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investment decision with respect to the securities described therein, investors must be (i) “qualified institutional buyers” (as 
defined in Rule 144A under the Securities Act) that are also “qualified purchasers” as defined in Section 2(A)(51) of the U.S. 
Investment Company Act of 1940, as amended, or (ii) non-U.S. persons (as defined in Regulation S under the Securities Act) 
outside the United States who are not acting for the account or benefit of U.S. persons. By accessing these materials, you 
shall be deemed to have represented to us that you (i) are a qualified institutional buyer and a qualified purchaser or (ii) are 
outside the United States and are not a U.S. person and are not acting for the account or benefit of a U.S. person. 

The Base Prospectus Supplement may only be provided to persons in the United Kingdom in circumstances where Section 
21(1) of the Financial Services and Markets Act 2000 does not apply to the Issuer. 

The Base Prospectus and the related Base Prospectus Supplement, prepared pursuant to the Prospectus (Directive 
2003/71/EC) Regulations 2005, will be available from the registered office of the Issuer and the website of the Central Bank 
of Ireland (the “Central Bank”). 

The securities described in the attached Base Prospectus Supplement are not eligible for placement and circulation in the 
Russian Federation unless and to the extent otherwise permitted by Russian law. The information provided in this Base 
Prospectus Supplement is not an offer, or an invitation to make offers, sell, exchange or otherwise transfer Notes in the 
Russian Federation or to or for the benefit of any Russian person or entity. 

You are reminded that you are accessing the attached Base Prospectus Supplement on the basis that you are a person by 
whom the attached Base Prospectus Supplement may be lawfully accessed in accordance with the laws of the jurisdiction in 
which you are located and you may not, nor are you authorised to, deliver the attached Base Prospectus Supplement to any 
other person. 

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or solicitation in any 
place where offers or solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a licenced 
broker or dealer and the underwriters or any affiliate of the underwriters is a licenced broker or dealer in the relevant 
jurisdiction, the offering shall be deemed to be made by the underwriters or such affiliate on behalf of VEB Finance Limited 
in such jurisdiction. 

The attached Base Prospectus Supplement has been sent to you in an electronic form. You are reminded that documents 
transmitted via this medium may be altered or changed during the process of electronic transmission and, consequently, 
neither State Corporation “Bank for Development and Foreign Economic Affairs (Vnesheconombank)”, VEB Finance 
Limited, nor the Dealers or the Arrangers (each as defined in the Base Prospectus), nor any person who controls any of them, 
nor any director, officer, employee or agent of it or affiliate of any such person accepts any liability or responsibility 
whatsoever in respect of any difference between this Base Prospectus Supplement distributed to you in electronic format and 
the hard copy version available to you on request from State Corporation “Bank for Development and Foreign Economic 
Affairs (Vnesheconombank)”, VEB Finance Limited or any Dealer or Arranger. 
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U.S.$30,000,000,000 

Programme for the Issuance of Loan Participation Notes 

to be issued by, but with limited recourse to,  

VEB Finance Limited 

for the purpose of financing loans to 

State Corporation “Bank for Development and Foreign Economic Affairs (Vnesheconombank)” 

This base prospectus supplement (the “Base Prospectus Supplement”) is prepared in connection with the 
U.S.$30,000,000,000 Programme for the Issuance of Loan Participation Notes (the “Programme”) to be issued by, but 
with limited recourse to, VEB Finance Limited (the “Issuer”) for the purpose of financing loans to State Corporation 
“Bank for Development and Foreign Economic Affairs (Vnesheconombank)” (“VEB”) and is supplemental to, and 
should be read in conjunction with, the base prospectus dated 24 June 2010 (the “Base Prospectus”). Capitalised terms 
used, but not otherwise defined in this Base Prospectus Supplement, shall have the meanings ascribed thereto in the 
Base Prospectus. 

The Base Prospectus Supplement has been approved by the Central Bank of Ireland (the “Central Bank”), as 
competent authority under the Directive 2003/71/EC (the “Prospectus Directive”). The Central Bank only approves 
this Base Prospectus Supplement as meeting the requirements imposed under Irish and EU law pursuant to the 
Prospectus Directive. This Base Prospectus Supplement constitutes a base prospectus supplement for the purposes of 
the Prospectus Directive. This Base Prospectus Supplement constitutes neither an offer to sell nor a solicitation of an 
offer to buy any Notes by any person in any jurisdiction in which it is unlawful for such person to make such an offer or 
solicitation. 

Noteholders will be deemed to have accepted and agreed that they will be relying solely on the credit and financial 
standing of VEB in respect of the payment obligations of the Issuer under any Notes. AN INVESTMENT IN NOTES 
INVOLVES A HIGH DEGREE OF RISK. SEE “RISK FACTORS” IN THE BASE PROSPECTUS. 

THE NOTES AND THE CORRESPONDING LOANS HAVE NOT BEEN, AND WILL NOT BE, REGISTERED 
UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND, SUBJECT TO 
CERTAIN EXCEPTIONS, MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR 
THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE 
SECURITIES ACT (“REGULATION S”)). THE NOTES MAY BE OFFERED AND SOLD (I) WITHIN THE 
UNITED STATES TO QUALIFIED INSTITUTIONAL BUYERS (“QIBS”), AS DEFINED IN RULE 144A UNDER 
THE SECURITIES ACT (“RULE 144A”), THAT ARE ALSO QUALIFIED PURCHASERS (“QPS”), AS DEFINED 
IN SECTION 2(A)(51) OF THE U.S. INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE 
“INVESTMENT COMPANY ACT”), IN RELIANCE ON THE EXEMPTION FROM REGISTRATION 
PROVIDED BY RULE 144A (THE “RULE 144A NOTES”); AND (II) TO NON-U.S. PERSONS IN OFFSHORE 
TRANSACTIONS IN RELIANCE ON REGULATION S (THE “REGULATION S NOTES”). THE ISSUER HAS 
NOT BEEN AND WILL NOT BE REGISTERED UNDER THE INVESTMENT COMPANY ACT. PROSPECTIVE 
PURCHASERS ARE HEREBY NOTIFIED THAT SELLERS OF RULE 144A NOTES MAY BE RELYING ON THE 
EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE 
144A. THE NOTES ARE NOT ELIGIBLE FOR PLACEMENT AND CIRCULATION IN THE RUSSIAN 
FEDERATION UNLESS AND TO THE EXTENT OTHERWISE PERMITTED BY RUSSIAN LAW.  THE 
INFORMATION PROVIDED IN THIS BASE PROSPECTUS SUPPLEMENT IS NOT AN OFFER, OR AN 
INVITATION TO MAKE OFFERS, TO SELL, EXCHANGE OR OTHERWISE TRANSFER NOTES IN THE 
RUSSIAN FEDERATION OR TO OR FOR THE BENEFIT OF ANY RUSSIAN PERSON OR ENTITY.  FOR A 
DESCRIPTION OF THESE AND CERTAIN OTHER RESTRICTIONS, SEE “SUBSCRIPTION AND SALE” AND 
“TRANSFER RESTRICTIONS” IN THE BASE PROSPECTUS. 
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The purpose of this Base Prospectus Supplement is to reflect certain recent developments in relation to VEB. The 
information included in this Base Prospectus Supplement is intended to supplement, and to the extent it is inconsistent 
therewith replace, the information about the Programme and VEB contained in or incorporated by reference into the 
Base Prospectus. 

Save as disclosed in this Base Prospectus Supplement, there has been no other significant new factor, material mistake 
or inaccuracy relating to information included in the Base Prospectus which is capable of affecting the assessment of 
the Notes issued under the Programme since the publication of the Base Prospectus. 

Each of the Issuer and VEB accepts responsibility for the information contained in this Base Prospectus Supplement. To 
the best of the knowledge and belief of each of the Issuer and VEB (having taken all reasonable care to ensure that such 
is the case), the information contained in the Base Prospectus, as supplemented by this Base Prospectus Supplement, is 
in accordance with the facts and does not omit anything likely to affect the import of such information. VEB’s legal 
name is State Corporation “Bank for Development and Foreign Economic Affairs (Vnesheconombank)”. VEB’s 
registration number is 1077711000102 and the address of its registered office is 9 Akademika Sakharova, Moscow B-
78, GSP-6, 107996, Russian Federation. The telephone number of the registered office is +7 (495) 721 98 40. The 
Issuer’s legal name is VEB Finance Limited. The Issuer is registered in Ireland under registration number 481529 and 
its registered address is 53 Merrion Square, Dublin 2, Ireland. The Issuer’s telephone number is +353 1 614 6240. 

This Base Prospectus Supplement does not constitute an offer of, or an invitation by or on behalf of, the Issuer, VEB, 
the Group, the Trustee, any Swap Counterparty, any Agent, the Dealers or the Arrangers (each as defined in the 
“Overview of the Programme” in the Base Prospectus) to subscribe for or purchase any of the Notes. 

This Base Prospectus Supplement is only being distributed to and is only directed at (i) persons who are outside the 
United Kingdom or (ii) to investment professionals falling within Article 19(5) of the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (iii) high net worth entities, and other persons to whom it 
may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being 
referred to as “relevant persons”). The Notes are only available to, and any invitation, offer or agreement to subscribe, 
purchase or otherwise acquire such Notes will be engaged in only with, relevant persons. Any person who is not a 
relevant person should not act or rely on this document or any of its contents. 

The distribution of the Base Prospectus or this Base Prospectus Supplement and the offer or sale of the Notes in certain 
jurisdictions may be restricted by law. Persons into whose possession this Base Prospectus Supplement or the Base 
Prospectus comes are required by the Issuer, VEB, the Group, the Trustee, any Swap Counterparty, the Agents, the 
Dealers and the Arrangers to inform themselves about, and to observe, any such restrictions. Further information with 
regard to restrictions on offers and sales of the Notes and the distribution of the Base Prospectus, as supplemented by 
this Base Prospectus Supplement, is set out under “Subscription and Sale” in the Base Prospectus. 

No person is authorised to provide any information or make any representation not contained in the Base Prospectus, as 
supplemented by this Base Prospectus Supplement, and any information or representation not contained in the Base 
Prospectus, as so supplemented by this Base Prospectus Supplement, must not be relied upon as having been authorised 
by or on behalf of the Issuer, VEB, the Group, the Trustee, any Swap Counterparty, any Agent, any of the Dealers or 
the Arrangers or any of their respective directors, affiliates, advisors or agents. The delivery of the Base Prospectus or 
this Base Prospectus Supplement at any time does not imply that the information contained in it is correct as at any time 
subsequent to its date. The websites of VEB and its subsidiaries do not form any part of the contents of the Base 
Prospectus or this Base Prospectus Supplement. 

Neither the delivery of this Base Prospectus Supplement nor the offer, sale or delivery of any Note shall in any 
circumstances create any implication that there has been no adverse change, or any event reasonably likely to involve 
any adverse change, in the condition (financial or otherwise) of the Issuer, VEB or the Group since the date of this Base 
Prospectus Supplement. 

None of the Issuer, VEB, the Group, the Trustee, any Swap Counterparty, any Agent, the Dealers or the Arrangers, nor 
any of their respective representatives, directors, affiliates, advisors or agents, is making any representation to any 
offeree or purchaser of Notes regarding the legality of an investment by such offeree or purchaser under relevant 
investment or similar laws. Each investor should consult with its own advisers as to the legal, tax, business, financial 
and related aspects of its purchase of Notes. 

Prospective purchasers must comply with all laws that apply to them in any place in which they buy, offer or sell any 
Notes or possess the Base Prospectus or this Base Prospectus Supplement. Any consents or approvals that are needed in 
order to purchase any Notes must be obtained. None of the Issuer, VEB, the Group, the Trustee, the Agents, the Dealers 
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and the Arrangers, nor any of their respective directors, affiliates, advisors or agents, are responsible for compliance 
with these legal requirements. The appropriate characterisation of any Notes under various legal and investment 
restrictions, and thus the ability of investors subject to these restrictions to purchase such Notes, is subject to significant 
interpretative uncertainties. No representation or warranty is made as to whether or the extent to which any Notes 
constitute a lawful investment for investors whose investment power is subject to legal restrictions. Such investors 
should consult their legal advisers regarding such matters. 

Any investment in Notes does not have the status of a bank deposit and is not within the scope of the deposit protection 
scheme operated by the Central Bank. The Issuer is not and will not be regulated by the Central Bank as a result of 
issuing the Notes.  

In connection with the issue of Notes, the Dealer or Dealers (if any) named as the stabilising manager(s) in the relevant 
Final Terms (the “Stabilising Manager”), or persons acting on behalf of the Stabilising Manager, may over-allot Notes 
or effect transactions with a view to supporting the market price of the Notes at a level higher than that which might 
otherwise prevail. However, there is no assurance that such Stabilising Manager (or persons acting on behalf of the 
Stabilising Manager) will undertake such stabilisation actions. Any stabilisation action may begin on or after the date on 
which adequate public disclosure of the terms of the offer of relevant Notes is made and, if begun, may be ended at any 
time, but it must end no later than the earlier of 30 days after the Issue Date of such Notes and 60 days after the date of 
allotment of such Notes. Any stabilisation action or over-allotment shall be conducted in accordance with all applicable 
laws and rules. 

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE BY THE TRUSTEE, ANY 
AGENT, THE DEALERS OR THE ARRANGERS OR ANY OF THEIR RESPECTIVE DIRECTORS, AFFILIATES, 
ADVISORS OR AGENTS AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION SET FORTH 
IN THE BASE PROSPECTUS, AS SUPPLEMENTED BY THIS BASE PROSPECTUS SUPPLEMENT, AND 
NOTHING CONTAINED IN THE BASE PROSPECTUS, AS SUPPLEMENTED BY THIS BASE PROSPECTUS 
SUPPLEMENT, IS, OR SHALL BE RELIED UPON AS, A PROMISE OR REPRESENTATION, WHETHER AS TO 
THE PAST OR THE FUTURE. NONE OF THE DEALERS OR THE ARRANGERS ASSUMES ANY 
RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED IN 
THE BASE PROSPECTUS, AS SUPPLEMENTED BY THIS BASE PROSPECTUS SUPPLEMENT. 

EACH PERSON CONTEMPLATING MAKING AN INVESTMENT IN ANY NOTES ISSUED UNDER THIS 
PROGRAMME FROM TIME TO TIME MUST MAKE ITS OWN INVESTIGATION AND ANALYSIS OF THE 
CREDITWORTHINESS OF THE ISSUER, VEB AND THE GROUP AND ITS OWN DETERMINATION OF THE 
SUITABILITY OF ANY SUCH INVESTMENT, WITH PARTICULAR REFERENCE TO ITS OWN INVESTMENT 
OBJECTIVES AND EXPERIENCE AND ANY OTHER FACTORS WHICH MAY BE RELEVANT TO IT IN 
CONNECTION WITH SUCH INVESTMENT. 

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE 
COMMISSION, ANY STATE SECURITIES COMMISSION IN THE UNITED STATES OR ANY OTHER U.S. 
REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED UPON OR 
ENDORSED THE MERITS OF THE NOTES OR THE ACCURACY OR THE ADEQUACY OF THE BASE 
PROSPECTUS, AS SUPPLEMENTED BY THIS BASE PROSPECTUS SUPPLEMENT. ANY REPRESENTATION 
TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES. 

NOTICE TO NEW HAMPSHIRE RESIDENTS 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENCE HAS 
BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (“RSA 421-B”) 
WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY 
REGISTERED OR A PERSON IS LICENCED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A 
FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER 
RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT 
THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS 
THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS 
OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS 
UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR 
CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH. 
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PRESENTATION OF FINANCIAL INFORMATION 

The presentation of certain information in the Unaudited Interim IFRS Financial Statements and the notes thereto 
differs from the 2009 IFRS Financial Statements in line with VEB’s decision to present its financial statements in a 
manner more consistent with the financial statement disclosure followed by large Russian banking institutions. The new 
presentation is consistent with IFRS and VEB intends to follow this presentation in the preparation of its IFRS financial 
statements as at future dates and for the related periods then ended.  Although such presentation, in some respects, 
includes less detailed information than the 2009 IFRS Financial Statements, VEB believes that the Unaudited Interim 
IFRS Financial Statements nevertheless contain all information necessary for investors to obtain an informed 
understanding of VEB’s financial condition and results of operations. 
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RECENT DEVELOPMENTS 

The statements in this section contain forward-looking statements, which involve risks and uncertainties. Forward-
looking statements speak only as at the date on which they are made and represent, in each case, only one of many 
possible scenarios, which should not be viewed as the most likely or standard scenario. The results anticipated by 
forward-looking statements will not necessarily be achieved, and such results may vary materially as a result of many 
factors, including, but not limited to, those described under “Forward-Looking Statements” in the Base Prospectus. 
Given the related risks and uncertainties attaching to such statements, investors should not rely on forward-looking 
statements as a prediction of actual results. See also “Forward-Looking Statements” and “Risk Factors” in the Base 
Prospectus. 

Since 24 June 2010, VEB has continued to refocus on its core development banking activities. In parallel, as the global 
financial crisis has eased and the Russian economy has shown signs of improvement and increased stability, VEB has 
ceased to provide new recovery finance and has reduced its exposure to borrowers who had received recovery finance 
pursuant to programmes established by VEB under the Financial System Support Law. The following sets forth certain 
key recent developments affecting VEB’s business, financial condition, results of operations and prospects, including 
information regarding certain new projects and investments.   

GENERAL 

On 15 July 2010, the 2007 Memorandum, which defines VEB’s core operations, investment and financial priorities, 
borrower limits and underlying principles for financing activities as the principal development bank of the Russian 
Federation, was extended on its existing terms for an additional three years, expiring in July 2013, by the Directive of 
the Government of the Russian Federation No. 1170-r dated 15 July 2010 (“Directive 1170-r”).  All references in this 
Base Prospectus Supplement to the 2007 Memorandum refer to the 2007 Memorandum as so extended by Directive 
1170-r. 

On 14 June 2010, VEB opened a representative office in Paris, France. In August 2010, VEB opened a representative 
office in Ekaterinburg (Russia) and, in September 2010, VEB opened a representative office in Pyatigorsk (Russia). 

