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BANK FOR DEVELOPMENT IS AN EFFICIENT VEHI-

CLE FOR ADOPTING INVESTMENT DECISIONS THAT 

ARE CRITICALLY IMPORTANT FOR IMPLEMENTING 

LARGE-SCALE PROJECTS IN THE REAL SECTOR OF 

THE ECONOMY. THESE DECISIONS COULD DEFINE 

THE COUNTRY’S FUTURE AND ARE INSTRUMENTAL 

IN ACCOMPLISHING THE GOALS IRRESPECTIVE OF 

THE ECONOMIC ENVIRONMENT. VEB’S PROJECTS 

SERVE AS THE BEST ILLUSTRATION OF HOW THE 

MECHANISM WORKS AND WHAT VALUE IT DELIVERS.
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Honorable colleagues and partners!

Essentially, 2011 was the first year when 
Vnesheconombank started operating as a full-
fledged development bank without having to 
tackle the financial crisis challenges. That ena-
bled us to focus efforts on resolving the major 
tasks related to the Bank’s participation in in-
vestment projects that are materially important 
for the Russian economy, as well as on perform-
ing other functions associated with the status of 
a development institution. The Bank’s endeavors 
had noticeable effect. Indeed, the past year, just 
as the previous ones, witnessed a rich array of 
events.  But I do not think it would be reason-
able to prioritize the importance of the events. 
The matter is that each event was a stage in 
our rise to new heights not only in terms of the 
scope of the tasks addressed, but also in terms 
of efficient fulfillment of functions delegated to 
the Bank. However I would like to single out the 
defining moments and summarize the major re-
sults of the Bank’s activities in 2011.

Let me give you a brief overview of the past 
year. In 2011, Vnesheconombank devised a new 
Development Strategy for the period of up to 
2015. The Strategy is aiming to help fully un-
leash Vnesheconombank’s potential as a bank 
for development. Though the key parameters of 
the document were repeatedly unveiled, their 

significance and scope are such that they de-
serve mentioning once again.

Thus, the target performance indicators for-
mulated in the Strategy for the end of 2015 are 
as follows:

 projected aggregate amount of support 
for Russia’s economy will approximate to RUB 
1.9 trillion or 2.4% of GDP;

 the amount of the Bank’s loan portfo-
lio — RUB 850 bn;

 the amount of support for SMEs — 
RUB 150 bn;

 the amount of support for exports — no 
less than RUB 90 bn;

 the share of innovative projects in the 
Bank’s loan portfolio — 20%.

The VEB Group banks and companies are 
the key instruments to deliver on these ambi-
tious goals. Actually, VEB Group was established 
in the past year and admittedly it was another 
milestone event for the Bank that helped rein-
force the institutional platform for development.

By now, the Bank has become the core ele-
ment of what could be described as an exten-
sive multifunctional development-oriented in-
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frastructure, since it is hard to find a sector of 
economy, in which the Bank’s subsidiaries would 
not be engaged.

In 2011, the newly established Russian Di-
rect Investment Fund (RDIF), the Far East and 
Baikal Region Developoment Fund, the VEB-
Innovations Fund and the Russian Agency for 
Export Credit and Investment Insurance (OJSC 
EXIAR) joined the VEB Group. 

It is these institutions that are charged with 
the challenging tasks of raising FDI for the Rus-
sian economy, developing most economically 
and geo-strategically important Russian terri-
tories, attracting venture investment in innova-
tion-focused Russian companies and assisting 
to promotion of Russian high-tech products to 
foreign markets.

The year saw the continuation of work to 
lay the financial foundations for Vnesheconom-
bank’s participation in new large-scale projects 
in industry and infrastructure. These projects 
could help develop new sources of growth for 
the domestic economy.

In 2011, the loan portfolio of the Bank for 
Development increased by more than 40% to 
exceed RUB 0.5 trillion. The number of invest-
ment projects, which underwent expert evalua-

tion, more than doubled and financing for more 
than 20 projects was commenced.

To illustrate: a project on construction of 
an integrated complex for producing mineral 
fertilizers in Mendeleevsk (Republic of Tatar-
stan), the Taishet aluminum plant, a project on 
establishing a car-making Ford-Sollers Joint 
Venture, a project for construction of a central 
segment of the “Western High-Speed Diameter” 
in St.Petersburgh, provision of a credit facility 
to CJSC Sukhoy Civil Aircraft for the Sukhoy 
Superjet 100 project. It is worth noting that 
Vnesheconombank’s commitment in each of the 
projects is no less than RUB 25 bn.

We recognize that commencement of com-
mercial operation of a serial Sukhoi Superjet 
100 aircraft was a hallmark event of 2011.

Despite the volatility and certain predicaments 
in the global financial markets, Vnesheconom-
bank managed to fully fulfill the task of raising 
investment for key industry sectors. Admittedly, 
launching in 2011 of a 3-year USD 2.45 bn syn-
dicated loan facility under the respective Agree-
ment was a culminating event in this business 
line. The terms and conditions of the loan facility, 
including its amount, as at the date of signing the 
Agreement, were most competitive and record 
high for the Russian market of syndicated loans.

CHAIRMAN’S  
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SMEs that are called to become the backbone 
of the domestic economy, especially in high-tech 
industries, remain in the focus of the VEB Group 
banks’ attention.

OJSC Russian Bank for Small and Medi-
um Enterprises Support (SME Bank), formerly 
known as the Russian Development Bank, which 
has been operating under the new name since 
mid 2011, is our key instrument in delivering the 
SME support agenda.

Remarkably, the amount of SME support 
channeled through this bank has been dynami-
cally growing. At the end of 2011, the respec-
tive amount exceeded RUB 161 bn, while the 
amount of support allocated specifically for the 
SME industrial sector increased by more than 
1/3. In order to maintain SME Bank’s capa-
bilities to satisfy the demand of small- and mid-
sized businesses for long-term and cheap loans, 
which are badly needed, a decision was made by 
Vnesheconombank to annually allocate 10% of 
the profit for capitalization of the subsidiary.

The rebranding of the SME Bank is not just a 
name change. It means a simultaneous change 
in ideology and in the quality of support param-
eters. Though the geographical and sector reach 
of SME Bank is as wide as ever, support is becom-
ing much more concrete and targeted. Priorities 

are seen to shift in favor of SME projects in in-
novation, modernization and energy efficiency. 
Apart from it, SME Bank has been increasingly 
benefiting from the capabilities of infrastructure 
support organizations (leasing and factoring 
companies, regional funds and micro-finance 
organizations). 

SME support comes top of the agenda of the 
newly established specialized VEB-Innovations 
Fund (RUB 1bn). We hope the Fund will serve as 
a powerful magnet for Russian and foreign busi-
nesses, which demonstrate interest in commer-
cialization of SME projects. 

VEB’s other subsidiaries, namely, Svyaz-
Bank, GLOBEXBANK, OJSC VEB-Leasing also 
actively engage in lending to SMEs. The aggre-
gate amount of support that they rendered to 
SME projects in 2011 exceeded RUB 200 bn.

This year, EXIAR is going to launch a project 
for insuring SME exporters so that by 2014 the 
insurance safety net will be provided for 3 000 
companies. 

The past year saw an increase in the range 
of Vnesheconombank’s Russian and foreign 
partners in SME support. The parties are jointly 
seeking to deliver the best value for SME develo-
pment in Russia.

CHAIRMAN’S  

STATEMENT
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2016) initiated by VEB a year ago was success-
fully approved in November 2011. 

Vnesheconombank subscribed to the UN 
Global Compact, a major international initiative 
in the area of sustainable development, there-
by confirming its intent to secure a more sus-
tainable and open global economy and assist 
sustainability. Consequently, one of the major 
principles that guides Vnesheconombank in its 
activities, i.e. environmental responsibility, has 
acquired an international context.

Working within the frameworks of the Bank’s 
cooperation with leading foreign development 
banks, Vnesheconombank participated in estab-
lishing the International Development Finance 
Club. I would like to remind you that we have 
already joined a well-respected International 
Long-term Investors’ Club.

An enhanced role of Vnesheconombank as 
the Russian key financial institution for develop-
ment motivated changes in the Bank’s corporate 
life.

A new, more fair pay and remuneration  
system, based on achievement of key perform-
ance indicators (KPIs) was put in place. Obvi-
ously, the introduction of the new pay system 
raised employee awareness of interdependence 

In particular, the Bank intends: to coope-
rate with the Agency of Strategic Initiatives 
for Promotion of New Projects in facilitat-
ing implementation of business projects of 
medium-sized enterprises; to seek to identify 
and overcome barriers to development; to dis-
seminate the best entrepreneurship support 
practices in the Russian Federation constitu-
ent entities.

In cooperation with the KfW German deve-
lo-pment bank we agreed to establish a EURO 
1 bn International SME Support Fund. Investors 
from other countries could also join the Fund.

We very much hope that the Fund for Capi-
talization of Russian Banks (capital — USD 
550 mn) established by Vnesheconombank, the 
Russian Federation Ministry of Finance and the 
IFC will serve as an efficient leverage for SME 
modernization. 

Overall, the international reach of Vnesh-
econombank’s activities has become wider and 
more diversified.

Close engagement with our SCO IBC part-
ners was deepening and we were co-developing 
a new quality institutional platform. Now, we 
cannot but express satisfaction that the Strat-
egy for the SCO mid-term development (2012-

CHAIRMAN’S  

STATEMENT



9

between individual  efficiency and the perform-
ance efficiency demonstrated by the entire 
Bank. I am fairly confident that these measures 
will not only serve to drive forward our business 
efficiency, but will also strengthen the corporate 
team spirit strong as it is. 

In 2011, Vnesheconombank continued dedi-
cated work of integrating the CSR principles 
in its business practices. The recognition of 
Vnesheconombank’s Sustainability Report for 
2009 as the winner of the Best Debut of 2010 
in Non-Financial Reporting and Sustainability 
Reporting in the contest held by the Russian 
Union of Industrialists and Entrepreneurs was a 
prominent event. Remarkably, that means that 
the principles that guide Vnesheconombank’s 
activities in natural resource utilization, assess-
ment of environmental components of projects, 
promotion of PPPs and investment in socially 
responsible projects fully comply with the best 
global standards of business conduct and re-
spond to objective expectations and the needs 
of society. 

Overall, Vnesheconombank’s activities in 
2011 were quite robust and intensive. I would 
like to express gratitude to Vnesheconombank’s 
partners and staff, whose professional expertise 
and knowledge let us address the tasks we were 
facing at a new quality level. Management rec-

CHAIRMAN’S  
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ognizes that eventually it enabled us to deliver 
reasonably good value. 

For Vnesheconombank as a bank for de-
velopment, 2012 is a very special year. What-
ever we succeeded in accomplishing in the first  
5 years of operating as a development institu-
tion evidences that we have chosen the right and 
sustainable model for the establishment of the 
Bank for Development in Russia. The way we see 
it, nobody would doubt now that Vnesheconom-
bank has firmly established itself as a key and 
multifunctional institution aspiring to drive the 
Russian economy forward.

I am absolutely confident that we will be able 
to meet all the new challenges. To conclude,  
I would like to wish you a benign business cli-
mate, effective and fruitful work to secure the 
country’s economic development and prosperity 
for our people.

V. Dmitriev 
Chairman of Vnesheconombank
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Vnesheconombank’s  
Supervisory Board
(as at 01.01.2012)

CHAIRMAN OF THE SUPERVISORY BOARD: 

V. V. Putin Chairman of the Government of the Russian Federation

MEMBERS OF THE SUPERVISORY BOARD:

V. A. Zubkov First Deputy Chairman of the Russian Federation Government

S.B. Ivanov Deputy Chairman of the Russian Federation Government

D. N. Kozak Deputy Chairman of the Russian Federation Government

I.E. Levitin Minister of Transport

E. S. Nabiullina Minister of Economic Development

A. G. Siluanov Minister of Finance

V.B. Khristenko Chairman of the Board, Eurasian Economic Commission

V. A. Dmitriev Chairman of Vnesheconombank
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V. A. Dmitriev Chairman of Vnesheconombank

N. N. Kosov First Deputy Chairman

A. V. Tikhonov First Deputy Chairman

A. B. Ballo Deputy Chairman

S. A. Vasilyev Deputy Chairman

M. Yu. Kopeikin Deputy Chairman

S. P. Lykov Deputy Chairman 

P. M. Fradkov  Deputy Chairman

V. D. Shaprinskiy Chief Accountant
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MISSION
Support for the state social 
and economic policy, 
enhancing competitive edge 
of the national economy 
and its innovative-based 
modernization

PROMOTION OF PUBLIC-PRIVATE 
PARTNERSHIP MECHANISMS

•  Programme of financial  
assistance to regional  
and municipal project  
development implemented  
through OJSC FCPF

•  Investment consulting
•  Donor Fund in cooperation 

with UNDP
•  PPP Chair at the Financial 

University under the Russian 
Federation Government

SUPPORT FOR HI-TECH EXPORTS

•  Credits and guarantees  
to promote Russian exports 
to external markets (defense 
industry, aircraft building, 
transport, special-purpose 
and power machine-engi-
neering)

•  OJSC EXIAR — Russian 
Agency for Export Credit  
and Investment Insurance

DEVELOPMENT OF SME INNOVATIVE 
AND INDUSTRIAL POTENTIAL

•  SME Support Programme 
implemented through  
OJSC SME Bank

•  VEB Innovations Fund —  
promoting innovative  
projects of Skolkovo Fund

•  The base bank for the  
Agency of Strategic I 
nitiatives

AGENT FOR THE RUSSIAN  
FEDERATION GOVERNMENT

•  Servicing sovereign debt  
and state external  
financial assets

•  Settling bad debts under 
loans and credits extended 
from the federal budget

•  Issuing and executing  
state guarantees

STATE TRUST COMPANY TO 
MANAGE PENSION SAVINGS

SUPPORT FOR MAJOR INVEST-
MENT PROJECTS OF NATIONAL 
SIGNIFICANCE AND DEVELOPMENT 
PROGRAMMES OF RUSSIA’S INDUS-
TRIES AND REGIONS

•  Credit, investment and guar-
antee support for investment 
projects

•  Russian Direct Investment 
Fund

•  Integrated territorial devel-
opment

•  Support for single-industry 
towns

MEMORANDUM 
ON FINANCIAL POLICIES 
OF VNESHECONOMBANK

FEDERAL LAW NO. 82-FZ 
DD. 17 MAY 2007
“ON BANK FOR DEVELOPMENT”

VNESHECONOMBANK’S 
DEVELOPMENT STRATEGY 
FOR 2011-2015

The Bank’s Profile

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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Vnesheconombank’s Representative Offices

Group of Vnesheconombank

 
1  St.-Petersburg

2  Khabarovsk

3  Ekaterinburg

4  Pyatigorsk

5  Krasnoyarsk

6  Rostov-on-Don

IN THE RUSSIAN FEDERATION  
1  London, Great Britain

2  New-Delhi, India

3  Mumbai, India

4  Milan, Italy

5  Beijing, PRC

6  New York, USA

7  Frankfurt-am-Main, Germany

8  Paris, France

9  Johannesburg, RSA

10  Zurich, Switzerland

ABROAD

LLC RUSSIAN DIRECT INVESTMENT FUND MANAGING COMPANY

LLC Russian Direct Investment Fund Managing Company

OJSC Russian Agency for Export Credit and Investment Insurance

LLC VEB Capital

OJSC VEB-Leasing

LLC VEB-Engineering

OJSC Federal Centre for Project Finance

OJSC North Caucasus Development Corporation

OJSC Far East and Baikal Region Development Fund

SUBSIDIARIES

OJSC SME Bank

CJSC ROSEXIMBANK

OJSC Bank BelVEB (Belarus)

PJSC Prominvestbank (Ukraine)

OJSC AKB Svyaz-Bank

CJSC Globexbank

THE BANK’S PROFILE
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Vnesheconombank:  
a 5-Year Long Path of Achievements

In 2012, Vnesheconombank summa-
rizes the results of the first 5 years  
of activities in the capacity of  
a bank for development.

In 2012, Vnesheconombank summarizes the 
results of the first 5 years of activities in the ca-
pacity of a bank for development.

In 2007 and early 2008, Vnesheconombank 
was actively positioning itself as a development 
institution. In this period, the Bank focused ef-
forts on identifying new and developing the 
existing business areas, in particular, expert 
evaluation and financing of major investment 
projects, national export support, development 

of small- and medium-sized enterprises (SMEs) 
and public-private partnership (PPP) mecha-
nisms.

During the first wave of the global financial 
crisis (second half of 2008-2009), the Bank ac-
tively participated in the Government’s bailout 
package through supporting national producers 
and the Russian financial system.

Having succeeded in objectives set by the 
Government, Vnesheconombank in the past two 
years concentrated on developing its core busi-
ness lines such as promotion of the economy 
modernization and ensuring prerequisites for 
Russia’s sustainable social and economic devel-
opment. The Bank substantially increased sup-
port for the economy and achieved impressive 
results in the key business areas. 

Vnesheconombank’s Ratings

MOODY'S STANDARD & POORS FITCH RAITINGS

LONG-TERM in rubles Baa1 BBB+ BBB

in foreign currency Baa1 BBB BBB

outlook Stable Stable Stable

SHORT-TERM in rubles P-2 A-2

in foreign currency P-2 A-3 F-3

EUROBOND RATINGS BBB BBB

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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2007 — H1 2008 H2 2008 — 2009 2010 —2011

 focus on functions of a na-
tional development bank, support 
for innovative projects, construc-
tion of new and modernization of 
the existing industrial production 
and major infrastructure facilities 
(including the Olympic ones)

 entering foreign capital mar-
kets: issuance of Eurobonds

 increased borrowings in 
domestic market

 VEB nominated as the sole 
investment consultant to Russian 
Federation constituent entities for 
PPP projects

 approval of the programme 
of financial assistance to regional 
and municipal project develop-
ment

 launch of a programme 
on investing in affordable hous-
ing construction and mortgage 
projects

 approval of the Bank’s Devel-
opment Strategy for 2011-2015

 completion of a programme 
for refinancing Russian corporate 
debt to foreign creditors

 developing of a representative 
network and establishing regional 
subsidiaries

 Russian Federation made 
additional monetary contributions  
to the Bank’s charter capital in  
the total amount of RUB 121 bn 
and transferred 100% of shares  
in OJSC Federal Centre for Project 
Finance

 subordinated loans to Rus-
sian banks

 loans to Russian companies 
to refinance their obligations to 
foreign creditors

 support for the Russian stock 
market

 acting as a financial consult-
ant to the Russian Federation Gov-
ernment on investment projects 
seeking financing from the Rus-
sian Federation Investment Fund

 measures to financially reha-
bilitate OJSC AKB Svyaz-Bank and 
CJSC GLOBEXBANK

 debut issue of domestic cur-
rency bonds

 Russian Federation made a 
RUB 75 bn additional contribu-
tion to the Bank’s charter capital 
and transferred 100% of shares 
in OJSC RosBR (subsequently 
renamed OJSC SME Bank)  
and 5.226% of shares in CJSC 
ROSEXIMBANK

 June 2007 — registration as a 
bank for development

 approval of Vnesheconom-
bank’s Memorandum on Financial 
Policies

 approval of the Supervisory 
Board and Management Board

 development of SME support 
programme

 RUB 180 bn asset contribu-
tion to the Bank’s charter capital 
by the Russian Federation

AT STRATEGIC FOREFRONT  
OF NATIONAL ECONOMIC  
DEVELOPMENT

SPEARHEADING  
ANTI-CRISIS  
EFFORTS

INCEPTION AND  
ACTIVE START-UP  
PERIOD
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RUB, billion

2007

2008

2009

2010

2011

544.5

1613.9

1868.6

1891.2

2296.5

2007

2008

2009

2010

2011

8.2

27.4

149.7

188.9

232.6

2007

2008

2009

2010

2011

8.38

9.35

30.96

28.85

19.79

2007

2008

2009

2010

2011

180.0

262.5

383.5

383.6

383.6

2007

2008

2009

2010

2011

(51.2) / 105.9

(129.9) / 191.2

(230.1) / 281.6

(306.1) / 348.9

(459.2) / 505.4

2007

2008

2009

2010

2011

98.1

103.5

(60.5) / 138.8

(153.0) / 254.0

(174.6) / 402.1

Major Operating Results1 for 2007–2011

Total assets2

Charter capital

Loan portfolio of the 
Bank for Develop-
ment3 (including 
“investment loans”)

Equity investment 
(interest in charter 
capital of companies) 

Funds raised in capital 
market with a 1-year ma-
turity or more (including 
through bond placement)

Income

1. In the given report, all the values of the 
financial indicators are calculated based on 
the accounting data (formats 0409101 and 
0409102). 

2. With consideration for consolidated finan-
cial statements, as well as positive and nega-
tive revaluation of securities available for sale 
(“analytical” total balance).

3. Portfolio of loans extended by Vnesheconom-
bank to non-credit institutions, public execu-
tive bodies and municipalities for investment 
projects and export support, excluding loans 
extended using the CBR’s funds as part of an-
ti-crisis measures in accordance with Article 
1 of Federal Law No. 173-FZ dd. 13.10.2008, 
loans extended using funds of the CBR and 
NWF, other loans including those obtained 
under claim assignment agreements.

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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Vnesheconombank’s major strategic 
goal for 2011–2015 is to intensify its 
activities as a bank for development to 
ensure sustainable innovative social  
and economic development of the Rus-
sian Federation based on modernization 
and enhanced competitive advantage  
of the national economy.

Loan Portfolio of the Bank  
for Development, RUB billion

■  Strategy ■ Actual data

850.2

505.4

348.9

01.01.11 01.01.12  01.01.13  01.01.14  01.01.15  01.01.16

Vnesheconombank’s 
Development Strategy  
2011–20154: 
Progress in 2011

As at 01.01.2012, the Bank for Development’s 
loan portfolio exceeded the Strategy’s pro-
jected indicator by 11%: RUB 505.4 bn against  
RUB 454.1 bn.

Loans extended to deliver investment 
projects amounted to RUB 459.2 bn, which is 
a 10% increase on the amount set forth by the 
Strategy for the end of 2011 (RUB 416.1 bn).

According to the Strategy, the Bank is geared 
to promoting credit and investment activities by 
priority lines of economic modernization. As at 
01.01.2012, the Bank was financing 29 projects, 
with the respective loans standing at RUB 110.6 
bn. Projects that aim to increase energy efficiency 
accounted for the bulk of the loans. 

Investment Credits, 
RUB billion

■  Strategy ■ Actual data

821.6

459.2

306.1

01.01.11  01.01.12  01.01.13  01.01.14  01.01.15  01.01.16

4. Hereinafter — the Strategy.

The share of innovative projects in the Bank’s 
loan portfolio reached 36%, whereas according 
to the Strategy it was to reach at least 20% by 
the end of 2015.

