Corruption Guidelines

•        Regulations on Hotline Communication Center 
Activities and Internal Investigations

•        Policy on Disclosure of Financial and Operating 
Results 

•        Disclosure Guidelines

•        Statute of the Public Consultations Board

•        QHSE and HR documents

•        Internal Audit documents

•        Risk Management documents

ASCO is committed to ensuring transparency and 
considering the views of stakeholders when making 
important decisions. Based on leading international 
corporate governance principles, the Company has 
established the following relevant committees to ensure 
collective decision-making in its operations:

• Procurement Committee

• Risk Management Committee 

• Remuneration Committee

Transparent and sustainable development

• International Financial Reporting Standards are 
implemented at ASCO. Financial statements prepared 
in accordance with these standards and audited by 
international audit firm EY are published on the Company’s 
website in accordance with transparency principles and 
presented to relevant stakeholders on an annual basis.

• The American Bureau of Shipping (ABS) has 
audited ASCO’s internal QHSE management system and 
certified its compliance with international governance 
standards. 5-year ISO and ISM compliance certificates 
were issued to the Company, Azerbaijan State Marine 
Academy and Training and Education Center.

• Fitch Ratings agency analyzed ASCO’s business 
model, determined its liquidity and sustainable ability to 
meet its credit obligations, and assigned a credit rating to 
the Company.

• In order to enable personnel to master the 
principles of international corporate governance 
system and to improve the level of their proficiency, 
ASCO regularly organizes trainings in cooperation with 
internationally recognized companies.

• Sustainable Development Reports covering a 
period of two years are prepared in our Company and 
openly issued in the official internet page of ASCO. Please 
refer to “Sustainable development” section fo this report 
for more details on Sustainable Development Reports.
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• Work performed on Information Technologies: 

• establishment of a unified central computer 
network via fiber optic channels covering all departments 
of the Company;

• implementation of the SAP ERP system;

• establishment of a central electronic dispatch 
system;

• application of a fleet positioning program which 
allows the Company to determine the location of ships on 
an electronic map at any time;

• application of electronic document management 
system;

• continuous communication of ships with coastal 
units;

• replacement of old paper-based maps used in 
ships with electronic maps;

• establishment of an electronic ticket sale system.

Information Disclosure Regulations approved in 2016 
are designed to ensure the transparency and publicity 
of the Company’s operations, the availability of relevant 
information to all stakeholders, and everyone’s equal right 
to obtain such relevant information, as well as to exclude 
inaccurate information about the Company and enhance 
the Company’s reputation. Information is disclosed 
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through the official ASCO website and other online resources, press agencies, 
television and radio channels. Pursuant to Information Disclosure Regulations, 
the Company discloses the below information:

• financial indicators for the period;

• borrowed finances;

• significant agreements with relevant parties;

• the Company’s management bodies and officials;

• shareholders;

• dividends;

• the acquisition or alienation of a significant share;

• conclusions on the Company’s activities;

• Sustainable development results.

Furthermore, in 2016 the Company approved the policy on disclosure of 
financial and operating results. The main objectives of this policy are:

• ensuring a unified approach to the disclosure of financial and 
operating results and related procedures;

• ensuring transparency and the removal of inaccurate information that 
may damage the Company’s image;

• ensuring that all stakeholders, including the public, have full access 
to information on the financial state of the Company and have a complete and 
accurate view of the Company;

• more accurate formation of economic policy, financial and economic 
activities of the Company and precise definition of future priorities;

• attracting potential investors and partners to develop specific 
projects.

To improve the existing corporate governance system, in 2016 we engaged international auditor and consultant firm 
EY to assess the current state of the corporate governance system and develop a roadmap containing improvement 
measures. All steps envisaged in the roadmap were successfully implemented in 2016-2018. Business process maps 
were compiled for all major business processes and sub-processes in the Company, and the internal control matrix was 
improved taking into account potential risks. Further, the Promotion and Remuneration Policy was approved in 2016, 
key performance indicators (KPIs) were established, and a performance-based remuneration system was applied from 
January 1, 2017.