VEB AS THE DEVELOPMENT BANK OF THE RUSSIAN FEDERATION 

Investment Lending and Project Finance – Acting as Lender or Equity Investor in Investment Projects 

Certain Investment Projects 

Since 24 June 2010, VEB has continued to finance strategically important, large-scale projects.  The most significant 
new projects currently being financed by VEB through debt include: 

 On 27 July 2010, VEB amended its agreement initially entered into on 18 September 2009 (See 
“Description of VEB’s Business—VEB as the Development Bank of the Russian Federation—
Investment Lending and Project Finance—Acting as Lender or Equity Investor in Investment 
Projects—Certain Significant Investment Projects” in the Base Prospectus”) with Tobolsk-Polymer 
LLC, a subsidiary of OJSC SIBUR Holding, to finance the construction of facilities for the production 
of polypropylene in the city of Tobolsk in the Tyumen region. Under the amended agreement, VEB 
has committed to lend U.S.$1,220 million over a period of 13 years and six months. On the same date, 
VEB also entered into a separate agreement with Tobolsk-Polymer LLC, under which VEB 
committed to lend an additional U.S.$221 million over a period of nine years for the same purpose, 
thus committing to lend a total amount of U.S.$1,441 million, to finance this project.  The loans to 
Tobolsk-Polymer LLC are funded on a matching basis pursuant to three facility agreements entered 
into by VEB with a syndicate of international banks.  See “Certain Statistical Data and Other 
Information—Sources of Funding—Bilateral and Syndicated Loans” in this Base Prospectus 
Supplement; 

 On 30 July 2010, VEB entered into three separate agreements with OJSC “Khabarovsky NPZ”, 
pursuant to which VEB has committed to lend U.S.$240 million due 30 January 2023, U.S.$239 
million due 10 June 2022 and EUR 218 million due 10 June 2022, respectively, in each case, to 
finance the reconstruction and modernisation of the borrower’s oil refinery facilities;  
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 On 30 July 2010, VEB entered into agreements with Joint Venture Arkaim LLC, pursuant to which 
VEB has committed to lend EUR 276,538,000 due 30 October 2019, to finance the construction of a 
timber processing plant in the Khabarovsk region; 

 VEB has purchased promissory notes of a major Russian investment group, on 21 April 2010, in the 
aggregate amount of U.S.$102 million due 21 April 2013 and, on 18 August 2010, in the aggregate 
amount of U.S.$250 million due 29 December 2011, the proceeds from the sale of which are being 
applied to finance the construction of certain facilities for the 2014 Winter Olympics; 

 On 27 September 2010, VEB entered into an agreement with OAO “Proizvodstvennoe Ob’edinenie 
Vodokanal Goroda Rostov na Donu”, pursuant to which VEB has committed to lend RUB 4,180 
million due 2 December 2022, to finance construction and reconstruction of water supply and 
drainage facilities in Rostov-on-Don; 

 On 28 September 2010, VEB entered into a credit agreement with Gazprom Investproject LLC, a 
subsidiary of OAO Gazprom, pursuant to which VEB has committed to lend RUB 19,450 million due 
20 November 2025, to finance the construction of a thermal power station in Adler, Russia, which 
will become the largest source of electric and thermal energy to the Olympic facilities during the 2014 
Winter Olympics in the city of Sochi; and 

 On 8 October 2010, VEB entered into an agreement with CJSC GSR TES, pursuant to which VEB 
has committed to lend RUB 4,900 million due 20 December 2024, to finance the construction of a 
“combined cycle” power generation plant in the Kolpinsky district of St. Petersburg. 

VEB has also continued to support the development of infrastructure projects through equity participations.  Most 
recently, VEB has made the following equity investment: 

 On 5 July 2010, VEB purchased 440,000,000 ordinary registered shares of CJSC “Terminal 
Vladivostok” for an aggregate total amount of RUB 440 million in an additional share issue, resulting 
in an ownership interest of 48.62%, in order to provide equity finance for the construction of a new 
airport complex at Vladivostok International Airport. 

Support of the Russian Export Sector and Foreign Trade Activities of Russian Companies 

Pre-export Financing – Russian Export Credit Agency 

On 28 July 2010, VEB’s Supervisory Board approved the establishment of the Russian Export Credit Agency as a 
wholly owned subsidiary of VEB with a capitalisation of RUB 30 billion. The stated objective of the Russian Export 
Credit Agency is to promote the Russian export market by providing credit insurance and guarantees to Russian 
exporters with the support of the State. The new Russian Export Credit Agency will be established only after the 
adoption of amendments to existing Russian federal laws to authorise the functions necessary for the implementation of 
the Agency’s stated objectives, including authority for the State to issue supporting guarantees. VEB expects to fund its 
capital contribution to the Russian Export Credit Agency out of gains on the sale of securities from VEB’s securities 
portfolio.  

Agreements with International Financial Institutions, Foreign States, Regional Governments of the Russian 
Federation and Commercial Entities 

On 23 June 2010, VEB entered into an agreement with Eurasian Development Bank and AO “Stantsia Ekibastuzskaya 
GRES-2”, pursuant to which VEB has committed to lend RUB 12,000 million over a period of 15 years, to finance the 
construction of a third power-generating unit of Ekibastuzsk power station (No. 2) in Kazakhstan, which is being built 
pursuant to an agreement between the Government of Kazakhstan and the Russian Government. 



 

3 

KEY STATE-OWNED VEHICLE FOR THE STABLISATION OF THE RUSSIAN ECONOMY AND FINANCIAL SYSTEM 

Recovery Finance 

VEB has continued to play a role in assisting in the recovery of certain Russian banks and financial institutions and 
corporate entities, whose financial sustainability was affected in the global financial crisis, including in particular banks 
and financial institutions and companies deemed by the Russian Government to be strategically important to the 
Russian banking system and economy.  As the global financial crisis has eased and the Russian economy has shown 
signs of improvement and increased stability, however, VEB has ceased to provide new recovery finance, while also 
reducing its exposure to borrowers who had received recovery finance pursuant to programmes established by VEB 
under the Financial System Support Law. VEB has also repaid a significant portion of the matching funding, which had 
been provided by the CBR and the Russian Government (including funds of the NWF) to support VEB in its role as one 
of the key State-owned vehicles for the stabilisation of the Russian economy and financial system under the Financial 
System Support Law.  See “—Refinancing of Foreign Loans” below. 

Subordinated Loans 

VEB continues to hold the unsecured subordinated loans, which it extended, on a fully match-funded basis, to 
qualifying banks requiring capital adequacy support under the Financial System Support Law in 2008 and 2009.  In 
accordance with amendments to the Financial System Support Law adopted on 27 July 2010, and the respective 
decision of VEB’s Supervisory Board, the interest rates VEB charges on these subordinated loans were lowered from 
8.0% to 6.5% and from 9.5% to 7.5%.  At the time these rates were lowered, the interest rates for the deposits received 
from the Ministry of Finance of the Russian Federation (comprised of funds of the NWF) and comprising the matching 
funding for the subordinated loans were also lowered from 7.0% to 6.25% and 8.5% to 7.25%. Overall, the net interest 
margin on VEB’s subordinated loans to qualifying borrowers under the Financial System Support Law has decreased. 

Since 24 June 2010, VEB has also made financing available on a subordinated basis to certain of its existing borrowers, 
including the following: 

 On 20 August 2010, VEB restructured an outstanding U.S.$1,000 million loan to Prominvestbank, 
which was scheduled to mature in 2012, into two separate loans, including a loan in the amount of 
U.S.$300 million on a subordinated basis due 2020 and a loan in the remaining amount of U.S.$700 
million under a standard revolving credit facility due 2013; and   

 On 29 September 2010, VEB restructured an outstanding RUB 9.0 billion loan to RBD into a 
subordinated loan due 2020.   

Refinancing of Foreign Loans 

As at 2 October 2010, all of the back-to-back (recovery) finance loans provided by VEB pursuant to the Financial 
System Support Law to refinance foreign loans of Russian corporate borrowers have been repaid, including the 
following loans which were repaid after 24 June 2010: 

 On 26 August 2010, Eco Telecom repaid in full the recovery finance loan provided to it by VEB in the amount 
of U.S.$1,507 million (including all accrued interest); 

 In July and August 2010, Gazpromneft repaid in full the recovery finance loans provided to it by VEB in the 
aggregate amount of U.S.$757 million (including all accrued interest); and 

 On 1 October 2010, UC RUSAL repaid in full the recovery finance loan provided to it by VEB in the amount 
of U.S.$4,617 million (including all accrued interest), in a refinancing transaction pursuant to which, at the 
request of UC RUSAL, VEB provided a guarantee (with primary liability) in the amount of U.S.$2,250 
million, with the benefit of certain collateral and subject to other contractual arrangements between VEB and 
the beneficiary of the guarantee, which could,  in certain circumstances, result in VEB becoming subject to a 
significantly higher exposure, although if VEB were subject to such higher exposure, it would have the benefit 
of a commensurate increase in collateral.  

Upon repayment of these remaining back-to-back (recovery) finance loans, VEB repaid the corresponding deposits, in 
an aggregate amount of U.S.$6,911 million, received from the CBR under the Financial System Support Law, which 
VEB had the right to utilise solely to provide such loans, following which VEB had returned 100% of the matching 
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funding provided by the CBR to support VEB’s recovery finance lending activities.  As a consequence of the repayment 
of such back-to-back (recovery) finance loans, it is expected that, at least in the short term, VEB’s net interest margin 
may decrease.  See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Primary Factors Affecting VEB’s Results of Operations and Capital Structure—Changes in the Mix of Business 
Activities” in this Base Prospectus Supplement. 

Equity Investments 

On 6 July 2010, VEB paid RUB 5,000 million for an additional 49,999,405 ordinary registered shares of 
GLOBEXBANK, following which VEB’s ownership interest in the charter capital of GLOBEXBANK increased to 
99.2% from 98.9%. 

In addition, VEB has, upon the proposal of the Russian Government, acquired shares in certain Russian entities 
considered to have strategic importance to the Russian economy, including, during the first half of 2010, UC RUSAL 
(in its initial public offering), JSC “United Aircraft Corporation” and JSC “Inter RAO UES” and, in 2009, OJSC 
“Rostelecom”. VEB intends to hold these securities as long-term investments.  See “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Results of Operations for the Six-month Periods ended 30 
June 2010 and 2009—Non-Interest Income” in this Base Prospectus Supplement.   

Support for the Russian Stock Market and Securities Market Operations 

As the Russian securities market has continued to improve and prices on corporate shares of Russian blue-chip 
companies have begun to recover and stabilise with the easing of the global financial crisis, subject to market conditions 
and its responsibility not to disrupt the normal operations of the securities market, and in line with VEB’s mandate to 
focus on its core development banking activities rather than securities trading and investment operations, VEB has sold 
down many of its equity positions in Russian blue-chip companies.  VEB continues to hold the portfolio of bonds it 
acquired in connection with its activities to support the Russian securities market. See “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Results of Operations for the Six-month Periods ended 30 
June 2010 and 2009—Non-Interest Income—Gains Less Losses from Securities” in this Base Prospectus Supplement. 
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CAPITALISATION 

In accordance with the Development Bank Law, VEB’s charter capital is formed from: (i) assets of Vnesheconombank 
of the USSR; (ii) the shares of RBD and ROSEXIMBANK previously owned by the Russian Government; and (iii) 
other assets contributed by the Russian Government. The following table sets forth VEB’s unaudited consolidated 
capitalisation as at 30 June 2010, which has been derived from VEB’s unaudited condensed consolidated financial 
statements as at and for the six months ended 30 June 2010 (which include comparative data as at and for the six 
months ended 30 June 2009), and the related notes thereto, prepared in accordance with IFRS (the “Unaudited Interim 
IFRS Financial Statements”) and included elsewhere in this Base Prospectus Supplement. For further information 
regarding VEB’s financial condition, see “Management’s Discussion and Analysis of Financial Condition and Results 
of Operations” in this Base Prospectus Supplement, as well as the Unaudited Interim IFRS Financial Statements. 

 As at 30 June 2010 
 (U.S.$ millions)(1) (RUB millions) 

 (Unaudited) 
Long-term debt(2)   

Senior long-term debt ...................................................................................  25,477 794,879 
Total long-term debt .....................................................................................  25,477 794,879 
   
Equity   

Charter capital...............................................................................................  12,259 382,489 
Accumulated deficit......................................................................................  349 10,883 
Unrealised gains/(losses) on investment securities available for sale...........  1,445 45,083 

Foreign currency translation reserve ..............................................................  33 1,023 
Equity attributable to the Russian Government ............................................  14,086 439,478 
Non-controlling interests ..............................................................................  60 1,885 

Total equity .................................................................................................  14,146 441,363 

Total capitalisation .......................................................................................  39,623 1,236,242 
   

___________ 
Notes: 
(1) For convenience, these figures have been translated into U.S.$ at the RUB/U.S.$ exchange rate published by the CBR as at 30 June 2010, which 

was RUB 31.20 per U.S.$1.00. Such translation is not reflective of a translation in accordance with IFRS and it should not be construed as a 
representation that the Rouble amounts have been or could be converted into U.S. Dollars at this rate or any other rate. 

(2) Long-term debt includes only amounts due to credit institutions, due to the Russian Government and due to the CBR and debt securities issued, 
all with remaining contractual maturities of over one year, except that long-term debt also includes amounts due to the CBR of RUB 201,898 
(U.S.$6,471 million) with contractual maturities of less than one year as at 30 June 2010, which VEB anticipated would be (and which were) 

rolled-over after 30 June 2010 to maturities of over one year. 

Except as described below, there have been no material changes in VEB’s capitalisation since 30 June 2010. 

Since 30 June 2010, VEB has incurred the following long-term debt: 

 On 2 July 2010, VEB entered into three separate facility agreements, each with a syndicate of leading 
international banks, pursuant to which VEB has obtained additional funding in the aggregate amount 
of U.S.$907 million for its commitments to Tobolsk-Polymer LLC, a subsidiary of OJSC SIBUR 
Holding, to finance the construction of facilities for the production of polypropylene in the city of 
Tobolsk.  See “Recent Developments—VEB as the Development Bank of the Russian Federation—
Investment Lending and Project Finance—Acting as Lender or Equity Investor in Investment 
Projects—Certain Investment Projects” and “Certain Statistical Data and Other Information—
Sources of Funding—Bilateral and Syndicated Loans” in this Base Prospectus Supplement.  These 
facilities are supplemental to the syndicated loan facility entered into by VEB with the same syndicate 
of lenders, in the aggregate principal amount of U.S.$534 million for the same purpose.  See 
“Description of VEB’s Business—VEB as the Development Bank of the Russian Federation—Acting 
as Lender or Equity Investor in Investment Projects—Certain Significant Investment Projects” in the 
Base Prospectus. The respective principal terms of the three new facilities are as follows: 

o a facility agreement for U.S.$686 million maturing on 31 May 2019; 

o a facility agreement for U.S.$97 million maturing on 30 November 2013; and 
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o a facility agreement for U.S.$124 million maturing on 30 November 2013;  

 On 9 July 2010, U.S.$1.0 billion 6.902% Notes due 2020 were issued under this Programme and, on 
22 July 2010, a further U.S.$600 million 6.902% Notes due 2020 were issued under this Programme, 
which were consolidated to form a single series;  

 On 22 July 2010, GLOBEXBANK placed Rouble-denominated bonds on the Moscow Interbank 
Stock Exchange with a nominal value of RUB 5,000 million and with a final maturity in July 2013; 

 On 12 October 2010, VEB entered into a multi-sourcing general purpose line of credit agreement with 
ING Bank N.V. and ING Belgium N.V./S.A. for an aggregate amount of EUR 100 million with a 
maturity of 24 months; 

 On 22 October 2010, VEB entered into three separate facility agreements, each with a syndicate of 
leading international banks, pursuant to which VEB has obtained funding in the aggregate amount of 
U.S.$770.5 million for its commitments to OJSC “Khabarovsky NPZ” to finance Khabarovsk Oil 
Refinery’s reconstruction. See “Recent Developments—VEB as the Development Bank of the Russian 
Federation—Investment Lending and Project Finance—Acting as Lender or Equity Investor in 
Investment Projects—Certain Investment Projects” and “Certain Statistical Data and Other 
Information—Sources of Funding—Bilateral and Syndicated Loans” in this Base Prospectus 
Supplement. The respective principal terms of the three new facilities are as follows: 

o a facility agreement for EUR 218 million with a final maturity on 10 June 2022; 

o a facility agreement for U.S.$239 million with a final maturity on 10 June 2022; and 

o a facility agreement for U.S.$240 million maturing on 30 January 2023; 

 On 26 October 2010, VEB placed Rouble-denominated notes in two issues, with one issue for RUB 
15,000 million in aggregate principal amount of notes bearing interest at 6.9% per annum and 
maturing in 2020, subject to early redemption at the option of the holders of the relevant notes under 
certain circumstances after three years; and the other issue for RUB 10,000 million in aggregate 
principal amount of notes bearing interest at 7.9% per annum and maturing in 2020, subject to early 
redemption at the option of the holders of the relevant notes under certain circumstances after seven 
years; and 

 On 3 November 2010, VEB entered into a German financing (Schuldscheindarlehen) in the aggregate 
principal amount of U.S.$115.0 million.   

Since 30 June 2010, following the repayment of back-to-back (recovery) finance loans extended by VEB under the 
Financial System Support Law, VEB has repaid deposits received from the CBR in an aggregate amount of U.S.$6,911 
million (including all accrued interest) that VEB had utilised to provide such recovery finance. See “Recent 
Developments—Key State-Owned Vehicle for the Stabilisation of the Russian Economy and Financial System—
Recovery Finance—Refinancing of Foreign Loans” in this Base Prospectus Supplement.   



 

7 
 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

VEB’s selected consolidated financial information presented below has been prepared in accordance with IFRS and 
derived from the Unaudited Interim IFRS Financial Statements and should be read in conjunction with the Unaudited 
Interim IFRS Financial Statements and with “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” included elsewhere in this Base Prospectus Supplement. 

Selected Statement of Income Data For the six-month period ended 30 June 

 2010 2010 
2009 

(restated) 
 (U.S.$ 

millions) (1) 
(RUB 

millions) 
(RUB  

millions) 
 (Unaudited) 
Interest income.......................................................................................  2,424 72,891 65,683 
Interest expense......................................................................................  (1,342) (40,357) (41,484) 
Net interest income ................................................................................  1,082 32,534 24,199 
Provision for impairment of interest earning assets.................................  (444) (13,340) (42,963) 
Net interest income after provision for impairment of interest 

earning assets......................................................................................  638 19,194 (18,764) 
Net fee and commission income............................................................  94 2,820 2,679 
Gains less losses arising from financial instruments at fair value 
through profit or loss ...............................................................................  

 
1 

 
28 

 
10,322 

Gains less losses from investment securities available for sale ...............  129 3,890 (4,804) 
    
Net gains/(losses) from foreign currencies:    
  - dealing .................................................................................................  45 1,342 3,401 
  - translation differences .........................................................................  (30) (902) 3,414 
Gains on initial recognition of financial instruments...............................  — — 7,778 
Share in net income / (loss) of associates ................................................  (1) (42) 40 
Excess of acquirer’s interest in the net fair value of acquirer’s 
identifiable assets, liabilities and contingent liabilities over cost ............  — — 23,375 
Dividends.................................................................................................  9 284 424 
Other operating income ...........................................................................  36 1,093 1,125 

Non-interest income / (expenses) ..........................................................  189 5,693 45,075 

Non-interest expenses ............................................................................  (361) (10,852) (10,926) 
Income / (loss) before income tax .........................................................  560 16,855 18,064 
Income tax benefit / (expense).................................................................  (54) (1,639) 137 
(Loss) / income after taxation from continued operations .................  506 15,216 18,201 
Loss from discontinued operations ..........................................................  (32) (968) — 

Net income / (loss) for the period..........................................................  474 14,248 18,201 
    
___________ 
Note: 
(1) For convenience, these figures have been translated into U.S.$ at the average daily RUB/U.S.$ exchange rates published by the CBR for the 

first six months of 2010, which was RUB 30.0686 per U.S.$1.00. Such translation is not reflective of a translation in accordance with IFRS and 
it should not be construed as a representation that the Rouble amounts have been or could be converted into U.S. Dollars at this rate or any 
other rate. 
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Selected Statement of Financial Position Data As at 30 June As at 31 December 
 2010 2010 2009 2009 

 
(U.S.$  

millions)(1) 
(RUB millions (U.S.$ 

millions) (2) 
(RUB 

millions) 
 (Unaudited)   
Assets:     
Cash and cash equivalents....................................  4,066 126,848 5,586 168,916 
Financial assets at fair value through profit or 
loss .....................................................................  2,187 68,249 1,703 51,507 

Amounts due from credit institutions ...................  14,983 467,465 15,453 467,308 
Loans to customers...............................................  27,951 872,060 27,895 843,538 
Investment securities:     
 - available for sale ..............................................  10,785 336,484 11,003 332,739 
 - held to maturity ................................................  754 23,530 740 22,366 
Due from the Russian Government ......................  4 128 7 207 
Assets of disposal group held for sale ..................  804 25,097 — — 
Investments in associates......................................  175 5,468 181 5,462 

Property and equipment .......................................  
 