In general, the sectoral structure of the 
Bank’s loan portfolio as at the end of the report-
ing period is in line with that stipulated by the 
Strategy for the end of 2015. 
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As at 01.01.2012, the portfolio of loans ex-
tended and guarantees issued to support ex-
ports amounted to RUB 7.3 bn and RUB 15.2 
bn, respectively (in the Strategy — RUB 11 bn 
and RUB 19.8 bn, respectively).

In 2011, Vnesheconombank viewed promo-
tion of innovative activities as one of its key 
priorities. Along with increased financial sup-
port for innovation projects, the Bank resorted 
to new forms to encourage innovations. In the 
year under review, the Bank provided financial 
support to the Agency of Strategic Initiatives for 
Promotion of New Projects, a non-commercial 
institution, thus enabling the latter to organize 

its activities. Furthermore, Vnesheconombank 
began practical interaction with the Agency.

In 2011, to facilitate the creation of the Skolk-
ovo innovation centre in Russia (Vnesheconom-
bank is a co-founder the Skolkovo Fund), the 
Bank established a non-commercial organiza-
tion “Fund to Operate the Programme of Finan-
cial Support for the Skolkovo Fund’s Innovation 
Projects” (Vnesheconombank-Innovations Fund).

The setting up by Vnesheconombank in 2011 
of the Russian Agency for Export Credit and In-
vestment Insurance (OJSC EXIAR) designed to 
become an efficient tool to promote Russian hi-

Loan Portfolio by Sector of Economy ■  Infrastructure
■  Industry
■   Agro-industrial Complex
■  Other

51.4 %

34.7 %

till

2015

STRATEGY

Actual data

58 %

8 %

12.0 %
1.9

 %

34 %

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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tech exports to the global market was an event 
of immense significance for the Russian eco-
nomic development. 

With a view to establishing direct investment 
funds and industry-specific investment funds to 
encourage foreign investment in the Russian 
economy, the reporting year witnessed the es-
tablishment of the Russian Direct Investment 
Fund (RDIF) and RDIF Management Company.

In compliance with regional investment pri-
orities set forth in the Strategy, Vnesheconom-
bank founded CJSC Far East and Baikal Region 
Development Fund. Besides, the Bank continued 
intense activities in the North Caucasus, in par-
ticular, using CJSC North Caucasus Develop-
ment Corporation (a subsidiary established in 
2010), the Bank’s representative office in Pyat-
igorsk, and working with CJSC North Caucasus 
Resorts (the Bank is a co-founder and share-
holder).

The Strategy prioritizes support for SMEs 
delivering innovation projects and those aimed 
at production facilities modernization and in-
creased energy efficiency. By the end of 2011, 
support for such SMEs amounted to RUB 26.5 
bn as compared to RUB 11.4 bn posted earlier 
in the year.

Vnesheconombank succeeds in increasing 
its medium- and long-term resource potential. 
The amount of funds raised in the capital mar-
kets (with maturities exceeding 1 year) in the 
form of bonds issued and loans raised from for-
eign financial institutions reached RUB 402.1 
bn against RUB 257.4 bn at the beginning of 
the year.

More detailed information on Vnesh econom-
bank’s priority activities identified in the Stra te-
gy, as well as on the progress made in 2011 is to 
be found in the respective sections of the Report.



Vnesheconombank ensures financial support for 
investment projects, which respond to the Bank’s 
priority business lines, including: 
■	 infrastructure development,
■	 innovation development,
■	  efficient natural resource utilization,
■	 	energy saving technologies,
■	 support for high-tech exports,
■	 SME support.

Selection of investment projects  
is based on the following  
financial criteria:
■	 	payback period — above 5 years,
■	 	total project value — above RUB 2 bn,
■	 	the Bank’s minimum commitment — RUB 1 bn

GOALS CAPABILITIES

1 2
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

Efficient system of making investment decisions



Complex project evaluation includes:
analysis of the business plan, financial model  
and investment project development stage.  
Due consideration is given to project expediency 
for potential borrowers and the market advan-
tages it delivers.

An investment project is financed in line with  
the loan plan timed to the project implementa-
tion phases and is subject to adjustment during 
the project implementation and financial model 
update.

RESOURCES IMPLEMENTATION

3 4
COMPLEX  
PROJECT EVALUATION

FINANCING

Efficient system of making investment decisions



DELIVERABLES

5
PROJECT MONITORING  
AND ADMINISTERING



THE BANK’S PROFILE

IN ALL PHASES OF AN INVESTMENT PROJECT FINANCED BY VNESHECONOM-

BANK, THE BANK MONITORS PROGRESS IN MEETING THE INVESTMENT,  

SOCIAL AND ECONOMIC OBJECTIVES AND EXERCISES ORGANIZATIONAL  

AND FINANCIAL CONTROL, INCLUDING INDEPENDENT EXPERT EVALUATION 

IN ACCORDANCE WITH INTERNATIONAL STANDARDS.
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1 Development Dynamics:  
Major Financial Highlights

Total Assets, RUB billion

Capital, RUB billion

340.1

336.8

363.5

01.01.12

01.01.11

01.01.10

Income, RUB billion

30.96

19.79

28.85

2011

2010

2009

Securities Portfolio5, RUB billion

01.01.12

01.01.11

01.01.10

539.2

474.1

375.8

■ Loan portfolio of the Bank for Development
■  Loans extended within the crisis management 

package and for other purposes

Loan Portfolio, RUB billion

01.01.12

01.01.11

01.01.10

766.6

541.0348.9

281.6 424.9 706.5

505.4

5. Debt securities (including notes) and equity securities (includ-
ing investments in funds, but excluding equity investments)

Equity Investment in Companies  
(Interest in Charter Capital), RUB billion

01.01.12

01.01.11

01.01.10 149.7

232.6

188.9

01.01.12

01.01.11

01.01.10

2296.5

1891.2

1868.6

261.2

192.1

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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MAJOR FINANCIAL HIGHLIGHTS

Among the top 10 Russian banks (in terms 
of total assets) as at 01.01.2012, Vnesheconom-
bank ranked:

  4th in terms of total assets;

  5th in terms of income before 
income tax;

  3rd in terms of capital;

  5th in terms of the amount of loans 
extended to non-financial organizations;

  4th in terms of deposits and other funds 
raised from non-credit institutions;

  3rd in terms of the amount of loans, 
deposits and other funds raised from 
credit organizations.

Portfolio of Guarantees  
and Sureties, RUB billion

01.01.12

01.01.11

01.01.10

132.7

144.4

79.5

■ Funds raised from banks
■ Funds raised as a result of bond placement

01.01.12

01.01.11

01.01.10

153.0

489.1

288.8

223.4

135.8

60.5162.9

314.5

Term Resources Raised from Banks and  
as a Result of Bond Placement, RUB billion

174.6
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In conformity with Vnesheconombank’s 
Strategy 2011–2015, a tight focus was placed 
on accomplishing the following tasks:

 increasing support for projects aiming 
to develop infrastructure and construct new in-
dustrial facilities,

 enhancing the list of instruments of the 
Bank’s participation in investment projects,

 encouraging investment activities in re-
gions adopting a PPP solution,

 implementing a set of measures de-
signed to facilitate SME development,

 developing financial instruments of 
state support for exports.

In 2011, Vnesheconombank was actively 
engaged in investing in the selected strate-
gic areas of the Russian economy moderniza-

Economic stabilization and progress 
in overcoming the aftereffects of the 
global financial crisis in 2010 ena-
bled the Bank to actively address the 
major tasks of the Bank for Devel-
opment, i.e. providing financial and 
other forms of support for invest-
ment projects that are of high signifi-
cance for the Russian economy.  
The past year saw further continua-
tion of these efforts.

Support for the Real Sector 
of the National Economy2

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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tion. Alongside infrastructure projects that are 
traditionally a priority job for the Bank, top of 
Vnesheconombank’s agenda came projects in-
tended for increasing energy efficiency and re-
source saving, constructing and modernizing 
industrial facilities that produce medical equip-
ment, developing and producing new types of 
pharmaceuticals, developing and introducing 
strategic IT technologies.

At the same time, the Bank participated in 
financing projects in major industries of the 
economy, such as aircraft and automobile buil-
ding, petrochemicals, etc. The agro-industrial 
complex also remained in the focus of the Bank’s 
activities.

Special emphasis was placed on projects de-
livering innovative value to Russia’s economy.

Just as before, extension of credit resources 
is a major form of financing investment projects. 
At the same time, to ease the debt pressures the 
Bank engages in co-financing of projects, as 
well as issues guarantees to secure fulfillment of 
commitments on repayment of funds raised for 
investment projects.

In 2011, the sectoral structure of Vnesh-
econombank’s loan portfolio did not undergo 
any drastic changes and in general complied 
with the activity priorities stipulated in the 
Bank’s Memorandum on Financial Policies.

Loans to Customers (by industry/sector of economy)

■  Infrastructure
■  Agro-industrial complex
■  Chemical and petrochemical industry
■  Machine-engineering (except aircraft building)
■  Aircraft building and transportation
■  Metallurgy

8.8

3.5 3.50.2

3.5  

4.5 

4.
9

7.
4 

34
.6

 

8.2

8.6
12.3  

AS AT 1 JANUARY

2011
%

12.3

2.7 2.20.4

5.2

5.7

2.
0

7.
6

34.7 

AS AT 1 JANUARY

20124.5

10.6

12.1

%

■  Defense industry
■  Construction materials industry
■  Timber processing industry
■  Electronics
■  Medical equipment and pharmaceuticals
■  Other
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AS AT 1 JANUARY

2011

20
.5

4.6  
71.3

%

Loans to Customers (by maturity)

■  Exceeding 5 years
■  From 3 to 5 years
■   From 1 to 3 years
■  Up to 1 year 3.6

1.0
2.0

11.6

85
.4

AS AT 1 JANUARY

2012
%

Also important is that for some branches/
sectors of economy the amounts of extended 
resources were considerably increased. The 
highlights in the sectoral policies were as fol-
lows:

 infrastructure project financing (trans-
port, energy and social infrastructure) grew  
by RUB 55 bn;

 credit resources extended to enterpris-
es operating in the chemical and petrochemi-
cal industries increased by approximately 
RUB 32 bn;

 additional funds extended to machine-
building6 enterprises totaled RUB 23.7 bn.

The structure of the Bank’s loan portfolio, in 
terms of maturity, was considerably adjusted, 
with loans extended for a term exceeding 5 
years making the bulk of the portfolio and the 
share of loans with maturities of 1-3 years see-
ing a serious decrease.

During 2011, the amount of funds extend-
ed to non-financial organizations reached  
RUB 185.6 bn that by far exceeded the similar 
indicator posted in 2010 (RUB 145.6 bn), with 
95% of the funds or Rub 175.8 bn provided 
for financing investment projects (86% or  
RUB 125.5 bn — 2010).

6. Excluding aircraft building.

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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2.1. Participation in  
Investment Projects

At the end of the reporting period, Vnesh-
econombank participated in 112 investment 
projects (at the beginning of the year — 95 
projects7). 

As at 01.01.2012, the portfolio of investment 
projects amounted to RUB 459.2 bn, which is a 
1.5-time increase on the start of the year (RUB 
306.1 bn).

At the end of the period under review, the 
amount of Vnesheconombank’s investment in 
shares (equity investment in charter capital) 
made to finance investment projects totaled 
RUB 25.8 bn.

Apart from it, the Bank provided guaran-
tee support for 3 investment projects (moreo-

7.  The number of projects at the beginning of the year is 
presented with full consideration for decisions adopted in 2011 
on expediency of combining some projects within their lifecycle 
into a single project

Portfolio of “Investment” Loans (by projects 
categorized by delivery goals), RUB billion

115.8
168.3

■ 01.01.2012 ■ 01.01.2011

93.6

10.0

160.8

26.6

70.0

27.6

81.8

11.0

Development  
of infrastructure 

Construction of  
production facilities 

Development of  
production facilities 

Corporate finance

Other goals

ver, credit resources were provided for the 2 of 
them). As at the reporting date, the amount of 
the portfolio of guarantees issued with a view 
to financing investment projects was running at 
RUB 11.1 bn.

In 2011, Vnesheconombank started to fi-
nance 20 investment projects (the social and 
economic deliverables on project completion 
are as follows: RUB 132.2 bn — revenues for 
the budgets of all levels, as well as creation of  
9 570 new jobs). More importantly, 13 of the 
projects are focused on innovation introduction 
(overall, as at 01.01.2012, the Bank participated 
in 42 projects aiming to develop innovation, with 
the amount of the respective credits totaling 
RUB 182.7 bn).

Vnesheconombank devotes special attention 
to providing the Russian population with domes-
tically produced pharmaceuticals required for 
treatment of most serious diseases. To address 
the goal, the Bank finances development of new 
medicines and construction of new facilities for 
producing pharmaceuticals that could substi-
tute the imported costly ones or even surpass 
them in treatment quality.

In 2011, the Bank started financing 2 of 
these projects:

PROJECT ON CREATION OF AN INNOVATIVE 

COMPLEX FOR DEVELOPMENT, INTEGRATION 

AND PRODUCTION OF PHARMACEUTICALS ON 

THE BASIS OF BIO- AND NANOTECHNOLOGIES

The project is aimed at creating a pharma-
ceutical production facility meeting the GMP 

SUPPORT FOR THE REAL SECTOR  

OF THE NATIONAL ECONOMY
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Standards. Total project value — RUB 4.8 bn, 
Vnesheconombank’s commitment — RUB 4.4 bn 
(including RUB 100 mn allocated to purchase an 
equity stake in the project operator company).

The project envisages a complete cycle of 
producing original innovative medications, start-
ing from the API (active pharmaceutical ingredi-
ents) production stage and ending with the FPP 
(finished pharmaceutical products) production. 
The facility will produce 14 types of pharmaceu-
tical products, including vaccines, probiotics, 
bacteriophages, drugs for treating multiple scle-
rosis, renal and prostate diseases, degenerative 
joint diseases, leukemia, B and C hepatitis. The 
medications will either be produced by applying 
fundamentally new production technologies, or 
have innovative ingredients and pharmacologi-
cal effect. Partially, the medications will be do-
mestic equivalents of the respective imported 
costly drugs holding 100% of the Russian mar-
ket share.

The project will result in more than 500 jobs. 
The budgetary effect will amount to RUB 5 bn.

PROJECT ON CONSTRUCTING A PLANT FOR 

PRODUCTION OF INFUSION SOLUTIONS AND 

PARENTERAL NUTRITION MEETING THE GMP 

STANDARDS

The project is designed to construct a plant 
in Naro-Fominsk District of Moscow Region to 
produce infusion solutions and parenteral nutri-
tion meeting the GMP Standards. Total project 
value — RUB 2.1 bn, Vnesheconombank’s com-
mitment — RUB 1.6 bn.

The project plans to produce simple and 
compounded infusion solutions, aminoacids 
for parenteral nutrition, as well as solutions for 
peritoneal dialysis (blood purification). Project 
innovation is ensured through the use of high-
tech equipment: machines with BFS (Blow-Fill-
Seal) and FFS (Form-Fill-Seal) technologies are 
intended to combine the processes of blowing/
forming-filling-sealing of plastic containers ex-
cluding product contamination. The production 
equipment makes it possible to secure transition 
from production of one product to another within 
2 hours. A maximum automation level minimizes 
the human factor impact. The project envisages 
the market launch of specialized infusion solu-
tions (for children, patients with disorders invol-
ving heart malfunction, liver and kidney failures) 
to be developed by an integrated research labora-
tory. The project is supported by the Government 
of Moscow Region and Administration of Naro-
Fominsk District of Moscow Region.

Upon reaching the designed output, the an-
nual production volumes will make 19.35 mn in-
dividual packages; 228 new jobs will be created. 
The budgetary effect will amount to RUB 1.0 bn;

The major projects launched by the Bank in 
2011 include:

PROJECT ON INDUSTRIAL PRODUCTION  

OF THERMAL-INSULATING PRODUCTS ON THE 

BASIS OF NEOPORM FOAM GLASS IN VLADIMIR

The project aims to create innovative indus-
trial production of thermal-insulating products 
on the basis of NEOPORM foam glass. Total 

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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project value — RUB 5.0 bn, the Bank’s com-
mitment — RUB 2.0 bn and EUR 51.0 mn. The 
project will take advantage of the patented do-
mestic technology for producing thermal-insu-
lating pro-ducts having higher quality than the 
best world analogues. The highly effective ther-
mal-insulating material produced will combine 
unique cha-racteristics: operating stability over 
the whole operation period, endurance capabil-
ity, complete incombustibility, environmental 
friendliness, water, vapor and heat resistance, 
operation within a temperature range of –260 to 
+480 degree Celsius, high strength at low den-
sity, multipurpose use and recycling.

The plant will produce ecologically clean 
products and will be able to safely and efficiently 
dispose of inorganic waste using glass cullet as 
the basic raw material.

The project is supported by the Government 
of Vladimir Region (it is included in the Strat-
egy on Developing the Construction Sector of 
Vladimir Region for 2007-2015) and by the Rus-
sian Ministry of Regional Development.

The project will result in increased tax reve-
nue channeled to the budgets of all levels (over-
all, RUB 5.8 bn up to 2023); 300 new jobs will 
be created.

The end of 2011 witnessed creation of an in-
tegrated manufacturing and experimental base 
and an integrated specialized research laborato-
ry equipped with state-of-the-art equipment and 
exercising control over the quality of raw mate-
rials and output products, as well as elaboration 
of design documentation for constructing the 
plant in Vladimir. The project received a positive 

state expert assessment of design documenta-
tion and a favourable environmental opinion on 
project compliance with environmental require-
ments, as well as a building permit. Industrial 
process regulations for each type of products 
were elaborated.

PROJECT ON ESTABLISHING OF  

FORD-SOLLERS JOINT VENTURE

The project envisages large-scale produc-
tion in the Russian Federation of Ford branded 
light motor, commercial and off-road vehicles 
(approximately 350 000 per annum, with a 
minimum target of 60% local content), as well 
as 180 000 engines. Project initiators — OJSC 
SOLLERS and FORD MOTOR COMPANY (USA). 
Total project value — RUB 79.6 bn, the Bank’s 
commitment — RUB 39 bn.

The project foresees modernization of the 
existing production facilities of 3 automotive 
plants in Naberezhnye Chelny, Elabuga and Vse-
volozhsk, as well as erection of new facilities for 
engine production (180 000), development of a 
logistic centre and an engineering and technical 
centre to support and develop automotive pro-
ducts and meet the vehicle local content targets. 
The project complies with the Strategy on Deve-
lopment of Automotive Industry in the Russian 
Federation up to 2020.

The projected budgetary effect will exceed 
RUB 38 bn.

At the end of 2011, Ford Sollers plant in Elabu-
ga launched production of Ford Transit vehicles.

SUPPORT FOR THE REAL SECTOR  

OF THE NATIONAL ECONOMY
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PROJECT ON CREATION OF  

AN AGRO-INDUSTRIAL COMPLEX  

IN CHECHEN REPUBLIC

The project is aimed at restoration and de-
velopment of an agro-industrial complex in 
Chechen Republic, including the following areas: 
beef and poultry farming, meat processing, crop 
production and processing. Project initiator — 
the Government of Chechen Republic, project 
deliverer — OJSC Chechenagroholding. Total 
project value — RUB 2.5 bn, Vnesheconom-
bank’s commitment — RUB 2.3 bn.

As at 01.01.2012, the project was fully  
financed. In 2011, a fattening centre for a 10 
thousand-head herd of beef breed, a slaugh-
tering department (60 heads per shift), a meat 
processing plant and a granary (capacity — 4.5 
thousand tons of grain) were commissioned. 
Construction and assembly work was comple-
ted, equipment is being delivered and installed 
at the following facilities: a complex poultry 
farm (200 thousand heads of poultry), a vege-
table canning plant and a greenhouse complex. 
Besides, 8.7 thousand heads of beef breed and 
agricultural equipment for outdoor plant grow-
ing were purchased. In the previous year, the 
project provided 29 new jobs. Tax revenue 
channeled to the budgets of all levels totaled 
RUB 12.0 mn, revenues from agricultural sales 
approximated to RUB 50 mn.

The Bank considers financing the 2nd 
project stage that provides for the revival 
of winegrowing industry in the region. Total 
project value — RUB 1.9 bn, including debt fi-
nancing — RUB 1.3 bn.

PPP Projects

Since the moment of its establishment, 
the Bank for Development has taken decisions 
on financing 20 PPP projects, with the total 
project value reaching RUB 744.1 bn and Vnesh-
eco nombank’s commitment — RUB 379.2 bn.

As at 01.01.2012, the Bank was financing 14 
PPP projects (as at the start of 2011 — 12 PPP 
projects), the amount of the PPP loan portfolio 
increased by more than RUB 7 bn reaching RUB 
98.6 bn. In 2011, the Bank channeled about RUB 
6.8 bn to finance a project on construction of 
an integrated complex for producing ammonia, 
methanol and granulated carbamide in Men-
deleevsk (Republic of Tatarstan). The project 
will result in construction of the 1st integrated 
complex in Russia and CIS countries to produce 
ammonia and methanol permitting to flexibly 
regulate product output depending on market de-
mand. Commissioning of the complex built with 
the use of state-of-the-art global technologies will 
considerably enhance the competitiveness of the 
Russian nitrogen fertilizer industry and will help 
provide Russian agriculture manufacturers with 
quality nitrogen fertilizers. The project envisages 
a neglegible negative environmental impact, in-
cluding absence of carbon emissions.

Integrated Territorial Development
Vnesheconombank actively engages in se-

curing sustainable integrated territorial develo-
pment.

In the reporting year, aiming to establish 
strategic partnership and develop long-term and 
effective investment interaction, the Bank con-

REPORT ON VNESHECONOMBANK’S ACTIVITIES
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cluded 5 cooperation agreements with constitu-
ent entities of the Russian Federation, including 
3 with North-Caucasian Federal District: Repub-
lic of Ingushetia, Karachaevo-Cherkessk Repub-
lic and Republic of Northern Ossetia — Alania, 
as well as agreements with Republic of Sakha 
(Yakutia) and Belgorod Region.

Totally, at the end of 2011, Vnesheconom-
bank signed cooperation agreements with 51 
constituent entities of the Russian Federation.

INTEGRATED DEVELOPMENT  

OF KALUGA REGION

In 2011, Kaluga Region was defined as a pi-
lot project on integrated territorial development.