In continuation of large-scale corporate governance related projects, we initiated a procedure for obtaining a 
corporate governance rating for the Company. To this end, international audit company Deloitte reviewed our corporate 
governance system, existing documents and their level of operation, strategic and other important decision-making 
processes, risk management, internal control and audit, and the level of transparency in the Company as of the end 
of 2017, taking into account both internal and external factors. As a result, the Company’s performance was positively 
evaluated.
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ASCO places special emphasis on staff development 
and motivation. As part of the ongoing work to improve its 
corporate governance system, ASCO has implemented a 
bonus system based on employees’ annual performance, 
as widely accepted in international practice. The main 
goal of implementing this system is to achieve continuous 
efficiency and increase productivity.

Initially, the Motivation and Remuneration Policy was 
approved in September 2016. Subsequently, we developed 
a balanced key performance indicators (KPI) system 
and KPI scorecards to achieve the strategic goals and 
objectives of the Company in accordance with this Policy. 

Three levels of KPIs have been developed, corporate, 
functional and individual.

ASCO applies the KPI system to:

• encourage the Company’s 
management to develop and improve, 
and to increase the effectiveness and 
efficiency of operations;

• ensure the attraction and 
retention of high-quality staff in the 
Company;

• align shareholders’ interests 
with those of management of the 
Company;

• ensure the long-term and 
sustainable development of the 
Company.
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The KPI system must:

• correspond and be linked to the Company’s development strategy;

• be aimed at achieving strategic goals and objectives;

• be transparent;

• be consistent with current market conditions and the best 
international practice.

The Company established the Remuneration Committee to ensure the 
implementation of measures stipulated in the Motivation and Remuneration 
Policy and to manage the process. The Remuneration Committee updates the 
Motivation and Remuneration Policy to reflect the current situation, makes 
suggestions on budgeting and performs other regulatory functions. The 
performance based remuneration system (the KPI system) has been applied 
since January 1, 2017.

We also highlight that the 
Cabinet of Ministers of the 
Republic of Azerbaijan was 
entrusted by the Decree of the 
President of the Republic of 
Azerbaijan dated September 5, 
2016, On Additional Measures 
to Increase Efficiency in the 
Activities of Legal Entities with 
a State Controlling Stake, to 
develop a remuneration system 
based on performance and 
the corresponding regulatory 
act for managing bodies of 
legal entities. The Motivation 
and Remuneration Policy 
prepared by the Company and 
the KPI system applied ensure 
the implementation of these 
measures. 
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INTERNAL 

CONTROL  AND RISK 

MANAGEMENT

The Internal Audit Department of 
ASCO reports directly to the Board 
of Directors. Internal auditors of 
the Company are involved in the 
audit of various fields as well as 
providing advisory services. These 
services are approved by the Board 
of Directors and are subject to the 
Company’s annual internal audit 
plan. The audit plan is prepared 
for the next year at the end of 
each year. Recommendations are 
made to eliminate inconsistencies 
discovered during the audit, and 
regular monitoring of actions taken 
with regard to discrepancies is 
conducted. Internal Audit Policy and 
compliance of internal audit reports 
with International Standards for the 
Professional Practice of Internal 

Auditing are verified by international 
audit company PwC.

All major business processes, 
their subprocesses and process 
owners are identified, and maps of 
all identified business processes are 
drawn up. Risks have been identified 
in the business processes, and the 
Risks and Control Mechanisms Matrix 
has been designed by identifying 
appropriate control mechanisms 
for these risks. The Internal Audit 
Department checks the compliance 
of activities with business processes, 
monitors the compliance with control 
mechanisms in the processes, and 
regularly evaluates internal control 
mechanisms.
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The Risk Committee has also 
been established along with the Risk 
Management and Insurance Division 
to form the Risk Management System 
(RIS) at ASCO and also to effectively 
manage the risks inherent to the 
Company. The composition of the 
Committee shall be determined 
by the Chairman of the Company. 
At quarterly meetings of the 
Committee, issues related to the risk 
management process are discussed, 
and risk management measures 
are assessed. At the same time, 
the Corporate Risks Map of ASCO 
is reviewed by the Committee and 
submitted to the Chairman of the 
Company for approval.