696 21,700 675 20,404 
Income tax assets..................................................  25 782 28 856 
Other assets ..........................................................  703 21,930 371 11,220 
Total assets(3) .......................................................  63,328 1,975,832 64,127 1,939,214 
     
Liabilities:     
Amounts due to credit institutions........................  7,022 219,086 6,651 201,137 
Due to the Russian Government and the CBR .....  32,040 999,650 32,658 987,563 
Amounts due to customers ...................................  7,260 226,497 6,687 202,223 
Debt securities issued ...........................................  1,489 46,467 2,609 78,896 
Liabilities of disposal group held for sale ............  819 25,562 — — 
Income tax liabilities ............................................  100 3,133 64 1,948 
Provisions.............................................................  10 313 82 2,467 
Other liabilities.....................................................  200 6,247 199 6,030 
Total liabilities(3) .................................................  49,182 1,534,469 49,073 1,483,978 
     
Equity:     
Charter capital ......................................................  12,259 382,489 12,648 382,489 
Retained earnings / (accumulated deficit) ............  349 10,883 (126) (3,809) 
Unrealised gains/(losses) on investment 
securities available for sale.................................  1,445 45,083 2,445 73,940 

Foreign currency translation reserve ....................  33 1,023 13 382 
Equity ..................................................................  14,086 439,478 14,980 453,002 
Non-controlling interests ...................................  60 1,885 74 2,234 
Total equity .........................................................  14,146 441,363 15,054 455,236 
Total equity and liabilities .................................  63,328 1,975,832 64,127 1,939,214 
     

___________ 
Notes: 
(1)  For convenience, these figures have been translated into U.S.$ at the RUB/U.S.$ exchange rate published by the CBR as at 30 June 2010, which 

was RUB 31.20 per U.S.$1.00. Such translation is not reflective of a translation in accordance with IFRS and it should not be construed as a 
representation that the Rouble amounts have been or could be converted into U.S. Dollars at this rate or any other rate. 

(2) For convenience, these figures have been translated into U.S.$ at the RUB/U.S.$ exchange rate published by the CBR as at 31 December 2009, 
which was RUB 30.24 per U.S.$1.00. Such translation is not reflective of a translation in accordance with IFRS and it should not be construed 
as a representation that the Rouble amounts have been or could be converted into U.S. Dollars at this rate or any other rate. 

(3) Some components of minor significance of totals assets and total liabilities, as the case may be, are omitted from the above table and, therefore, 
the figures for total assets and total liabilities in the table (in each case, as determined in accordance with IFRS) do not equal the sum of the 
components presented. 
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Key Ratios 

 As at and for the six months 
ended 30 June 

As at and for  
the year 
ended 31 

December 
 2010 2009 2009 
 (Unaudited)  
Profitability Ratios:    
Net interest margin(1) .................................................................  3.6% 3.0% 3.0% 
Operating expenses(2) as a percentage of net interest income 

before provisions for impairment losses ..................................  36.3% 42.6% 43.3% 
Operating expense as a percentage of average total assets ........   0.6% 0.6% 1.2% 
Return on average assets(3).........................................................  0.7% 1.0% 2.0% 
    
Liquidity Ratios:    
Loans to customers as a percentage of total assets ....................  50.7% — 49.7% 
    
Equity Ratios:    
Capital adequacy ratio ...............................................................  19.6% — 19.1% 
Single borrower (or group of related borrowers) exposure(5) ....  68.6% — 82.2% 
Maximum exposure to large credit risk(6) ..................................  344.7% — 353.6% 
    
___________ 
Notes: 
(1) Net interest margin is calculated as net interest income before provision for impairment of interest-earning assets divided by average interest-

earning assets. 
(2) Operating expenses include non-interest expenses less expenses on goodwill write-offs and provision for other impairment. 
(3) Return on average assets is calculated as net income for the year divided by average total assets. 
(4) Liquid assets include cash and cash equivalents and financial assets at fair value through profit or loss, trading securities pledged under 

repurchase agreements, investment securities and investment securities pledged under repurchase agreements with remaining contractual 
maturities of less than one month. 

(5) Pursuant to the 2007 Memorandum, VEB’s exposure, at any one time, to a single borrower, or a group of related borrowers, may not exceed 
25% of VEB’s total equity. For this purpose, total equity is calculated in accordance with Russian accounting standards. 

(6) Pursuant to the 2007 Memorandum, VEB’s exposure to large credit risks (a loan or loans to a borrower or group of related borrowers exceeding 
5% of VEB’s total equity) at any one time may not exceed 800% of VEB’s total equity. For this purpose, total equity is calculated in accordance 
with Russian accounting standards. 
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 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 

The statements in this section contain forward-looking statements, which involve risks and uncertainties. Forward-
looking statements speak only as at the date on which they are made and represent, in each case, only one of many 
possible scenarios, which should not be viewed as the most likely or standard scenario. The results anticipated by 
forward-looking statements will not necessarily be achieved, and such results may vary materially as a result of many 
factors, including, but not limited to, those described under “Forward-Looking Statements” in the Base Prospectus. 
Given the related risks and uncertainties attaching to such statements, investors should not rely on forward-looking 
statements as a prediction of actual results. See also “Risk Factors” in the Base Prospectus. 

OVERVIEW  

VEB is a state corporation established pursuant to the laws of the Russian Federation. Its status, business purposes, 
functions and powers are governed by the Development Bank Law, the Financial System Support Law, the 2007 
Memorandum and other Russian Federal laws and regulations. VEB operates principally in four capacities: (i) as a 
development bank; (ii) as one of the key State-owned vehicles for the stabilisation of the Russian economy and 
financial system; (iii) as an agent of the Russian Government, including, in particular, in respect of the management of 
debt obligations of the Russian Government and the former Soviet Union, as well as obligations owed to the Russian 
Federation by debtor countries and other borrowers, and the management of certain pension funds through STMC, a 
separate division of VEB, which is segregated from VEB’s banking and other operations; and (iv) as a universal 
depositary in the Russian Federation. Under the Development Bank Law, VEB is authorised to conduct banking 
operations without a licence from the CBR and VEB is generally not required to comply with regulatory requirements 
of the CBR applicable to commercial banks. See “Status as a State Corporation and Related Regulatory Environment—
Legal and Regulatory Framework” in the Base Prospectus.   

VEB has four banking subsidiaries in the Russian Federation (RBD, ROSEXIMBANK, Sviaz-Bank and 
GLOBEXBANK), one in Belarus (Belvnesheconombank) and one in Ukraine (Prominvestbank). Other significant 
subsidiaries include: (i) VEB Capital, the principal activities of which include holding and managing certain of VEB’s 
investment assets, conducting operations on the Russian financial markets and providing financial advisory services, 
including arranging and placing mortgage-backed bonds; (ii) VEB-Leasing, the principal activities of which include 
finance leasing of high-technology equipment, helicopters and related equipment, produced by leading manufacturers, 
to lessees in the Russian Federation; and (iii) VEB Engineering, which is primarily engaged in the provision of 
engineering support for investment projects currently being implemented or financed by VEB, which include those 
relating to the 2014 Winter Olympics. See “Description of VEB’s Business—Principal Subsidiaries and Associates” in 
the Base Prospectus. On 28 July 2010, VEB’s Supervisory Board approved the establishment of the Russian Export 
Credit Agency as a wholly owned subsidiary of VEB with a capitalisation of RUB 30 billion. The stated objective of the 
Russian Export Credit Agency is to promote the Russian export market by providing credit insurance and guarantees to 
Russian exporters with the support of the State. The new Russian Export Credit Agency will be established only after 
the adoption of amendments to existing Russian federal laws to authorise the functions necessary for the 
implementation of the Agency’s stated objectives, including authority for the State to issue supporting guarantees. VEB 
expects to fund its capital contribution to the Russian Export Credit Agency out of gains on the sale of securities from 
VEB’s securities portfolio.  

As the principal development bank of the Russian Federation, one of VEB’s main functions is to increase the 
competitiveness and diversification of the Russian economy, in particular, by promoting investment activity in sectors 
that are of strategic importance to the Russian Government. VEB acts as a lender, investor, guarantor, manager, 
arranger and consultant in connection with its development bank activities. VEB’s core operations, investment and 
financial priorities, borrower limits and underlying principles for financing activities as the principal development bank 
of the Russian Federation are principally set forth in the Development Bank Law and the 2007 Memorandum. As a 
development bank, VEB does not compete with commercial lending and financial institutions in providing finance to 
customers; rather, pursuant to the 2007 Memorandum, VEB gives preference to investment projects, such as 
infrastructure projects, which are not typically eligible for financing on terms acceptable to commercial banks and other 
non-specialist market investors. As part of its recovery finance activities in support of the financial sector, VEB 
acquired a 90.0% interest in Sviaz-Bank in 2008, which was subsequently increased to 99.5% in 2009, and a 98.9% 
interest in GLOBEXBANK in 2009, which was subsequently increased to 99.2% in July 2010.  At the time of VEB’s 
initial acquisitions thereof, both Sviaz-Bank and GLOBEXBANK were in a distressed financial condition as a result of 
the global financial crisis. See “Description of VEB’s Business—VEB as the Development Bank of the Russian 
Federation” in the Base Prospectus. As the global financial crisis has eased in late 2009 and into 2010, these 
subsidiaries have returned to profitability and increased their lending activities. 
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From October 2008 through early 2010, VEB was also actively involved, pursuant to the Financial System Support Law 
and related decisions of the Russian Government, in addressing the effects of the global financial crisis on the Russian 
economy. As one of the key State-owned vehicles for the stabilisation of the Russian economy and financial system 
during the global financial crisis, VEB provided recovery finance to Russian banks and corporate entities suffering from 
the effects of the recent economic turmoil. See “Description of VEB’s Business—Key State-owned Vehicle for the 
Stabilisation of the Russian Economy and Financial System” in the Base Prospectus.  As the global economic crisis has 
eased and the Russian economy has shown signs of improvement and increased stability, VEB has ceased to provide 
new recovery finance, while also reducing its exposure to borrowers who had received recovery finance pursuant to 
programmes established by VEB under the Financial System Support Law. VEB has also repaid a significant portion of 
the funding, which had been provided by the CBR and the Russian Government to support VEB in its role as one of the 
key State-owned vehicles for the stabilisation of the Russian economy and financial system under the Financial System 
Support Law.  See “Recent Developments—Key State-Owned Vehicle for the Stabilisation of the Russian Economy and 
Financial System—Recovery Finance—Refinancing of Foreign Loans” in this Base Prospectus Supplement.   

As an agent of the Russian Government, VEB manages debt obligations of the Russian Federation and the former 
Soviet Union, as well as debt obligations owed to the Russian Federation by sovereign states, financial institutions and 
commercial entities. In this capacity, its responsibilities include record-keeping, reconciliation and settlement activities. 
See “Description of VEB’s Business—VEB as Agent for the Russian Government” in the Base Prospectus. In addition, 
STMC is responsible for managing the pension savings of insured Russian citizens, who have not transferred their 
savings to private pension funds or private asset management companies. See “Description of VEB’s Business—VEB as 
Agent for the Russian Government—Pension Funds Management (STMC)” in the Base Prospectus. 

VEB acts as a universal depositary for a broad range of Russian and foreign securities. In this capacity, VEB delivers a 
range of depositary, settlement, information and custody services to investors and professional participants in the 
Russian securities and foreign exchange markets. See “Description of VEB’s Business—Depositary Operations” in the 
Base Prospectus. 

VEB operates out of its principal office in Moscow, four representative offices within the Russian Federation (in St. 
Petersburg, Khabarovsk, Pyatigorsk (opened in 2010) and Ekaterinburg (opened in 2010)) and nine representative 
offices outside the Russian Federation (in the United States of America, France (opened in 2010), India (two), Italy, 
China, the Republic of South Africa, Germany and the United Kingdom).  

VEB prepares its consolidated financial statements in accordance with IFRS. As at 30 June 2010, VEB had total assets 
of RUB 1,975,832 million and total loans (defined as the sum of amounts due from credit institutions and loans to 
customers) of RUB 1,339,525 million, as compared to total assets of RUB 1,939,214 million and total loans of RUB 
1,310,846 million as at 31 December 2009.  VEB had net interest income of RUB 32,534 million and net income of 
RUB 14,248 million for the six-month period ended 30 June 2010, as compared to net interest income of RUB 24,199 
million and net income of RUB 18,201 million for the six-month period ended 30 June 2009.  

VEB receives the majority of its funding: (i) from the Russian Government in the form of capital contributions, which 
may be utilised for all general corporate purposes; and (ii) from the CBR and the Russian Government (principally 
using funds of the NWF) in the form of term deposits, which may be applied only in specific financing programmes. As 
at 30 June 2010, VEB had charter capital of RUB 382,489 million (which was unchanged as compared to 31 December 
2009), which comprised contributions of cash and assets from the Russian Government, and VEB held deposits from 
the CBR and the Russian Government (principally comprising funds of the NWF) totalling RUB 427,583 million (as 
compared to RUB 446,151 million as at 31 December 2009) and RUB 529,058 million (as compared to RUB 501,455 
million as at 31 December 2009), respectively. As at 30 June 2010, total funding from the Russian Government and the 
CBR as a percentage of VEB’s total equity and liabilities was 50.6% (as compared to 50.9% as at 31 December 2009).  
Since 30 June 2010, following the repayment of back-to-back (recovery) finance loans extended by VEB to qualifying 
borrowers under the Financial System Support Law, VEB has repaid deposits in an aggregate amount of U.S.$6,911 
million (including all accrued interest), which it had received from the CBR to provide such recovery finance. See 
“Recent Developments—Key State-Owned Vehicle for the Stabilisation of the Russian Economy and Financial System—
Recovery Finance—Refinancing of Foreign Loans” in this Base Prospectus Supplement. VEB also raises funds through 
the issuance of bonds and other securities in the domestic and international capital markets, as well as through bilateral 
loans, in each case, in Roubles and foreign currencies, principally U.S. Dollars. Although VEB is not permitted to 
accept deposits from individual investors, VEB holds some retail deposits inherited as successor to Vnesheconombank 
of the USSR and some retail deposits through its banking subsidiaries. See “Status as a State Corporation and Related 
Regulatory Environment” in the Base Prospectus.  
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PRIMARY FACTORS AFFECTING VEB’S RESULTS OF OPERATIONS AND CAPITAL STRUCTURE 

The primary factors that have affected VEB’s results of operations during the six-month periods ended 30 June 2010 
and 2009, and that can be expected to affect VEB’s results of operations in the future, include: (i) the current conditions 
characterising the Russian economy and financial system; (ii) the overall conditions in the global economy, 
international financial markets and the economies of the Russian Federation and neighbouring CIS countries where 
VEB has operations, including, without limitation, the effects of the global financial crisis and the recent economic 
recovery; (iii) changes in the mix of business activities conducted by VEB; (iv) the overall growth of VEB’s assets and 
liabilities, including as a result of its acquisitions of a number of banking subsidiaries in the Russian Federation and 
other CIS countries; (v) fluctuations in the value and composition of VEB’s securities portfolio; and (vi) the impact of 
the interest rate and exchange rate environment in which VEB operates. 

The Russian Economy and Financial System 

The majority of VEB’s assets and investments are located in the Russian Federation. As a result, VEB is substantially 
affected by Russian economic conditions. See “Risk Factors—Risks Relating to the Russian Federation” in the Base 
Prospectus. The Russian economy has been severely impacted by the recent weak global economic conditions and 
turmoil in the global financial markets. The Russian economy is, to a significant degree, dependent on exports of key 
commodities, such as oil, gas, iron ore and other raw materials. In particular, world prices for oil have been and 
continue to be characterised by significant fluctuations that are determined by the global balance of supply and demand. 
Crude oil prices were particularly volatile over the course of 2008 and 2009, before beginning to recover in the second 
half of 2009, such that oil prices increased overall in 2009 by 86.4% to U.S.$74/bbl in December 2009, as compared to 
prices in December 2008.  During the first ten months of 2010, crude oil prices have narrowly fluctuated around 
U.S.$80/bbl, consistent with prices in late 2009. As at 29 October 2010, the spot price of Urals oil was U.S.$81.18/bbl, 
which remains significantly below the record high prices of U.S.$145/bbl in July 2008. 

Due to the continuing effects of the global financial crisis, and a related contraction in private-sector consumption and 
gross investments, the Russian economy contracted by 7.9% in 2009.  In the first six months of 2010, as the financial 
crisis eased and the global economy began generally to recover, the Russian economy grew by 4.2% according to 
Rosstat statistics. The effects of the drought and wildfires in Russia in the summer of 2010, however, may impact 
several key economic indicators, such as GDP growth, inflation, the value of the Rouble against major world currencies 
and investment activity.  The full effects of these events will not be apparent, at the earliest, until the end of the harvest 
period in late 2010.   

Russia’s trade balance surplus decreased from U.S.$18.64 billion in February 2010 to U.S.$8.99 billion in August 2010.  
While monthly export volumes reduced despite the stabilization of oil prices in the second quarter of 2010, the monthly 
volume of Russian imports increased each month from U.S.$9.64 billion in January 2010 to U.S.$21.79 billion in 
August 2010, primarily reflecting real disposable income growth and the strengthening of the Rouble over the period.  
Net exports had increased in 2009, as compared to earlier years, largely as a result of a disproportionate decline in 
imports resulting from lower domestic demand and the depreciation of the Rouble.   

VEB’s role during the financial crisis as one of the key State-owned vehicles for the stabilisation of the Russian 
economy led to significant growth in VEB’s lending volumes and net interest income. This growth, however, also 
increased the volume of bad debts carried by VEB and required VEB to take significant additional provisions.  During 
the first half of 2010, upon the proposal of the Russian Government, VEB acquired shares in certain Russian entities 
considered to have strategic importance to the Russian economy, which it intends to hold as long-term investments.  See 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Results of Operations for 
the Six-month Periods ended 30 June 2010 and 2009—Non-Interest Income” in this Base Prospectus Supplement. VEB 
recorded significant negative fair value revaluations following its acquisitions of these investments. VEB could be 
subject to heightened risk exposures, which could lead to increased losses and additional provisions, if VEB is 
requested by the Russian Government or otherwise elects to acquire or maintain controlling or significant equity 
positions or other investment securities to provide liquidity to, or otherwise support the equity or financial position of, 
Russian companies. 