In October, VEB Group and the Government 
of Kaluga Region signed a collective action plan 
on integrated development of Kaluga Region for 
2011–2013. 

The plan contemplates joint activities of VEB 
Group and the Government of Kaluga Region on 
integrated development of the region, support 
for innovative projects (including through OJSC 
Kaluga Region Development Corporation) deliv-
ered in its territory, development of SMEs, appli-
cation of PPP mechanisms. Schemes of interac-
tion between Kaluga region and the Agency of 
Strategic Initiatives, RDIF and OJSC EXIAR are 
planned to be worked out. 

A project on construction of a cement plant 
in Kaluga Region may serve as an illustrative 
example of the above interaction. The project is 

designed to create up-to-date, ecofriendly and 
highly effective cement production applying 
dry mix process (capacity — 3.5 mn tons per an-
num) on the territory of an industrial park in Du-
minichsk District of Kaluga Region. Total project 
value — Euro 651 mn, Vnesheconombank’s com-
mitment — a ruble equivalent of EUR 517.5 mn.

The project is supported by the Russian 
Ministry of Economic Development, Ministry of 
Regional Development and the Government of 
Kaluga Region. Cooperation agreement between 
the Government of Kaluga Region and the project 
initiator envisages financing the construction of 
a motorway from M-3 Ukraine federal highway to 
the plant site drawing on budgetary funds.

THE BANK’S ACTIVITIES  

IN NORTH-CAUCASIAN  

FEDERAL DISTRICT

In 2011, Vnesheconombank continued its 
activities in North-Caucasian Federal District 
(NCFD). 5 projects co-implemented by the Bank 
involved loans totaling RUB 6.1 bn (a 3.8-time 
rise on 2010).

The projects launched in 2011 include the 
project on construction of an agro-industrial 
complex in Chechen Republic (beef and poul-
try farming, meat processing, crop production 
and processing) and the project on erection of a 
plant to produce float glass with the capacity of 
600 tons per day in Republic of Dagestan.

Apart from it, in 2011, the Bank's partici-
pation in a project on construction of the first 
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startup facility at the Arkhyz year-round moun-
tain resort in Karachaevo-Cherkessk Republic 
was approved. The project involves construc-
tion of 4 housing complexes to accommodate 
more than 25 thousand people, and a network 
of power lifts and aerial cableways (in total, 69) 
with the carrying capacity of 140 thousand 
people per hour, and total piste length exceed-
ing 270 km.

The project is delivered in pursuance of the 
programme on establishing a tourism cluster in 
NCFD, Krasnodar Region and Republic of Ady-
gea, as approved by the Russian President and 
the resolution of the Russian Government.

Vnesheconombank is a co-founder of OJSC 
North Caucasus Resorts — a management com-
pany for the above tourism cluster.

The construction of external engineering 
infrastructure is financed out of federal and  
republican budgets within the Federal Target 
Programme named “South of Russia (2008-
2013)”. The Government of Karachaevo-
Cherkessk Republic and the tourism cluster 
management company entered into an agree-
ment on joint investment activities to complete 
the construction of external infrastructure of 
the Arkhyz resort.

In 2010, to administer the NCFD investment 
projects, Vnesheconombank founded a subsidi-
ary — OJSC North Caucasus Development Cor-
poration. As at 01.01.2012, the company’s mana- 
gement board made decisions on participating in 
10 NCFD investment projects with total project 
value of RUB 80.7 bn (company’s projected com-
mitment — RUB 8.5 bn).

OJSC North Caucasus Development Corpo-
ration has commenced financing of the above 
Arkhyz project. Alongside that, it is involved in 
pre-procurement activities under the projects 
on creating a national aerosol cluster in Ne-
vinnomyssk (Stavropol Territory), the Kazbek 
innovation construction technopark in Chechen 
Republic and a multi-functional expo center in 
Caucasian Mineral Waters resort.

In 2011, Vnesheconombank’s representative 
office in Pyatigorsk selected and prepared for 
expert evaluation 9 NCFD investment projects 
totaling RUB 42.4 bn (Vnesheconombank’s pro-
jected commitment — RUB 29.8 bn). The Bank’s 
representatives in Pyatigorsk are members of  
8 consultancies for regional public authorities 
engaged in enhancing social and economic de-
velopment of the region and improving the qual-
ity of the investment climate.

Support for Single-Industry Towns
In the reporting period, Vnesheconombank 

was actively involved in modernizing the econo-
my of single-industry settlements. To implement 
the complex of measures aimed at facilitating 
the development of single-industry municipal 
entities in 2011-2012 (approved by Igor Shu-
valov, First Deputy Chairman of the Russian 
Government, Chairman of Governmental Com-
mission on Economic Development and Integra-
tion), Vnesheconombank formed a pipeline of 37 
respective projects. Total project value exceeds 
RUB 360 bn, the Bank’s commitment — above 
RUB 260 bn.

As at 01.01.2012, the Bank was financing 
10 investment projects in single-industry towns 
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(total project value — RUB 209.5 bn, the Bank’s 
commitment — RUB 145.2 bn). At the end of the 
year, the amount of the respective loan portfolio 
exceeded RUB 35.9 bn.

The projects are being delivered in Republic 
of Bashkortostan, Republic of Tatarstan, Chu-
vash Republic, Primorsk Territory, Arkhangelsk, 
Leningrad, Voronezh and Yaroslavl regions. 

Furthermore, the Bank financed the current 
activities of 3 enterprises located in single-in-
dustry towns.

The major socially important projects, which 
the Bank commenced to finance in 2011, in-
clude:

 construction of FORD-SOLLERS auto 
joint venture (Naberezhnye Chelny, Republic of 
Tatarstan);

 construction of a new integrated com-
plex for producing ammonia, methanol and 
granulated carbamide in Mendeleevsk (Republic 
of Tatarstan);

 reconstruction of a boiler-house into a 
thermoelectric power station in Tutaev (Yaro-
slavl Region);

 construction of an up-to-date pig-breed-
ing complex in Pavlovsk (Voronezh Region).

As at the beginning of 2012, 23 projects were 
passing through different stages of expert eva-
luation. A positive financing decision was made 
on 1 more project (in addition to those already 
approved).

2.2. Promoting Investment 
Activities

Fostering Innovations
Central to Vnesheconombank’s activities 

aimed at fostering economic innovations is co-
operation with a non-profit institution named 
Agency of Strategic Initiatives for Promotion of 
New Projects (hereinafter — the Agency).

The Agency was launched in a relatively 
short time due to the Bank’s financial support. 
Its activities are targeted at supporting unique 
socially important projects, medium business ini-
tiatives and new professional teams.

Within the Sochi-2011 X International Invest-
ment Forum, Vnesheconombank and the Agency 
concluded a Memorandum of Cooperation pro-
viding for delivery of New Business Projects.  
The parties intend to promote and implement 
unique business projects, improve entrepre-
neurial climate, identify and remove constraints 
to the development of medium businesses, dis-
seminate best practices of entrepreneurial sup-
port among the Russian Federation constituent 
entities, create a positive image of New Business 
Projects for the Russian investment community.

In 2011, Vnesheconombank prepared and 
submitted to the Agency proposals for the proce-
dure of selecting and administering the Agency’s 
projects and initiatives. The Bank’s specialized 
structural units scrutinized and monitored busi-
ness reputation of some project initiators and 
prepared the respective monitoring conclusions.

Vnesheconombank also plans to offer the 
Agency investment consultancy services.
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In 2011, in the context of Vnesheconombank’s 
enhanced participation in the project on creating 
the Skolkovo Innovation Center (co-founded by 
the Bank in 2010), the Bank established the “Fund 
to Operate the Programme of Financial Support 
for the Skolkovo Fund’s Innovation Projects” 
(VEB-Innovations Fund). VEB-Innovations Fund 
aims to facilitate projects by the Skolkovo Fund 
residents through financing (in the form of eq-
uity investment and loans) of the pre-investment 
stage of the respective innovative projects.

VEB-Innovations Fund is targeted at encour-
aging innovation programmes of the Russian 
Government, forming Russian innovation infra-
structure, raising high-risk (venture) investment 
for Russian innovative companies, bringing for-
eign high technologies to Russia and promoting 
Russian innovative developments.

The resources allocated by VEB-Innovations 
Fund (totaling RUB 1 bn) will be channeled to 
finance the required scientific and technical ex-
pertise, elaboration of qualified business plans for 
commercialization of innovative developments 
and preparation of project documentation.

Vnesheconombank initiated the creation of 
a financial instrument to support dynamic me-
dium innovation businesses — an international 
fund for entrepreneurship support. In July 2011, 
within the Russian-German intergovernmen-
tal consultations, Vnesheconombank signed 
a Memorandum of Understanding (MoU) with 
Kreditanstalt für Wiederaufbau (KfW) with re-
gard to creating the above fund.

Vnesheconombank plans joint establishment 
of the fund together with the KfW. It is expected 

that foreign institutional investors will partici-
pate in forming the fund.

Cooperation Agreements on Modernizing 
Priority Sectors of Economy
Russia’s rise to a new technological level is 

primarily contingent on the level of moderniza-
tion of key national industries.

Vnesheconombank has signed a number of 
agreements reflecting the parties’ intentions to 
participate in projects on development of space 
and rocket complex:

 Cooperation Agreement with the Federal 
Space Agency on the parties’ interaction in de-
veloping new space technologies, elaborating 
and producing rocket and space equipment, en-
hancing energy efficiency and energy saving at 
the industry enterprises; 

 Cooperation Agreement with OJSC Ko-
rolev Rocket and Space Corporation Energia en-
visaging interaction in investment projects and 
programmes in the rocket and space industry. 
The Agreement aims to reinforce cooperation 
ties between the participants in international 
space activities;

 Memorandum of Cooperation with OJSC 
Gazprom Space Systems on delivering an inno-
vative project on building an orbiting group of 
Arktika-R radar satellites designed to develop 
the national satellite building and ground space 
infrastructure facilities.

In summer 2011, within the frameworks of St. 
Petersburg International Economic Forum, 
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Vnesheconombank and the Russian Ministry 
of Energy concluded a Memorandum of Intent 
to establish an Energy Finance Agency. In line 
with the Memorandum, the parties intend to pro-
mote cooperation in creating in Russia an effec-
tive mechanism of raising off-budget funds for 
projects aimed at enhancing energy efficiency 
and energy saving.

In June 2011, Vnesheconombank and Ren-
ova Group of Companies entered into a coop-
eration agreement on implementing investment 
projects and programmes in biotechnologies, 
medicine and pharmaceuticals.

The Agreement expresses the parties’ inten-
tion to cooperate in procuring and financing of 
projects and programmes on producing medical 
equipment and products, pharmaceutical raw 
materials and products, developing innovative 
biological and pharmaceutical technologies. 
The Agreement will result in reduced imports, 
development of high-tech products having no 
analogues in Russia, creation of new jobs and 
increased tax revenues channeled to the budg-
ets of all levels.

To support the Partnership for Moderni-
zation initiated by the European Union and 
the Russian Federation, Vnesheconombank 
signed MoUs with the EBRD and European 
Investment Bank. The Memorandums reflect 
intentions of the financial institutions to give 
priority to projects hosted in Russia and re-
lated to energy efficiency and telecommuni-
cations, as well as environmental, transport 
and SME support projects aimed at com-
mercialization of innovations in the above 
industries.

Expanding the Range  
of Instruments for Developing  
Investment Activities
In compliance with the Development Stra-

tegy, one of the key tasks facing Vnesheconom-
bank is expanding the range of instruments for 
participating in investment projects. In 2011, to 
fulfill the task, the Bank established:

OJSC Far East and Baikal Region Develop-
ment Fund — a development institution aiming 
to support projects on regional and municipal  
development and enhance investment attrac-
tiveness of the Far East and Zabaykalie Territory 
(12 constituent entities of the Russian Federa-
tion). Vnesheconombank is the sole founder of 
the Fund with charter capital of RUB 500 mn.

The Fund plans to focus on projects intend-
ed for removing infrastructure constraints to 
economic development of the region, including 
major projects on integrated social and eco-
nomic development of the Far East and Baikal 
Region.

LLC RDIF Management Company — a compa-
ny managing the funds of a closed mutual fund 
of long-term direct investment — Russian Direct 
Investment Fund (RDIF). Vnesheconombank is 
the sole equity investor in the RDIF Management 
Company with charter capital of RUB 300 mn.

RDIF (hereinafter also the Fund) concen-
trates on raising foreign investor funds for 
projects on developing and modernizing the ex-
isting and constructing new production facilities 
in the key Russian industries. Foreign co-invest-
ment is one of the key criteria when making in-
vestment decisions.
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Construction of Boguchansk HPP

1 2 3
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

COMPLEX  
PROJECT EVALUATION

Borrower —  
OJSC Boguchansk HPP.
Project initiators —  
OJSC RusHydro  
and UC Rusal.

Increasing energy security 
of Siberia and ensuring un-
interrupted power supplies 
for aluminum production 
through construction of a 
major in the history of post-
Soviet Russia hydroelectric 
power plant (HPP)

GOALS CAPABILITIES RESOURCES

Financing request for the project 
on construction of the Boguchansk 
HPP (within the investment project 
for integrated development of 
Nizhnee Priangarie approved by 
the RF Government Resolution 
No. 1708-r dd. 30.11.2006) is subject 
to consideration. Public resources 
from the Russian Investment Fund 
are to be procured. 

The Bank’s Committee for 
Development of Investment 
Operations adopted a decision 
on expediency of a complex 
expert evaluation. The project is 
in the pipeline for VEB’s funding 
consideration.

The Credit Committee produced 
a positive opinion in respect 
of the Bank’s participation in 
financing the project. 

The financing request was 
submitted to the governing 
bodies for consideration and 
approval.

Total project  
value,
RUB bn	 72.5
VEB’s  
commitment,  
RUB bn	 28.1



4 5
FINANCING PROJECT MONITORING  

AND ADMINISTERING

Concrete  
dam

height  96 m 

length  828 m
Normal  
banked-up 
water level 208	m 

IMPLEMENTATION DELIVERABLES

The Bank’s governing bodies 
approved financing of the project. 
On 1 December 2010, a loan 
agreement was concluded.

Continuous project monitoring 
by the Bank is ensured. In 2011, 
works were in progress to com-
mission the first unit of the HPP 
(1000 MW) by the end of 2012.

Installed capacity 

3000 MW
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The target volume of the Fund amounts to 
USD 10 bn. The Fund will be formed using an-
nual budgetary allocations amounting to USD  
2 bn during 5 years. 

 In December 2011, Vnesheconombank 
made equity investment in RDIF totaling RUB 
62.6 bn. The funds were allocated to the Bank 
as an additional asset contribution in the form 
of a subsidy (the federal budget funds).

 At G20 summits, APEC and RABC fo-
rums, the leading foreign investors expressed 
considerable interest in projects implemented 
drawing on RDIF’s resources. 

In October 2011, RDIF Management Com-
pany, Vnesheconombank and Chinese Invest-
ment Corporation (CIC) signed a memorandum 
of cooperation in establishing a Russian-Chi-
nese investment fund. RDIF and CIC plan to 
allocate USD 1 bn each at the establishment 
stage.

OJSC Russian Agency for Export Credit and 
Investment Insurance (OJSC EXIAR) — a finan-
cial institution engaged in insuring entrepre-
neurial and political risks of Russian exporters 
and investors. The Bank is the sole shareholder 
in OJSC EXIAR having charter capital amounting  
to RUB 30 bn.

OJSC EXIAR will be the 1st ECA in Russia’s his-
tory. Exploring international practices worked 
out by specialized ECAs, OJSC EXIAR will in-
sure against those risks that are not covered  
by private insurance companies, including 
transactional risks of the countries without 
credit ratings.

The Agency concentrates on supporting 
high-tech exports, innovation and high value- 
added industries. 

At the end of 2011, OJSC EXIAR started its 
operational activities with signing insurance 
agreements related to exports of Russian ma-
chinery to China, India and Indonesia, with the 
total insurance limit standing at USD 15 mn.

Promoting Public-Private 
Partnership
A well-developed infrastructure, primarily in 

the energy, transport and social sectors, is an es-
sential precondition for a progressive economic 
development.

The Bank views PPPs as one of the key in-
struments that help promptly remove infrastruc-
ture constraints to economic growth and ensure 
effective interaction between state and business 
in delivering state significant projects.

Over the past years, PPP development and 
practice dissemination have been central to the 
Bank’s activities.

Programme of Financial Assistance 
to Regional and Municipal Project 
Development
In December 2010, Vnesheconombank’s 

Supervisory Board adopted the Programme of 
Financial Assistance to Regional and Municipal 
Project Development (FARMPD) for 2011-2015. 
The Programme provides for annual target al-
locations amounting to RUB 2 bn. In January 
2011, the Programme limit was increased from 
RUB 10 bn to RUB 10.9 bn.
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The Programme will support project compa-
nies established by public and/or local authori-
ties and engaged in procuring PPP projects in 
the social infrastructure (including legal docu-
mentation, feasibility study, design and estimate 
documentation).

Project operator is OJSC Federal Center 
of Project Finance (OJSC FCPF), a 100% sub-
sidiary of Vnesheconombank. In December 
2011, within the framework of the Programme, 
Vnesheconombank made an equity investment 
in charter capital of OJSC FCPF amounting  
to RUB 2.9 bn.

In 2011, the Bank formed a prospective 
portfolio of 16 projects. The project initiators 
expressed their interest in participating in the 
FARMPD Programme.

 Investment Consulting to Meet State Needs 
of the Russian Federation Constituent 
Entities in Procuring PPP Investment Projects
In 2011, Vnesheconombank rendered in-

vestment consulting services for the projects on:

 construction and operation of municipal 
complexes for water and sewage treatment in 
Republic of Karelia. The Bank prepared an in-
vestment memorandum, a set of contract docu-
mentation and a project financial model, tender 
documentation;

 construction of general and preschool 
education facilities in Khanty-Mansiysk Autono-
mous District — Yugra. The Bank prepared an 
investment memorandum with a set of contract 
documentation and a project financial model en-
closed, tender documentation; conducted mar-

ket research to identify the range of potential 
investors.

In the reporting period, the Bank concluded 
the following contracts for rendering invest-
ment consulting services to meet state needs in 
procuring investment projects:

 construction of water and sanitation 
facilities for municipal entities (Chelyabinsk Re-
gion);

 construction and PPP operation of im-
movable and movable assets of a solid waste 
treatment plant (St. Petersburg);

 construction of kindergartens using the 
PPP solutions (Astrakhan Region); 

 construction of a crossover bridge on 
the Volga river in Podnovie (Nizhny Novgorod 
Region). 

At the end of 2011, Vnesheconombank was 
scrutinizing 96 investment consulting applica-
tions with regard to the projects to be delivered 
in 47 constituent entities of the Russian Federa-
tion and 2 Ukrainian administrative-territorial 
entities.

The Bank entered into agreements with ad-
ministrations of Krasnoyarsk Territory, Saratov 
and Sverdlovsk Regions on cooperation in procur-
ing 6 concession projects in water, sanitation and 
municipal heating infrastructures of the regions.

Vnesheconombank signed an agreement 
with the Government of Chechen Republic and 
Administration of Grozny on cooperation in pre-
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paring a project on modernizing and developing 
the infrastructure of Grozny agglomeration ap-
plying the PPP mechanisms. 

The Bank signed a Memorandum of In-
tent with Administrations of Republic of Komi, 
Perm Territory, Arkhangelsk Region envisag-
ing Vnesheconombank’s participation in PPP 
structuring of a project on construction of a 
Belkomur trunk (Arkhangelsk — Syktyvkar — 
Perm (Solikamsk)). 

Performing the Functions of a Financial Con-
sultant to the Russian Federation Govern-
ment for Projects Eligible for State Support 
out of the Russian Federation Investment 
Fund Resources
In performing its functions of a financial con-

sultant to the Russian Federation Government8, 
Vnesheconombank issued positive opinions on 
11 applications for co-financing of investment 
projects eligible for budgetary allocations of the 
Russian Federation Investment Fund.

The Bank conducted quarterly monitoring of 
obligations under investment agreements within 
the framework of projects supported by the In-
vestment Fund money and reported the results to 
the Russian Ministry of Regional Development.

Fostering Regional PPPs
Aiming to encourage investment activi-

ties and promote PPPs in the Russian regions, 
Vnesheconombank renders methodological and 
organizational assistance for the public authori-
ties of Russian constituent entities in establish-

8. Resolution of the Government of the Russian Federation 
No. 134 dated 01.03.2008.

ing the regional PPP centres and building their 
capacities. 

In 2011, the Bank took part in establishing 
regional PPP centres in 7 Russian constituent 
entities. On the whole, at the end of the report-
ing period, 25 regional PPP centres were estab-
lished.

Vnesheconombank’s representatives partici-
pated in 30 regional conferences on PPP pro-
motion and procurement with a view to increas-
ing PPP information awareness of conference 
participants.

The Bank carried out expert evaluation of PPP 
regulatory frameworks of 20 Russian Federation 
constituent entities and participated in drafting 
laws governing the entities’ PPP activities, with 
17 of the above laws in effect at the end of 2011. 

Within the joint project of Vnesheconom-
bank and the UN Development Programme enti-
tled “Development of Public-Private Partnership 
in Russia”, the Bank drew up a new version of a 
model regional law on participation of an Rus-
sian Federation constituent entity in public-pri-
vate partnership and formulated requirements 
for the respective regulatory framework.

Donor Fund
At the end of 2011, within the framework of 

the joint project between Vnesheconombank 
and the UN Development Programme9, a deci-
sion on setting up a donor fund was taken.

9. The UN Development Programme (UNDP) is a leading 
UN organization engaged in providing international technical 
assistance to developing nations and countries with transition 
economies.
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The Fund is supposed to be created with par-
ticipation of Russian and foreign companies, 
Russian and international financial institutions, 
charity funds.

The Fund’s resources will be allocated for:

 technical support for PPP project pro-
curement by Russian constituent entities with 
low fiscal capacities;

 co-financing of PPP educational pro-
grammes and providing grants to civil and mu-
nicipal employees for PPP training programmes; 

 co-financing of research activities to up-
grade the PPP regulatory base of the Russian 
Federation and its constituent entities;

 elaborating new PPP finance models and 
instruments and upgrading the existing ones.

PPP Training Activities
In May 2011, a PPP Chair started to operate 

at the Finance University under the Russian Fed-
eration Government. The Chair was established 
with the Bank’s participation.

Alongside with educational programmes (stu-
dent training), the Chair will offer seminars for 
public and municipal authorities and business en-
tities’ employees, as well as methodological guid-
ance and scientific PPP research.