The Risk Committee collects 
and analyzes information and 
explanations for the risks that have 
occurred during a certain period 
of time. In order to prevent the 
recurrence of the same risk, this 
risk is reviewed and updated on 
the basis of the scorecard data. 
Much attention is paid to the 
development and regular update of 
the Corporate Risks Map. In addition, 
several training courses have been 
organized to improve the Company’s 
management’s, as well as personnel’s 
knowledge of risk management.

The Company’s Risk Management 
System is based on the Enterprise 
Risk Management (ERM) methodology 
of COSO (the Committee of 
Sponsoring Organizations of the 
Treadway Commission). This system 
is integrated into the Company’s 
performance and strategy and 
its purpose is to ensure that the 
Company achieves its goals.
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D E V E L O P M E N T

Our Company pays special 
attention to sustainable development 
and work in this area is a key focus 
of attention. Starting from 2014, 
the Company decided to prepare 
and publish sustainability reports 
covering a 2-year period reflecting 
achievements in sustainable 
development, and to gain external 
assurance for such reports. In 
previous reports, for 2014-2015 and 
2016-2017, achieving efficiency in 
environmental, social, economic, 
health and human resources 
management has been identified as 
one of the main goals. The Company’s 
business is managed in a way to 
achieve positive results in the listed 
areas, and to expand business 

RESULT S  IN 

SUS TAINABLE 

DE VELOPMENT

activities by providing high-quality 
services.

ASCO works towards maintaining 
sustainable development in all major 
operations and business lines. The 
regular renewal of our fleets that 
provide freight and specialized 
services, fuel savings as a result 
of more efficient use of ships, the 
collection of waste from ships, 
plants and other production facilities 
and its transfer to the relevant 
agencies, continuous development 
of personnel and other similar work, 
are all examples of the integration of 
sustainable development principles 
into ASCO’s daily operations. At the 
same time, the Company’s Strategic 
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Plan focuses on its sustainable development. The 
Strategic Plan has set targets for sustainable development 
too, and the Company’s management has set activities in 
line with these targets. 

Personnel are the main value of ASCO. Strong, 
professional and competent staff are the foundation 
of sustainable development. ASCO recognizes its 
responsibility for its employees and protects the rights of 
employees in accordance with relevant local legislation 
and international corporate governance standards, as well 
as ensures their social and material wellbeing.

ASCO attaches special importance to the safety of 
all work carried out in the course of its business so 
that it does not cause injuries to employees, or any 
other health threat or accident. Management in this 
area is conducted in line with the laws of the Republic 
of Azerbaijan, international conventions and ASCO’s 
internal documents. With the introduction of the QHSE 
Security Quality Management System, adherence to 
conventions of SOLAS, MARPOL, STCW and the ILO is 
ensured. In order to ensure the safety of the operations, 
procedures are being implemented in accordance with the 
requirements of the Security Quality Management System 
to continuously identify hazards of specific operations, to 
conduct risk assessments, to ensure regular monitoring 
and take measurements, and to ensure proper oversight. 
Precautionary measures are taken to prevent hazards 
triggered by employee behavior or other factors that may 
adversely affect the safety of our employees.

The protection of the environment is important not 
only for the achievement of sustainable development 
goals, but also for the preservation of the biological 
environment we live and operate in, so that we can 
bequeath it to future generations and build a healthy 
future. Minimizing the environmental impact, including 
waste and emissions, of our fleet and coastline entities, 
compliance with ecological requirements during the 
retirement of vessels and other fixed assets, as well as 
using water and energy resources efficiently, are our main 
priorities. The table below illustrates our energy intensity 
ratio (using one thousand kWh of electricity per worker):

ASCO’s Regulation on Financial Aid was approved 
in 2014 to provide financial support to people in need 
within the framework of the Company’s corporate social 
responsibility. In accordance with this Regulation, material 
assistance is provided to homeless children, financially 
disadvantaged families, war veterans, and persons with 
disabilities. The following is a summary of the number of 
people who have been financially assisted by ASCO: 

You can read more about sustainable development 
in our Sustainable Development Reports published on 
ASCO’s official website and audited by international audit 
firm EY.