Moreover, many of VEB’s existing borrowers continue to be adversely affected by the deterioration in economic 
conditions resulting from the global financial crisis. Factors, including increased unemployment, reduced corporate 
liquidity and profitability and increased corporate and personal insolvencies, have affected and continue to affect the 
ability of certain of VEB’s borrowers to repay amounts due to VEB and have resulted and continue to result in VEB 
having to fulfil obligations under guarantees issued by it in favour of third parties upon the failure of the underlying 
counterparty. In addition, changes in economic conditions have resulted in deterioration in the value of collateral held 
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against loans and other obligations.  These factors were particularly pronounced in 2009 as the global financial crisis 
had far-reaching effects and, accordingly, as a result of all of the foregoing, VEB made a significant allowance for 
impairment of loans in 2009, including principally in respect of loans held by VEB’s newly-acquired banking 
subsidiaries. VEB has recorded a smaller allowance for impairment of loans for the six months ended 30 June 2010 as 
the continuing impact of these factors has been less significant.  VEB may be required to make additional allowances in 
the future.  

The Russian securities market has been significantly impacted by the global financial crisis and recent economic 
recovery.  While securities prices have recovered since early 2009 and, in some cases, now exceed pre-crisis levels, a 
reversal in the improved prices of Russian securities or a general weakening in the Russian securities markets could 
result in further losses.  See “—Fluctuations in the Value and Composition of Securities” below. 

Impact of Global Financial Market Conditions 

Whilst the majority of VEB’s assets and investments are located in the Russian Federation, VEB is also impacted by the 
international financial markets and the Russian economy is vulnerable to market downturns and economic slowdowns 
elsewhere in the world. The global financial crisis has resulted in lower GDP levels, continued capital markets 
instability, a deterioration in liquidity and tighter credit conditions within the Russian Federation and other countries 
where VEB conducts its business. These effects continued through much of 2009 and early 2010, before Russian and 
international capital markets began to recover following the easing of the global financial crisis. There continues to be 
uncertainty regarding the access to and cost of capital for VEB’s customers and borrowers may continue to be affected 
by economic instability and deterioration in liquidity, which could in turn impact their ability to repay in a timely 
manner amounts owed to VEB or its subsidiaries. 

Changes in the Mix of Business Activities 

VEB was established in 2007 as the principal development bank in the Russian Federation and initially its activities 
were focused on providing financial support to investment projects in circumstances where commercial lending and 
financial institutions were unable or unwilling to provide finance. See “Description of VEB’s Business—VEB as the 
Development Bank of the Russian Federation” in the Base Prospectus. In 2008, VEB’s principal business objectives 
were expanded to include acting, on behalf of the Russian Government, as one of the key State-owned vehicles for the 
stabilisation of the Russian economy and financial system. See “Description of VEB’s Business—Key State-owned 
Vehicle for the Stabilisation of the Russian Economy and Financial System” in the Base Prospectus. In this expanded 
role, in 2008, VEB provided significant recovery finance to Russian banks and corporate entities suffering from the 
effects of the economic turmoil and supported the Russian securities markets by purchasing significant equity and debt 
positions. In 2009 and 2010, as the global financial crisis has eased and the Russian economy has shown signs of 
improvement and increased stability, VEB has refocused its activities on its core development bank activities while 
ceasing to provide new recovery finance and reducing its exposure to borrowers who had received recovery finance 
pursuant to programmes established by VEB under the Financial System Support Law. In particular, in 2010, and to a 
lesser extent in 2009, VEB has also repaid a significant portion of the matching funding, which had been provided by 
the CBR and the Russian Government to support VEB in its role as one of the key one of the key State-owned vehicles 
for the stabilisation of the Russian economy and financial system under the Financial System Support Law. These 
differences in the focus of VEB’s activities in 2009 through 2010 have resulted in different areas of growth, changes in 
VEB’s asset concentrations and revenue drivers and variations in VEB’s risk profile, on a period-on-period basis. For 
example, as a result of VEB’s renewed focus in 2009 and 2010 on its core development bank lending, which generally 
has resulted in the provision of financing at lower average rates, and following the repayment since 30 June 2010 of 
back-to-back (recovery) finance loans (see “Recent Developments—Key State-Owned Vehicle for the Stabilisation of the 
Russian Economy and Financial System—Recovery Finance—Refinancing of Foreign Loans” in this Base Prospectus 
Supplement), on which VEB had generally realised higher yields, it is expected that VEB’s net interest margin will 
likely decline in the second half of 2010. Similarly, volatility in the securities markets in 2008 and early 2009 resulted 
in losses on VEB’s securities portfolio, whilst the improvements in prices overall in 2009, and continuing into the first 
six months of 2010, and the resulting sales by VEB of many of its equity positions in Russian blue-chip companies, 
translated into significant gains. The acquisition of several distressed commercial banks in late 2008 and 2009 required 
VEB to record significant additional provisions in 2009 once it had the opportunity to assess the poor credit quality of 
the acquired loan portfolios.  No further such acquisitions were required in 2010 and, accordingly, VEB has not 
recorded significant additional provisions in the first six months of 2010. Conversely, in the first half of 2010, VEB 
recorded significant negative revaluations of securities acquired by VEB, upon the proposal of the Russian Government, 
in certain Russian entities considered to have strategic importance to the Russian economy, which VEB intends to hold 
as long-term investments, whilst there was no similar negative impact arising from VEB’s investment securities in 2009 
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as market prices for most of VEB’s equity positions experienced significant overall gains as the Russian stock market 
recovered value with the easing of the global financial crisis. 

Overall Growth and Acquisitions 

During the first six months of 2010, VEB’s total assets grew to RUB 1,975,832 million as at 30 June 2010, from RUB 
1,939,214 million as at 31 December 2009.  This growth in VEB’s total assets has been primarily as a result of VEB’s 
renewed focus on its core development bank activities and the related provision of significant financing for several 
large-scale infrastructure and investment projects. 

A portion of VEB’s historic growth has resulted from acquisitions. In particular, VEB acquired a 53.6% interest in 
Belvnesheconombank in 2007, which was subsequently increased to 97.2% in 2008 and then to 97.4% in 2009; a 50.0% 
interest plus one share in VEB-Leasing in 2008, which was subsequently increased to 78.1% in 2009 and further to 
98.1% in March 2010; a 90.0% interest in Sviaz-Bank in 2008, which was subsequently increased to 99.5% in 2009; a 
75.0% interest plus three shares in Prominvestbank in 2009; and a 98.9% interest in GLOBEXBANK in 2009, which 
was subsequently increased to 99.2% in July 2010. 

Whilst not material to VEB’s total assets as at the date of this Base Prospectus Supplement, the acquisitions of Sviaz-
Bank, Prominvestbank and GLOBEXBANK, in particular, had a material impact on VEB’s net profit in 2009 as VEB 
was required to record significant one-time provisions for impairment of bad loans acquired with these banking 
subsidiaries. As the operations of these banking subsidiaries have stabilised and begun to grow, these acquisitions have 
continued to have a significant impact on VEB’s assets and liabilities and its results of operations.  For the six month 
period ended 30 June 2010, GLOBEXBANK and Sviaz-Bank returned to profitability, providing RUB 3,244 million of 
net income to VEB for the six months ended 30 June 2010, compared with RUB 13,452 million of net loss to VEB for 
the six months ended 30 June 2009.  

Fluctuations in the Value and Composition of Securities  

The aggregate value of financial assets at fair value through profit or loss and investment securities held by VEB was 
RUB 432,895 million as at 30 June 2010 (as compared to RUB 419,940 million as at 31 December 2009).  A large 
portion of VEB’s securities portfolio was purchased at, or near, the lowest levels of the Russian stock market in late 
2008 and early 2009 in connection with VEB’s role as the key State-owned vehicle for the stabilisation of the Russian 
securities market. As the Russian stock market stabilised in 2009, and prices generally returned to pre-crisis levels or 
above, VEB experienced a gain in the overall value of its securities portfolio, comprised of a net gain of RUB 27,524 
million for financial assets at fair value through profit or loss and a net gain of RUB 42,940 million for investment 
securities available-for-sale for the year ended 31 December 2009. VEB experienced a further net gain in the overall 
value of its securities portfolio, comprising a net gain of RUB 28 million for financial assets at fair value through profit 
or loss and a net gain of RUB 3,890 million for investment securities available-for-sale for the six months ended 30 
June 2010. For the six months ended 30 June 2009, VEB experienced a net gain in the overall value of its securities 
portfolio, comprising a net gain of RUB 10,322 million for financial assets at fair value through profit or loss, partially 
offset by a net loss of RUB 4,804 million for investment securities available-for-sale. 

As the Russian securities market has continued to improve and share prices have begun to recover and stabilise with the 
easing of the global financial crisis, subject to market conditions and its responsibility not to disrupt the normal 
operations of the securities market, and in line with its mandate to focus on development banking activities rather than 
securities trading and investment operations, VEB has sold down many of its positions in the securities of Russian blue-
chip companies and, so long as prices remain favourable or improve, VEB intends to continue to do so over a period of 
time. At the same time, VEB may, from time to time, upon the request of the Russian Government or otherwise, acquire 
equity positions or other investment securities to provide liquidity to, or otherwise support the equity or financial 
position of, Russian companies.  See “Recent Developments—Key State-Owned Vehicle for the Stabilisation of the 
Russian Economy and Financial System–Equity Investments” in this Base Prospectus Supplement. In addition, as at the 
date of this Base Prospectus Supplement, VEB intends to continue to hold the portfolio of bonds it acquired in 
connection with its activities to support the Russian securities market.  In any event, it is likely that, from time to time, 
VEB will maintain a significant portfolio of investment securities and, accordingly, will continue to experience 
fluctuations in the value of its securities portfolio in the future. As in the past, such fluctuations may have a direct 
impact on VEB’s assets and liabilities and its results of operations and, in particular, a reversal in the improved prices of 
Russian securities or a general weakening in the Russian securities markets could result in further losses. 
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Fluctuations in Interest Rates and Exchange Rates 

Changes in interest rates affect VEB’s net interest income, net interest margin and overall results of operations. During 
the height of the global financial crisis in 2008, as the primary source for recovery finance in the Russian Federation, 
VEB was able to impose relatively higher interest rates in line with international funding rates and reflecting the overall 
illiquidity in the market, whilst its development bank lending activities on which VEB has refocused in 2009 and 2010, 
generally involve the provision of financing at lower rates. 

Since its inception, VEB has generally been able to use its own capital, as well as relatively low-rate deposits from the 
CBR and the Russian Government (principally using funds of the NWF), to fund its business activities and, 
accordingly, has not incurred significant funding costs. An increase in interest rates may generally raise VEB’s funding 
costs in the future. In addition, an increase in interest rates may reduce overall demand for new loans and increase the 
risk of customer defaults, as well as generally decrease the market value of fixed-rate debt securities held by VEB. The 
high-interest rate environment in late 2008 and early 2009 did result in lower values of certain fixed-rate debt securities 
held in VEB’s investment portfolio. Moreover, although a significant portion of the financing provided by VEB has 
historically been matched in terms of funding by the Russian Government and the CBR, particularly in connection with 
its role as one of the key State-owned vehicles for the stabilisation of the Russian economy, from time to time, 
maturities of assets and liabilities are not balanced. As a result, VEB is exposed to interest rate risks resulting from 
mismatches between the rates it earns on its interest-earning assets and the rates it pays on its interest-bearing liabilities.  

Interest rates are sensitive to many factors beyond VEB’s control, including the policies of central banks, such as the 
CBR, adverse domestic and international economic conditions and political factors. General volatility in interest rates 
may result in a mismatch between VEB’s interest-rate sensitive assets and liabilities. Since August 2007, there has been 
a period of unprecedented high and volatile inter-bank lending rates, which, together with a shortening maturity of 
deposits, has exacerbated the risk of such mismatches. VEB has incurred, and may continue to incur, additional costs 
and has been exposed, and may continue to be exposed, to other risks arising from the need to adjust such asset and 
liability positions through the use of derivative instruments. VEB’s intentions to continue to diversify its funding 
sources by continuing to access the domestic and international capital markets, including under the Programme, and 
borrow under bilateral and syndicated loan facilities may increase these risks. To the extent that VEB’s liabilities 
reprice substantially more frequently than its assets, if interest rates rise, VEB’s interest expense will increase more 
rapidly than its interest income, which could negatively affect interest margins and results of operations and result in 
liquidity problems. 

Similarly, fluctuations in exchange rates impact VEB’s financial condition and results of operations. VEB maintains 
open currency positions, which give rise to exchange rate risk. Although nearly all of VEB’s assets and liabilities are 
match-funded as at the date of this Base Prospectus Supplement, VEB’s exposure to exchange rate risk may increase, 
particularly as it continues to access international capital markets and foreign currency syndicated and bilateral lending 
markets. VEB’s exposure to exchange rate risk depends on numerous factors beyond its control, such as overall market 
trading activity, interest rate levels, fluctuations in exchange rates, government actions and general market volatility.  

The Rouble depreciated significantly against the U.S. Dollar between October 2008 and the end of the first quarter of 
2009, due in part to the significant fall in prices of oil and commodities that are the principal generators of the Russian 
Federation’s export earnings. In 2009, whilst the Rouble depreciated overall in real terms by 12.2% against the U.S. 
Dollar and by 8.3% against the Euro, the Rouble remained relatively stable from March 2009 through December 2009. 
Although the average Rouble/U.S. Dollar exchange rate decreased from January 2010 to May 2010, the Rouble has 
been appreciating against the U.S. Dollar since May 2010 to the date of this Base Prospectus Supplement.  On 29 
October 2010, the official exchange rate of the Rouble to the U.S. Dollar as published by the CBR was RUB 30.6786 
per U.S. Dollar.  For a presentation on developments in the Rouble to U.S. Dollar exchange rates from 2007 through 22 
June 2010, see “Presentation of Financial and Other Information—Exchange Rate Information” in the Base Prospectus. 
Future changes in currency exchange rates, which can be particularly volatile in times of national or global financial 
instability, such as the recent period of economic turmoil, could have a material adverse effect on VEB’s business, 
financial condition, results of operations and prospects.  

CRITICAL ACCOUNTING POLICIES 

The preparation of financial statements requires VEB’s management to make estimates and assumptions that affect 
reported amounts. These estimates are based on information available as at the date of the Unaudited Interim IFRS 
Financial Statements. The actual IFRS results may differ from these estimates and it is possible that these differences 
may have a material effect on the Unaudited Interim IFRS Financial Statements.  
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The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date that 
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next 
financial year are discussed below. 

Fair Value of Financial Instruments 

Where the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be 
derived from active markets, they are determined using a variety of valuation techniques that include the use of 
mathematical models. The inputs used in these models are taken from observable market values where possible; where 
this is not feasible, a degree of judgment is required in establishing fair values. See Note 31 of the 2009 IFRS Financial 
Statements in the Base Prospectus for further information on fair value of financial instruments.  

Allowance for Impairment of Loans and Receivables 

VEB regularly reviews its loans and receivables to assess impairment. VEB’s management uses its experienced 
judgment to estimate the amount of any impairment loss in cases where a borrower is in financial difficulties and there 
are few available sources of historical data relating to, for example, similar borrowers. Similarly, VEB estimates 
changes in future cash flows based on observable data indicating that there has been an adverse change in the payment 
status of borrowers in a group, or national or local economic conditions that correlate with defaults on assets in the 
group. VEB’s management uses estimates based on historical loss experience for assets with similar credit risk 
characteristics and objective evidence of impairment similar to those in the group of loans and receivables. VEB’s 
management uses its experienced judgment to adjust observable data for a group of loans or receivables to reflect 
current circumstances. Changes in the allowance are reported in the income statement for the relevant period. VEB 
cannot predict when conditions may change and what effect any change could have on the adequacy of the allowances 
for loan impairment. 

Impairment of Goodwill  

VEB determines at least annually whether goodwill is impaired. This requires an estimation of the value of the cash-
generating units in use to which the goodwill is allocated. Estimating this value requires VEB to make an estimate of 
the expected future cash flows from the cash-generating unit in use and also to choose a suitable discount rate in order 
to calculate the present value of those cash flows.  VEB does not measure goodwill or impairment of goodwill on an 
interim basis, but rather only as at year-end. 

RESULTS OF OPERATIONS FOR THE SIX-MONTH PERIODS ENDED 30 JUNE 2010 AND 2009 

Net Interest Income 

The following table sets forth VEB’s interest income, interest expense and net interest income before provisions for 
impairment for the periods indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Interest income .................................................................................. 72,891 65,683 
Interest expense ................................................................................. (40,357) (41,484) 

Net interest income before provisions for impairment................. 32,534 24,199 

   
Net interest income before provision for impairment for each of the six-month periods ended 30 June 2010 and 2009 
was derived from the difference between the interest income generated by VEB’s interest-earning assets and the interest 
expense incurred on VEB’s interest-bearing liabilities. See “Certain Statistical Data and Other Information” in the 
Base Prospectus. Net interest income before provisions for impairment increased by 34.44% to RUB 32,534 million for 
the six months ended 30 June 2010 from RUB 24,199 million for the six months ended 30 June 2009, principally as a 
result of the combined effects of (i) the overall growth in VEB’s balance sheet, particularly due to the increases in 
amounts due from credit institutions and in interest-earning investment securities, and (ii) the decrease in interest 
expense, in each case, for the six months ended 30 June 2010, as compared to the same period in 2009. 
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Interest Income 

For each of the six-month periods ended 30 June 2010 and 2009, VEB generated interest income primarily from (i) 
loans to customers, (ii) amounts due from credit institutions and cash equivalents and (iii) its investment securities 
portfolio. The following table sets forth the breakdown of VEB’s interest income, by source, for the periods indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Interest income  
Loans to customers .........................................................................  42,414 44,450 
Amounts due from credit institutions and cash equivalents ...........  20,159 15,768 
Investment securities ......................................................................  9,294 4,407 
Financial assets at fair value through profit or loss ........................  1,024 1,058 

Total interest income ....................................................................  72,891 65,683 
   

Total interest income increased by 10.97% to RUB 72,891 million for the six months ended 30 June 2010 from RUB 
65,683 million for the six months ended 30 June 2009, principally due to increases in the average balance of amounts 
due from credit institutions and in the average amount of interest-earning investment securities held in VEB’s portfolio. 
See “Certain Statistical Data and Other Information—Amounts due from Credit Institutions” in this Base Prospectus 
Supplement. The increases in interest income on amounts due from credit institutions and cash equivalents and on 
investment securities were slightly offset by a decrease in interest income on loans to customers as a result of the lower 
average rates earned on such loans. 

Interest Income on Loans to Customers 

For each of the six-month periods ended 30 June 2010 and 2009, a signification portion of VEB’s interest income was 
attributable to interest income on loans to customers, which represented 58.19% and 67.67% of total interest income for 
the six months ended 30 June 2010 and 2009, respectively. Notwithstanding that interest income on loans to customers 
remained the largest component of total interest income, interest income on loans to customers decreased by 4.58% to 
RUB 42,414 million for the six months ended 30 June 2010 from RUB 44,450 million for the six months ended 30 June 
2009, largely due to the decrease in the average interest rates charged by VEB on loans to customers, although loans to 
customers increased in absolute terms.  See “Certain Statistical Data and Other Information—Loans to Customers” in 
this Base Prospectus Supplement. 

For the six-month period ended 30 June 2010, interest income on loans to customers decreased as a percentage of total 
interest income to 58.19%, as compared to 67.67% for the six-month period ended 30 June 2009, principally reflecting 
VEB’s renewed focus on its core development bank lending activities, which has resulted in the provision of finance at 
lower average interest rates, whilst other components of total interest income have increased. 