In 2011, an advanced professional train-
ing programme “Formation and Development of 
Public-Private Partnership in Russian Regions” 
was launched. In the year under review, the Pro-
gramme was attended by 60 participants. 

Besides, the Chair plans to launch the “Pub-
lic-Private Partnership” Master Programme for 
2012–2013 academic year.

In December 2011, Vnesheconombank signed 
an agreement on its participation in the UNECE  
International PPP Centre of Excellence designed 
as a platform to develop educational programmes 
and share the experience of PPP project procure-
ment. 

Activities of Representative Offices
Vnesheconombank is actively expanding its  

activities in the Russian regions and opens its rep-
resentative offices depending on regional priori-
ties.

Each representative office has its area of re-
sponsibility that covers the territory of several 
constituent entities of the Russian Federation.

At the beginning of 2011, Vnesheconombank 
had representative offices in St. Petersburg, Ekate-
rinburg, Pyatigorsk and Khabarovsk.

In 2011, the Bank opened its representative of-
fices in Krasnoyarsk and Rostov-on-Don and made 
a decision on opening an office in Nizhny Novgorod. 

The Bank’s representative offices cover over 
51 Russian constituent entities.

The offices focus on:

 identification and preliminary selection 
of investment projects, customer consultations 
on preparation of documents required by the 
Bank for project expert evaluation;
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 participation in monitoring of invest-
ment projects financed by Vnesheconombank;

 representation of the Bank’s interests 
when interacting with public authorities of the 
Russian Federation constituent entities and the 
business community;

 representation of Vnesheconombank 
subsidiaries’ interests in the Russian regions to 
enhance their operating efficiency;

 participation in commissions, councils 
and working groups established by public au-
thorities to increase business activities in the 
regions and identify investment projects;

 support for activities of regional deve-
lopment institutions.

In 2011, within the framework of activities 
envisaging identification and preliminary selec-
tion of investment projects eligible for financ-
ing in line with Vnesheconombank’s Memo- 
randum on Financial Policies, the Bank’s rep-
resentative offices assisted project initiators in 
preparing 21 applications for financing of in-
vestment projects totaling RUB 110.2 bn, with 
Vnesheconombank’s projected commitment of 
RUB 79.5 bn.

To ensure sustainable integrated territorial 
development, create new sources of economic 
growth and improve the investment climate, 
the Bank’s representative offices play a role 
as a “single window” in encouraging coopera-
tion and coordinating interaction between VEB 
Group and the business community in the Rus-
sian regions.

2.3. Support for Small- and 
Medium-Sized Enterprises

For Vnesheconombank as a national deve-
lopment institution, assisting the state in deliv-
ering the SME support agenda is a priority task. 

Vnesheconombank applies various SME sup-
port instruments and mechanisms. Actually, the 
SME Support Programme (hereinafter referred 
to as the “Programme”) implemented through 
OJSC SME Bank — VEB’s 100% subsidiary — 
has a key role to play. The Programme envis-
ages lending to SMEs through the SME Bank’s 
network of partners that include both partner-
banks and organizations that form the SME sup-
port infrastructure (leasing, factoring and mi-
crofinance companies).

Vnesheconombank’s strategic priority in 
delivering the SME support agenda is assisting 
SMEs engaged in innovative projects and those 
aimed at modernizing industrial production and 
enhancing energy efficiency. Priority is given to 
financing projects related to manufacturing new 
advanced competitive industrial goods, as well 
as projects that aim to improve, augment and re-
place basic models of industrial production.

To support the above projects, loans are ex-
tended to SMEs at the rate that is lower than the 
average one used within the entire Programme. 
As at 01.01.2012, the average weighted interest 
rate on loans extended within the Programme 
“Financing for Modernization and Innovation” 
reached 10.6%.

The Bank seeks to expand activities in re-
gions characterized by an unfavorable eco-
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nomic climate, an underdeveloped SME support 
system and weak entrepreneurship activities. 
Thus, throughout 2011, the amount of credits 
extended by partner-banks to SMEs of the North 
Caucasian Federal District increased by 4 times. 

The total amount of SME support rendered 
by Vnesheconombank for the purpose of the 
Programme implementation reached RUB 49 
bn. The funds include a RUB 10 bn equity invest-
ment in the OJSC SME Bank’s charter capital 
and long-term credits amounting to RUB 39 bn. 
These include RUB 30 bn — 8 year-term credits,  
with the NWF’s resources serving as a source 
of funding (extended with a zero margin for 
Vnesheconombank), as well as a 10 year-term 
subordinated credit amounting to RUB 9 bn (the 
interest rate — 2/3 of the CBR refinancing rate 
fixed as at the date of the credit extension). 

Vnesheconombank continued efforts to im-
plement the Agreement concluded in 2010 on 
interaction between development institutions 
and stakeholders to ensure continuous financ-
ing of innovative projects at all the phases of 
the innovation cycle10. The participants in the 
Agreement include Vnesheconombank (the 

10. The respective Agreement was concluded on April 6, 2010.

initiator), OJSC SME Bank, GK Rosnanotech, 
OJSC Russian Venture Company, the Fund for 
Assistance to SME Development in Scientific 
and Technical Sphere, the Russian Association 
of Venture Investment, CJSC Moscow Interbank 
Currency Exchange, the all-Russia public or-
ganization of small and medium entrepreneur-
ship “OPORA Rossii” and the Federal Agency 
for Youth Affairs.
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SME Support Programme

“2008”
programme implementation 
is being completed, planned 
amortization of the portfolio  
is underway

Crediting through partner-banks of SMEs engaged in industrial production for the 
purposes of acquiring, maintenance and modernization of fixed assets, expanding 
operating production facilities, further developing export operations and import-
substitution.

“Refinancing” Financing SMEs and SME infrastructure organizations through partner-banks (that, 
among other things, envisages extending loans to SMEs by the respective banks 
that use their own resources).

“Financing for Modernization 
and Innovation”

Financing of SME projects intended for creating and introducing innovation and 
technological modernization of production facilities

Loans Extended to SMEs by Partner-banks 
and Infrastructure Organizations (by regions), 
RUB billion

■ 01.01.2011 ■ 01.01.2010
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In 2011, the Skolkovo Fund joined the Agree-
ment. Joint work of the participants in the Agree-
ment with the Agency of Strategic Initiatives and 
the Russian Fund for Technological Develop-
ment was arranged.

Vnesheconombank came up with the initia-
tive to create a financial instrument to support 
dynamically developing medium-sized innovative 
enterprises — an international fund for entre-
preneurship support. The Fund is planned to be  

11. The results are given based on the OJSC SME Bank data.

established in cooperation with the KfW and with 
participation of foreign institutional investors. 
In July 2011, in the course of Russian-German 
intergovernmental consultations, a MoU with 
KfW to identify opportunities for the establish-
ment of the respective fund was signed. 

Management recognizes that in encourag-
ing enhanced scale and scope of SME support, 
Vnesheconombank’s cooperation with interna-
tional and foreign financial institutions, includ-
ing KfW, the European Bank for Reconstruction 
and Development (EBRD), Intesa Sanpaulo SPA 

Major Outcomes  
of the Programme11

As at 01.01.2012, 229 partners, including 111 banks and 118 infrastructure 
organizations that had loan agreements with OJSC SME Bank effective as at that 
date (as at the beginning of 2011 — 216), participated in the Programme.

The total amount of SME financing under the loan agreements with partner-banks 
(effective as at 01.01.2012) totaled RUB 121.3 bn. Apart from this, in conformity with 
the terms of the agreements, the partners’ commitment to SME support amounted 
to RUB 44.0 bn.

Throughout 2011, the amount of SME support rendered by partner-banks and 
infrastructure organizations more than doubled: the amount of indebtedness under 
credits extended to SMEs as at 01.01.2012 totaled RUB 73.7 bn (01.01.2011 — RUB 
34.3 bn).

The amount of loans extended by partners of OJSC SME Bank for a term exceeding 
3 years reached RUB 30.2 bn (as at 01.01.2011 — RUB 8.7 bn), with the respective 
share in the overall amount of loans increasing from 25.2% to 40.9%.

As at 01.01.2012, the average weighted interest rate on the SME Bank credit 
portfolio in the reporting period decreased from 13.7% to 12.33% per annum.

In the sectoral structure of credits to SMEs extended within the Programme 
through the OJSC SME Bank, credits extended to the non-trading sector accounted 
for the bulk of financing — 58%, inclusive of credits extended to SMEs operating in 
the industrial production — 20%.

As at 01.01.2012, the geographic reach of the Programme embraced all the 83 
constituent entities of the Russian Federation

Major outcomes of SME  
support for companies  
involved in innovation  
and modernization projects

The amount of funds extended for innovation and modernization projects over the 
reported period increased by 2.3 times and, as at 01.01.2012, reached RUB 26.5 bn 
(01.01.2011 — RUB 11.4 bn)

The aggregate share of credits extended to SMEs operating in this area amounted 
to 36.0% (01.01.2011 — 33.2%)
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and UBI Banka (Italy), Zuercher Kantonalbank 
(Switzerland) and Export-Import Bank of India 
was most instrumental.

The agreements envisage extension by the re-
spective financial institutions of long-term cred-
its amounting to EUR 1 bn under Vnesheconom-
bank’s guarantees to Russian commercial banks 
for subsequent financing of SMEs, including 
those engaged in export-import operations with 
counteragents from Europe and India.

As at 01.01.2012, largely due to these ef-
forts, the amount of guarantees extended by 
Vnesheconombank to Russian banks in favor of 
KfW reached USD 60.4 mn.

SME Development Agreements Concluded 
by Vnesheconombank in 2011

 An agreement with esterreichische Kon-
trollbank Aktiengesellschaft (an Austrian devel-
opment bank) that concerns extension of guaran-
tees, sureties and credits to credit organizations 
and legal entities engaged in rendering SME sup-
port in the Russian Federation for the purpose  
of developing industry, innovations, enhancing 
energy efficiency and creating new jobs;

 A MoU with the French state agency 
OSEO intended for establishing long-term coope- 

ration in rendering support to SMEs, including 
those engaged in innovative activities;

 A MoU that concerns the creation of 
Montreal Group of development institutions 
with participation of financial development in-
stitutions of Brazil, Canada, China, Germany, 
Mexico, France and India. The major goal of the 
document is facilitating the development of mi-
cro-, small- and medium-sized enterprises, as 
well as establishment of a global platform for 
exchange of advanced experience in the respec-
tive area;

 An Agreement on cooperation in SME 
support between Vnesheconombank, OJSC SME 
Bank and the Ukrainian Union of Industrialists 
and Entrepreneurs to bolster SME support in 
Russia and Ukraine by way of introduction of 
advanced SME support mechanisms drawing on 
the experience of both states.

In 2011, arranging training seminars for 
Russian entrepreneurs based on the metho-
dology AMPRETEK within the framework of 
Vnesheconombank’s cooperation with the 
UN Conference on Trade and Development 
(UNCTAD) was an important move forward in 
non-financial SME support.

SUPPORT FOR THE REAL SECTOR  

OF THE NATIONAL ECONOMY

Outcomes of Activities in 2011 As at 01.01.2012, more than 100 projects approximating to RUB 25 bn were at 
various stages of delivery; 

Schemes of joint support for projects by the Agreement participants with the use of 
various investment instruments were worked out and tested;

In accordance with the instruction of Dmitry Medvedev, the then President of the 
Russian Federation, a comprehensive programme designed to emphasize the 
importance of innovation and invention for 2012 and 2013 was devised. 
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2.4. Vnesheconombank’s 
Programme of Investments in 
Affordable Housing Construction 
and Mortgage Projects 

In 2011, the Bank proceeded with imple-
mentation of the Programme of Investments in 
Affordable Housing Construction and Mortgage 
Projects (the Programme), which aims to boost 
mortgage lending and increase its affordability 
for broader segments of population. 

The Programme provides for RUB 250 bn 
worth of total investments to include:

 up to RUB 150 bn, (up to RUB 50 bn 
worth of Vnesheconombank’s own resources 
and up to RUB 100 bn worth of pension sav-
ings managed by Vnesheconombank as the 
state trust management company (hereinafter, 
STMC’s funds)) — in mortgage-backed bonds;

 up to RUB 60 bn (STMC’s funds) — in 
state-guaranteed bonds of OJSC AHML;

 up to RUB 40 bn — NWF’s resources allo-
cated to Vnesheconombank in compliance with 
Federal Law No. 173-FZ to finance OJSC AHML.

Furthermore, Vnesheconombank’s Supervi-
sory Board approved a concept to stimulate the 
construction of affordable housing (hereinaf-
ter, the Concept). The Concept provides for the 
Bank’s refinancing of loans extended to devel-
opers of economy class housing at the rate not 
exceeding 10% p.a. by credit institutions partici-
pating in the Programme. Loans for such pur-
poses are to be extended at the rate of 3% p.a. 
for the period of up to 31.12.2013 in the amount 

not exceeding 1/3 of the resources made availa-
ble to a credit institution under the Programme. 

Over 2011, Vnesheconombank:

 acquired mortgage-backed bonds for 
the amount of RUB 2.8 bn using its own funds 
and RUB 5.6 bn using pension savings;

 acquired bonds of OJSC AHML guaran-
teed by the Russian Federation, for the amount 
of RUB 19.7 bn using pension savings;

 extended a loan to OJSC AHML in the 
amount of RUB 37 bn at the rate of 6.5% p.a. 
(overall, Vnesheconombank has extended RUB 
40 bn since the launch of the Programme). The 
source of financing — NWF;

 issued guarantees for the total amount 
of RUB 75 bn valid till the end of 2013 in favour 
of the mortgage-backed bond issuers to secure 
obligations of LLC VEB Capital under agree-
ments on services related to placement of bond 
issues;

 made available to OJSC Gazprombank 
monetary funds totaling RUB 3.0 bn at the rate 
of 3% p.a. (maturing in 2012–2013) to refi-
nance loans extended to developers of economy 
class housing.

In accordance with the decision made on 
depositing pension savings with commercial 
banks that comply with the applicable legal re-
quirements for pension savings investment and 
participate in the Programme, as at 01.01.2012, 
Vnesheconombank deposited RUB 11 bn worth 
of pension savings with two Russian banks.
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2.5. Vnesheconombank’s 
Educational Projects on 
Investments

To improve training quality and increase 
qualifications of investment specialists, Vnesh-
econombank goes ahead with the project on 
training participants in investment projects 
supported by development institutions. The 
year 2011 witnessed 12 educational events 
that provided training for more than 800 rep-
resentatives of the Russian public authorities, 
companies and the expert community. The ma-
jor events include:

 regional practical seminars: “Vnesh-
econombank: Far East Development Projects”; 
“Vnesheconombank: Siberian Federal District 
Development Projects”; “Vnesheconombank: 
Urals Federal District Development Projects”; 
and “Vnesheconombank: Northwestern Federal 
District Development Projects” intended for a 
wide range of businesses operating in these dis-
tricts;

 professional development courses “In-
vestments in Development Projects” using the 
facilities of the Russian Presidential Academy 
of National Economy and Public Administra-
tion. The course participants comprised em-
ployees of enterprises, consulting firms, as well 
as public and municipal authorities from vari-
ous Russian regions;

 work of Vnesheconombank’s consulting 
centre at the Seliger-2011 All-Union Education-
al Forum and arrangement of the best innova-
tion project contest for participants in the Inno-
vation and Technical Creativity shift;

 work of the educational service “How to 
Procure and Effectively Manage an Investment 
Project: Vnesheconombank and its Partners’ Suc-
cessful Practice” within the framework of the “En-
gineers of the Future 2011” First International 
Youth Industrial Forum in Irkutsk Region. The aim 
of the service was to teach investment manage-
ment basics to young engineers, engineering and 
technical students and postgraduates.

The Bank implemented a number of educa-
tional projects in cooperation with foreign devel-
opment and financial institutions.

With a view to implementing the Agreement 
on cooperation in HR training and experience 
exchange between SCO IBC member-banks, 
the Bank held training for heads and special-
ists from JSC Development Bank of Kazakhstan 
and National Bank for Foreign Economic Activ-
ity of Republic of Uzbekistan. During the train-
ing, Vnesheconombank detailed the participants 
on its priority business lines, major investment 
projects implemented with its participation, as 
well as on selection principles and criteria applied 
to investment projects by Vnesheconombank. 

Furthermore, Vnesheconombank organized a 
seminar on banking risks management for a dele- 
gation from the China Development Bank. The 
seminar was designed to encourage cooperation 
between the banks both on a bilateral basis and 
within SCO IBC and BRICS framework.

2.6. Support for Russian Exports

Production of commercially viable goods and 
their promotion in the global markets is one of 

SUPPORT FOR THE REAL SECTOR  
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the essential prerequisites for successful eco-
nomic development.

Today, only 0.5% of the Russian companies 
are exporters, with oil and petrochemicals ac-
counting for 61% of the Russian exports and 
high value-added goods — for only 5% .

In the global hi-tech exports, Russia’s share 
does not exceed 0.3%–0.4%.

Traditionally, much of Vnesheconombank’s 
attention is given to supporting exports of enter-
prises of the military and defence complex, air-
craft, transport, special and power engineering 
industries.

The Bank uses various tools to support Rus-
sian exports. In particular, it extends loans for 
pre-export financing of the Russian hi-tech pro-
duction and export credits to foreign borrowers, 
issues guarantees, draws and confirms letters of 
credit.

As at 01.01.2012, the Bank granted RUB 7.0 
bn in loans to promote Russian production in 
foreign markets and issued RUB 44.6 bn worth 
of guarantees.

In 2011, to acquire the Russian made equip-
ment and other products, the Bank extended a 
number of loans, in particular:

 in the amount of USD 1.2 mn under a 
syndicated loan facility to HIDROTOAPI E.P. 
(Republic of Ecuador) to finance the Ecuado-
rian party’s expenses associated with purchas-
ing Russian power engineering equipment 
under a foreign trade contract between the 

said company and OJSC INTER RAO UES. The 
contract for the delivery of Russian products 
is associated with the Toachi-Pilaton project 
to be delivered in Republic of Ecuador. The 
syndicated loan was arranged by CJSC RO-
SEXIMBANK. Other participants in the loan 
syndication include OJSC Gazprombank, 
Gazprombank (Switzerland) Ltd, Russian Com-
mercial Bank (Cyprus) Ltd.;

 in the amount of USD 8.9 mn under a 
loan facility to OJSC Belvnesheconombank to 
finance expenses of Brestenergo, a republican 
unitary enterprise (Republic of Belarus), as-
sociated with purchasing Russian power engi-
neering equipment under a foreign trade con-
tract with OJSC Teploenergoservis (Russian 
Federation).

A major export credit with Vnesheconom-
bank’s participation is the one to be extended 
to the Ministry of Telecommunications and In-
formation Technologies of Republic of Angola 
to finance the project on construction in An-
gola of the national satellite telecommunica-
tion system (Angosat project). The system is 
produced by OJSC Korolev Rocket and Space 
Corporation “Energia”. 

In the reporting period, the Bank also ne-
gotiated the financing of Sukhoi Superjet 100 
export deliveries to Armenia, Indonesia, Mexico, 
Laos and Italy. Alongside that, Vnesheconom-
bank scrutinized projects involving export cred-
its for delivery of the An-148/158-family air-
craft produced in cooperation with Ukrainian 
manufacturers to Nicaragua and Cuba, as well 
as transport machine-building products — to 
Ukraine and Kazakhstan.
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Establishment by Vnesheconombank in 
2011 of the Russian Agency for Export Credit 
and Investment Insurance (OJSC EXIAR) is the 
event, the importance of which for the Russian 
economy could hardly be overestimated. 

The Agency was established in compliance 
with the Major Guidelines for the Russian Fo-
reign Economic Policy up to 2020, Russian Go-
vernment’s Action Plan to Implement in 2009-
2012 Major Guidelines for the Russian Foreign 
Economic Policy up to 2020, and in pursuance 
of the Instruction by Russian President Dmitry 
Medvedev as to Creation of Export Credit and 
Investment Insurance System.

The major objective of OJSC EXIAR is to in-
sure Russian exporters and investors against 
business and political risks. The Agency offers 
customers an option of insuring both a seller 
and a buyer and the banks that finance delivery 
on the part of both the exporter and the import-
er. In fact, the project support will be ensured at 
every phase of the project life cycle. 

At the end of 2011, OJSC EXIAR concluded 
insurance contracts related to the Russian ma-
chine-building exports with the total insurance 
limit of some USD 15 mn.

In order to promote international coopera-
tion and experience exchange on the exports 
support, Vnesheconombank actively interacts 
with a number of leading export credit agencies, 
as well as international institutions, unions and 
associations engaged in export credit insurance.

In the reporting period, Vnesheconombank 
took part in the meeting of Prague Club of Ex-

port Credit and Investment Insurers (November 
2011, Muskat, Oman), OECD Working Group 
on Export Credits and Guarantees (April 2011, 
November 2011, Paris, France). These events 
comprised the presentation of OJSC EXIAR and 
discussions about Vnesheconombank’s role and 
place in the export support system.

During the G20 Conference on Export Fi-
nancing (June 2011, Paris, France) organized 
by the French Ministry of Economy, Finance and 
Industry, Vnesheconombank, COFACE (France) 
and SACE (Italy) signed a trilateral Cooperation 
Agreement. The Agreement is designed to help 
create an integrated system to finance interna-
tional sales of Sukhoi Superjet 100 aircraft us-
ing a credit leasing financial structure against 
COFACE and SACE insurance coverage.

2.7. Borrowings  
in Capital Markets

During 2011, Vnesheconombank continued 
dedicated efforts to build up its long-term re-
source base.

To this end, Vnesheconombank was borrow-
ing in the capital markets both through raising 
loans from foreign banks and issuing debt secu-
rities as major sources to replenish and increase 
the resource base.

The amount of mid- and long-term loans 
(with maturities exceeding 1 year) raised in the 
period under review reached RUB 182.4 bn.

As at 01.01.2012, the amount of mid- and 
long-term resources (with maturities of 1 year 
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Fostering innovations 
through the development 
of a new competitive family 
of diesel engines adopting 
the advanced world experi-
ence in product design and 
testing 

Borrower —
OJSC Avtodizel (GAZ Group).
Project initiator —
OJSC Russian Machines

1 2 3
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

COMPLEX  
PROJECT EVALUATION

Creating and organizing the production  
of a new YAMZ-530 engine family

Financing request for the 
project on organizing the 
production of a new family of 
YAMZ-530 diesel engines is 
subject to consideration.

The Bank’s Committee for 
Development of Investment 
Operations adopted a decision 
on expediency of a complex 
expert evaluation. The project is 
in the pipeline for VEB’s funding 
consideration.