Workforce, 
people

Coastline entities

Outsiders

Ex-Workers

Total

9,123

53

5

11

173

8,790

179

4

40

410

8,621

271

18

48

551

8,9218,613

440408

77

6250

825847

20142015201620172018

Sea Transport 
Fleet

Electricity usage per 
employee (thousands 
of kWh)

Caspian Sea Oil 
Fleet

76

2.9628

2014

2014120

3.2867

110

2.94104

120142

2.812.91196240

2015

2015

2016

2016

20172018

20172018
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After ASCO was established at the end of 2013, based 
on Mr. President’s recommendations and assignments, 
short, medium and long-term targets were set and 
Strategic Development Program was prepared and 
approved. Besides, ASCO’s strategic development targets 
were approved by the decree of the Cabinet of Ministers 
in 2015 and “the State Program on the Development of 
Shipping in the Republic of Azerbaijan for the period of 
2016-2020” was approved by the Decree of the President of 
the Republic of Azerbaijan in 2016. During last 5 years, the 
Company has established its activity in accordance with 
the mentioned documents and towards execution of the 
allocated targets and tasks. The Company continues the 
work in this direction.

According to the strategy, the Company’s sustainable 
development, profitability and transparency in all aspects 
of its activities are ensured. A strong team is formed, and 
it is ensured that operations are done in a safe manner 
and without harming the environment.

Capital repair of vessels and renewal of the fleet 
take a significant place in ASCO’s Strategic Development 
Program. During last 5 years 20 new vessels were bought 
and put in operations by ASCO and currently 6 more 
vessels are built in Baku Shipyard. Additionally, fleet 
renewal plan is prepared and according to this plan more 
than 70 various type new vessels are expected to be built 
in next 10 years.

According to the Company’s target of diversifying the 
activities and decreasing the dependence on one market, 
ASCO has reestablished its operations in waters beyond 
the Caspian Sea in 2014 and currently operates 14 vessels 
under the flag of Azerbaijan in Black and Mediterranean 
Sea.

Since 2014, an international corporate governance system 
is applied in ASCO and this system is based on transparency, 
fairness and reliable partner principles. Each year ASCO’s 
financial statements are prepared based on international 
standards, audited by international audit company and 
issued to the public on the official internet page of the 
Company. At the same time, sustainable development 
reports covering two-years’ period are prepared and placed 
in our official internet page after an international audit. 
Various electronic systems are applied in the Company, 
increasing efficiency of the operations and assisting in 
making prompt business decisions. In 2015 the Company’s 
international certification works were finished and 5-years 
ISO and ISM compliance certificates were issued to ASCO 
by The American Bureau of Shipping. In 2016 the Company 
received a credit rating for the first time in its history. 
Since 2017 a renumeration system based on performance 
results (KPI system) is successfully applied in ASCO. In 
2018 ASCO’s corporate governance system was analyzed by 
an international advisory company and the Company was 
presented a positive corporate governance rating.

ASCO closely cooperates with relevant bodies 
participating in cargo transportation of our country, as 
well as other countries and realizes various cooperative 
projects in order to realize Azerbaijan’s transit potential. At 
the same time, within the frames of the Strategic Roadmap 
on the Development of Logistics and Trade in the Republic 
of Azerbaijan approved by the decree of Mr. President, ASCO 
is realizing projects with relevant bodies of Azerbaijan in 
order to increase the transit cargo volumes passing through 
Azerbaijan.
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MANAGEMENT  DISCUS SION 

ON THE  AC T IV I T IES  OF  THE 

COMPANY

With this report, we, as the management 
of ASCO, intend to highlight how our 
Company has been creating value so far and 
how we continue to do so. We are proud 
to demonstrate that we have been able to 
manage our resources effectively towards 
achieving our strategic objectives. 