Interest Income on Amounts due from Credit Institutions and Cash Equivalents 

Interest income on amounts due from credit institutions and cash equivalents represented 27.66% and 24.01% of total 
interest income for the six months ended 30 June 2010 and 2009, respectively. Interest income on amounts due from 
credit institutions and cash equivalents increased by 27.85% to RUB 20,159 million for the six months ended 30 June 
2010 from RUB 15,768 million for the six months ended 30 June 2009. These period-on-period increases in interest 
income on amounts due from credit institutions and cash equivalents, both in absolute terms and as a percentage of total 
interest income, largely reflected the increase in the average balances of amounts due from credit institutions, as VEB 
provided additional subordinated loans in the second half of 2009 to qualifying banks requiring capital adequacy 
support under the Financial System Support Law. See “Certain Statistical Data and Other Information—Amounts due 
from Credit Institutions” in this Base Prospectus Supplement.  

Interest Income on Investment Securities and Financial Assets at Fair Value through Profit or Loss 

Interest income on VEB’s securities portfolio, comprised of interest income on investment securities and interest 
income from financial assets at fair value through profit or loss, represented 14.16% and 8.32% of total interest income 
for the six-month periods ended 30 June 2010 and 2009, respectively. The increase in interest income on investment 
securities for the six months ended 30 June 2010, as compared to the six months ended 30 June 2009, primarily 
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reflected VEB’s increased investment in interest-earning available-for-sale fixed income securities for liquidity 
management.   

Interest Expense 

For each of the six-month periods ended 30 June 2010 and 2009, VEB’s interest expense consisted of interest expense 
in respect of (i) amounts due to credit institutions and to CBR, (ii) amounts due to customers and the Russian 
Government and (iii) debt securities issued. The following table sets forth the breakdown of VEB’s interest expense for 
the periods indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Interest expense   
Amounts due to credit institutions and the CBR ........................  (14,038) (20,054) 
Amounts due to customers and the Russian Government ..........   (24,609) (20,978) 
Debt securities issued .................................................................  (1,710) (452) 

Total interest expense...............................................................  (40,357) (41,484) 
   

Total interest expense decreased by 2.72% to RUB 40,357 million for the six months ended 30 June 2010 from RUB 
41,484 million for the six months ended 30 June 2009, principally due to (i) the repayment, after 30 June 2009, of funds 
deposited with VEB by the CBR to permit VEB to provide back-to-back (recovery) finance loans, which were repaid 
over time after 30 June 2009 and (ii) the prepayment, in VEB’s discretion, some of NWF deposits in December 2009.  
The decrease in average inter-bank interest rates paid for the six months ended 30 June 2010, as compared to the same 
period in 2009, also contributed to the period-on-period decrease in interest expense.  See “Certain Statistical Data and 
Other Information—Sources of Funding—Amounts Due to the Ministry of Finance and the Russian Government” in this 
Base Prospectus Supplement.  

Interest Expense on Amounts due to Credit Institutions and the CBR 

Interest expense on amounts due to credit institutions and the CBR decreased by 30.00% to RUB 14,038 million for the 
six months ended 30 June 2010 from RUB 20,054 million for the six months ended 30 June 2009, primarily due to the 
period-on-period decrease in the average balance of amounts due to the CBR during the six months ended 30 June 
2010, as compared to the six months ended 30 June 2009.  Average amounts due to credit institutions and the CBR were 
lower in the 2010 period, as compared to the 2009 period, primarily due to the withdrawal of deposits that had been 
made by Russian banks with VEB to comply with a recommendation issued by the CBR to Russian banks in November 
2008 to maintain their foreign assets in Russia, which the CBR allowed to lapse in June 2009 as conditions in the local 
foreign exchange market improved, as well as the repayment of some of the deposits that had been received by VEB 
from the CBR in order to extend back-to-back (recovery) finance loans to Russian corporate borrowers as these loans 
were repaid to VEB.  See “Certain Statistical Data and Other Information—Sources of Funding—Amounts Due to 
Credit Institutions” in the Base Prospectus.  The decrease in interest expense on amounts due to credit institutions and 
the CBR for the six months ended 30 June 2010, as compared to the six months ended 30 June 2009, also reflected the 
decrease in interest rates charged by the CBR on deposits to VEB to support the extension of back-to-back (recovery) 
finance loans to Russian corporate borrowers.  

As a percentage of total interest expense, interest expense due to credit institutions and the CBR also decreased to 
34.78% of total interest expense for the six months ended 30 June 2010, as compared to 48.34% for the corresponding 
period in 2009.  

Interest Expense on Amounts due to Customers and the Russian Government 

Interest expense on amounts due to customers and the Russian Government represented 60.98% and 50.57% of VEB’s 
total interest expense for the six months ended 30 June 2010 and 2009, respectively. Interest expense on amounts due to 
customers and the Russian Government increased by 17.31% to RUB 24,609 million for the six months ended 30 June 
2010 from RUB 20,978 million for the six months ended 30 June 2009. These period-on-period increases in interest 
expense on amounts due to customers and the Russian Government, both in absolute terms and as a percentage of total 
interest expense, were primarily due to the period-on-period increases in amounts due to customers, driven by the 
acquisition of GLOBEXBANK in 2009, and in amounts due to the Ministry of Finance, reflecting deposits received by 
VEB for on-lending to promote the development of the Russian SME sector. 
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Provision for Impairment 

For the six months ended 30 June 2010, VEB recorded provisions for impairment of interest-earning assets of RUB 
13,340 million, as compared to provisions of RUB 42,963 million for the six months ended 30 June 2009.  The 
provisions recorded for the six months ended 30 June 2010 primarily reflected an increase in provisioning rates applied 
by VEB with respect to loans, which, in turn, increased the amounts of all provisions previously recorded across the 
loan portfolio. This increase in provisioning rates followed a conservative policy decision by VEB to increase the 
overall level of protection against a future global financial crisis rather than reflecting any perceived material 
deterioration in the credit quality of the underlying assets.  Provisions for impairment recorded for the six months ended 
30 June 2009 comprised primarily provisions in the amount of RUB 17,063 million against the interest-earning assets of 
the then newly-acquired Sviaz-Bank, as this banking subsidiary held predominantly distressed assets when acquired, as 
well as provisions in the amount of RUB 16,667 million against a loan to an associate of VEB, which was applied to 
finance such associate’s purchase of real estate and other assets from certain borrowers of GLOBEXBANK. See 
“Certain Statistical Data and Other Information—Loans to Customers—Borrower Concentration” in this Base 
Prospectus Supplement. 

Net Fee and Commission Income 

Net fee and commission income increased by 5.26% to RUB 2,820 million for the six months ended 30 June 2010 from 
RUB 2,679 million for the six months ended 30 June 2009, principally as a result of the period-on-period increases in 
(i) fees and commissions received for cash and settlement operations, (ii) the provision of guarantees and letters of 
credit and (iii) other operations (comprising principally fees for ordinary course banking services provided by VEB’s 
banking subsidiaries). 

Non-Interest Income 

VEB’s non-interest income for the six months ended 30 June 2010 was RUB 5,693 million, as compared to RUB 
45,075 million for the six months ended 30 June 2009.  For each of the six-month periods ended 30 June 2010 and 
2009, VEB generated non-interest income principally from gains less losses from securities and gains less losses from 
foreign currencies.  During each of the six-month periods ended 30 June 2010 and 2009, VEB recognised gains from 
the sale of securities of Russian blue-chip companies as the market value of these securities improved in 2009 and 2010. 
The gains recognised in the six months ended 30 June 2010 were offset by the negative revaluation of securities 
acquired by VEB, upon the proposal of the Russian Government, in certain Russian entities considered to have strategic 
importance to the Russian economy, which VEB intends to hold as long-term investments.  See “Recent 
Developments—Key State-Owned Vehicle for the Stabilisation of the Russian Economy and Financial System—Equity 
Investments” in this Base Prospectus Supplement. The higher level of non-interest income for the six months ended 30 
June 2009, as compared to the six months ended 30 June 2010, also reflected the excess of acquirer’s interest in the net 
fair value of acquiree identifiable assets, liabilities and contingent liabilities over cost of VEB’s newly-acquired banking 
subsidiaries in the amount of RUB 23,375 million, as well as a gain on the initial recognition of financial instruments in 
the amount of RUB 7,778 million, which were recorded by VEB for the six-month period ended 30 June 2009 and 
which did not recur in 2010.   

Gains Less Losses from Securities  

The following table sets forth the breakdown of VEB’s gains less losses from securities recognised in the statement of 
income for the periods indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Gains less losses arising from financial instruments at fair value through 
profit or loss..............................................................................................  28 10,322 

Gains less losses on sale of investment securities available for sale, 
previously recognised in other comprehensive income ..............................  3,890 (4,804) 

Dividends....................................................................................................  284 424 
Total gains less losses from financial instruments at fair value 
through profit or loss and investment securities available for sale ....  4,202 5,942 
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Total gains less losses from financial instruments at fair value through profit or loss and investment securities available 
for sale represented a net gain of RUB 4,202 million for the six months ended 30 June 2010, as compared to a net gain 
of RUB 5,942 million for the six months ended 30 June 2009. In each of the six-month periods ended 30 June 2010 and 
30 June 2009, gains less losses from securities comprised both (i) unrealised gains less losses arising from financial 
instruments at fair value through profit or loss, which arise from securities treated as financial instruments based on 
certain specified criteria, and (ii) realised gains less losses on sale of investment securities available for sale, previously 
recognised in other comprehensive income.   

As at 30 June 2010, financial instruments at fair value through profit or loss comprised principally trading securities and 
financial assets designated as at fair value through profit or loss, whilst, as at 31 December 2009, financial instruments 
at fair value through profit or loss comprised almost entirely trading securities.   

For the six months ended 30 June 2010, VEB recorded a net gain of RUB 28 million on gains less losses arising from 
financial instruments at fair value through profit or loss comprised of (i) gains on sales of trading securities realised 
during the six months ended 30 June 2010, albeit at a lower level as compared to such gains realised for the six months 
ended 30 June 2009 as the recovery of the Russian stock market had slowed by early 2010; (ii) unrealised negative 
revaluation of trading securities recorded for the six months ended 30 June 2010 principally as a result of the overall 
decline in the Russian stock market during the period; and (iii) a gain on the change in the fair value of financial assets 
designated at fair value at profit or loss (which comprised shares in a Russian entity) as a result of VEB’s entry into an 
option agreement with such Russian entity economically related to VEB’s purchase of such shares to finance a large 
scale infrastructure project, which gain was partially offset by unrealised losses arising from the option agreement 
included in gains less losses arising from financial instruments at fair value through profit or loss. 

For the six months ended 30 June 2009, VEB recorded a net gain arising from financial instruments at fair value 
through profit or loss of RUB 10,322 million, principally reflecting gains on sales of trading securities realised during 
the six months ended 30 June 2009 as VEB began to sell down many of its equity positions in Russian blue-chip 
companies, as the Russian securities market improved significantly with the easing of the global financial crisis.  In 
addition, VEB recorded unrealised net gains on trading securities as a result of the positive revaluation of securities 
treated as financial instruments as VEB marked these investments to market.   

VEB recorded a net gain of RUB 3,890 million on the sale of investment securities available for sale, previously 
recognised in other comprehensive income, for the six months ended 30 June 2010, as compared to a net loss of RUB 
4,804 million on the sale of investment securities available for sale, for the six months ended 30 June 2009.  This gain 
primarily reflected realised gains from the sale of securities of Russian blue-chip companies out of VEB’s investment 
securities portfolio acquired with funds provided by the Russian Government (primarily comprised of funds of the 
NWF) to support the Russian securities market, as the market value of these securities continued to increase in 2010 
following the recovery and stabilisation of share prices as the global financial crisis eased, partially offset by the 
negative revaluation of securities following VEB’s acquisitions, upon the proposal of the Russian Government, of 
shares in certain Russian entities considered to have strategic importance to the Russian economy, including, in 2010, 
UC RUSAL and JSC “United Aircraft Corporation” and, in 2009, OJSC “Rostelecom”, which VEB intends to hold as 
long-term investments.  See “Recent Developments—Key State-Owned Vehicle for the Stabilisation of the Russian 
Economy and Financial System—Equity Investments” in this Base Prospectus Supplement. 

The net loss on the sale of investment securities available for the six months ended 30 June 2009 of RUB 4,804 million, 
reflected the negative revaluation of VEB’s investment in EADS N.V., partially offset by the realisation of gains on the 
sale of other available-for-sale securities as VEB began to sell down its investment securities portfolio as market prices 
improved. 
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Net Gains/(Losses) from Foreign Currencies 

The following table sets forth the breakdown of VEB’s gains less losses from foreign currencies for the periods 
indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Net gains/(losses) arising from foreign currencies   
 - dealing ......................................................................................... 1,342 3,401 
 - translation differences.................................................................. (902) 3,414 

Net gains/(losses) arising from foreign currencies ........................ 440 6,815 
   

Gains less losses from foreign currencies decreased by 93.54% to RUB 440 million for the six months ended 30 June 
2010 from RUB 6,815 million for the six months ended 30 June 2009. This period-on-period decrease primarily 
reflected both a lower level of gains in dealing transactions and less volatile currency rates. 

Gains on Initial Recognition of Financial Instruments 

During the six months ended 30 June 2009, VEB obtained deposits from the CBR at interest rates substantially below 
market rates to fund certain of its recovery finance activities. VEB calculated a gain on initial recognition of financial 
instruments of RUB 7,778 million in that period. No similar amounts were recorded during the six months ended 30 
June 2010.  

Excess of Acquirer’s Interest in the Net Fair Value of Acquiree’s Identifiable Assets, Liabilities and Contingent 
Liabilities over Cost 

In 2009, VEB recorded the excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets, liabilities 
and contingent liabilities over cost attributable to its acquisitions of Prominvestbank and GLOBEXBANK in the 
amounts of RUB 4,826 million and RUB 19,006 million, respectively. No similar amounts were recorded during the six 
months ended 30 June 2010. See “—Critical Accounting Policies”. 

Non-Interest Expenses 

For each of the six-month periods ended 30 June 2010 and 2009, VEB’s non-interest expenses comprised principally 
payroll and other staff costs, expenses for occupancy and equipment and other operating expenses. 

The following table sets forth the breakdown of VEB’s non-interest expenses for the periods indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Payroll and other staff costs............................................................... (5,528) (4,695) 
Occupancy and equipment................................................................. (1,812) (1,670) 
Depreciation ...................................................................................... (617) (657) 
Taxes other than income taxes........................................................... (758) (317) 
Reversal of / (provision for) other impairment and provisions.......... 953 (619) 
Other operating expenses................................................................... (3,090) (2,968) 

Total non-interest expenses............................................................. (10,852) (10,926) 
   

Non-interest expenses decreased by 0.68% to RUB 10,852 million for the six months ended 30 June 2010 from RUB 
10,926 million for the six months ended 30 June 2009. The lower level of non-interest expenses in the 2010 period, 
compared to the 2009 period, resulted primarily from the reversal of provisions for the six months ended 30 June 2010 
in the amount of RUB 953 million in respect of a guarantee provided by VEB, compared to the taking of a provision in 
the amount of RUB 619 million for the six months ended 30 June 2009, as most other non-interest income expense 
items reflected period-on-period increases driven by the overall growth in VEB’s balance sheet. 
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Payroll and Other Staff Costs 

Payroll and other staff costs increased by 17.74% to RUB 5,528 million for the six months ended 30 June 2010 from 
RUB 4,695 million for the six months ended 30 June 2009. This period-on-period increase primarily reflected the 
increase in the number of employees for the full six months in the 2010 period, as compared to only part of the 2009 
period, following VEB’s acquisition of its banking subsidiaries during the second quarter of 2009. 

Other Operating Expenses 

Other operating expenses increased by 4.11% to RUB 3,090 million for the six months ended 30 June 2010 from RUB 
2,968 million for the six months ended 30 June 2009, primarily reflecting an increase in the operating expenses at 
Prominvestbank and expenses related to the creation of VEB Capital and VEB Engineering. 

Income Taxation Expense/(Benefit) 

Although its banking and other subsidiaries are taxed in their respective jurisdictions of incorporation, VEB itself is not 
subject to income tax in the Russian Federation. Accordingly, VEB’s income tax expense for each of the six-month 
periods ended 30 June 2010 and 2009 was not significant. 

Net Income 

As a result of the combined effects of all of the foregoing, VEB had net income of RUB 14,248 million for the six 
months ended 30 June 2010, as compared to net income of RUB 18,201 million for the six months ended 30 June 2009. 

LIQUIDITY AND CAPITAL RESOURCES 

Cash and Cash Equivalents, Net 

The following table sets forth VEB’s net cash and cash equivalents as at the dates indicated: 

 As at 30 June 2010 
(Unaudited) 

As at 31 December 
2009 

 (RUB millions) 
Cash on hand .............................................................................................. 9,670 11,037 
Current accounts with the Bank of Russia.................................................. 7,654 12,785 
Correspondent nostro accounts with Russian credit institutions and 
current stock broker accounts   

- Russian Federation .............................................................................. 13,649 13,549 
- other countries ..................................................................................... 14,843 31,306 

Interest-bearing loans and deposits maturing within 90 days ..................... 73,905 86,799 
Reverse purchase agreements with credit institutions for up to 90 days .... 7 127 13,440 
Total cash and cash equivalent, net......................................................... 126,848 168,916 
  
VEB’s total net cash and cash equivalent positions decreased by 24.91% to RUB 126,848 million as at 30 June 2010 
from RUB 168,916 million as at 31 December 2009.  This decrease in cash as at 30 June 2010, as compared to 31 
December 2009, primarily reflected the overall use of cash by VEB to support growth in its business activities, 
including, in particular, to finance the purchase by VEB of 11.5% of the share capital of JSC “United Aircraft 
Corporation” in March 2010. 
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Cash Flows 

The following table sets forth the breakdown of VEB’s cash flows for the years indicated: 

 For the six months ended 30 June 
 2010 2009 (restated) 
 (RUB millions) 
 (Unaudited) 
Net cash from/(used in) operating activities ............................................... (10,886) (112,067) 
Net cash from/(used in) investment activities............................................. (25,205) (26,435) 
Net cash from/(used in) financing activities ............................................... (6,982) 157,249 
   
Net Cash Flows from Operating Activities  

Net cash flows used in operating activities were RUB 10,886 million for the six months ended 30 June 2010, as 
compared to net cash flows used in operating activities of RUB 112,067 million for the six months ended 30 June 2009. 
The higher level of cash used in operating activities in the first six months of 2009, as compared to the first six months 
in 2010, was primarily due to the withdrawal of deposits that had been made by Russian banks with VEB to comply 
with a recommendation issued by the CBR to Russian banks in November 2008 to maintain their foreign assets in 
Russia, which the CBR allowed to lapse in June 2009 as conditions in the local foreign exchange market improved.   

Net Cash Flows Used in Investment Activities  

Net cash flows used in investment activities were RUB 25,205 million for the six months ended 30 June 2010 and RUB 
26,435 million for the six months ended 30 June 2009. The cash used in investment activities in the six months ended 
30 June 2010 primarily reflected the cash flow used to purchase investment securities, partially offset by the cash flow 
generated from the sale of investment securities, whilst the cash used in investment activities in the six months ended 30 
June 2009 also reflected cash used to extend subordinated loans to qualifying Russian banks under the Financial System 
Support Law, partially offset by the consolidation of additional cash when VEB acquired its controlling interest in 
Prominvestbank.  