The Credit Committee produced 
a positive opinion in respect 
of the Bank’s participation 
in financing the project. 
The financing request was 
submitted to the governing 
bodies for consideration and 
approval.

GOALS CAPABILITIES RESOURCES

Total 
project value, 
RUB bn	 9.99
The Bank’s  
commitment,  
RUB bn	 5.8



Advanced equipment  
of world’s leading technology  
companies 

Thyssen	Krupp	Krause		

JW	Froehlich		

Grob	Werke

Increased resource up to 

900 thousand km

Compliance with  

Euro-4 and Euro-5 standards

4 5
FINANCING PROJECT MONITORING  

AND ADMINISTERING

The Bank’s governing bodies 
made a decision on financing 
the project. On 12 October 2010, 
a loan agreement was conclud-
ed. Continuous project monitor-
ing by the Bank is ensured. In 
November 2011, the construc-
tion of the industrial site was 
completed.

IMPLEMENTATION DELIVERABLES
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and exceeding 1 year) totaled RUB 402.1 bn 
(+56% on the same indicator as at the start 
of the reporting period). At the same time, the 
amount of funds raised (with maturities exceed-
ing 5 years) grew by 1.7 times as compared to 
the start of 2011 to reach RUB 289.8 bn.

Raising Resources with the Use of 
Securities Market Instruments
Vnesheconombank’s borrowing portfolio in-

cludes the Russian rouble-, US dollar- and Swiss 
franc-denominated debt securities issued in the 
domestic and foreign capital markets. 

In February 2011, Vnesheconombank placed 
CHF 500 mn worth of 5-year Eurobonds (the 
coupon rate — 3.75% p.a.). Barclays Capital and 
BNP Paribas acted as joint lead managers. Thus, 
having placed the “longest” Swiss franc-deno-
minated Eurobond issue, Vnesheconombank 
sets a new benchmark (minimum coupon rate) 
in the capital market for borrowers representing 
emerging nations. 

Fitch Ratings and Standard&Poor’s, interna-
tional rating agencies, assigned the issue BBB/
BBB ratings respectively, with the Eurobonds 

Equivalent to RUB, bn 01.01.2011 01.01.2012

Funds raised through placements of debt securities,  
total

153.0 174.6

Including:

Amount of Eurobonds issued (maturity — 5, 7, 10 and 15 years) 97.5 119.6

Amount of domestic foreign currency-denominated bonds (maturity — 1 year) 30.5 —

Amount of domestic ruble-denominated bonds (maturity — 10 years, with 3-, 
5- and 7-year blackout periods)

25.0 55.0

Amount of credits obtained from banks (maturity — over 1 year) 104.4 227.5

Amount of resources raised in capital markets,  
total

257.4 402.1

Structure of Funds Borrowed in Capital Markets by Maturity, RUB billion

■ 01.01.2012 ■ 01.01.2011

171.7
289.8

105.9

6.4
12.6

73.1

Exceeding 5 years
 

From 3 to 5 years

 
From 1 to 3 years
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placed among a wide range of prime rate institu-
tional long-term investors.

Also, in 2011, the Bank placed in the domes-
tic market 2 issues of 10-year ruble-denominat-
ed bonds with the nominal value of RUB 15 bn 
each (the blackout period — 5 years, the coupon 
rate 7.9% and 8.5% p.a. respectively).

December 2011 saw the registration of 5 Se-
ries of domestic foreign currency-denominated 
Vnesheconombank’s bonds with the total nomi-
nal value of USD 3 bn maturing in 3 years.

Raising Resources  from Foreign Banks
As at 01.01.2012, the amount of funds bor-

rowed in the form of loans with maturities ex-
ceeding 1 year reached an equivalent of RUB 
227.5 bn (RUB 104.4 bn — 01.01.2011). 

Admittedly, launching in April 2011 the big-
gest in the Bank’s history syndicated loan facility 
(USD 2.45 bn; Libor (6m) + 1.3%) in the format 
of a Club Deal became a hallmark event of the 
year. Remarkably, 19 banks acted as creditors.

Apart from it, in the year under review, within 
the framework of bilateral agreements and club 
deals with a number of foreign banks in order to 
finance investment projects, Vnesheconombank 
raised the sum equivalent to RUB 70.5 bn of mid- 
and long-term “tied” credits that is a 9-time rise 
on the similar indicator of 2010 (RUB 7.8 bn).

The major “tied” deals of 2011 comprised 
credit agreements with:

 Japan Bank for International Coopera-
tion (USD 1.0 bn, tenor — 14 years); with a club of 

foreign banks headed by Sumitomo Mitsui Bank-
ing Corporation (USD 0.5 bn, tenor — 5 years) 
to finance a project for construction of an inte-
grated complex to produce ammonia, methanol 
and granulated carbamide in Mendeleevsk, Re-
public of Tatarstan;

 HSBC Bank plc (RUB 6.7 bn, tenor — 
10 years) to finance a project for construction  
of a cement plant with the capacity of 3.5 mn 
tons), Kaluga Region

 Deutsche Bank AG (RUB 601 mn, ten-
or — 7 years) to finance a project for construction  
of a pig breeding complex in Voronezh Region.

Overall, the year 2011 witnessed the sign-
ing of loan agreements that stipulated raising by 
Vnesheconombank from foreign banks of mid- 
and long-term credit resources (including those 
under the cover provided by ECAs) in the total 
amount equivalent to USD 2.9 bn.
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The documents regulating 
Vnesheconombank’s activities stipu-
late engagement in operations in 
the domestic and foreign financial 
markets with a view to placing tem-
porary idle funds and managing 
risks. Annually, Vnesheconombank’s 
Supervisory Board sets the limits 
for temporary idle funds (liquidity) 
management.

FX and Interbank Money  
Market Operations, Managing  
the Bank’s Securities Portfolio

3

To this end, Vnesheconombank performs ope- 
rations in the FX, interbank money markets and 
securities markets: places and raises short-term 
ruble and foreign currency-denominated loans, 
engages in FX operations and deals to manage 
its securities portfolio, effects REPO deals, as 
well as those with the derivative financial instru-
ments.

Specific instruments, parameters and terms 
and conditions applicable to operations in the 
above segments of the financial markets are 
defined depending on the outcomes of careful 
analysis of the current and forecast market en-
vironment.

3.1. FX and Interbank  
Money Market 

In 2011, just as in 2010, Vnesheconombank 
engaged in activities in the FX and interbank 
money markets against the backdrop of high 
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volatility of exchange rates of major global cur-
rencies.

In H1 2011, in the circumstances of a tempo-
rary stabilization of the European crisis, the euro 
was gaining against the dollar from 1.29 to 1.49. 
But starting from August 2011, the deepening 
crisis in some of the Eurozone countries brought 
about the weakening of the euro to the level of 
EUR/USD 1.295.

Over the year, the range of the USD/RUB 
exchange rate fluctuation demonstrated similar 
dynamics. Gains for the ruble against the dollar 
from 30.48 to 27.26 witnessed in H1 of the year 
were followed by the ruble weakening against 
the dollar to 32.67 to finally stand at 32.20 at 
the end of 2011. Actually, September 2011 saw 
the worst weakening of the ruble (1 EUR = RUB 
43.86). But thanks to the gradual rouble gains at 
the end of the reporting period EUR/RUB was 
eventually standing at 41.67.

The Bank’s committed efforts to raise re-
sources in the capital markets and a well-
thought-out approach to replenishing the re-
source base (in terms of currencies) motivated a 
decrease in the volumes of Vnesheconombank’s 
FX operations.

In 2011, the overall turnover under the Bank’s 
FX operations was posted at RUB 6 719 bn  
(RUB 11 000 bn — 2010), including a decline in 
“currency swap” operations to RUB 4 050 bn 
(RUB 8 417 bn — 2010).

As a matter of fact, placement of ruble- and 
foreign currency-denominated funds for a term 
of up to 90 days and raising funds to secure the 

ongoing liquidity were the major lines of the 
Bank’s activities in the interbank money market.

Notably, at the end of the year, the overall 
turnover of funds placement in the interbank 
market totalled RUB 8 093 bn, while the overall 
volume of funds raised (less long-term and “tied” 
credits) reached RUB 5 508 bn. 

Major Russian banks were Vnesheconom-
bank’s counterparts in the interbank money 
market. 

3.2. Managing Securities 
Portfolio

Over 2011, the price dynamics in the Rus-
sian stock market was negative following the ma-
jor trends witnessed in the global stock markets.  
In the circumstances of the risk aversion sentiment 
demonstrated by investors and the withdrawal, 
among other things, from the stock markets of 
the emerging nations, the Russian Trading System 
(RTS) index posted a 22% decrease from 1770 to 
1380 points, with the index hitting its maximum 
value (2134 points) in April and dropping to a mini-
mum one (1200 points) in October 2011.

Turnover of Money Market Operations  
(short-term interbank loans)

5 508

■2011 ■2012

8 093
8 747

Funds raised

Funds placed

6 402
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In this situation, the structure of the Bank’s 
securities portfolio was adjusted in favor of re-
duced investment in shares and depository re-
ceipts and increased investment in debt securi-
ties deemed to be most credible instruments.

The portfolio is diversified by types of securi-
ties and issuers, with the liquid instruments of 
most credible Russian issuers making the bulk 
of investments. Vnesheconombank’s securities 
portfolio includes debt and equity securities: 
the Russian Federation government bonds, cor-
porate debt securities of the Russian residents 
(bonds, Eurobonds and promissory notes) and 
foreign issuers’ bonds, sovereign and corporate 
risk-linked notes, shares and depository receipts.

As at 01.01.2012, the amount of the securi-
ties portfolio totaled RUB 474.1 bn.

Securities Portfolio  
(by instruments)

■   Shares and depository receipts
■   Russian Federation debt securities
■   Corporate debt securities of the Russian Federation

 residents (bonds, Eurobonds and promissory notes)
■   Other debt securities (foreign issuers’ bonds and 

credit notes “linked” to corporate and sovereign risk)

AS AT 1 JANUARY

2011
%

2.7
31

.8

59.6

5.
9

11
.0

3.4

49
.7

35.9
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2012
%
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4 Depository Activities

Since 1999, Vnesheconombank has been 
providing a universal range of depository and 
settlement services to securities market partici-
pants in respect of securities that are traded in 
the Russian market and in the markets of more 
that a 100 countries globally. 

Vnesheconombank opened direct interde-
pository accounts with Euroclear Bank and 
Clearstream Banking (international deposito-
ries), the Bank of New YorkMellon (a major glo-
bal custodian bank), with the leading Russian 
depositories. 

Also, the accounts of a nominal holder were 
opened for the Bank with shareholders’ registers 
that are maintained with 23 registrar companies. 
The Bank has its own certified vault for safekeep-
ing certificates of documentary securities.

Vnesheconombank’s Depository (hereinaf-
ter — the Depository) opens various category 
depo accounts for the clients: owner accounts, 

VNESHECONOMBANK’S  
DEPOSITORY IS NOTED FOR:

  a high level of automation 
of processes; 

  convenient time of payment 
order acceptance; 

  speedy instruction 
execution; 

  a wide range of client report 
formats;

  a system of client manager 
in place; 

  electronic communication 
through SWIFT;

  “Bank-Client-Depo” system 
in place 
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trustee accounts, pledge holder accounts, inter-
depository accounts, issuance accounts.

The Depository carries out electronic online 
communication with other depositories that 
perform the function of a vault for securities 
safekeeping ensuring thereby speedy and reli-
able settlements and document turnover.

As at 01.01.2012, the overall number of cli-
ent depo accounts maintained by the Depository 
was running at 885. In 2011, 48 new client depo 
accounts were opened. The number of deposi-
tory operations over the client accounts in 2011 
made 19 941 (in 2010 — 17 703).

Vnesheconombank’s Depository acts as a 
designated depository and the payment agent for 
the Russian Federation Ministry of Finance in the 
market of MinFins and the Russian Federation 
Eurobonds. 

In May 2011, in accordance with the terms 
of the domestic government currency-denom-
inated bond issue (hereinafter referred to as 
Minfin bonds issue) Vnesheconombank, acting 
as the agent for the Russian Federation Minis-
try of Finance, made a redemption of the last 
remaining in circulation VII Tranche of Minfin 
bonds in the amount of USD 1.75 bn at par 

value, as well as paid out yield on the last cou-
pon of the respective bonds.

Over the period under review, Vnesheconom-
bank, drawing on the federal budget funds, 
made coupon payments, as well as payments 
of principal amounts under the IV-V Tranche 
Minfin bonds, when the bonds were presented 
to Vnesheconombank by bondholders, as well 
as when exchanging the balances on the Rus-
sian legal entities’ blocked and special currency  
accounts for MinFin bonds. The total amount of 
payments under IV-V Tranche MinFins in 2011 
reached USD 1.28 mn. 

Vnesheconombank acts as a payment agent 
under corporate bond issues that are backed by 
the sovereign guarantees of the Russian Federa-
tion.

In 2011, Vnesheconombank acting as the 
payment agent to service bonds of OJSC AHML, 
effected payments under the bonds of the issuer 
amounting to RUB 5.0 bn. OJSC AHML’s bonds 
are guaranteed by the Russian Ministry of Fi-
nance. 

Also, the Depository effects a wide spectrum 
of operations with securities that serve as a col-
lateral under credits and guarantees extended 
by the Bank. Apart from that, Vnesheconom-
bank’s professionals keep depository records of 
the Bank’s proprietary operations with securi-
ties and Vnesheconombank’s operations as the 
STMC to manage the pension savings. 

A NEW SERVICE PROVIDED 
BY THE DEPOSITORY SINCE 2011

 Conversion of foreign issuers’ securities 
into the Russian depositary certificates and 
a reverse conversion. 
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Agent for the Government  
of the Russian Federation5

Priority was given to reducing the amount of 
the sovereign foreign debt of the Russian Fede-
ration and the respective servicing costs. Also, 
the Bank was seeking to ensure maximum possi-
ble revenues for the federal budget by means of 
debt repayments by debtor countries and Rus-
sian borrowers. 

In the period under review, the Bank deve-
loped and prepared analytical opinions on set-
tlement of the sovereign foreign debt and mana-
gement of the state external financial assets. 
Proposals on trade-economic and scientific-
technical cooperation of the Russian Federa-
tion with foreign countries for inclusion into the 
agenda of 23 meetings and sessions of inter-
governmental bodies (or committees and sub-
committees established within their framework) 
were worked out.

The Bank’s specialists were directly involved 
in the international negotiation process. Also, 
the Bank’s representatives participated in the 

In 2011, Vnesheconombank con-
tinued to perform the functions of 
the agent for the Government of 
the Russian Federation in effecting 
payments/settlements and ensuring 
information and analytical servicing 
of Russia’s sovereign foreign debt, 
managing external state financial 
assets of the Russian Federation, 
securing repayment of debt owed to 
the Russian Federation by legal enti-
ties, constituent entities of the Rus-
sian Federation and municipalities, 
as well as the functions related to 
extending and executing of the Rus-
sian Federation state guarantees.
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work of the Russian delegation at all the 9 ses-
sions of the Paris Club of creditors, in the annual 
Club meeting with a number of sovereign credi-
tors and the representatives of the private sec-
tor, as well as in multilateral negotiations of the 
Paris Club with Guinea Bissau and Cote d’Ivoire. 
Based on the results of the negotiations, mul-
tilateral protocols of the Club with the debtors 
were signed. In 2011, Vnesheconombank, act-
ing on the instructions of the Russian Federa-
tion Ministry of Finance, headed the Russian 
delegation at 4 sessions of the Paris Club of 
creditors.

5.1. Servicing the  
Sovereign Foreign Debt 
of the Russian Federation

As at January 1, 2012, the amount of the fo-
reign sovereign debt of the Russian Federation 
recorded on Vnesheconombank’s books totaled 
USD 32.3 bn (as at 01.01.11 — USD 36.0 bn). 

Over the reporting period, Vnesheconom-
bank in due time effected payments totaling 
USD 5.1 bn (drawing on the Russian Federation 
budget funds) in redemption and servicing of 
the Russian Federation sovereign foreign debt. 
In particular, the Bank made payments total-
ing USD 3.6 bn in redemption of the principal 
amounts, as well as coupon payments under the 
Russian Federation Eurobonds.

In 2011, the Bank’s professionals kept records, 
carried out servicing and made payments in re-
demption of the indebtedness under 33 “tied” 
credits (foreign trade contracts under which the 
Russian organisations were importers of goods 

and services) extended by foreign counteragents 
under the Russian Federation Government guar-
antees after January 1, 1992. Payments amount-
ing to USD 159.3 mn in favour of creditors of Ger-
many, Turkey, France and Japan were effected.  
In 2011, settlements under the credits extended 
by French banks were fully completed.

Also, scheduled payments totaling USD 
119.1 mn under the financial credit raised from 
Japan Bank for International Cooperation, To-
kyo, were made.

Within the framework of the 3rd closing stage 
of the exchange of the former USSR commercial 
debt for foreign currency-denominated bonds of 
the Russian Federation, which were recorded 
on Vnesheconombank’s books, as a result of 
the reconciliation procedure a number of credi-
tors’ claims filed against the Russian Federation 
and Vnesheconombank were not recognized as 
eligible for settlements and were accordingly 
submitted for court consideration. In 2011, 
Vnesheconombank’s professionals duly provid-
ed the Russian Federation Ministry of Finance 
with all the documentation required for present-
ing a well-motivated legal position to advocate 
the interests of the Russian Federation and 
Vnesheconombank during the respective court 
proceedings.

In accordance with the instructions of 
the Russian Federation Ministry of Finance 
and the Russian Federation Government Ex-
ecutive Office, Vnesheconombank’s profes-
sionals participated in agreeing the draft  
Directive of the Russian Federation Govern-
ment on completion in 2012 of settlements with 
holders of debt claims that were recognized as 
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compliant to the criteria of the former USSR 
commercial indebtedness and are eligible for 
restructuring. The Russian Federation Govern-
ment approved the respective Directive in De-
cember 2011 (No. 2418-r dd. 28.12.2011).

In conformity with the Russian-Finnish agree-
ment on repayment of debt previously settled 
within the framework of arrangements with the 
Paris Club of creditors by way of effecting “debt-
for-goods-swap” operations, the redemption of 
indebtedness continued through the goods de-
livery schemes.

Alongside that, record-keeping/settlement 
support was provided for operations related to 
redemption of Russia’s debt towards creditor-
countries beyond the framework of the Paris 
Club. Overall, USD 401.5 mn worth of this for-
eign debt category was redeemed. 

In 2011, expertise of 5 intergovernmental 
draft agreements/supplements on debt settle-
ment (the Czech Republic, Thailand, Kuwait, 
Montenegro and Malta) was carried out, with the 
respective expert opinions duly presented. Also, 
the signing of 3 interbank agreements/supple-
ments on the procedure for book-keeping/set-
tlements of indebtedness was ensured (People’s 
Republic of China, Thailand, Montenegro).

As a result of a set of payment/settlement 
measures undertaken in 2011, the indebtedness 
of the former USSR and the Russian Federation 
towards Thailand, Republic of Croatia and Ori-
ental Republic of Uruguay was fully redeemed.

In the reporting period, after the settlement 
of the former USSR debt towards foreign credi-

tors — the London Club member-states was com-
pleted, the respective obligations amounting to 
USD 17.5 mn were written off Vnesheconom-
bank’s books.

At the end of the period under review, 
Vnesheconombank’s indebtedness under the 
restructured principal notes (PRINs) was fully 
written off the Bank’s books. The indebtedness 
under interest arrears notes (IANs) was writ-
ten off the Bank’s books in the amount of USD 
0.6 mn and as at 01.01.2012 totaled USD 
32.9 mn. 

During the period under review, the Bank 
continued work to settle the former USSR do-
mestic foreign currency-denominated debt owed 
to legal entities of the CIS countries and the Bal-
tic States.

5.2. Managing  
State External  
Financial Assets  
of the Russian Federation

The funds transferred to the federal budget 
in 2011 as a result of the Bank’s operations to 
manage state external financial assets included 
payments by foreign borrowers to redeem and 
service the debt, as well as proceeds delivered 
through realization of clearing and blocked cur-
rency-denominated debts.

Vnesheconombank keeps records and  
effects settlements related to debts owed to Rus-
sia by 55 debtor-countries under state loans ex-
tended by the Russian Federation in accordance 
with 284 loan agreements. 
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Over the period under review, Vnesheconom-
bank’s professionals signed:

 8 trilateral agreements between 
the Russian Federation Ministry of Finance, 
Vnesheconombank and Russian organisations 
on the procedure for providing budget financ-
ing to Russian exporters that supply goods and 
render services utilizing state credits;

 7 agreements with designated foreign 
organizations on technical procedure of book-
keeping/settlements under state credits;

Apart from this, 8 intergovernmental draft 
agreements/supplements on extending new 
state loans and on debt settlement were agreed.

5.3. Ensuring Repayment  
of Debt Owed to the Russian 
Federation by Legal Entities, 
Constituent Entities of  
the Russian Federation  
and Municipalities

In an agency capacity, Vnesheconombank 
also places a tight focus on resolving issues re-
lated to the settlement of bad debts owed by legal 
entities, the constituent entities of the Russian 
Federation and municipalities under the federal 
budget loans, as well as to settlement of indebted-
ness under targeted financing provided for Rus-
sian legal entities in exchange for equities trans-
ferred into the Russian Federation ownership.

In 2011, the total amount of the settled in-
debtedness owed to the federal budget approxi-
mated to USD 785 mn. 

Within the in- and out-of-court procedure of 
debt settlement, more than USD 294 mn was 
transferred to the federal budget, inclusive of 
USD 221 mn transferred under amicable agree-
ments and debt restructuring agreements con-
cluded earlier.

Vnesheconombank’s specialists participated 
in 158 court hearings with respect to 44 law-
suits.

In the reported period, 4 amicable agree-
ments amounting to USD 90.9 mn that settle 
indebtedness towards the federal budget were 
concluded.

5.4. Issuance and Execution  
of the Russian Federation  
State Guarantees 

In conformity with Federal Law No. 357-FZ 
dd. 13.12.2010 “On Federal Budget for 2011 
and the Planned Period of 2012 and 2013” 
and the Russian Federation Government Direc-
tives12, Vnesheconombank performed the fun-
ctions of the Agent for the Russian Federation 

Within the period from 2007 to 2011,  
the total amount of the settled indebtedness 
owed to the federal budget approximated  
to USD 5 320 mn

12. Directives of the Russian Government No. 103 dated 
14.02.2009, No. 104 dated 14.02.2009, No. 128 dated 05.03.2010, 
No. 223 dated 12.04.2010, No. 709 dated 10.09.2010, No. 721 
dated 13.09.2010, No. 722 dated 13.09.2010, No. 786 dat-
ed 05.10.2010, No. 1017 dated 14.12.2010, No. 1215 dated 
31.12.2010, No. 338 dated 04.05.2011.
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Government in issuing and executing the Rus-
sian Federation state guarantees. 