Azerbaijan’s shipping industry has 
undergone huge modernization following 
the decree of the President of the Republic 
of Azerbaijan dated October 22, 2013. 100% 
state owned ASCO was created. Although 
the restructuring process overlapped with 
economic challenges in the world caused by 
the significant drop in global oil prices, the 
management of the Company achieved better 
efficiency and effectiveness by turning the 
challenges into opportunities. By optimally 
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managing allocated government subsidies, 
which have been decreasing compared 
to previous years, we have justified the 
confidence placed in us by the government. 
Nowadays, the Company is proud to have the 
biggest flotilla in the Caspian Sea, with 264 
vessels. 

As the biggest flotilla in the Caspian Sea 
region, the Company is constantly renewing 
its fleet, raising its technical capabilities and 
strengthening its talent pool to overcome 
new challenges and improve its competitive 
edge as it expands beyond the Caspian 
basin. Within the next 10 years, our ambition 
is to establish a modern, world-class 
shipping company by rejuvenating our fleet, 
diversifying and expanding our international 
operations. As a part of our growth strategy, 
14 vessels have been commissioned in the 
Black Sea and Mediterranean regions. We are 
planning to invest more than USD 1 billion in 
expanding our fleet within the next ten years. 
We are planning to finance this project mostly 
with our own resources. 

We continuously focus on maintaining 
our fleet in accordance with internationally 
accepted standards by effective management 
and significant financial investments. 
Substantial reforms and structural 
changes have been achieved since the 
re-establishment of the Company. The 
Company introduced SAP system modules 
in accordance with international standards 
for the reporting of financial statements, 
and established a Central Dispatch System, 
Electronic Supply System, and a unified 
corporate computer network. At the same 
time, the Company has carried out measures 
to optimize the communication of ships with 
coastal units. Electronic maps have been 
installed on ships. Moreover, based on the 
audit conducted by the Nautical Institute 
on July 6-7, 2017, a certificate was issued 
for the dynamic positioning (DP) simulator, 
which is a computer-controlled system for 
maintaining the position and course of ships, 
which belongs to the Training Center of the 
Azerbaijan State Maritime Academy of ASCO. 

This certificate allows the center to conduct 
DP Induction and DP Simulator training. 

Additionally, since the Company’s re-
establishment our financial statements 
are issued and externally audited by 
international audit firm EY. In light of our 
acknowledgement that the achievement of 
not only economic but also safety, social 
and environmental objectives are the main 
criteria critical for the Company’s success, we 
issue a biannual Sustainable Development 
Report. Our Company is one of the sustainable 
development pioneers in the country, 
demonstrating support for the government’s 
policy and strategy to implement the global 
sustainability agenda. Reliable financial and 
sustainability reports will further contribute 
to ensuring transparency in the Company’s 
operations.

Detailed information about our operations 
is given in the Our fleet and main business 
activities section of this report.
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The Caspian region has 
been an important global 
energy basin since the early 
19th century and benefits from 
comparatively low extraction 
costs, significant reserves and 
growing production levels.

We have an experience of 160 
years in the shipping industry. 
During this period, we have 
continuously developed in every 
aspect of the business. Our 

OUR COMPE T IT IVE 

ADVANTAGE

main assets are our teams dedicated 
to their work and highly qualified 
sailors. Our fleet consisting of various 
type modern vessels meeting the 
requirements of customers is the 
most diversified and rich fleet in the 
Caspian Sea. With the government 
support added to the mentioned 
points, ASCO is currently one of 
the leading shipping companies. 
Mentioned points are the foundation 
of our competitive advantage.
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OU TLOOK ON BUSINES S  RISKS

We have laid out here the main 
risks that are significant for our 
operations. Acknowledging these 
risks, we closely track all the trends, 
risks and uncertainties to be able 
to assess them in a timely fashion 
and to prevent or mitigate them in 
a proactive manner. The level of 
our exposure to risks is effectively 
controlled by our risk management 
system. We also assess some risks 
not only just as threats but also as 
our drivers for change and areas for 
improvement. We have attracted 
tangible investment to turn those 
risks into opportunities.