Net Cash Flows from Financing Activities  

Net cash flows used in financing activities were RUB 6,982 million for the six months ended 30 June 2010, as 
compared to net cash flows from financing activities of RUB 157,249 million for the six months ended 30 June 2009. 
The higher level of cash used in financing activities in the six months ended 30 June 2010 primarily reflected the net 
decrease in the outstanding amount of debt securities issued by VEB, whilst cash flows from financing activities in the 
six months ended 30 June 2009 primarily reflected the capital injection received by VEB from the Russian Government 
in the amount of RUB 100,000 million to support VEB’s involvement in stabilising the Russian banking system. 

Contingencies, Commitments and Derivative Financial Instruments 

VEB enters into certain financial instruments with off-balance sheet risk, particularly in the furtherance of its role as a 
development bank supporting the Russian import-export sector and the development of SMEs in the Russian 
Federation. These instruments, which include guarantees, letters of credit, undrawn credit lines and commitments to 
extend credits, involve varying degrees of credit risk and are not reflected in VEB’s consolidated statement of financial 
position. VEB uses similar credit approval policies in undertaking credit-related commitments not recorded in its 
consolidated statement of financial position as it does for its operations comprising the positions included in its 
consolidated statement of financial position. See “Lending Policies and Procedures” and “Risk Management” in the 
Base Prospectus. 
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The following table sets forth VEB’s credit-related commitments as at the dates indicated: 

 
As at 30 June 2010 

(Unaudited) 
As at 31 December 

2009 
 (RUB millions) 
Guarantees ..................................................................................................  85,425 131,577 
Undrawn loan commitments.......................................................................  255,931 231,321 
Letters of credit...........................................................................................  13,584 34,549 
Total credit-related commitments ...........................................................  354,940 397,447 
   
As at 30 June 2010, VEB had issued 179 guarantees for a total amount of RUB 85,425 million, as compared to 192 
guarantees for a total amount of RUB 131,577 million as at 31 December 2009. This decrease was primarily attributable 
to an early repayment of one of the guarantees provided by VEB to a Russian bank. On 30 September 2010, in 
connection with the refinancing by UC RUSAL of the recovery finance loan previously provided to it by VEB, VEB 
provided a guarantee (with primary liability) in the amount of U.S.$2,250 million, with the benefit of certain collateral 
and subject to other contractual arrangements between VEB and the beneficiary of the guarantee, which 
could, in certain circumstances, result in VEB becoming subject to a significantly higher exposure, although if VEB 
were subject to such higher exposure, it would have the benefit of a commensurate increase in collateral.  Based on this 
transaction, it is expected that VEB’s total credit-related commitments will increase substantially.  

As at 30 June 2010, credit commitments in relation to undrawn credit lines were RUB 255,931 million, as compared to 
RUB 231,321 million as at 31 December 2009.  This increase was primarily attributable to the continued growth in 
VEB’s development bank activities. 

Conclusion 

Overall, the decrease in VEB’s net profit in the first six months of 2010, as compared to the first six months of 2009, 
principally reflected (i) the lower level of gains on the sale of securities for the six months ended 30 June 2010, as 
compared to the six months ended 30 June 2009, as VEB had sold down many of its equity positions in Russian blue-
chip companies during the six months ended 30 June 2009 as the market values of these securities improved; (ii) the 
negative revaluation in the six months ended 30 June 2010 of securities acquired by VEB, upon the proposal of the 
Russian Government, in certain Russian entities considered to have strategic importance to the Russian economy, which 
VEB intends to hold as long-term investments; and (iii) the significant gains on initial recognition of financial 
instruments and excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets, liabilities and 
contingent liabilities over cost realised in the six-month period ended 30 June 2009, which did not recur in the 
corresponding period of 2010 and which were only partially offset by the higher level of provisions for impairment of 
interest-earning assets in the first six months of 2009, as compared to the first six months of 2010. 



 

25 
 
 

CERTAIN STATISTICAL DATA AND OTHER INFORMATION 

The following discussion comprises an analysis of VEB’s balance sheet as at 30 June 2010, as compared to 31 
December 2009. Comparative figures as at 31 December 2008 and 2007 are included in the tables for ease of 
reference.  The corresponding analysis of the statistical data and other information relating to this historical 
information is included under “Certain Statistical Data and Other Information” in the Base Prospectus.   

AVERAGE BALANCE SHEET AND INTEREST RATES 

The table below presents the average balances for VEB’s interest-earning assets and interest-bearing liabilities, together 
with weighted average rates and the corresponding amount of interest income (expense) for the periods indicated. 
Investors should note that this average balance sheet data has been prepared for the six-month periods ended 30 June 
2010 and 2009 by using the average of quarterly balances derived from the Unaudited Interim IFRS Financial 
Statements based on the period beginning and period ending balances for each quarter in such periods. This method of 
preparing the average balance sheet may not be representative of VEB’s daily average balances (determined in 
accordance with IFRS) during the periods indicated.  

 For the six months ended  
30 June 2010 

For the six months ended  
30 June 2009 

 

Average 
balance 

Average 
interest 

rate,  
%(1) 

Interest 
Income/ 
Expense 

Average 
balance 

Average 
interest 

rate,  
%(1) 

Interest 
Income/ 
Expense 

 (RUB millions, except for percentages) 
Interest-earning assets(2)      
Loans to customers ...........................  981,877 8.6 42,414 910,316 9.8 44,450 
Due from credit institutions and cash 

equivalents ......................................  574,982 7.0 20,159 588,066 5.4 15,768 
Securities(3) .......................................  227,500 9.1 10,318 122,969 8.9 5,465 
Total interest-earning assets ..........  1,784,368 8.2 72,891 1,621,351 8.1 65,683 
       
Interest-bearing liabilities       
Amounts due to credit institutions 

and the CBR....................................  640,631 4.4 (14,038) 907,115 4.4 (20,054) 
Amounts due to customers and the 

Russian Government (Ministry of 
Finance) ..........................................  220,353 6.7 (7,360) 179,736 7.0 (6,306) 

Debt securities issued........................  79,882 4.3 (1,710) 18,932 4.8 (452) 
NWF deposits ...................................  508,256 6.8 (17,249) 432,496 6.8 (14,672) 
Total interest-bearing liabilities.....  1,449,122 5.6 (40,357) 1,538,280 5.4 (41,484) 
Net interest income .........................    32,534   24,199 
       
_____________ 
Notes: 
(1) Represents interest income or interest expense divided by the average balance of the respective item. 
(2) Prior to deducting allowance for impairment. 
(3) Excluding equity securities, are not interest-earning. 

The average interest rates on interest-earning assets were relatively stable overall for the six months ended 30 June 2010 
and 2009, although the average rates on the components of VEB’s interest-earning assets fluctuated.  The average 
interest rates on loans to customers decreased by 12.2% to 8.6% for the six months ended 30 June 2010 from 9.8% for 
the six months ended 30 June 2009, principally due to VEB’s renewed focus in 2010 on its core development bank 
lending activities, which generally involve the provision of financing at lower average rates.  The average interest rates 
on amounts due from credit institutions and cash equivalents increased by 29.6% to 7.0% for the six months ended 30 
June 2010 from 5.4% for the six months ended 30 June 2009, principally due to an increase in the volume of longer-
term interbank loans, which bear interest at higher average rates, together with a corresponding decrease in the volume 
of short-term interbank financing, which bears interest at lower rates.  The average interest rates on securities increased 
by 4.2% to 9.1% for the six months ended 30 June 2010 from 8.9% for the six months ended 30 June 2009.   
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The average interest rate on interest-bearing liabilities for the six months ended 30 June 2010 increased to 5.6% from 
5.4% for the six months ended 30 June 2009, mainly due to the increase in the average amount of interest-bearing 
liabilities at comparatively higher rates (amounts due to customers and NWF deposits), which more than offset by the 
decrease in the average interest rates on amounts due to customers and the Russian Government (the Ministry of 
Finance) and debt securities issued.   

AMOUNTS DUE FROM CREDIT INSTITUTIONS 

The following table sets forth a breakdown of amounts due from credit institutions as at the dates indicated: 

 As at 31 December 
 

As at  
30 June  2010 
(Unaudited) 2009 2008 

2007 
(restated) 

 (RUB millions) 
Obligatory reserve with the central banks ........................ 2,450 1,826 473 614 
Non-interest-bearing deposits with other banks................ 37,320 37,020 22,329 26,757 
Subordinated loans ........................................................... 388,209 388,208 225,210 210 
Term interest-bearing deposits with credit institutions..... 40,956 41,787 63,631 17,426 
 468,935 468,841 311,634 45,007 
Less: Provision for impairment......................................... (1,470) (1,533) (133) (128) 
Amounts due from credit institutions ........................... (467,465) (467,308) (311,510) (44,879) 
     

As at each of 30 June 2010 and 31 December 2009, amounts due from credit institutions comprised predominantly 
Rouble-denominated subordinated loans issued to Russian credit institutions by VEB as one of the key State-owned 
vehicles for the stabilisation of the Russian economy and financial system in accordance with the Financial System 
Support Law. As at 30 June 2010, VEB had subordinated loans outstanding to 17 Russian banks (including one loan 
made directly by VEB, without matching funding, outside of the programme under the Financial System Support Law) 
in an aggregate principal amount of RUB 387,998 million (as compared to RUB 387,998 million as at 31 December 
2009), which loans mature between December 2014 and December 2020.  In accordance with amendments made to the 
Financial System Support Law adopted on 27 July 2010, and the respective decision of VEB’s Supervisory Board, the 
interest rates VEB charges on these subordinated loans were lowered from 8.0% to 6.5% and from 9.5% to 7.5%.  At 
the time these rates were lowered, the interest rates for the deposits received from the Ministry of Finance of the 
Russian Federation (comprised of funds of the NWF) and comprising the matching funding for the subordinated loans 
were also lowered from 7.0% to 6.25% and 8.5% to 7.25%. Overall, the net interest margin on VEB’s subordinated 
loans to qualifying borrowers under the Financial System Support Law has decreased. 

Obligatory reserve with the central banks includes non-interest-bearing cash deposits required to be maintained by 
VEB’s subsidiary banks with the CBR, the National Bank of Belarus and the National Bank of Ukraine (as applicable). 
The amount of this reserve depends on the level of funds deposited with such credit institutions. The ability of the 
subsidiary banks to withdraw the reserve deposits is significantly restricted by statute. Pursuant to applicable legislation, 
VEB is not currently required to create any obligatory reserve with the CBR. 

Non-interest-bearing deposits with other banks comprise mandatory placements in clearing currencies and are, 
accordingly, subject to certain restrictions as stipulated under agreements entered into between VEB and the 
governments of the respective countries issuing the relevant foreign currency. The funds are permitted to be used for the 
purchase of goods and services by Russian importers, which purchase clearing currencies for such purpose in tenders 
organised by VEB under the supervision of the Ministry of Finance. 

LOANS TO CUSTOMERS 

VEB’s loans to customers (before allowance for impairment) increased by 3.9% to RUB 1,002,419 million as at 30 June 
2010 from RUB 964,699 million as at 31 December 2009, principally due to VEB refocusing its activities on its core 
development bank business. 

As at 30 June 2010, the annual contractual interest rates charged by VEB on commercial loans ranged from 3.2% to 
30.0% (as compared to rates ranging from 6.3% to 30.0% as at 31 December 2009) for Rouble-denominated loans; from 
six-month EURIBOR plus 3.2% to 17.0% (as compared to rates ranging from six-month EURIBOR plus 3.2% to 25.0% 
as at 31 December 2009) for Euro-denominated loans; from one-month LIBOR plus 0.7% to 26.0% (as compared to 
rates ranging from one-month LIBOR plus 0.7% to 26.0% as at 31 December 2009) for U.S. Dollar-denominated loans; 
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from 8.9% to 10.8% (as compared to rates ranging from 8.9% to 10.8% as at 31 December 2009) for Sterling-
denominated loans; and from 3.0% to 32.0% (as compared to rates ranging from 3.0% to 52.0% as at 31 December 
2009) for loans denominated in other currencies. 

Loans by Type of Finance 

The following table sets forth a breakdown of VEB’s loans to customers (before allowance for impairment), by type of 
loan, as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 
 

2009 
 

2008 
2007 

(restated) 
 

(RUB 
millions) 

% 
of  

total 
(RUB 

millions) 

% 
of  

total 
(RUB 

millions) 
%  

of total 
(RUB 

millions) 

% 
of 

total 
Commercial loans.................................. 359,868 35.9 307,082 31.8 138,894 18.8 33,041 14.3 
Project finance....................................... 348,235 34.7 313,250 32.5 199,450 27.0 71,311 30.8 
Back-to-back (recovery) finance ........... 213,997 21.4 237,497 24.6 269,668 36.6 — — 
Pre-export finance ................................. 54,374 5.4 80,712 8.4 110,520 15.0 107,588 46.5 
Promissory notes ................................... 14,789 1.5 7,881 0.8 4,000 0.6 2,418 1.0 
Financing of operations with securities . 7,006 0.7 8,286 0.9 1,668 0.2 6,170 2.7 
Reverse repurchase agreements............. 998 0.1 4,606 0.5 57 — 9,693 4.2 
Other...................................................... 3,152 0.3 5,385 0.5 13,229 1.8 1,124 0.5 

Total loans to customers...................... 1,002,419 100.0 964,699 100.0 737,486 100.0 231,345 100.0 
         
Project finance loans increased by 11.2% to RUB 348,235 million as at 30 June 2010 as compared to RUB 313,250 
million as at 31 December 2009. As a percentage of total loans to customers, project finance loans represented 34.7% 
and 32.5% of total loans as at 30 June 2010 and 31 December 2009, respectively. These increases in project finance 
loans, both in absolute terms and as a percentage of total loans to customers, primarily resulted from the ongoing 
growth in VEB’s development bank activities and, in particular, its corresponding focus on providing financial support 
for infrastructure projects in key strategic sectors of the Russian economy.   

As at 30 June 2010, VEB had commercial loans of RUB 359,868 million, representing 35.9% of all loans to customers, 
as compared to RUB 307,082 million, representing 31.8% of all loans to customers, as at 31 December 2009. As a 
development bank, VEB does not itself engage in commercial lending and, accordingly, the increases in commercial 
loans, both in absolute terms and as a percentage of total loans to customers, primarily reflected, as at 30 June 2010, as 
compared to 31 December 2009, the continued overall growth in VEB’s development bank activities through its newly-
acquired banking subsidiaries as these subsidiaries returned to profitability and increased their lending activities. See 
“Business Description of VEB—Principal Subsidiaries and Affiliates” in the Base Prospectus. 

Back-to-back (recovery) finance represents loans made to customers to repay and maintain loans from foreign entities 
collateralised by securities portfolios, using funds deposited by the CBR with VEB in accordance with the Financial 
System Support Law. Back-to-back (recovery) finance loans decreased by 9.9% to RUB 213,997 million as at 30 June 
2010 from RUB 237,497 million as at 31 December 2009, principally due to the repayment of some recovery finance 
and the reduced level of VEB’s anti-crisis financing activities as the Russian economy began to recover. As at 2 
October 2010, all of the back-to-back (recovery) finance loans provided by VEB pursuant to the Financial System 
Support Law to refinance foreign loans of Russian corporate borrowers have been repaid.  See “Recent Developments—
Key State-Owned Vehicle for the Stabilisation of the Russian Economy and Financial System—Recovery Finance—
Refinancing of Foreign Loans” in this Base Prospectus Supplement.   

Pre-export finance decreased by 32.6% to RUB 54,374 million as at 30 June 2010 from RUB 80,712 million as at 31 
December 2009. The decrease in pre-export finance loans as at 30 June 2010 as compared to 31 December 2009, and 
the decrease in this type of finance as a percentage of total loans to customers to 5.4% of total loans as at 30 June 2010 
from 8.4% as at 31 December 2009, primarily reflected continued reduction in demand for this type of finance as the 
competitiveness of Russian industrial exporters has decreased in recent years.  
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Reverse purchase agreements are used by VEB primarily for the purpose of placing temporarily available funds and, 
accordingly, the majority of reverse purchase agreements entered into by VEB are short-term contracts and the 
fluctuations in the amounts of reverse purchase agreements between the reporting dates reflect the timing effect of 
particular transactions. Reverse repurchase agreements decreased to RUB 998 million as at 30 June 2010 from RUB 
4,606 million as at 31 December 2009, primarily reflecting an ordinary course of business decision to place temporary 
funds through the inter-bank lending market rather than through reverse purchase agreements.  See “—Amounts due 
from Credit Institutions” in this Base Prospectus Supplement. 

Loans by Type of Customer 

The following table sets forth a breakdown of VEB’s loans to customers (before allowance for impairment), by type of 
customer, as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB 

millions) 
% of  
total 

(RUB 
millions) 

% of  
total 

(RUB 
millions) 

% of 
total 

(RUB 
millions) 

%of 
total 

Private companies.......................................... 757,607 75.6 710,045 73.6 497,798 67.5 73,840 31.9 
State-controlled companies............................ 198,024 19.8 214,072 22.2 225,343 30.6 152,209 65.8 
Companies under foreign state control .......... 21,578 2.2 16,280 1.7 5,194 0.7 4,280 1.9 
Individuals....................................................  12,493 1.2 13,835 1.4 4,129 0.5 870 0.4 
Regional authorities......................................  8,444 0.8 6,562 0.7 3,773 0.5 42 — 
Foreign states................................................  2,712 0.3 2,723 0.3 798 0.1 — — 
Individual entrepreneurs ...............................  1,561 0.1 1,182 0.1 451 0.1 104 — 

Total loans to customers.............................  1,002,419 100.0 964,699 100.0 737,486 100.0 231,345 100.0 
         
As at each of 30 June 2010 and 31 December 2009, loans to customers principally comprised loans to private 
companies and loans to State-controlled entities, both for development purposes and as a result of VEB’s recovery 
finance activities in support of the Russian economy following the global financial crisis. Although continuing to 
comprise a significant portion of total loans to customers, loans to private companies increased by 6.7% to RUB 
757,607 million as at 30 June 2010 from RUB 710,045 million as at 31 December 2009, principally as a result of the 
continued overall growth in VEB’s development bank activities through its banking subsidiaries as these subsidiaries 
returned to profitability and increased their lending activities. 

VEB’s customer base includes many of Russia’s largest banking institutions and corporations, some of which are 
owned and controlled by the Russian Government. See “Related Party Transactions” in the Base Prospectus. Although 
continuing to comprise a significant portion of total loans to customers, loans to State-controlled companies decreased 
by 7.5% to RUB 198,024 million as at 30 June 2010 from RUB 214,072 million as at 31 December 2009. Fluctuations 
in the levels of loans provided to different types of customers occur in the ordinary course of VEB’s business. The 
decrease in loans to State-controlled companies as at 30 June 2010, as compared to 31 December 2009, was primarily 
attributable to the repayment of loans by State-controlled entities in accordance with their terms, including the 
scheduled amortisation of a large loan by one State-controlled borrower. As a percentage of total loans, this type of 
finance also decreased to 19.8% of total loans as at 30 June 2010 from 22.2% of total loans as at 31 December 2009, 
primarily as a result of VEB’s renewed focus on its core development bank activities and the related provision of 
significant financing for several large-scale infrastructure and investment projects.   