The Bank made a thorough scrutiny of ap-
plications for state guarantees, prepared the 
relevant conclusions, ensured analysis/record 
keeping of the Russian Federation state guaran-
tees, which were extended, and of the respective 
organizations’ commitments:

 under credits raised by:
■ organizations that were selected in accord-
ance with the procedure set forth by the Russian 
Federation Government;
■ strategic companies representing the de-
fense industry;
■ legal entities that are registered in the 
Chechen Republic and carry out their core 
statutory activities in the Chechen Republic for 
delivery of investment projects in the Chechen 
Republic;
■ companies representing the defense indus-
try that were selected in accordance with the 
procedure set forth by the Russian Federation 
Government to implement the defense industry 
state order;
■ legal entities that are registered and carry 
out their core statutory activities in the North 
Caucasian Federal District for delivery of invest-
ment projects in the North Caucasian Federal 
District;

 under credits or bond loans raised by:
■ legal entities that were selected in accord-
ance with the procedure set forth by the Russian 
Federation Government for delivery of invest-
ment projects;
■ state corporation Russian Corporation of 
Nanotechnologies;

■ state company OJSC Russian Highways;

 under a bond loan raised by OJSC Unit-
ed Aircraft Building Corporation;

 under a bond loan raised by OJSC Unit-
ed Industrial Corporation Oboronprom;

Overall, over the reporting period, positive 
opinions in respect of 39 applications for provi-
sion of the Russian Federation state guarantees 
totaling USD 6.0 bn were produced. The year 
2011 witnessed preparation of 90 conclusions 
to agree amendments/supplements to loan 
agreements and contracts on securing commit-
ment fulfillment, which, among other things, are 
covered by the Russian Federation state guaran-
tees.

Alongside that, Vnesheconombank reviewed 
the financial standing of 67 principals, as well 
as evaluated the liquidity of collaterals offered 
under the loan agreements secured by state 
guarantees. 

Overall, Vnesheconombank keeps analytical 
records of 184 state guarantees of the Russian 
Federation approximating to USD 18.2 bn (as at 
01.01.2011 — 148 state guarantees amounting 
to USD 13.2 bn).



Modernization of Russia’s 
transport infrastructure 
through creating in the 
North-Western region of a 
major “dry port” for trans-
shipment of container 
export-import freight.

Project initiator —  
LLC Yanino Logistics Park

Construction of Yanino transport-logistics park

1 2 3
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

COMPLEX  
PROJECT EVALUATION

Financing request for the 
project on construction of 
Yanino Transport-Logistics Park 
is subject to consideration.

The Bank’s Committee for 
Development of Investment 
Operations adopted a decision 
on expediency of a complex 
expert evaluation. The project is 
in the pipeline for VEB’s funding 
consideration.

The Credit Committee produced 
a positive opinion in respect 
of the Bank’s participation 
in financing the project. The 
financing request was submitted 
to the governing bodies for 
consideration and approval.

GOALS CAPABILITIES RESOURCES

Total 
project value, 
USD mn	 127.8
The Bank’s  
commitment,  
USD mn	 87.5



4 5
FINANCING PROJECT MONITORING  

AND ADMINISTERING

The Bank’s governing bodies 
made a decision on financing 
the project. On 19 September 
2008, a loan agreement was 
concluded. Continuous project 
monitoring by the Bank is en-
sured. On 28 May 2011, inau-
guration of the Yanino Logistics 
Centre took place.

IMPLEMENTATION DELIVERABLES

Total  
area  49.8 ha 

simultaneous container storage 
capacity — more than

 10	000 TEU

Installed container  
transshipment capacity –

500 
TEU’s. p.a.

Construction of Yanino transport-logistics park
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Vnesheconombank performs the 
function of the State Trust Manage-
ment Company (hereinafter — the 
“STMC”) to manage the pension 
savings of the insured citizens of 
the Russian Federation who have 
not exercised the right to choose a 
private pension fund or a private as-
set management company and those 
who have shown preference for the 
STMC.

It is important to note that all the 
operations related to the pension 
savings management are effected 
in strict compliance with the legisla-
tion in force, with the principle of 
independence and segregation of the 
above operations from the Bank’s 
other activities being strictly ob-
served. 

STMC priority tasks
 ensuring the safety of the pension sav-

ings transferred to Vnesheconombank for trust 
management;

  minimizing market risks when investing 
the respective funds and transferring the funds 
back at the request of the Russian Federation 
Pension Fund.

Principles of pension  
savings investment

 safety;

 liquidity;

 profitability;

 investment portfolio diversification.

State Trust  
Management Company6
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FEDERAL LAW 

No. 111-FZ 
dd. 24.07.2002 

“On Investing Funds  
for Financing Accumulative  
Part of Labour Pensions  
in the Russian Federation”

RUSSIAN FEDERATION  
GOVERNMENT DIRECTIVE 

No. 34 
dd. 22.01.2003 

“On Designating the Bank 
for Foreign Economic Affairs  
of the USSR (Vnesheconombank)  
as the State Trust Management 
Company to Manage Pension  
Savings”

In order to ensure safety of investments, 
the STMC practices a conservative approach to 
placement of funds that allows for maintaining a 
relatively low level of risks.

Admittedly, in 2011, the market environment 
for pension savings management was not fa-
vourable due to:

 reduced prices of most issues of long-
term OFZs (a considerable part of them was trans-
ferred to Vnesheconombank by the Russian Fede-
ration Pension Fund for management in 2011);

 low volumes of IPOs of highly reliable 
corporate bonds (inclusive of mortgage bonds) 
performed by credible issuers, as well as of 
bonds backed by the Russian Federation sover-
eign guarantees.

Extended Investment Portfolio

In conformity with the Investment Decla-
ration of the extended investment portfolio, 
the pension savings are eligible for investment 
in government rouble- and foreign currency-
denominated securities, in the securities of the 
Russian Federation constituent entities, corpo-
rate bonds, mortgage securities, the securities of 
the international financial organizations (IFOs) 
and in rouble- and foreign currency-denominat-
ed cash funds and deposits placed on accounts 
with credit organizations.

Throughout 2011, the Russian Federation 
Pension Fund transferred to the STMC assets 
(cash funds, as well as long-term OFZs) in the 
total amount of RUB 602.9 bn (RUB 241.1 bn — 
2010). 

RUSSIAN FEDERATION  
GOVERNMENT DIRECTIVE 

No. 970 
dd. 22.12.2008 

“On Setting the Term for  
the Bank for Development 
and Foreign Economic Affairs 
(Vnesheconombank) to Act  
as the State Trust Management  
Company to Manage Pension  
Savings”

STATE TRUST  

MANAGEMENT COMPANY
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As at the end of 2011, the market value of 
the extended investment portfolio amounted 
to RUB 1328.9 bn (as at year start 2011 — RUB 
737.8 bn).

At the end of 2011, just as before, investment 
in the government bonds accounted for the bulk 
of the extended investment portfolio — 67.6% 
(71.9% — 01.01.2011). The share of cash funds 
(including deposits) amounted to 16.5%, which 
resulted from the transfer of a huge amount of 
pension saving to the STMC for management by 
the Russian Federation Pension Fund.

To address the strategic challenge of en-
hancing the respective portfolio diversification, 
during the period under review the amount of 
investment in non-government bonds was con-
siderably increased. It happened, among other 
things, due to acquisition of bonds backed by 
the Russian Federation sovereign guarantees 
of corporate issuers that engage in implement-
ing infrastructure projects of national sig-
nificance (OJSC Russian Railways, OJSC FSK, 
Avtodor state company, OJSC Western High 
Speed Diameter (St. Petersburg), the North-
West Concession Company (Moscow — St. 
Petersburg Highway). As a result, the market 
value of the respective component of the port-
folio at the end of 2011 totalled RUB 189.6 bn 
(+50.2% on the similar indicator posted at the 
beginning of the year).

In order to diversify the extended in-
vestment portfolio, to effectively manage 
the short-term liquidity, as well as to ensure 
the transfer of funds back at the request 
of the Russian Federation Pension Fund,  
8 tenders were held, In the course of the ten-
ders, the STMC placed RUB 136.9 bn worth of 
funds for a term of approximately 10 months 
with banks that met the eligibility criteria of the 
pension savings investment legislation. The av-
erage weighted interest rate of placing funds —  
8.06% p.a.

In 2011, the yield on the STMC extended  
investment portfolio amounted to 5.47%, sli- 
ghtly lower than the annual inflation rate  
in 2011 (6.1% according to the data of the  
Russian Statistics Office). Obviously, the trans-
fer to Vnesheconombank at the end of the  
reporting year of a huge amount of pension 

Structure of the STMC  
Extended Portfolio

■  OFZs
■  GSOs
■   The Russian Federation constituent entities’ bonds
■   Corporate bonds (guaranteed 

 by the Russian Federation)
■  Corporate bonds
■  Mortgage-backed bonds
■   IFO bonds
■  Cash
■  Accrued coupon

AS AT 1 JANUARY

2012
%

0.4
4.6

6.8

1.5
1.1

33.0

16
.5

34.6

1.
5
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savings substantially impacted the level of yield 
on investment.

According to the data offered by the Russian 
Federation Pension Fund, in terms of the invest-
ment yield on the extended investment portfo-
lio, the STMC ranked 4th among all the 58 asset 
managing companies.

Investment  
Portfolio of Government 
Securities

In conformity with the Investment Declara-
tion applicable to the government securities 
portfolio, the pension savings are eligible for 
investment in government rouble- and foreign 
currency-denominated securities, corporate 
bonds backed by the Russian Federation sover-
eign guarantee, as well as in rouble- and foreign 
currency-denominated cash funds placed on ac-
counts with credit organizations.

Throughout the period under review, the 
amount of the investment portfolio of govern-
ment securities witnessed a more than 2-fold 
increase and its market value reached RUB 
5.16 bn. In 2011, the Russian Federation Pen-
sion Fund transferred to the STMC for manage-
ment pension savings in the total amount of RUB 
2.7 bn. These funds were earmarked for invest-
ment in the portfolio of government securities.

In 2011, the portfolio of government securiti-
es was substantially diversified. The share of OFZs 
considerably decreased (from 93.0 to 53.0%) due 
to inclusion in the respective portfolio of GSOs  
and the bonds of corporate borrowers, whose  

commitments were backed by the Russian Federa-
tion guarantees.

In 2011, the investment yield on the govern-
ment securities investment portfolio made 5.9% 
p.a. that is slightly below the annual inflation 
rate (6.1%).

According to the data offered by the Russian 
Federation Pension Fund, in terms of the invest-
ment yield on the government securities portfo-
lio, the STMC ranked 3rd among all the 58 asset 
managing companies.

Structure of the STMS Russian  
Government Securities Portfolio 

■  OFZs
■  GSOs
■   Corporate bonds (guaranteed 

 by the Russian Federation)
■   Cash
■  Accrued coupon

AS AT 1 JANUARY

2012
%

21.8

14.2

9.
2

53.01.
8

STATE TRUST  

MANAGEMENT COMPANY
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7.1. Governing  
Bodies

Supervisory Board — Vnesheconombank’s 
Supreme Governing Body.

The Supervisory Board consists of 8 mem-
bers appointed by the Government of the Rus- 
sian Federation and the Chairman of Vnesh-
econombank, who is on the Supervisory Board 
ex officio.

The Chairman of the Russian Federation Go-
vernment is the Chairman of Vnesheconombank’s 
Supervisory Board.

Key functions of the Supervisory Board:

 defining the major areas of the Bank’s 
activities; 

 approving the Bank’s revenues/expendi-
tures plan (budget);

In compliance with Federal Law 
“On Bank for Development”, 
Vnesheconombank’s governing bod-
ies consist of the Supervisory Board, 
the Management Board and the 
Chairman of Vnesheconombank.

System of Governance7
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 approving the Bank’s annual report and 
other basic internal documents;

 approving an independent external au-
ditor to perform a mandatory annual audit of the 
Bank’s annual financial statements;

 appointing Head of the Bank’s Internal 
Control Department;

 making decisions pertaining to approv-
ing transactions in compliance with the docu-
ments regulating the Bank’s activities.

Management Board — a collegiate executive 
body of Vnesheconombank.

The Management Board consists of 
Vnesheconombank’s Chairman (ex officio) and 
8 Board members appointed by Vnesheconom-
bank’s Supervisory Board.

The Chairman of Vnesheconombank heads 
the Board and is in charge of its activities.

The Management Board acts within the pow-
ers set forth by Federal Law “On Bank for Devel-
opment” and in compliance with the established 
procedures. 

In accordance with the established proce-
dures, the Board, on a regular basis, at least once 
a month, holds meetings.

Chairman of Vnesheconombank — Chairman 
of Vnesheconombank acts as the sole executive 
body.

Vnesheconombank’s Chairman is appointed 
to office by the President of the Russian Federa-
tion on the nomination of the Chairman of the 
Russian Federation Government.

The Chairman manages the Bank’s day-to-
day operations.

With a view to supporting the governing bod-
ies’ activities, the Bank’s collegiate working bod-
ies operate on a continuous basis. Their func-
tions comprise giving preliminary consideration 
to issues that come within the competences of 
the Bank’s executive bodies and preparing the 
relevant recommendations. These committees 
include: Committee for Strategic Development, 
Committee for Development of Investment Op-
erations, Credit Committee, Committee on Trust 
Management of the Pension Savings, Budget 
Committee, Committee for Assets/Liabilities 
Management and Technology Committee.

IN 2011

33 meetings held
102 issues carefully scrutinized

IN 2011

229 meetings held
902 issues carefully scrutinized
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7.2. Risk Management  
System

Vnesheconombank’s professionals have put 
in place a risk management system that is func-
tioning successfully. The system complies with 
the international standards in respect of bank-
ing oversight and the best globally accepted 
practices.

In our risk management policies, we are 
guided by a conservative approach to risk as-
sessment.

The procedures applied to risk management 
concern monitoring and analysis, on a regular 
basis, of the state of the external environment, 
assessing the risks assumed/to be assumed by 
the Bank, undertaking measures on risk mitiga-
tion, including proposals in respect of the struc-
ture/amount of limits set on risks, setting ex-
posure limits and exercising control over their 
enforcement, making reserves for loss cover-
age and preparation of reports, informing the 
Bank’s management on risks assumed to en-
sure timely and adequate managerial decision-
making. 

Throughout 2011, with a view to enhancing 
efficiency of the risk management system, ma-
jor internal regulatory documents related to risk 
management were upgraded. 

Credit risk management includes monitoring 
and analyzing of credit risk levels (associated 
both with a single borrower and groups of inter-
related borrowers), as well as a set of measures 
designed to mitigate/reduce risks assumed by 
the Bank. 

The Bank has adopted methodologies to as-
sess exposure by various categories of borro-
wers. For this particular purpose, it applies a 
single rating scale to assess risks inherent in 
various borrower categories. The scale is also 
used for developing proposals in respect of set-
ting limits and for assessing the costs of transac-
tions associated with credit risks.

Within the procedures related to credit risk 
management expert opinions based on the ana-
lysis of the financial position and business record 
of borrowers and principals, collateral quality 
and other parameters of the given transactions 
were prepared. Setting limits (according to the 
outcomes of the analysis performed) proved to 
be an efficient mechanism designed to mitigate/
reduce credit risks assumed by the Bank.

Within the procedures related to the mar-
ket risk management, the Bank, on a daily ba-
sis, monitors levels of market risks (interest 
rate, currency and stock market). The market 
risk assessment uses a Value-at-Risk (VaR) 
measure.

To assess potential losses in portfolios of fi-
nancial instruments and the Bank’s open foreign 
currency positions that can occur in case of ex-
treme deterioration of key market and financial 
factors and other conditions of the Bank’s activi-
ties, the procedure for stress-testing is carried 
out. Both historical and hypothetical scenarios 
are used. The results obtained serve as a signifi-
cant supplement to risk assessments computed 
using VaR model.

To reduce market risk, limits are set on sizes 
and parameters of positions/portfolios. On a 
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daily basis, using VaR models, the amount of risk 
of the Bank’s positions in securities market in-
struments is calculated. VaR is calculated both 
for individual instruments and for portfolios of 
certain types of instruments, as well as for the 
Bank’s overall portfolio of securities market in-
struments.

In terms of currency risk, the amount of an 
open position in each currency is controlled. The 
level of currency risk under FX trading opera-
tions is limited by setting intraday limits. On a 
daily basis, using VaR models, the amount of risk 
of the Bank’s overall open foreign currency posi-
tion is calculated.

Interest rate risk management carried out 
within the framework of the Bank’s asset/liabili-
ty management program, aims to maintain a ba- 
lanced structure of assets and liabilities sensi-
tive to interest rate fluctuations. In order to 
assess the risk of changes in the Bank’s net in-
terest income, scenario modeling is carried out 
regularly. 

In order to control liquidity risk, the Bank con-
tinuously monitors and analyses maturity mis-
matches between the Bank’s assets and liabilities, 
as well as mismatches in terms of major curren-
cies. On a daily basis, the liquidity reserve and the 
amount of potential sources of market funding 
are monitored in order to identify funds available 
to cover unexpected liquidity gaps that could oc-
cur due to the unforeseen deterioration of market 
and credit factors. On a regular basis, stress-test-
ing of the Bank’s liquidity position is carried out 
using various scenarios of market and credit risks 
realization. The obtained results are used in the 
Bank’s asset/liability management. 

The Bank creates reserves for possible 
losses (under loans, loan indebtedness and 
loan equivalents, other assets and off-balance 
sheet positions) in compliance with the pro-
cedure of reserve formation approved by the 
Bank’s Supervisory Board. The documents are 
devised in full compliance with the approach-
es formulated in the CBR’s regulatory docu-
ments.

Operational risk management is carried 
out through strict regulation of the Bank’s 
business processes outlined in the respective 
internal documents, through exercising inter-
nal control over the established procedures, as 
well as concluding agreements on risk insur-
ance. 

Within the operational risk management, 
the procedures related to collection of data on 
events that led to losses resulting from opera-
tional risks realization were developed. The giv-
en data is classified, the losses are evaluated and 
the reasons for risk events are analyzed. Based 
on the outcomes of the scrutiny, appropriate 
measures are taken. 

Vnesheconombank set up a special division 
responsible for developing methodological do-
cuments regarding risk management, assessing 
risks and preparation of proposals in respect 
of risk reduction/mitigation, exercising control 
over the limits enforcement.

Throughout 2011, measures designed to 
develop uniform approaches to VEB Group’s 
overall risk management system, including ap-
proaches to risk assessment and limits policies 
formation were consistently introduced.
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Major outcomes of the efforts made in this 
area in 2011 are devising and approving overall 
Group’s regulatory documents with respect to li-
quidity risk management. These are designed to 
project long-term funding requirements, to man-
age long-term liquidity and to coordinate public 
borrowing.

Measures designed to enhance the Group’s 
overall risk control were introduced. They in-
cluded the formation of the system of common 
limits for effecting operations of Vnesheconom-
bank with subsidiary banks and financial com-
panies, as well as setting forth the principles for 
defining the respective operations’ parameters. 
Also, in pursuit of the goal, designing special 
software ensuring automated data collection 
and processing was started.

7.3. Internal Control System

The system of Vnesheconombank’s internal 
control is organized in full compliance with the 
legislation of the Russian Federation. The sys-
tem embraces all areas of the Bank’s activities 
and is primarily oriented towards ensuring en-
hanced effectiveness and efficiency of: 

 the Bank’s financial and economic ac-
tivities in conducting banking operations and 
other transactions;

 asset/liability programme management;

 asset safety;

 risk management.

INTERNAL  
CONTROL  

SERVICE OF  
VNESHECONOMBANK

Control over implementa-
tion of a set of measures 
designed to counteract 
illegal use of the insider 
information

Control over adherence  
to the principle of segrega-
tion and division of powers 
and duties

Control over implementa-
tion of a set of measures  
designed to counteract 
money laundering

Control over adherence  
to requirements set out  
by the Russian legislation 
and internal regulatory 
documents

Control over Vnesheconom-
bank’s activities as a pro-
fessional participant in the 
securities market
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The key structural element of the internal 
control system is the Bank’s specialized unit, the 
Internal Control Service of Vnesheconombank 
(ICS). The ICS is accountable to Vnesheconom-
bank’s Supervisory Board and, in terms of its 
day-to-day activities, to the Chairman of the 
Bank. The head of the ICS is appointed by the 
Supervisory Board of Vnesheconombank.

One of the major tasks of the ICS is exe-
cuting control over the Bank’s adherence to 
the provisions of the Bank’s Memorandum on  
Financial Policies. To accomplish the goal, the 
Bank’s ICS carries out checks in respect of the 
annual financial statements and other docu-
ments set forth by Federal Law No. 82-FZ dated 
17.05.2007 “On Bank for Development” and exe- 
cutes monitoring of critical business processes. 
The monitoring is carried out to execute control 
over risks that arise in the process of the Bank’s 
lending-investment activities, activities in finan-
cial markets, as well as to execute control over 
the appropriateness of the reserve formation 
procedure and of functioning of the information 
systems.

Vnesheconombank’s Internal Control Service 
also executes continuous control over the level 

of effectiveness and sufficiency of the measures 
undertaken by the Bank in order to eliminate 
inconsistencies identified in the course of moni-
toring.

Throughout 2011, audits, comprehensive and 
thematic reviews in respect of Vnesheconom-
bank’s activities were carried out. According to 
the results of the checks, the respective recom-
mendations were prepared.

As at 01.01.2012, the ICS staff had 6 permits 
from the Russian Ministry of Finance authoriz-
ing them to engage in banking audit activities; 
14 employees had certificates from the FCSM/
FFMS to engage in various activities in the se-
curities markets; 1 employee had an ITIL certifi-
cate and 1 person — an MBA diploma.

7.4. The Bank’s Organizational 
Structure and HR Management

In 2011, seeking to deliver against the ob-
jectives and new tasks, the Bank’s profession-
als continued committed efforts to upgrade the 
organizational structure. To this end, the struc-
ture of a number of Vnesheconombank’s units 
was rationalized. New divisions to tackle the 
business lines relating both to the Bank’s invest-
ment projects in natural resource utilization and 
construction and to securing close engagement 
with the Agency of Strategic Initiatives for Pro-
motion of New Projects were established. 