Reputation risk

Due to reasons such as an inability 
to build professional relationships, 
to provide lower service levels, not 
to meet contractual obligations 
and others, our Company may lose 
value in front of stakeholders. In 
order to avoid this risk, we must 
provide customers with a high level 
of service, as well as ensure that 
transportation is safe and secure, 
without causing any damage to the 
environment and cargo, and without 
our passengers’ dissatisfaction. 
Moreover, it is important to review a 
potential partner’s business history 
before engaging in a relationship, 
maintaining long-term cooperation 
principles and business ethics.

Competition risk

We can lose market share and 
profits as a result of our failure to 
exploit our competitive advantage, 
weak research, the non-renewal of 
fleet and lack of competitiveness. 
For this reason, ASCO carries out a 
regular review of both the Caspian 

and beyond Caspian markets, studying customers’ needs and competitors in 
the markets, investigating the strengths and weaknesses of our Company, and 
identifying and maintaining our competitive advantage.

Political and economic risks

Any failure to carry out transportation or provide offshore support services 
due to the political and economic situation in our region of activity, may 
jeopardize business continuity. To be prepared, it is important to monitor the 
political and economic dynamics in the region of activity and increase our 
independence from these political and economic influences.

Failure to prepare strong local personnel

The main source of the success of our shipping business is the 
professionalism of the Azerbaijani sailors. Inadequate staffing, lack of training 
and an inability to retain talent may result in an additional financial burden, 
the need for external professionals, and shortcomings in common business 
processes. For this reason, the promotion of the sailor profession in the 
country is one of our main goals. Determining training needs and courses 
for each area of our business, training our students in international waters 
and on our Company’s ships sailing abroad, strengthening the education 
infrastructure of our academy, and improving the wellbeing of our staff are the 
most important steps we have undertaken to prevent this risk.
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Loss of customers due to outdated ships

The high service age of ships and equipment and the 
possibility that they don’t meet the modern requirements 
can lead to loss of customers. In order to avoid this, old 
ships must be operated in accordance with their technical 
condition, the marine quality of the vessels should be kept 
under constant watch and the ships should be repaired in 
accordance with the repair plan, and the modernization of 
ships should be carried out on time, taking into account 
the technical and construction indicators.

The risk to life and health of employees

Damage to life and health as a result of a breach of 
safety rules and reduced control may result in the delay 
in the implementation of common business processes and 
harm the reputation of the Company. At ASCO, we monitor 
the use of personal protective equipment and its regular 
use. Relevant measures are taken to ensure that the 
working conditions of employees meet the requirements 
of existing standards, and staff are provided with timely 
instructions and training. It is crucial to comply with the 
rules of safe conduct during the use and transportation 
of toxic chemical substances in the workplace. Moreover, 
staff participation in first medical aid courses is ensured.

Damage that may arise from the extension of repair 
periods

Due to mistakes in the repair process, any prolongation 
of repair periods may result in the loss of profits and a 
delay in overall business processes. In order to avoid this 
risk, we pay special attention to the timely preparation 
of repair estimate documentation and the elimination 
of delays in purchasing spare parts and materials. Other 
important factors include the maintenance of equipment 
and lifting equipment installed on lateral bridges for 
repair, and the knowledge and skills of the repair workers.

Damage to the environment

Violation of maritime industry safety rules may 
result in pollution of the sea or groundwater with oil 
or petroleum products, household waste or chemical 
products. In order to avoid this risk, we attach special 

importance to the cleaning of oil-fuel tanks of vessels 
under repair, to the preparation of emergency action 
plans, to enhancing the skills and habits of employees 
through training, and to complying with production 
process rules when collecting, transporting and handling 
household wastewater.