Loans to individuals include loans extended by VEB’s banking subsidiaries only as VEB itself does not engage in retail 
lending activities. Loans to individuals decreased by 9.7% as at 30 June 2010 to RUB 12,493 million from RUB 13,835 
million as at 31 December 2009, principally due to the increased focus on corporate lending by VEB’s subsidiaries.  
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Loans by Economic Sector 

The following table sets forth a breakdown of VEB’s loans to customers (before allowance for impairment), by 
economic sector, as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 
 

2009 
 

2008 
2007 

(restated) 
 (RUB 

millions) 
% 

of  total 
(RUB 

millions) 
% 
of  

total 

(RUB 
millions) 

%  
of total 

(RUB 
millions) 

% 
of 

total 
Construction and reconstruction .............................  221,424 22.1 196,561 20.4 140,606 19.1 12,782 5.5 
Manufacturing, heavy machinery and military.......  160,739 16.0 153,786 15.9 111,314 15.1 53,654 23.2 
Metallurgy ...............................................................  151,283 15.1 174,319 18.1 163,623 22.2 — — 
Finance companies..................................................  95,263 9.5 77,047 8.0 37,535 5.1 31,857 13.8 
Telecommunication.................................................  74,426 7.4 65,645 6.8 74,824 10.1 3,404 1.5 
Oil and gas ..............................................................  71,200 7.1 89,129 9.2 129,257 17.5 109,156 47.2 
Trade .......................................................................  56,716 5.7 48,351 5.0 13,812 1.9 2,845 1.2 
Agriculture ..............................................................  43,452 4.3 41,527 4.3 15,122 2.1 8,182 3.5 
Energy .....................................................................  41,354 4.1 37,922 4.0 10,719 1.5 5,648 2.4 
Transportation .........................................................  23,790 2.4 23,978 2.5 15,477 2.1 1,269 0.5 
Individuals...............................................................  12,493 1.3 13,835 1.4 4,129 0.5 870 0.4 
Regional authorities ................................................  8,444 0.8 6,562 0.7 3,773 0.5 42 — 
Logistics ..................................................................  6,484 0.7 5,988 0.6 2,564 0.3 — — 
Foreign state ............................................................  2,712 0.3 2,723 0.3 798 0.1 — — 
Mass media .............................................................  139 — 105 0.0 2,295 0.3 717 0.3 
Other........................................................................  32,500 3.2 27,221 2.8 11,638 1.6 919 0.5 

Total loans to customers.......................................  1,002,419 100.0 964,699 100.0 737,486 100.0 231,345 100.0 
         

Loans to customers show concentrations in the construction and reconstruction, metallurgy, manufacturing, heavy 
machinery and military, finance, telecommunication, oil and gas and trade sectors. As a percentage of all loans to 
customers, as at 30 June 2010, as compared to 31 December 2009, loans to customers in the construction and 
reconstruction, manufacturing, heavy machinery and military, finance, telecommunications and trade sectors have 
increased, whilst loans to customers in the metallurgy and oil and gas sectors have decreased.   

Loans to the construction and reconstruction sector increased by 12.6% to RUB 221,424 million, representing 22.1% of 
total loans to customers, as at 30 June 2010 from RUB 196,561 million, representing 20.4% of total loans to customers, 
as at 31 December 2009, principally due to VEB’s renewed focus in 2010 on its core development bank lending 
activities, which involve the provision of significant financing for several large-scale infrastructure and investment 
projects that are included in the construction and reconstruction sector. 

Loans to the manufacturing, heavy machinery and military sector increased by 4.5% to RUB 160,739 million as at 30 
June 2010 from RUB 153,786 million as at 31 December 2009.  This increase in loans to the manufacturing, heavy 
machinery and military sector, in absolute terms, was principally due to VEB’s renewed focus in 2010 on its core 
development bank lending activities, which involve the provision of financing to large industrial companies, although 
loans to the manufacturing, heavy machinery and military sector were relatively stable as a percentage of total loans to 
customers at 16.0% as at 30 June 2010, as compared to 15.9% as at 31 December 2009. 

Loans to the metallurgy sector decreased in absolute terms by 13.2% to RUB 151,283 million as at 30 June 2010 from 
RUB 174,319 million as at 31 December 2009.  On 1 October 2010, a leading Russian metallurgy company, 
UC RUSAL repaid in full the recovery finance loan provided to it by VEB in the amount of U.S.$4,617 million, 
together with all accrued interest.  

Loans to the oil and gas sector decreased as a percentage of total loans to customers to 7.1% as at 30 June 2010 from 
9.2% as at 31 December. In absolute terms, these loans decreased to RUB 71,200 million as at 30 June 2010 from RUB 
89,129 million as at 31 December 2009. These decreases, both in absolute terms and as a percentage of all loans to 
customers, as at 30 June 2010, as compared to 31 December 2009, were principally due to the amortisation of a large 
loan by a State-controlled oil and gas company in accordance with its terms.  In addition, in July and August 2010, 
Gazpromneft repaid in full the recovery finance loans provided to it by VEB in the aggregate amount of U.S.$757 
million, together with all accrued interest. 
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Loans to finance companies increased by 23.6% to RUB 95,263 million, representing 9.5% of total loans to customers, 
as at 30 June 2010 from RUB 77,047 million, representing 8.0% of total loans to customers, as at 31 December 2009.  
These increases in loans to finance companies, in both absolute terms and as a percentage of total loans, reflected the 
provision of an increased level of project financing through intermediary finance companies as at 30 June 2010, as 
compared to 31 December 2009.  

Loans to the telecommunications sector increased by 13.4% to RUB 74,426 million, representing 7.4% of total loans to 
customers, as at 30 June 2010 from RUB 65,645 million, representing 6.8% of total loans to customers, as at 31 
December 2009. The increase for the six months ended 30 June 2010 primarily relates to the growth in the business of 
Sviaz-Bank as it returned to profitability, as this subsidiary provides significant financing to telecommunications 
companies in the ordinary course of its business. On 26 August 2010, Eco Telecom repaid in full the recovery finance 
loan provided to it by VEB in the amount of U.S.$1,507 million, together with all accrued interest. 

Loans to the trade sector increased by 17.3% to RUB 56,716 million, representing 5.7% of total loans to customers, as 
at 30 June 2010 from RUB 48,351 million representing 5.0% of total loans to customers as at 31 December 2009.  This 
increase, both in absolute terms and as a percentage of total loans to customers, primarily reflected the continued overall 
growth in VEB’s development bank activities through its banking subsidiaries as these subsidiaries returned to 
profitability and increased their lending activities. 

Loans by Currency 

The following table sets forth a breakdown of VEB’s loans to customers (before allowance for impairment), by 
currency, as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB 

millions) 
% 
of  

total 

(RUB 
millions) 

% 
of  

total 

(RUB 
millions) 

%  
of 

total 

(RUB 
millions) 

% 
of 

total 
Rouble .................................................................  361,139 36.0 321,711 33.3 205,728 27.9 27,303 11.8 
U.S. Dollar ..........................................................  519,955 51.9 516,558 53.5 482,663 65.4 186,404 80.6 
Euro .....................................................................  56,798 5.7 61,147 6.3 42,766 5.8 15,032 6.5 
Other currencies ..................................................  64,527 6.4 65,283 6.9 6,329 0.9 2,606 1.1 

Total loans to customers.......................................  1,002,419 100.00 964,699 100.0 737,486 100.0 231,345 100.0 
         

As at 30 June 2010, VEB’s loan portfolio was denominated 51.9% in U.S. Dollars and 36.0% in Roubles, as compared 
to 53.5% in U.S. Dollars and 33.3% in Roubles as at 31 December 2009. The high percentage of U.S. Dollar loans as at 
both 30 June 2010 and 31 December 2009 reflected VEB’s provision of project finance loans to Russian corporate 
entities for the purchase of foreign equipment and loans to support export contracts, most of which are denominated in 
U.S. Dollars.  Notwithstanding the continued provision of such large loans in U.S. Dollars, Rouble-denominated loans 
increased, both in absolute terms and as a percentage of total loans to customers, as at 30 June 2010 as compared to 31 
December 2009, primarily due to the growth in VEB’s development bank lending activities in the Russian Federation. 

Loans by Maturity 

The following table sets forth a breakdown of VEB’s loans to customers (net of allowance for impairment), by 
remaining maturity, as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB 

millions) 
% of  
total 

(RUB 
millions) 

% of  
total 

(RUB 
millions) 

% of 
total 

(RUB 
millions) 

% of 
total 

Up to 1 month .....................................................  26,851 3.1 24,368 2.9 9,692 1.3 15,698 6.9 
1 to 6 months.......................................................  295,393 33.8 88,636 10.5 89,836 12.4 32,031 14.1 
6 to 12 months.....................................................  95,112 11.0 285,608 33.9 303,689 41.9 39,527 17.3 
Over 1 year..........................................................  443,097 50.8 444,841 52.7 322,423 44.4 140,731 61.7 
No stated maturity...............................................  11,607 1.3 85 0.0 — — 31 0.0 

Total loans to customers, net ...............................  872,060 100.00 843,538 100.0 725,640 100.0 228,018 100.0 
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Due to the nature of its activities both as a development bank and as one of the key State-owned vehicles for the 
stabilisation of the Russian economy and financial system, loans to customers are predominantly long-term, with loans 
with maturities of more than one year comprising 50.8% and 52.7% of all loans to customers as at 30 June 2010 and 31 
December 2009, respectively. 

Loans with a maturity from 1 to 6 months increased by RUB 206,757 million to RUB 295,393 million as at 30 June 
2010 from 88,636 million as at 31 December 2009, and comprised 33.8% and 10.5% of total loans to customers, as at 
30 June 2010 and 31 December 2009, respectively, while loans with a maturity from 6 to 12 months decreased by RUB 
190,496 million to RUB 95,112 million as at 30 June 2010 from 285,608 million as at 31 December 2009, and 
comprised 11.0% and 33.9% of total loans to customers, as at 30 June 2010 and 31 December 2009, respectively.  This 
shortening of the maturity profile of VEB’s loan portfolio principally reflected the ageing of recovery finance loans as 
these generally neared their respective maturities. 

Borrower Concentration 

Loans outstanding to VEB’s three largest borrowers aggregated to RUB 331,727 million and RUB 311,696 million, and 
comprised 33.1% and 32.3% of total loans to customers, as at 30 June 2010 and 31 December 2009, respectively.  

As at 30 June 2010, the loans to VEB’s three largest borrowers included (i) a group of related loans to a leading group 
of Russian metallurgy companies (UC RUSAL) in the aggregate amount of RUB 149,606 million and comprising 
14.9% of all loans to customers; (ii) a group of loans to an associate of VEB, in the amount of RUB 134,832 million 
and comprising 13.5% of all loans to customers, a portion of the proceeds of which was applied to finance such 
associate’s purchase of real estate and other assets from certain borrowers of GLOBEXBANK to permit such borrowers 
to repay obligations owed by them to GLOBEXBANK in connection with the rehabilitation of GLOBEXBANK to 
restore its financial viability following the global financial crisis; and (iii) a loan to a leading Russian 
telecommunications company (Eco Telecom) in the amount of RUB 47,289 million and comprising 4.7% of VEB’s 
loan portfolio. As at 30 June 2010, VEB recorded allowance for impairment of these loans to its three largest borrowers 
in an aggregate amount of RUB 41,236 million, of which RUB 40,920 million was recorded in respect of the loans to an 
associate to finance the purchase of real estate and other assets from certain borrowers of GLOBEXBANK.  
Notwithstanding this provision, VEB has significant further exposure associated with these loans since the current fair 
value of the purchased assets remains lower than the purchase price paid as a result of the continuing impact of the 
global financial crisis on real estate values. Since 30 June 2010, UC RUSAL and Eco Telecom have repaid two of these 
three largest loans, which comprised back-to-back (recovery) finance loans.  See “Recent Developments—Key State-
Owned Vehicle for the Stabilisation of the Russian Economy and Financial System—Recovery Finance—Refinancing of 
Foreign Loans” in this Base Prospectus Supplement.  

As at 31 December 2009, the loans to VEB’s three largest borrowers included (i) the group of related loans to UC 
RUSAL in the aggregate amount of RUB 143,905 million and comprising 14.9% of all loans to customers; (ii) the 
group of loans to an associate of VEB to finance such associate’s purchase of real estate and other assets from certain 
borrowers of GLOBEXBANK, in the amount of RUB 121,760 million and comprising 12.6% of all loans to customers; 
and (iii) the loan to a leading Russian telecommunications company in the amount of RUB 46,031 million and 
comprising 4.8% of VEB’s loan portfolio. As at 31 December 2009, VEB recorded allowance for impairment of these 
loans to its three largest borrowers in an aggregate amount of RUB 37,583 million, of which RUB 37,370 million was 
recorded in respect of the loans to VEB’s associate. Notwithstanding this provision, VEB has significant further 
exposure associated with these loans since the current fair value of the purchased real estate and other assets is less than 
the purchase price paid as a result of the continuing impact of the global financial crisis on real estate values. 

In addition to the loans to VEB’s three largest borrowers, VEB had outstanding loans to ten further major borrowers or 
groups of related borrowers in the aggregate amount of RUB 204,598 million and RUB 240,050 million, and 
comprising 20.4% and 24.9% of total loans to customers, as at 30 June 2010 and 31 December 2009, respectively. As at 
30 June 2010 and 31 December 2009, VEB had recorded allowance for impairment of these loans to its ten next largest 
borrowers in a total amount of RUB 15,206 million and RUB 7,946 million, respectively. 
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Loans by Geographic Location 

As at each of 30 June 2010 and 31 December 2009, 88.5% of total loans to customers were comprised of loans to 
companies operating in the Russian Federation. This significant geographic concentration reflects VEB’s roles as both 
the principal development bank in the Russian Federation and one of the key State-owned vehicles for the stabilisation 
of the Russian economy and financial system in accordance with the Financial System Support Law. Most of VEB’s 
loans to non-Russian borrowers are held by Prominvestbank and Belvnesheconombank, VEB’s Ukrainian and 
Belarusian (respectively) banking subsidiaries. 

SECURITIES PORTFOLIO 

Overview 

VEB’s securities portfolio comprised 21.9% and 21.7% of VEB’s total assets as at 30 June 2010 and 31 December 
2009, respectively. This portfolio is divided among financial assets at fair value through profit or loss, securities 
available-for-sale and securities held-to-maturity. Financial assets at fair value through profit or loss principally include 
financial assets classified as held for trading. Financial assets are classified as held for trading if they are acquired 
principally for the purpose of generating a profit from short-term fluctuations in price or dealers’ margin and include 
derivatives. Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as 
held-to-maturity when VEB has the positive intention and ability to hold them to maturity.  Available-for-sale financial 
assets are those non-derivative financial assets that are designated as available-for-sale or are not classified as financial 
assets at fair value through profit or loss, held-to-maturity investments or loans and receivables. See Note 2 of the 2009 
IFRS Financial Statements in the Base Prospectus and Note 12 of the Unaudited Interim IFRS Financial Statements in 
this Base Prospectus Supplement. 

Financial Assets at Fair Value through Profit or Loss 

The following table sets forth a breakdown of VEB’s trading portfolio of financial assets at fair value through profit or 
loss as at the dates indicated: 

 As at As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB millions) 
Trading securities ..........................................................  40,141 47,546 48,056 39,722
Trading securities pledged under repurchase 
agreements ...................................................................  — — 3,444 — 

Derivative financial assets .............................................  2,161 2,214 2,970 248
Financial assets designated as at fair value through 
profit or loss.................................................................  25,947 1,747 1,063 753

Financial assets at fair value through profit or loss..  68,249 51,507 55,533 40,723
     
Financial assets at fair value are predominantly comprised of trading securities and, as at 30 June 2010, also reflected a 
positive revaluation of a derivatives contract.  
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Trading Securities  

The following table sets forth a breakdown of VEB’s trading portfolio of financial assets at fair value through profit or 
loss as at the dates indicated:  

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB millions) 
Debt securities  
Eurobonds issued by the Russian Federation ...............  14,496 13,374 19,153 13,301
Corporate, municipal and sub-federal bonds .................  11,825 11,228 1,453 1,286
Eurobonds of Russian and foreign issuers ....................  1,935 3,145 2,679 3,376
Federal Loan Bonds (OFZ)...........................................  274 640 783 304
Russian Ministry of Finance bonds, Tranche V............  — — — 3,512
Russian Ministry of Finance bonds, Tranche VII .........  — — — 76
Promissory notes...........................................................  — 140 — —
Debt instruments issued by foreign government bodies — 94 91 314
 28,530 28,621 24,159 22,169
Equity securities  
Shares ...........................................................................  11,611 18,925 23,897 17,553 

Trading securities .......................................................  40,141 47,546 48,056 39,722 
     

As at 30 June 2010, trading securities were comprised 71.1% (as compared to 60.2% as at 31 December 2009) by debt 
securities and 28.9% (as compared to 39.8% as at 31 December 2009) by equity securities. Historically, debt trading 
securities, in turn, have included principally Russian sovereign Eurobonds, which comprised 50.8% of total debt 
securities as at 30 June 2010 (as compared to 46.7% as at 31 December 2009), as well as corporate, municipal and sub-
federal bonds, which comprised 41.4% of total debt securities as at 30 June 2010 (as compared to 39.2% as at 31 
December 2009). 

The following table sets forth the nominal interest rates and maturities of VEB’s debt trading securities as at the dates 
indicated: 

 As at  
30 June 2010 

 
As at 31 December 

  (Unaudited) 2009 2008 2007 
 % Maturity % Maturity % Maturity % Maturity 
Eurobonds issued by the 

Russian Federation ..............  
3.6% - 
12.8.% 

April 2015 - 
March 2030 

7.5% - 
12.8% 

June 2028 - 
March 2030 

7.5% - 
12.8% 

June 2028 -  
March 2030 

7.5% - 
12.8% 

March 2010 - 
March 2030 

Corporate, municipal and 
sub-federal bonds ................  

6.5% - 
18% 

July 2011 - 
June 2022 

7.4% - 
18% 

March 2010 - 
November 

2019 

7.4% - 
22% 

January 2009 - 
December 

2013 

5.9% - 
11% 

April 2008 - 
September 

2017 
Eurobonds of Russian and 

foreign issuers .....................  
3.7% - 

8.6% 
October 2010 - 

July 2035 
6.3% - 

9.3% 
February 

2010 – July 
2035 

6.3% - 
9.8% 

September 
2009 – July 

2035 

6.3% - 
10.3% 

January 2008 - 
July 2035 

Federal Loan Bonds...............  6.1% - 
12 % 

July 2013 - 
August 2014 

6.1% - 
8.5 % 

July 2013 – 
February 

2036 

6.9% - 
10% 

July 2010 - 
September 

2029 

Up to 
10% 

September 
2008 - 

September 
2029 

Debt instruments issued by 
foreign government bodies..  

— — 3.8% January 2017 3.8% January 2017 3.8% - 
4.8% 

January 2017 
- February 

2037 
MinFin Bonds Tranche V......  — — — — — — 3% May 2008 
MinFin Bonds Tranche VII ...  — — — — — — 3% May 2011 
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Financial Assets at Fair Value through Profit or Loss 

Financial assets designated as at fair value through profit or loss include primarily equity securities of Russian 
companies.  As at 30 June 2010, VEB had financial assets designated as at fair value through profit or loss of RUB 
25,947 million, of which RUB 24,083 million represented the fair value of shares of a Russian company underlying an 
option agreement entered into with such company in the first half of 2010, which is economically related to VEB’s 
purchase of such shares to finance a large-scale infrastructure project.  