The Bank’s Management was invariably 
maintaining focus on improvement of the Bank’s 
organizational structure drawing on the exper-
tise of foreign development institutions, as well 

In 2011:

16 methodologies on the procedures 
to monitor critical business-processes  
were completed;

7 methodologies on carrying out checks 
in respect of indicators included in the  
sustainability report were developed
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as on the global and Russian practices of good 
governance.

Special energies were devoted to improving 
employee qualifications. In 2011, in order to en-
sure efficient employee training and appropriate 
qualifications upgrade, 826 employees, i.e. about 
44% of the total staff number (724 employees, 
or 41% in 2010) participated in various training 
and professional development events. 

Training was provided in such areas as coun-
teracting legalization of illicit gains and terrorism 
financing, improper use of insider information, 
personnel appraisal and certification, principles 
and technologies of setting individual objectives, 
risk management, accounting and IFRS, foreign 
languages, IT and occupational health and safety.

Apart from this, a number of events designed 
to bolster the Bank’s experience exchange 
with leading Russian and foreign institutions, 
including development banks were held. These  
included:

 Practical training for Vnesheconom-
bank’s employees at foreign financial institu-
tions, i.e. the China Development Bank (CDB, 
Beijing) and Japan Bank for International Co-
operation (JBIC, Tokyo)). Overall, 60 of Vnesh-
econom bank’s professionals participated in se-
condments and practical training arranged by 
foreign colleagues. Based on the results of the 
training events employee proposals on introduc-
ing the most potentially worthwhile technologies 
in the Bank’s practices were prepared;

 Conference “Developing Corporate Gov-
ernance In VEB Group” was held. Among the par-

ticipants in the conference were Vnesheconom-
bank’s CEOs, representatives of subsidiaries 
directly responsible for issues of good corpo-
rate governance, representatives of the Russian 
Federation Government Executive Office and a 
number of ministries;

 6th International Interbank HR Con-
ference “Human Capital: Best HR Practices 
at the Turn of the Decade” brought together 
Vnesheconombank’s top executives, HR heads 
representing leading Russian and CIS commer-
cial banks and financial institutions;

 Round Table and meetings with repre-
sentatives of HR services of VEB Group, in the 
course of which they exchanged opinions on the 
best ways to introduce a new employee remu-
neration and incentive system and the annual 
procedure of personnel assessment.

Providing healthcare programmes for the 
Bank’s staff and retirees, members of the Re-
tiree Council, remains on the priority list of 
Vnesheconombank’s social policies.

In 2011, a programme of Vnesheconom-
bank’s employee medical insurance, which of-
fered the mechanism of the Bank’s and employ-
ee co-investment in the insurance premiums, 
was continued. The year 2011 also witnessed an 
increase in an annual spending limit per person. 

In the reporting period, a survey of employee 
satisfaction with the medical insurance package 
was conducted. Based on the outcomes of an em-
ployee job satisfaction questionnaire, monitor-
ing of the insurance programmes and services 
was performed. It enabled the Bank to develop 
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and introduce new insurance programmes, im-
prove the current list of medical services avail-
able under the insurance programmes for all the 
insured staff members. 

Vnesheconombank provides employees with  
a wide range of social guarantees and benefits,  
as well as renders financial support to retirees, 
members of the Bank’s Retiree Council. With this 
end in view, all the members of the Retiree Coun-
cil were provided with a medical insurance pack-
age. Special corporate events on the occasion of 
the 66th anniversary of the victory in the Great Pa-
triotic War and the New Year Day were success-
fully held. Remarkably, smooth functioning of the 
pension programme put in place was secured. 

“Partners of the XXI Century” sport festival 
attended by the Bank’s staff, as well as by the 
VEB Group and partner-banks’ employees was 
arranged.

The period under review also saw implemen-
tation of programmes intended to reduce the 
level of professional disease and sustain and im-
prove employee working capacity.

In 2011, to further upgrade the Bank’s HR 
and social policies and obtain an appropriate 
feedback in respect of the events held through-
out the year, weekly surveys on the corporate In-
tranet were made readily available.

7.5. Developing and Putting 
in Place the Bank’s CSR System 

In 2011, Vnesheconombank continued dedi-
cated work on integration of the CSR principles 

in its business practices. The CSR polices are de-
signed to help increase the Bank’s contribution 
to social prosperity and environment protection. 
Vnesheconombank’s CSR initiatives mean em-
bedding responsibility in the investment deci-
sion-making process (principles of responsible 
project financing), managing the Bank’s eco-
logical impacts and developing a quality profes-
sional environment, volunteering and charitable 
activities. 

In 2011, aiming to promote the CSR prin-
ciples in the business community, the Bank ar-
ranged a number of events, including CSR poli-
cies training seminars for the staff, employees 
of subsidiaries and representatives of the Rus-
sian financial sector, as well as held other public 
events. 

Obviously, the Bank’s subscription in Decem-
ber 2011 to the UN Global Compact, a major in-
ternational initiative in the area of sustainable 
development, which brings together companies 
that are taking the lead in promotion of the CSR 
principles, could well be viewed as a major inter-
national cooperation highlight of the year.

The past year featured the continuation 
of Vnesheconombank’s volunteer movement.  
In 2011, 17 volunteering initiatives were laun-
ched. To illustrate; the Day of the Donor, Good 
Deed Days during the Easter, rendering aid to a 
correctional boarding school for boys in the vil-
lage of Almazovo, aid to the pupils of the Voskre-
sensk boarding school for orphans or children 
left without parental guidance, providing finan-
cial aid for the Bank’s employees or their rela-
tives who found themselves in a predicament. 
Starting from 2011, an extra paid day off work 



Construction of an ad-
vanced technological com-
plex with a full cycle produc-
tion of railroad casting and 
new generation freight cars 
with improved performance 
characteristics.

Project initiator —  
IST Group of Companies.
Borrower —  
CJSC Tikhvin Freight  
Car Building Plant.

Construction of Tikhvin freight car building plant

1 2 3
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

COMPLEX  
PROJECT EVALUATION

Financing request for the 
project on construction of 
Tikhvin Freight Car Building 
Plant, Leningrad region, is 
subject to consideration.

The Bank’s Committee for 
Development of Investment 
Operations adopted a decision 
on expediency of a complex 
expert evaluation. The project is 
in the pipeline for VEB’s funding 
consideration.

The Credit Committee produced a 
positive opinion in respect of the 
Bank’s participation in financing 
the project. The financing request 
was submitted to the governing 
bodies for consideration and 
approval.

GOALS CAPABILITIES RESOURCES

Total 
project value, 
RUB bn	 37.99
The Bank’s 
commitment,  
RUB bn	 9.66



New generation  
freight cars with  
an axle load of 

23.5 and 25 
tons

4 5
FINANCING PROJECT MONITORING  

AND ADMINISTERING

The Bank’s governing bodies 
made a decision on financing 
the project. On 23 October 
2008, a loan agreement was 
concluded. Continuous project 
monitoring by the Bank is 
ensured. On 30 January 2012, an 
official ceremony of the Plant 
commissioning took place.

IMPLEMENTATION DELIVERABLES

Industrial capacities
 
freight cars
units p.a 10	000

car casting,
tons p.a 72	000
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for the members of the staff who engage in vol-
unteering was introduced (Volunteer Day). That 
provides each employee with an opportunity of 
spending at least one day a year out of office to 
accomplish the volunteering goals.

7.6. Information Policy

In delivering information policies, the Bank, 
invariably guided by the principles of openness 
and transparency, endeavors to present full and 
most up-to-date information that would high-
light the Bank’s and the VEB Group activities. 

In 2011, the Bank was seeking to commu-
nicate to society information concerning most 
important lines of Vnesheconombank’s business 
activities. The information highlights concerned 
nationally important infrastructure and innova-
tion-oriented projects, raising major investment 
resources for the Russian economy, networking 
with Russian and foreign banks and companies, 
sovereign debt servicing and managing pension 
savings.

Vnesheconombank’s activities in the public 
field benefited from the use of effective means 
of communicating with target audiences, from 
application of both traditional media channels 
(print and broadcast media, various expositions, 
participation in all the meaningful international 
and Russian exhibitions and forums) and active 
introduction of most advanced communication 
mechanisms. 

Given an ever-growing public interest in 
Vnesheconombank’s activities, the Bank’s top 
executives on a regular basis would participate 

in press conferences, briefings and interviews. 
Responding to questions offered by the press 
and the business community, the Bank’s spe-
cialists were committed to providing detailed 
answers and commentaries that would cover 
various lines of the Bank’s activities coming 
within their competences. At the end of 2011, 
Vnesheconombank ranked 3rd among 50 ma-
jor Russian banks both in terms of the overall 
number of press publications and in terms of the 
so-called Information Favorability Index (IFI), an 
integrated indicator produced by an independ-
ent information-analytical Medialogia system. 
The Index is supposed to reflect not only the 
quantitative, but also the qualitative aspect of 
the entity’s presence in the information field. In 
2011, Vnesheconombank’s specialists launched 
the first in Russia specialized information/PPP 
guidance site ”Public-Private Partnership in Rus-
sia” (www.pppinrussia.ru), as well as a site of the 
Coordinating Committee for Economic Coopera-
tion with Sub-Saharan Africa (www.afrocom.ru).

Alongside the traditional monthly “Develop-
ment Projects” information/educational pro-
gramme on the Russian “Vesti” 24 TV channel, 
2011 saw the launch of a new social advertising 
campaign devoted to SME support, which was 
broadcast on the federal and regional TV chan-
nels in H1 of the year.

In 2011, a strong emphasis was placed on 
further rolling out the Bank’s image as a key 
Russian development institution. This was done 
through demonstrating the positive outcomes 
of Vnesheconombank’s investment activities in 
innovation and infrastructure. Descriptions and 
visual presentations of the Bank’s projects de-
livered in various sectors of the economy were 
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the key elements that added substantive value to 
the Bank’s expositions at major exhibitions and 
forums, to advertising materials and presenta-
tions. The Bank’s interactive stands with the ap-
plication of “augmentech reality” technologies, 
which, clearly demonstrating the whole range of 
the Bank’s projects in various sectors/regions, 
won due appreciation of the participants and 
guests attending such hallmark events as the 
International Aviation and Space Salon MAKS 
2011 Show and the Sochi 2011 International 
Investment Forum.

The year 2011 saw the continuation of com-
mited work to design the architecture of a single 
VEB Group brand. Well-coordinated advertising/
information policies were in progress. Efforts 
were completed to design and register the Group 
logo that would underscore subsidiaries’ mem-
bership of the VEB Group. Remarkably, OJSC 
SME Bank was the first subsidiary to actively in-
troduce the Group logo in the design style.

7.7. Information Technology 
Activities

Vnesheconombank’s major goal in the IT area 
is focused on securing the Bank’s stable func-
tioning and sustainable development through 
consistent improvement and provision of IT 
services that are well-balanced in terms of qual-
ity, cost, security and business effects. With this 
aim in view, the ITSM/ITIL methodology-based 
IT management system was introduced and has 
been successfully operating at the Bank.

In the period under review, a strong focus 
was placed on enhanced efficiency and reliable 

functioning of the Bank’s software/hardware in-
frastructure. Alongside that, a set of measures 
was undertaken to create new and upgrade the 
existing software packages.

In 2011, to drive forward the lending-invest-
ment activities, a software package “System of 
Panning, Analysis and Monitoring of Investment 
Projects” was further developed and upgraded. 
It primarily concerned further automation of 
settlements required for assessing a borrower’s 
financial standing and improving the reporting 
formats for lending-investment activities.

To rationalize and improve Vnesheconom-
bank’s activities in the securities, money and FX 
markets, as well as to introduce measures envis-
aged by the Program of affordable and accessi-
ble housing construction and mortgage lending, 
the Bank continued work to modernize software 
required for record-keeping in respect of limits 
set on various financial instruments.

To ensure information and technological 
support for the Bank’s activities in performing 
the function of an agent for the Russian Federa-
tion Government, the 1st stage of the project on 
creating a software package intended for ana-
lytical record-keeping in issuing and executing 
the Russian Federation sovereign guarantees 
under credits and bond loans, including the in-
struments related to settlement of debt owed by 
debtor-companies was completed.

The “Risk Management System” software 
was further upgraded, i.e. a module for assess-
ment of risks of financial institutions based on 
the use of data available in the open information 
sources and a module for an automated control 
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over limits set on financial institutions were fur-
ther developed. 

A set of measures designed to modernize the 
Bank’s processing centre to ensure its comp-
liance with the PCI DSS payment systems inter-
national security standard was introduced.

To ensure application of uniform software 
and technical solutions conducive to advanced 
IT policies to manage the group of banks’ elec-
tronic document turnover (financial massages in 
SWIFT format) a soft/hardware SWIFT platform 
of Vnesheconombank based on the SWIFT ALLI-
ANCE soft-hardware platform was put into op-
eration. 

To ensure electronic communication with tax 
authorities through the CBR in conformity with 
the CBR Provision No. 311-P dated 07.09.2007 
”On Electronic Transmission by the Bank to Tax 
Authorities of Information on Opening/Clos-
ing an Account, on Changing the Requisites of 
the Account”, as well as in conformity with the 
CBR’s Provision No. 361-P dated 15.11.2010 
“On the Procedure of Electronic Transmission by 
the Bank to a Body Executing Control over Pay-
ments of Insurance Premiums of Information on 
Opening/Closing an Account, on Changing the 
Requisites of the Account”, a software package 
“Bank-accounts” was modernized.

To abide by the requirements of Federal Law 
No. 224-FZ dated 24.07.2010 “On Counteract-
ing Improper Use of Insider Information and 
Market Manipulation and on Amending Certain 
Regulatory Acts of the Russian Federation”, 
software platforms intended for automation of 
recording and processing the data related to 

counteracting improper use of insider informa-
tion were developed.

In 2011, Vnesheconombank’s automated in-
formation system was duly certified in accord-
ance with 1G protection grade.
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Vnesheconombank’s SCO IBC-  
and BRICS-Related Activities 8

Vladimir Dmitriev, Chairman of Vnesh-
econombank, took part in the VII Meeting of 
the SCO IBC Council (June 2011, Astana, Ka-
zakhstan), where the parties signed a Proto-
col amending the Regulation on Cooperation 
with Financial Institutions of the SCO Observer 
States and the Status of an SCO IBC Observer 
Bank. Such a document will allow not only finan-
cial institutions representing the SCO observer 
states (India, Iran, Mongolia, Pakistan), but also 
those enjoying the status of SCO dialogue part-
ners (Belarus, Sri-Lanka) to participate in the 
IBC work.

The Session of the SCO Council of Heads of 
States (07.11.2011, St. Petersburg) approved 
the Strategy of SCO IBC Mid-Term Develop-
ment (2012-2016). The document is designed 
to specify joint activity priorities with due regard 
for the immediate tasks of economic develop-
ment set by the SCO member-states, as well as 
to focus on implementation of joint investment 
projects at the regional level. Vnesheconombank 

Vnesheconombank is one  
of the leading participants  
in the Interbank Consortium  
of the Shanghai Cooperation  
Organization (SCO IBC).
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initiated preparation of the respective document 
in 2010. 

Under Vnesheconombank’s auspices, Mos-
cow hosted “Moscow SCO Business Dialogue”, 
an international business forum attended by 
representatives of the SCO member states’ busi-
ness and expert community, as well as observer 
states and dialogue partners.

Vnesheconombank is one of the participants 
in Memorandum of Cooperation between state 
financial institutions for development and ex-
port support of the BRICS countries (BRICS’ in-
terbank cooperation mechanism). In April 2011, 
the Memorandum was accessed by the South 
African Development Bank.

During the Summit of the BRICS’ Heads of 
States (April 2011, Sanya, China), heads of the 
banks — signatories to the Memorandum — con-
cluded an agreement on developing financial 
cooperation within the BRICS interbank mecha-
nism. The document aims to strengthen financial 
interaction between partner-banks and assist fi-
nancial institutions and companies in entering 
the BRICS member-states’ capital markets. Fur-
thermore, the Agreement provides for mutual fi-
nancing in the national currencies of the BRICS 
countries.

In the course of St. Petersburg International 
Economic Forum-2011, Vnesheconombank held 
a special session “Emerging Markets as a Driver 
of New Global Economic System” and signed a 
Memorandum of Cooperation in HR training and 
experience exchange between the BRICS Inter-
bank Mechanism partner banks.
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9 Participation in NCOs

Professional unions of the securities and cur-
rency market participants account for a consi-
derable share of NCOs, in which Vnesheconom-
bank is a participant. These include the National 
Association of Stock Market Participants (NAU-
FOR), Professional Association of Registrars, 
Transfer-Agents, and Depositories (PARTAD), 
National Currency Association (NCA), National 
Stock Association (NSA), Association of Bill Mar-
ket Participants (ABMP), Association of the Rus-
sian Members of Europay, International Capital 
Market Association (ICMA), Financial Market 
Association (ACI). Membership in such organi-
zations enables the Bank to operate in financial 
markets in compliance with the standards re-
cognized by the global financial community.

Since 2009, Vnesheconombank has been 
a full-fledged member of the Long Term Inves-
tors’ Club established on the initiative of major 
European institutional investors. The Club sees 
its key objectives in formulating a joint invest-
ment policy, as well as in ensuring interaction 

Vnesheconombank is a participant in 
more than 30 associations, unions, 
funds, partnerships and non-gover-
nmental organizations throughout 
Russia and abroad. Such member-
ship helps the Bank to efficiently 
promote cooperation with partners 
and establish new business contacts.
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between major global investors. Vnesheconom-
bank’s Chairman is a member of the Steering 
Committee — the Club’s supreme governing 
body.

In 2011, the Bank participated in the es-
tablishment of the International Development 
Finance Club (IDFC). The respective agreement 
was signed by 19 leading national and regional 
development banks in September 2011 at the 
session of IMF and World Bank in Washington. 
The Club was established on the initiative of the 
KfW Bankengruppe. The mission of the Club is 
to share experience and new ideas on delivery of 
projects in infrastructure, environment, energy 
efficiency, innovation, social development, SME 
support and poverty reduction. The meetings of 
the Club member banks are to be timed to the 
IMF and World Bank’s sessions.

For many years, Vnesheconombank has been 
a member of the International Chamber of Com-
merce (ICC) and participated in the ICC Banking 
Commission in Paris and ICC Russian National 
Committee. Introduction of new banking rules, 
regulations and standards, in particular, in con-
nection with the publication of Basel III and 
tougher measures against money laundering 
and terrorist financing came top of the Commis-
sion’s agenda in 2011.

Being one of the founders of CIS Financial  
and Banking Council (CIS FBC), a non-commer-
cial partnership, Vnesheconombank wor ked on 
the CIS FBC Committee on Project Expert Ap-
praisal. It considerably broadened Vnesh eco-
nom  bank’s opportunities for identification and 
selection of CIS-based projects aimed at restor-
ing and promoting cooperation ties and broad-

ening investment cooperation of the post-Soviet 
Union countries. 

In 2011, the Bank joined the Institutional 
Investors Roundtable, a non-commercial or-
ganization established under the auspices of 
the Quebec City Conference (Quebec, Canada). 
Among other participants in the Roundtable are 
institutional investors representing developed 
economies. Working in this NCO, the Bank will 
be able to participate in the process of strategic 
investment decision-making by the global busi-
ness community.

Starting from 2011, Vnesheconombank has 
raised the level of its membership in the World 
Economic Forum (WEF) to the regional partner-
ship. This status provides for a number of be-
nefits, in particular, the right to submit to WEF 
for consideration proposals concerning the 
business programme of the Annual Meeting in 
Davos. Vnesheconombank took an active part in 
panel discussions on Russian issues during the 
World Economic Forum on Europe and Central 
Asia in June 2011 (Vienna, Austria). Further-
more, Vnesheconombank gave a presentation 
of the Russian Direct Investment Fund for Euro-
pean participants in WEF, potential investors and 
the Bank’s partners.

In accordance with the decision by the Rus-
sian and Swedish Heads of Governments, the 
Russian-Swedish Business Council (RSBC) was 
established in September 2011 with an active 
participation of Vnesheconombank. The Russian 
part of RSBC is headed by Vladimir Dmitriev,  
Chairman of Vnesheconombank. The key ob-
jectives of the Council include broadening and 
strengthening business ties and mutually bene-
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ficial cooperation between Russian and Swedish 
entrepreneurs, promoting the Russian business 
in Swedish markets and attracting Swedish in-
vestment to Russia. Furthermore, the Council 
is designed to enhance the role of the business 
community in shaping and pursuing the state 
policy on the Russian-Swedish economic ties. 

In the reporting period, the Russian-Bahraini 
Business Council with Vnesheconombank’s par-
ticipation continued work on attracting Bahraini 
investments to Russian development projects, in 
particular in the RDIF network. The Bank also 
made efforts to organize in Bahrain a Russian 
commercial and industrial exhibition that would 
help promote Russian exports both in Bahrain 
and in the Middle East in general.

The Coordinating Committee for Economic 
Cooperation with Sub-Saharan Africa (Afro-
Com), headed by Vladimir Dmitriev, Chairman of 
Vnesheconombank, was established in 2009 to 
promote interests of the Russian business in Af-
rica. In 2011, a specialised website was launched 
to give coverage to the Russian-African econom-
ic relations. The website is a credible and up-to-
date information source for Russian companies, 
primarily in terms of information about invest-
ment and export opportunities in Sub-Saharan 
Africa. AfroCom website serves as an electronic 
platform for efficient interaction between Rus-
sian and African business circles.
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Vnesheconombank’s Work on Commissions, 
Councils and Working Groups under 
the Auspices of Government Bodies,
as well as in Intergovernmental Commissions

10

Vnesheconombank actively works in 
the Taskforce to Create an International 
Financial Centre (IFC) in the Russian 
Federation under the auspices of the 
Russian Presidential Council for the 
Russian Financial Market Develop-
ment, International Advisory Council to 
Create and Develop an IFC in the Rus-
sian Federation, as well as the Project 
Group to Upgrade Financial Infrastruc-
ture and Regulate Financial Market. 
Vnesheconombank has initiated the 
establishment of the Russian-British 
Joint Liaison Group to promote Moscow 
as an international financial centre.

International Financial Centre

During an official visit of the British Prime-
Minister to Moscow in September 2011, 
Vnesheconombank, the Taskforce and the Bri-
tish Corporation TheCityUK signed a Memoran-
dum of Cooperation.

Work in Collegiate  
Government Bodies

In 2011, Vnesheconombank continued to 
work in coordination and advisory bodies oper-
ating under the Government of the Russian Fed-
eration.