The technical specifications of our vessels sailing in 
international waters are consistent with those required by 
IMO. We have to timely incur certain maintenance costs to 
keep standards high. Sulphur emission limit tightened by 
IMO is not yet applied in the Caspian Sea. If this regulatory 

requirement is adopted in the Caspian Sea in the future, 
that could lead to the use of more expensive and low-
sulphur blends and the need for capital to make necessary 
modifications to vessels. In the long-run, however, we 
embrace these risks as an opportunity for us to shift to a 
more energy-efficient technology and further modernize 
our fleet.
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OUR BUSINES S  AND INDUS TRY

Our business comprises of specialized offshore 
support services, transportation services (ferry, liquid 
and dry cargo) and other services. As we mostly earn 
revenues from offshore and transportation services, our 
discussions are mainly focused on these services. The 
breakdown of our revenues from services provided for the 
5 years starting the establishment of our Company is given 
below. 

Specialized offshore services

Ferry transportation

Liquid cargo transportation

Dry cargo transportation

Other

2014

2018

57%

13%

14% 5%
10%

Revenue breakdown by services provided during the 
period of 2014-2018 (%)

Oil fleet

Global energy demand is the fundamental driver of all 
oil and gas related activities. While crude oil remains the 
key energy source in the market, natural gas is gaining 
importance globally as the demand for a relatively 
clean fuel source becomes more important. According 
to ExxonMobil’s 2018 Outlook for Energy, natural gas will 
grow at the fastest rate of all energy sources, reaching a 
quarter of all demand by 2040. Oil will continue to play a 
key role in the world’s energy mix, with growing demand 
driven by commercial transportation needs and feedstock 
requirements for the chemicals industry. 

Trends in exploration and production expenditure on 
oil and gas fields have a direct impact on our operations. 
According to the Westwood Global Energy Group, Eastern 
Europe and CIS countries are expected to see growth of 
28% in aggregate exploration and production costs of oil 
and gas fields (compared with the last five-year period). 
The bulk of Azerbaijan’s gas is sourced from the Shah 
Deniz field. Production is expected to increase sharply 
after the commencement of the second phase of the Shah 
Deniz project in 2019.

Utilization rates of our oil fleet vessels were on a 
steadily high level. Utilization rates through last five years 
varied between 85% and 88%. The utilization rate is one of 
our key performance indicators, illustrating how we have 
been taking the fullest advantage of our fleet by efficiently 
exploiting the broad vessel spectrum. 

Demand for offshore support services in Caspian 
region is forecasted to grow. In the long run, according 
to Douglas-Westwood, there will be a positive shift 
in the offshore vessel market with the demand for all 
offshore vessel types increasing globally by 3.7% per year 
on average between 2014 and 2025, driven by growing 
offshore oil and gas supply in the coming years, notably in 
deep offshore fields. 

We expect steady future growth in revenue generation 
from our offshore support vessels due to the rise in 
demand for offshore vessels caused by accelerated 
offshore activities, given that the Company is continuously 
investing to maintain its competitiveness in this market.
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Transportation fleet

Over the past decade, the shipping industry has seen a 
general trend of increase in total trade volume. The United 
Nations Conference on Trade and Development (UNCTAD) 
forecasts world seaborne trade volumes to grow at an 
estimated compound annual growth rate of 3.2 percent 
between 2017 and 2022. According to Clarksons Research, 
world seaborne tanker trade – crude oil, refined petroleum 
products and gas – continued to grow in 2016, with an 
increase in oil market supply and low oil prices, and will 
continue to grow. The Food and Agriculture Organization 
(FAO) predicts that global demand for agricultural 
products will continue to rise at a pace of 1.4% a year for 
2015 to 2030. In the longer term, the fact that shipping 
is the most fuel efficient and carbon friendly type of 
commercial transport should lead to a greater proportion 
of world trade being carried by sea, according to the 
International Chamber of Shipping.