Available-for-Sale Securities 

The following table sets forth VEB’s available-for-sale securities as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB 

millions) 
% 
of  

total 

(RUB 
millions) 

% 
of  

total 

(RUB 
millions) 

%  
of 

total 

(RUB 
millions) 

% 
of 

total 
Debt Securities         
Corporate, municipal and sub-federal bonds..........  145,282 79.3 136,554 79.3 57,456 76.1 8,527 24.9 
Eurobonds of Russian and foreign issuers..............  22,859 12.5 23,793 13.8 13,767 18.2 15,767 46.0 
Promissory notes .....................................................  13,324 7.3 10,154 5.9 1,322 1.8 3,410 9.9 
Debt instruments issued by foreign government 

bodies....................................................................  1,275 0.7 1,273 0.7 2,729 3.6 3,377 9.8 
Russian MinFin bonds ...........................................  380 0.2 317 0.2 — — — — 
         
Federal Loan Bonds ................................................  142 0.0 200 0.1 229 0.3 3,219 9.4 
Eurobonds issued by the Russian Federation .........  1 0.0 1 0.0 1 0.0 — — 

 183,263 100.0 172,292 100.0 75,504 100.0 34,300 100.0 
Equity Securities       
Shares ......................................................................  153,465 100.0 160,561 100.0 153,105 100.0 33,250 100.0 
Less: Provision for impairment ..............................  (244)  (114)  (2)  (8)  
 153,221  160,447  153,103  33,242  
Securities pledged under repurchase 

agreements         
Russian MinFin bonds ............................................  2,309 55.3 — — — — — — 
Eurobonds of Russian and foreign issuers..............  1,198 28.7 — — — — — — 
Corporate, municipal and sub-federal bonds..........  503 12.0 951 7.1     
Shares ......................................................................  169 4.0 12,377 92.9 — — — — 

Available-for-sale securities .................................  4,179 100.0 13,328 100.0 — — — — 

 340,663  346,067  228,607  67,542  
        

VEB’s portfolio of available-for-sale securities also includes both debt and equity securities. As at 30 June 2010 and as 
at 31 December 2009, debt securities available-for-sale included predominantly corporate, municipal and sub-federal 
bonds. 
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The following table sets forth the nominal interest rates and maturities of VEB’s available-for-sale debt securities as at 
the dates indicated: 

 As at  
30 June 2010 

 
As at 31 December 

  (Unaudited) 2009 2008 2007 
 % Maturity % Maturity % Maturity % Maturity 
Corporate, municipal and sub-

federal bonds....................................
6.5%- 

19% 
July 2010 – 
September 

2028 

7%- 
25% 

January 2010 – 
September 2028 

6.7%-
21% 

January 2009 - 
March 2040 

5.9%-
14.5% 

June 2008 – 
September 2017 

Eurobonds of Russian and foreign 
issuers...............................................

2.1%- 
10.8% 

August 2010 – 
August 2037 

2.3%- 
11.2% 

January 2010 – 
August 2037 

3.9%-
11.7% 

February 2009-
August 2037 

6.1%- 
14.% 

June 2008 - 
August 2037 

Promissory notes ................................ 0%- 
14.1% 

July 2010 – 
October 2011 

8.2%- 
18% 

January 2010 – 
December 2010 

8.9%-
18.6% 

February 2009 – 
August 2009 

7.7%- 
19.4% 

January 2008 - 
March 2009 

Debt instruments issued by foreign 
government bodies...........................

12.5% September 
2013 

3.1%- 
4% 

January 2015 – 
November 2018 

0%-5% January 2009 – 
January 2018 

0%- 
11% 

January 2008 – 
November 2017 

Russian MinFin bonds ....................... 3% May 2011 3% May 2011 — — — — 
Federal Loan Bonds ........................... 7.0%- 

10.0% 
July 2010 – 

August 2018 
5.8%- 
10.0% 

January 2010 – 
August 2018 

5.8%-
10% 

January 2010 – 
August 2018 

6.3%- 
10.0% 

March 2008 - 
August 2016 

Eurobonds issued by the Russian 
Federation ........................................

7.5% March 2030 7.5%- 
8.3% 

March 2010 – 
March 2030 

7.5%-
8.3% 

March 2010 – 
March 2030 

— — 

       

Held-to-Maturity Securities 

The following table sets forth VEB’s investment securities held-to-maturity as at the dates indicated:  

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 Book Value Book Value Book Value Book Value 

 (RUB millions) 
Eurobonds of Russian and foreign issuers ..............  17,917 19,506 10,086 — 
Corporate, municipal and sub-federal bonds ..........  3,342 824 1,407 — 
Debt instruments issued by foreign government 

bodies....................................................................  2,273 1,920 — — 
Federal Loan Bonds................................................  51 51 52 — 
Promissory notes ......................................................  29 342 302 — 
Total .......................................................................  23,612 22,643 11,847 — 
Less allowance for impairment...............................  (82) (277) (95) — 
 23,530 22,366 11,752 — 
Held-to-maturity securities pledged under 

repurchase agreements     
Corporate, municipal and sub-federal bonds ..........  453 — — — 
Held-to-maturity securities ..................................  23,983 22,366 11,752 — 
     
Held-to-maturity securities increased by RUB 1,647 million to RUB 23,983 as at 30 June 2010 from RUB 22,366 
million as at 31 December 2009, principally as a result of purchases by VEB’s subsidiaries of held-to-maturity 
securities in the ordinary course of business. 

The following table sets forth the nominal interest rates and maturities of VEB’s held-to-maturity debt securities as at 
the dates indicated:  

 As at  
30 June 2010 As at 31 December 

  (Unaudited) 2009 2008 2007 
 % Maturity % Maturity % Maturity % Maturity 

Eurobonds of Russian and 
foreign issuers.........................  

2.4%-
9.6% 

February 2011 -
January 2013 

2.6%-
9.6% 

May 2010 -
February 2016 

4.6%-
10.9% 

March 2009 -
May 2012 

— — 

Corporate, municipal and sub-
federal bonds...........................  

7.4%-
13% 

October 2011 -
September 2020 

7.4%-
13% 

February 2009 -
June 2013 

7.4%-
12.3% 

February 2009 - 
June 2013 

— — 

Debt instruments issued by 
foreign government bodies .....  

9.6% July 2010 -
August 2010 

— January 2010 — — — — 

Federal Loan Bonds (OFZs) ........  8% August 2012 8% August 2012 9% August 2012 — — 

Promissory notes..........................  
— October 2010 - 

February 2011  
0% -
8.7% 

January 2010 - 
December 2010 

— January 2010 — — 
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SOURCES OF FUNDING 

Overview 

VEB’s principal sources of funding include amounts due to credit institutions, amounts due to the Russian Government 
and the CBR, amounts due to customers and amounts derived from the issuance of debt securities. VEB has been 
principally dependent upon capital and other contributions, loans and deposits from the Russian Government 
(principally comprising funds of the NWF) and the CBR for its funding. See “Risk Factors—VEB could be adversely 
affected if it does not continue to receive funding from the Russian Government and the CBR” in the Base Prospectus. 
Under the Development Bank Law, VEB is also entitled to raise funds through the issuance of bonds and other 
securities on domestic and foreign markets, as well as syndicated and bilateral loans denominated in both Roubles and 
foreign currencies.  

Amounts Due to Credit Institutions 

The following table sets forth the breakdown of amounts due to credit institutions as at the dates indicated: 
As at 31 December  As at 

30 June 2010 
(Unaudited) 2009 2008 

2007 
(restated) 

 (RUB millions) 
Correspondent loro accounts from 
credit institutions .........................  14,111 13,795 148,361 10,698 

Loans and other placements from 
credit institutions .........................  202,236 186,352 222,434 207,527 

Fiduciary deposits from Russian 
credit institutions .........................  34 30 304 — 

Repurchase agreements .................  2,705 960 2,361 — 
Total due to credit institutions....  219,086 201,137 373,460 218,225 
     
Amounts due to credit institutions represented 14.3% and 13.6% of VEB’s total liabilities as at 30 June 2010 and 31 
December 2009, respectively. In absolute terms, amounts due to credit institutions increased by 8.9% to RUB 219,086 
million as at 30 June 2010 from RUB 201,137 million as at 31 December 2009, principally as a result of the continued 
overall growth in VEB’s development bank activities through its banking subsidiaries as these subsidiaries returned to 
profitability and increased their lending activities.  

Bilateral and Syndicated Loans  

Bilateral and syndicated loans are a key source of funding for VEB, with amounts outstanding under such loans 
representing 13.2% and 12.6% of total liabilities as at 30 June 2010 and 31 December 2009, respectively.  See “Certain 
Statistical Data and Other Information—Sources of Funding—Bilateral and Syndicated Loans” in the Base Prospectus 
and “Capitalisation” in this Base Prospectus Supplement. 

VEB is subject to a number of financial ratios and other restrictive covenants under certain of its bilateral and 
syndicated loan facilities. VEB’s management believes that VEB is in compliance with all such financial tests and 
covenants as at the date of this Base Prospectus Supplement. 

Amounts Due to the Russian Government and the CBR  

In addition to direct capital contributions (see “Status as a State Corporation and Related Regulatory Environment—
Relationship with the Russian Government—Charter Capital” in the Base Prospectus), the Russian Government also 
supports VEB by placing unsecured deposits (principally comprising funds of the NWF). The CBR also places funds on 
deposit with VEB. As at the date of this Base Prospectus Supplement, deposits from the Russian Government 
(principally comprising funds of the NWF) and from the CBR comprise VEB’s primary sources of funding, together 
representing 65.1% and 66.5% of total liabilities as at 30 June 2010 and 31 December 2009, respectively.  
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The following table sets forth a breakdown of funds provided to VEB by the Russian Government and its authorised 
institutions (including the CBR) as at the dates indicated: 

 As at  As at 31 December 
 30 June 2010 

(Unaudited) 
 

2009 
 

2008 
2007 

(restated) 
 (RUB 

millions) 
% 
of  

total 

(RUB 
millions) 

% 
of  

total 

(RUB 
millions) 

%  
of 

total 

(RUB 
millions) 

% 
of 

total 
Interest-bearing loans and deposits from the 

Ministry of Finance of the Russian Federation..... 529,058 52.9 501,455 50.8 404,187 44.2 — — 
Interest-bearing deposits from the CBR .................. 427,583 42.8 446,151 45.2 482,140 52.8 443 0.7 
Settlements related to redemption of Russian 

Government loans.................................................. 41,082 4.1 38,005 3.8 25,245 2.8 28,356 47.5 
Current accounts in precious metals ........................ 180 0.1 166 — 1,141 0.1 1,470 2.5 
External debt payment funds ................................... 177 — 696 0.1 780 0.1 1,913 3.2 
Special purpose funds .............................................. 921 0.1 771 0.1 302 0.0 27,429 46.0 
Current accounts of the Russian Government ......... 649 — 319 — 94 — 71 0.1 

Total......................................................................... 999,650 100.0 987,563 100.0 913,889 100.0 59,682 100.0 
         

Interest-bearing loans and deposits from the Ministry of Finance of the Russian Federation  

As at 30 June 2010 and 31 December 2009, interest-bearing loans and deposits from the Ministry of Finance of the 
Russian Federation in the respective amounts of RUB 529,058 million and RUB 501,455 million included RUB 
411,516 and RUB 410,554, respectively, of Rouble-denominated deposits (principally comprised of funds of the NWF) 
placed with VEB to provide subordinated loans to qualifying banks requiring capital adequacy support under the 
Financial System Support Law. Additionally, interest-bearing loans and deposits from the Ministry of Finance of the 
Russian Federation included funds intended to finance credit institutions and legal entities supporting SMEs and, as at 
30 June 2010, funds to finance certain investment projects.  

Interest-bearing deposits from the CBR  

Interest-bearing deposits due to the CBR decreased by 4.2% to RUB 427,583 million from RUB 446,151 million as at 
31 December 2009, principally due to the repayment in 2009 and in the first six months of 2010 of some of the deposits 
that had been received by VEB from the CBR in order to extend back-to-back (recovery) finance loans to Russian 
corporate borrowers as these loans were repaid to VEB.  Some of the CBR deposits had also been repaid in 2009 as the 
back-to-back (recovery) loans to customers were repaid, whilst the balance of these deposits in the amount of 
U.S.$6,398 million (RUB 193,510 million) was rolled-over for another year.  Since 30 June 2010, VEB repaid 
additional deposits to the CBR, in an aggregate amount of U.S.$6,911 million, following the repayment of the related 
back-to-back (recovery) finance loans provided by VEB pursuant to the Financial System Support Law using such 
funds.  As at 2 October 2010, VEB had repaid all of the deposits received from the CBR under the Financial System 
Support Law, which VEB had the right to utilise solely to provide the back-to-back recovery (finance) loans that have 
been repaid.  See “Business Description of VEB—Support Key State-owned Vehicle for Stabilisation of the Russian 
Economy and Financial System—Recovery Finance” in the Base Prospectus.   

As at 30 June 2010, interest-bearing deposits from the CBR included (i) special purpose Rouble-denominated deposits 
in the aggregate amount of RUB 87,823 million (as compared to RUB 87,835 million as at 31 December 2009) 
maturing in October 2011, which VEB has the right to utilise to provide financial support to GLOBEXBANK; and (ii) 
special purpose Rouble-denominated deposits in the aggregate amount of RUB 125,075 million (as compared to RUB 
121,383 million as at 31 December 2009) maturing between July 2011 and September 2011, which VEB has the right to 
utilise to provide financial support to Sviaz-Bank. Each of these deposits was made to stabilise the respective banks’ 
operations and ensure compliance with all obligations to customers and counterparties. These deposits have been 
secured at interest rates below market level. 
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Amounts Due to Customers 

The following table sets forth a breakdown of amounts due to customers, by type of customer, as at the dates indicated: 

 As at As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB millions) 
State and State-controlled companies ........................ 80,610 69,486 61,715 21,224 
Private companies...................................................... 66,612 64,315 36,157 11,400 
Employees and other individuals ............................... 75,686 65,738 11,336 5,863 
Companies under foreign state control ...................... 3,589 2,684 2,133 817 
Total .......................................................................... 226,497 202,223 111,341 39,304 
     
Amounts due to customers increased by 12.0% to RUB 226,497 million as at 30 June 2010, as compared to RUB 
202,223 million as at 31 December 2009, largely reflecting the growth in the businesses of Prominvestbank and 
GLOBEXBANK, as these subsidiary banks returned to profitability and increased their lending activities.  

In particular, amounts due to State-controlled companies increased by 16% to RUB 80,610 million as at 30 June 2010, 
as compared to RUB 69,486 million as at 31 December 2009. This increase in amounts due to State-controlled 
companies primarily reflects fluctuations in the ordinary course of VEB’s business.  Amounts due to private companies 
increased by 3.6% to RUB 66,612 million as at 30 June 2010 from RUB 64,315 million as at 31 December 2009. This 
increase principally reflected the overall growth in VEB’s business and the related increase in the number of its 
customers due to its renewed focus on its core development banking activities.  Amounts due to employees and other 
individuals are largely amounts held through VEB’s banking subsidiaries and, accordingly, the increase in such 
amounts as at 30 June 2010, as compared to 31 December 2009, is principally a result of the continued overall growth 
in VEB’s development bank activities through its banking subsidiaries as these subsidiaries returned to profitability and 
increased their lending activities. 

The following table sets forth a breakdown of VEB’s amounts due to customers, by type of account, as at the dates 
indicated: 

 As at As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB millions) 
Customer current accounts .......................................  118,324 101,384 76,929 32,376 
Term deposits ...........................................................  106,831 92,772 34,158 6,928 
Repurchase agreements ............................................  1,342 8,067 254 — 
Total due to customers ...........................................  226,497 202,223 111,341 39,304 
     
Customer current accounts increased by 16.7% to RUB 118,32 million as at 30 June 2010 from RUB 101,384 million as 
at 31 December 2009. Similarly, term deposits increased by 15.2% to RUB 106,831 million as at 30 June 2010, as 
compared to RUB 92,772 million as at 31 December 2009. These period-on-period increases in both current accounts 
and term deposits principally reflected the overall growth in VEB’s business activities. 

As at 30 June 2010 and 31 December 2009, term deposits included deposits of individuals in the aggregate amounts of 
RUB 60,300 million and RUB 55,632 million, respectively. In accordance with the Russian Civil Code, VEB and its 
Russian subsidiaries are obliged to repay term deposits of individuals upon demand, whilst, in accordance with 
applicable banking laws in Belarus and Ukraine, respectively, Belvnesheconombank, VEB’s Belarusian banking 
subsidiary, and Prominvestbank, VEB’s Ukrainian banking subsidiary, are obliged to repay term deposits of individuals 
within five days of demand.  
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As at 30 June 2010, term deposits bore interest at annual rates ranging from 0.2% to 20.0% (as compared to rates 
ranging from 0.5% to 19.0% as at 31 December 2009) for U.S. Dollar-denominated deposits; ranging from 1.0% to 
20.0% (as compared to rates ranging from 1.0% to 20.0% as at 31 December 2009) for Euro-denominated deposits; 
ranging from 0.1% to 16.5% (as compared to rates ranging from 1.5% to 17.5% as at 31 December 2009) for Rouble-
denominated deposits; ranging from 4.0% to 19.0% (as compared to rates ranging from 3.0% to 16.5% as at 31 
December 2009) for Belarusian Rouble-denominated deposits; and ranging from 3.0% to 26.5% (as compared to rates 
ranging from 5.0% to 26.5% as at 31 December 2009) for Ukrainian Hryvnia-denominated deposits. In case a term 
deposit is repaid upon demand of the depositor prior to maturity, interest on it is paid based on the interest rate for 
demand deposits, unless a different interest rate is specified in the agreement. 

Debt Securities Issued 

The following table sets forth a breakdown of the principal components of VEB’s debt securities issued for the years 
indicated: 

 As at As at 31 December 
 30 June 2010 

(Unaudited) 2009 2008 
2007 

(restated) 
 (RUB millions) 
Bonds........................................................................  31,082 60,425 2,023 4,270 
Promissory notes.......................................................  10,221 18,429 6,185 5,254 
Certificates of deposit and saving certificates...........  5,164 42 17 14 
Total debt securities issued ....................................  46,467 78,896 8,225 9,538 
     
Debt securities issued decreased by 41.1% to RUB 46,467 million as at 30 June 2010 from RUB 78,896 million as at 31 
December 2009. The decrease in debt securities issued as at 30 June 2010, as compared to 31 December 2009, was 
primarily due to VEB’s repayment of (i) its domestic U.S. Dollar-denominated interest-bearing bonds (series 1) on 3 
June 2010 in the aggregate principal amount of U.S.$2,000 million and (ii) its domestic U.S. Dollar-denominated 
interest-bearing, non-convertible bearer bonds (series 2) on 27 April 2010 in the aggregate principal amount of 
U.S.$1,000 million.  As at each of 30 June 2010 and 31 December 2009, bonds also included bonds issued by VEB’s 
banking subsidiaries. 
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