Within our transportation service line, we offer liquid 
cargo (tanker), dry cargo and ferry transportation services. 
Our liquid cargo is mainly crude oil, fuel oil and diesel 
fuel, as well as other petroleum products. Our liquid cargo 
transportation revenue experienced an increase of 23% 
in 2018 in comparison to the previous year. Generally, we 

expect positive trends in the energy sector to continue, 
with a notable increase in oil consumption. Demand for 
consumer-led oil products should boost our liquid cargo 
transportation service line.

Dry cargo transportation includes the transportation 
of a variety of agricultural commodities, construction 
materials and metals. Revenues generated from this 
service have been growing over recent years. There was 
a 16% increase in dry cargo transportation revenue in 
2018 in comparison to the previous year. Most of our dry 
cargo transportation revenue come from agricultural 
commodities shipping, mainly wheat and corn. Our 
continual revenue growth generated from dry cargo 
transportation is explained not only by the rise in vessel 
numbers, but also by our operational efficiency and the 
quality of our services. As the world’s population is rising 
and the demand for agricultural products is predicted to 
grow, we expect to increase our revenues from dry cargo 
transportation, given that ASCO will further modernize its 
fleet in terms of quality, number and type of vessels to 
efficiently meet our clients’ demands.
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F INANCIAL  P OSIT ION

The preparation of consolidated financial statements 
in accordance with IFRS requires management to make 
judgments, estimates and assumptions that affect the 
reported amounts of assets, liabilities, income and 
expenses. A summary of the Company’s significant 
accounting policies, estimates and assumptions, including 
accounting pronouncements that will be adopted in 
future periods, can be found in notes 2 to 5 of the audited 
consolidated financial statements for the year ended 
December 31, 2018, which are an integral part of this 
report. 

Non-current assets of the Company mainly consist 
of vessels, plant and equipment. Current assets mainly 
contain such accounts as inventories and trade and other 
receivables. Non-current liabilities mainly consist of long-
term loans. Current liabilities are mainly trade and other 
payables and the current portion of long-term loans. 

As can be seen from the table above, we earn most of 
our revenues from offshore services, ferry transportation, 
liquid and dry cargo transportations.

Financial risks – we are exposed to financial risks, 
including liquidity risk, credit risk, currency risk, market 
risk, interest rate risk and price risk. That is why we 
constantly monitor fluctuations and take necessary 
actions to mitigate risks. We are careful when dealing with 
foreign currency transactions and we give preference to 
providing pre-paid services.

We have a consistent increase in the gross margin with 
a slight decrease in 2018, which proves that investments 
made by the government have been successfully utilized 
in terms of improving the overall profitability of our 
Company and contributing to the prosperity of the local 
economy.

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 capital conditions, without 
incurring unacceptable losses or risking damage to the 
Company’s reputation. 

Total revenue, 
AZN

Specialized 
offshore fleet 285,428,957284,878,007249,290,442

84,496,59668,761,101

56,502,49760,692,007

38,938,79739,348,277

9,489,10334,079,173

71,773,956

64,867,942

23,454,173

9,399,972

454,925,000474,305,000452,171,000

Ferry 
transportation

Liquid cargo 
transportation

Dry cargo 
transportation

Other

201620172018

Current ratio

Gross margin

Acid test

8%

1.10 

0.71 

2014

2014

32%

2.59 

1.74 

2015

2015

41%44%

3.91 

2.84 

2016

2016

35%

3.52 2.25 

2.52 1.64 

2017

2017

2018

2018
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According to the liquidity analysis, the Company has 
high ratios, demonstrating its ability to cover its short-
term debt with assets that can be easily converted into 
cash and cash equivalents. 

 

For more information on ASCO’s financial results, 
please refer to the audited financial statements for the 
year ended December 31, 2018, which are an integral part 
of this report. This and audited financial statements for 
the years ended 31 December 2014, 2015, 2016 and 2017 can 
be easily found on our Company’s official website.
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