Thus, Vladimit Dmitriev, Chairman of 
Vnesheconombank, took part in the Government 
Commission for High Technologies and Inno-
vation and in the Government Commission for 
Transport and Communications. Participants in 
the meeting discussed urgent development is-
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COUNCILS AND WORKING GROUPS UNDER  

THE AUSPICES OF GOVERNMENT BODIES,  

AS WELL AS IN INTERGOVERNMENTAL COMMISSIONS

sues of the respective sectors and industries of 
the Russian economy and adopted decisions re-
flected in the instructions given by the Russian 
Government to federal executive bodies and 
state-owned companies.

In order to boost sustainable and integrated 
development of territories, the Bank’s repre-
sentatives worked on the Interdepartmental 
Investment Commission to select investment 
projects and the Expert Council for Regional 
Investment Policy under the Russian Ministry 
of Regional Development. The Commission se-
lects projects seeking to obtain state guaran-
tees of the Russian Federation under the loans 
obtained by legal entities registered and un-
dertaking their core business activities in the 
North-Caucasian Federal District. The Expert 
Council is designed to assist implementation of 
regional investment policies and raising invest-
ment to deliver investment projects including 
the PPP-based ones.

Vnesheconombank took part in the work of 
the Working Group on Single-Industry Towns 
Modernization under the Government Commis-
sion on Economic Development and Integration 
designed to work out decisions on state support 
for infrastructure development objectives set 
out in the comprehensive investment plans for 
delivery of investment projects aimed at eco-
nomic diversification of single-industry towns. 
The Bank participated in 17 sessions and 5 
working meetings of the Group together with 
representatives from the Russian constituent 
entities, municipalities and investors.

Vnesheconombank’s inclusion in the In-
terdepartmental Working Group on elabo-

ration and implementation of the state 
programme for development of foreign eco-
nomic activities evidences due recognition of 
the Bank’s expertise in foreign economic op-
erations. The Bank produced the Programme 
proposals on application of key performance 
indicators and indices, as well as specified 
the projected results of export support, for-
eign investment and insurance, as well as 
proposals in other areas of foreign economic  
activities.

Vnesheconombank’s participation in the 
work of the Subcommission for Economic 
Integration of the Government Commission 
for Economic Development and Integration 
contri-buted to working out comprehensive 
decisions designed to boost integration on 
the post-Soviet space, including the opera-
tion of the Customs Union, setting up a free 
trade zone, accelerating Russia’s accession 
to WTO and OECD, financial support for the 
Russia — EU Initiative “Partnership for Mod-
ernization”, as well as developing relations 
with EurAsEC, APEC and other international  
organizations.

Vnesheconombank’s active work in 2011 in 
the Council for Foreign Economic Activities un-
der the Ministry of Economic Development of 
the Russian Federation and the respective work-
ing groups helped consolidate the Bank’s posi-
tion in the Russian foreign economic network 
as the leading state financial institution for de-
velopment. Vnesheconombank came up with a 
number of initiatives designed to boost foreign 
economic activities of SMEs engaged in export 
production and development of ambitious areas 
of regional economic cooperation.
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Participation in 
Intergovernmental Commissions

In 2011, Vnesheconombank took part in 
more than 70 events held within the framework 
of Intergovernmental Commissions (hereinafter 
ICs) in Russia and abroad, in particular, with such 
strategically important investors as Ukraine, 
Germany, Japan, Italy, India and Great Britain. 
Over 20 proposals produced by the Bank are re-
flected in the final documents.

In the reporting period, the issues of invest-
ment cooperation with Europe, Asia, Africa and 
Latin America (in the context of international 
intergovernmental commissions and commit-
tees on trade, as well as economic, scientific 
and technical cooperation) were in the focus of 
Vnesheconombank’s joint efforts with Russia’s 
Ministry of Economic Development and other 
ministries.

The Bank was directly involved in preparing 
and agreeing action plans subject to approval by 
the Russian parties of ICs and in setting objectives, 
goals and projected results of cooperation with 
Russia’s strategic and key economic partners.

Developing long-term bilateral economic co-
operation programmes became a new area of 
the Russian Ministry of Economic Development’s 
activities within ICs. Vnesheconombank was en-
gaged in drawing up the respective documents 
with Ukraine, Kazakhstan, Armenia, Kyrgyzstan, 
Indonesia and Hungary.

Throughout 2011, the Bank worked on a 
number of interbank commissions comprising 
various intergovernmental commissions (Rus-

sian-Vietnamese Working Group on Interbank 
Cooperation, Russian-Chinese Subcommission 
on Financial Cooperation, Working Group on 
Financial and Banking Cooperation of the Joint 
Russian-Turkish Commission on Trade and Eco-
nomic Cooperation, Working Group on Financial 
Cooperation of the Russian-Venezuelan High 
Commission).

REPORT ON VNESHECONOMBANK’S ACTIVITIES



93

Charitable Activities  
and Sponsorship

Traditionally, the Bank’s sponsorship and 
charitable activities are focused on support for 
healthcare, culture, education, arts and sports. 
Besides, the Bank acted as a partner of the lead-
ing Russian and international economic forums 
and conferences. 

In 2011, the amount of funds allocated 
for these purposes increased significantly. 
Vnesheconombank’s charitable and sponsor-
ship activities are based on the annual plans and 
programmes approved by its Supervisory Board. 
New important areas were added to the agenda 
in the reporting year.

They include financial support to the Forum 
Analytical Centre, a non-commercial fund set up 
to establish an International Financial Centre in 
Moscow and to coordinate the activities of the 
respective Task Force.

Vnesheconombank’s financial support 
helped to promptly implement an action plan 

For years, Vnesheconombank has 
been actively involved in charitable 
support and sponsorship, aiming to 
develop the social sphere and pro-
mote economic cooperation.

11
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for the launch of the Agency of Strategic Initia-
tives.

Healthcare and  
Social Support  
for Citizens

To address the financial needs of low-income 
people, Vnesheconombank supported orpha-
nages, organizations for veterans and disabled 
veterans of the Great Patriotic War, families of 
military personnel and employees wounded or 
killed in action.

Moreover, Vnesheconombank continued to 
sponsor all the healthcare projects started in 
the previous years (the First Hospice for Chil-
dren with Cancer, Research Institute for Pedia-
tric Oncology and Hematology at the Blokhin 
Cancer Research Centre (“Sunny Day” festival), 
Moscow Regional Psychoneurological Hospital 
for Children with Central Nervous System Di-
sorders, etc.).

As in the previous years, the Bank provided 
grants to the most talented students of MGIMO 
University, Lomonosov Moscow State University, 
Finance University, Higher School of Economics.

Culture

Aiming to promote culture and education, 
Vnesheconombank has traditionally supported 
the “Pyotr Fomenko Studio” Moscow theatre and 
the Academy of Young Opera Soloists and Ballet 
Dancers of the Mariinsky Theatre.

For more than 10 years, Vnesheconombank 
has been a sponsor of the Pushkin State Mu-
seum of Fine Arts. Vladimir Dmitriev, Chairman 
of Vnesheconombank, is a member of its Board 
of Trustees. The Pushkin Museum Fund was es-
tablished for financing the construction of a Mu-
seum Town on the basis of the Museum.

Vnesheconombank was actively involved in 
the project on creating a Research and Educa-
tional Center of international standard on the 
basis of the Moscow Polytechnical Museum. 
Vnesheconombank’s Chairman is a member of 
the Board of Trustees of the Museum Develop-
ment Fund. The project is regarded as a top prio-
rity in the context of the tasks set by the Russian 
Government to pursue strategic modernization 
initiatives. The project includes refurbishing the 
historic building of the Museum, constructing a 
new building and creating a world-class science 
museum on its basis.

Sports

Seeking to maintain the tradition of the past 
years, Vnesheconombank supported the de-
velopment of Russian sports. The Bank’s part-
ners include the All-Russia Volleyball Federa-
tion, Russian Hockey Federation, the All-Russia 
Swimming Federation and the Russian Cycling 
Federation. 

Last year Vnesheconombank delivered spon-
sor aid to the Russian Football Union and acted 
as a partner of the Golden Boat International Uni-
versity Regatta and the Tennis Legends in Mos-
cow Tournament. The Bank continued financing 

REPORT ON VNESHECONOMBANK’S ACTIVITIES



95
CHARITABLE ACTIVITIES  

AND SPONSORSHIP

construction of the Sapega Volley Grad Sports 
Centre for training and health-improving in An-
apa. Vnesheconombank sponsors the KAMAZ-
Master Team, which is a nine-time winner of the 
Paris-Dakar Rally.

Economic Forums,  
Conferences and Exhibitions

In order to support and improve Russia’s in-
vestment image, the Bank sponsored a number 
of Russian and international projects including 
the St. Petersburg International Economic Fo-
rum 2011, the Sochi-2011 X International In-
vestment Forum, the VIII Krasnoyarsk Economic 
Forum, annual sessions of the Russian Economic 
and Financial Forum; the Regional Coopera-
tion Forum in Switzerland, Austria, France and 
Germany and the Annual Banking Forum of the 
Eastern Europe and CIS.

Also, Vnesheconombank acted as a partner 
in such major regional events as the V Interna-
tional Pacific Economic Congress (Vladivostok), 
St. Petersburg Dialog Forum, the V Far Eastern 
International Economic Forum in Khabarovsk.

Alongside that, the Bank sponsored a number 
of specialized forums and conferences, includ-
ing the II International Forum of Adam Smith 
Institute “Innovative Drug Research and Devel-
opment in Russia”, the VII International REPO 
Forum “2012 Financial Market: A New Model of 
Regulation”, the VIII Federal Investment Forum, 
International Scientific and Practical Confer-
ence on Developing the National System of Anti-
Money Laundering.

International Aviation and Space Salon 
MAKS-2011 held biennially was a prominent 
international event of the year. Vladimir Pu-
tin, Chairman of the Russian Federation Gov-
ernment, inaugurated the show. The Bank has 
traditionally been an official sponsor of the 
Salon being a unique platform for demonstrat-
ing Russian high technologies and developing 
business ties with foreign partners.

In 2011, Vnesheconombank also participat-
ed as a sponsor in a number of major exhibitions 
both in Russia and abroad. These include the 
Transport of Russia-2011 V international exhi-
bition; the INNOPROM-2011 Ural international 
exhibition and forum; the IMDS-2011 V interna-
tional maritime defense show, the NEVA-2011 
international shipping and shipbuilding exhibi-
tion.

Support for Russian  
Orthodox Church

Trying to preserve the Russian spiritual and 
historic heritage, the Bank has traditionally been 
rendering assistance to the Russian Orthodox 
Church. 

In 2011 the Bank continued financing the 
construction and completion works for the Cen-
tre of Spiritual Development of Children and 
Young People at the Moscow Danilov Monas-
tery. Vnesheconombank supported the annual 
programme “From His Holiness the Patriarch of 
Moscow and all Russia to Children and Young 
People of Russia”. Due to Vnesheconombank’s 
financial support, thousands of children from 



Development of transport in-
frastructure in North-Western 
region through enhancing 
deep water access
to secure the exports of Rus-
sian oil products.

Project initiator —
OJSC Rosneftebunker  
(Gunvor Group).

Construction of a tanker terminal complex in Ust-Luga

commercial seaport

1 2 3
PRELIMINARY  
PROJECT EVALUATION

PROJECT  
PROPOSAL

COMPLEX  
PROJECT EVALUATION

Financing request for the 
project on construction of a 
tanker terminal complex in 
Ust-Luga commercial seaport is 
subject to consideration.

The Bank’s Committee for 
Development of Investment 
Operations adopted a decision 
on expediency of a complex 
expert evaluation. The project is 
in the pipeline for VEB’s funding 
consideration.

The Credit Committee produced 
a positive opinion in respect 
of the Bank’s participation in 
financing the project. The financ-
ing request was submitted to the 
governing bodies for considera-
tion and approval.

GOALS CAPABILITIES RESOURCES

Total  
project value,
USD mn 1064.3
(first 3 start-up complexes)  

The Bank’s 
commitment,
USD mn	 545



Freight turnover  
on project completion –

30 
mn tons  
of oil products p.a.

4 5
FINANCING PROJECT MONITORING  

AND ADMINISTERING

IMPLEMENTATION DELIVERABLES

The Bank’s governing bodies 
made a decision on financing 
the project. On 3 March 2011, a 
loan agreement was concluded. 
Continuous project monitor-
ing by the Bank is ensured. In 
January 2011, the tanker termi-
nal complex started operating in 
the testing regime.

railroad-fuel oil tanker  
transshipment 

 

mn tons p.a.  18
light oil products, 
mn tons p.a.  12
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different Russian regions could demonstrate 
their talents and skills in music and arts to the 
public.

The Bank views financing of the preservation 
and restoration of operating churches, which 
have a historic and cultural value, as one of the 
priority tasks. In 2011, funds were transferred 
to ensure repairs of the Spaso-Preobrazhen-
skiy Solovetskiy Monastery in the village of 
Solovki (Arkhangelsk Region), the Presvyataya 
Bogoroditsa Pokrov Church in Tyunezh (Tula 
Region), the Svyatye Petr and Pavel Apostols 
Church of Svyato-Troitze-Sergieva Lavra in Ser-
giev Posad, the Spasskaya Church in Ubory, the 
Ioanno-Predtechenskiy Church in Butyrki (Lyu-
bimy municipal district, Yaroslavl Region). Apart 
from this, the Bank transferred funds to the Rep-
resentation of the Russian Orthodox Church in 
Strasbourg and the Russian Orthodox Church 
Parish of Prepodobnyi Sergey Radonezhskiy in 
Johannesburg.

By request of His Holiness Patriarch Kirill of 
Moscow and All Russia, two new projects were 
included in the sponsorship programme: the 
construction of Russian Orthodox Church Hos-
pice on the Jordan river where Jesus was bap-
tized and the construction of Russian Orthodox 
Church St.George’s Monastery in Hetzendorf 
(Germany) on the territory of a Hetzendorf es-
tate of the 19th century.

Environment Protection

In the reporting year, Vnesheconombank 
continued financing of an environmental project 
on preserving the flora and fauna variety at the 
Belovezhskaya Pushcha National Park launched 
in 2010.
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Over2010,theBankengagedinaccountingpro-
cedure in linewiththeAccountingRulestoApply
toBanksontheTerritoryoftheRussianFederation,
asapprovedbytheCBRDirectiveNo.302-Pdated
27March2007.

InaccordancewiththeTaxCodeoftheRussian
Federation, Vnesheconombank pays taxes on the
territoryofRussiaanditisregisteredwithInterre-
gionalTaxInspectorateforMajorTaxpayersNo.9
oftheFederalTaxService,Russia(St.-Petersburg).

In compliance with Memorandum on Financial
Policies of State Corporation “Bank for Develop-
mentandForeignEconomicAffairs(Vnesheconom-
bank)” and with a view to complying with the re-
quirements set by the global financial community,
Vnesheconombank prepares and submits to the
RussianGovernmentandexternalusersitsannual
financial statements prepared in conformity with
InternationalFinancialReportingStandards(IFRS).

IncompliancewithFederalLawNo.
82-FZdated17May2007“OnBank
forDevelopment”,Vnesheconombank
organizesitsaccountingprocedure
inaccordancewiththeaccounting
andreportingrulesestablishedfor
Russianbanks,withdueregardfor
certainaccountingspecificsprovided
forVnesheconombankbytheCentral
BankofRussia.

Accounting
andReporting12
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Independentauditors'report

ООО «Эрнст энд Янг»
Россия, 115035, Москва,
Садовническая наб., 77, стр. 1
Teл.: +7 (495) 705-9700
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Факс: +7 (495) 755-9701
ОКПО 59002827

Ernst & Young LLC
Sadovnicheskaya Nab., 77, bld. 1
Moscow, 115035, Russia
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To the Supervisory Board of state corporation "Bank for Development and Foreign Economic Affairs
(Vnesheconombank)"

We have audited the accompanying consolidated financial statements of state corporation "Bank for
DevelopmentandForeignEconomicAffairs(Vnesheconombank)"(hereinafter,the"Bank")anditssubsidiaries
(collectively,the"Group"),whichcomprisetheconsolidatedstatementoffinancialpositionasat31December
2011, and the consolidated statement of income, consolidated statement of comprehensive income,
consolidatedstatementofchangesinequityandconsolidatedstatementofcashflowsfortheyearthenended,
andasummaryofsignificantaccountingpoliciesandotherexplanatoryinformation.

Management's responsibility for the consolidated financial statements

Managementisresponsibleforthepreparationandfairpresentationoftheseconsolidatedfinancialstatements
inaccordancewithInternationalFinancialReportingStandards,andforsuchinternalcontrolasmanagement
determines is necessary to enable the preparation of consolidated financial statements that are free from
materialmisstatement,whetherduetofraudorerror
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Auditors’ responsibility

Ourresponsibilityistoexpressanopinionontheseconsolidatedfinancialstatementsbasedonouraudit.We
conductedourauditinaccordancewithInternationalStandardsonAuditing.Thosestandardsrequirethatwe
complywithethicalrequirementsandplanandperformtheaudittoobtainreasonableassurancewhetherthe
consolidatedfinancialstatementsarefreefrommaterialmisstatement.

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamountsanddisclosuresinthe
consolidatedfinancialstatements.Theproceduresselecteddependontheauditors’judgment,includingthe
assessmentof the risksofmaterialmisstatementof theconsolidated financial statements,whetherdue to
fraudorerror.Inmakingthoseriskassessments,theauditorconsidersinternalcontrolrelevanttotheentity’s
preparationandfairpresentationoftheconsolidatedfinancialstatementsinordertodesignauditprocedures
thatareappropriateinthecircumstances,butnotforthepurposeofexpressinganopinionontheeffectiveness
oftheentity’sinternalcontrol.Anauditalsoincludesevaluatingtheappropriatenessofaccountingpolicies
usedandthereasonablenessofaccountingestimatesmadebymanagement,aswellasevaluatingtheoverall
presentationoftheconsolidatedfinancialstatements.

Webelievethattheauditevidencewehaveobtainedissufficientandappropriatetoprovideabasisforour
auditopinion.

Opinion

Inouropinion,theconsolidatedfinancialstatementspresentfairly,inallmaterialrespects,thefinancialposition
oftheGroupofstatecorporation"BankforDevelopmentandForeignEconomicAffairs(Vnesheconombank)"as
at31December2011,anditsfinancialperformanceanditscashflowsfortheyearthenendedinaccordance
withInternationalFinancialReportingStandards.
26April2012
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ConsolidatedStatementofFinancialPosition
Asof31December2011
(inmillionsofRussianrubles)

Notes 2011 2010

1 2 3 4

ASSETS
Cashandcashequivalents 10 178,028 196,672

Preciousmetals 260 293

Financialassetsatfairvaluethroughprofitandloss 11 94,362 76,144

Duefromcreditinstitutions 12 457,698 415,641

Loanstocustomers 14 1,228,923 787,926

Investmentsecurities: 15

available-for-sale 454,285 471,755

held-to-maturity 17,779 21,536

Investmentsecuritiesavailableforsalepledgedunderrepurchase
agreements

15 4,715 4,828

DuefromtheRussianGovernment 16 124 119

ReceivablefromtheRussianGovernmentunderLondonClub
Arrangements

8 1,147 1,123

Investmentsinassociates 17 5,894 5,638

Propertyandequipment 18 34,286 23,550

Incometaxassets 19 3,332 2,350

Otherassets 21 51,114 35,897

Total assets 2,531,947 2,043,472

LIABILITIES 
Duetocreditinstitutions 22 472,014 235,027

Financialliabilitiesatfairvaluethroughprofitorloss 13 6,945 5,416

DuetotheRussianGovernmentandtheBankofRussia 8 884,592 814,901

DuetoLondonClubcreditors 8 1,147 1,123

Amountsduetocustomers 23 352,424 290,098

Debtsecuritiesissued 24 261,030 186,947

Incometaxliabilities 19 1,885 1,042

Provisions 20 206 203

Otherliabilities 21 19,029 13,611

Total liabilities 1,999,272 1,548,368
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SignedandauthorizedforreleaseonbehalfoftheChairmanoftheBank

VladimirA.Dmitriev      Chairman of the Bank


VladimirD.Shaprinsky   Chief Accountant 

16April2012

Notes 2011 2010

1 2 3 4

EQUITY 25
Chartercapital 382,571 382,571

Additionalpaid-incapital 62,600 –

Retainedearnings 28,845 25,043

Gainsofinvestmentsecuritiesavailableforsale 57,782 85,679

Foreigncurrencytranslationreserve 58 373

Equity attributable to the Russian Government  531,856 493,666

Non-controlling interests 819 1,438

Total equity 532,675 495,104

Total equity and liabilities 2,531,947 2,043,472

The accompanying notes 1 to 35 are an integral part of these consolidated financial statements.
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ConsolidatedStatementofIncome
Fortheyearended31December2011
(inmillionsofRussianrubles)

Notes 2011 2010

1 2 3 4

CONTINUING OPERATIONS

Interest income 

Loanstocustomers 87,947 84,886

Amountsduefromcreditinstitutionsandcashequivalents 39,653 38,932

Investmentsecurities 17,545 17,997

145,145 141,815

Financeleases 12,128 3,882

Financialassetsatfairvaluethroughprofitorloss 2,514 2,066

159,787 147,763

Interest expenses 

AmountsduetocreditinstitutionsandtheBankofRussia (24,079) (25,841)

AmountsduetocustomersandtheRussianGovernment (56,984) (50,081)

Debtsecuritiesissued (14,390) (5,168)

(95,453) (81,090)

Net interest income 64,334 66,673

Provisionforimpairmentofinterest-earningassets 12,14 (38,790) (45,735)
Net interest income after provision for impairment  
of interest-earning assets 25,544 20,938

Net fee and commission income 27 6,612 6,030
Gainslesslossesarisingfromfinancialinstrumentsatfairvalue
throughprofitorloss (2,508) 10,178

Gainslesslossesfrominvestmentsecuritiesavailableforsale 28 10,130 13,129

Gainslesslossesfromforeigncurrencies:

dealing 12,275 3,547

translationdifferences (17,287) (1,078)

Gainslesslossesoninitialrecognitionoffinancialinstruments 3,746 (2,400)

Shareinincomeinassociates 17 285 204

Dividends 4,551 2,260

Otheroperatingincome 3,136 1,754

Non-interest income 14,328 27,594

Payrollandotherstaffcosts (16,890) (12,365)
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Notes 2011 2010

1 2 3 4

Occupancyandequipment (5,156) (4,336)

Depreciation 18 (1,334) (1,456)

Taxesotherthanincometax (3,050) (1,582)

Otherimpairmentandprovisions 20 (366) (221)

Otheroperatingexpenses 29 (11,555) (7,833)

Non-interest expenses (38,351) (27,793)
Income from continuing operations before income tax  
and hyperinflation effect 8,133 26,769

Incomefromnetmonetarypositionresultingfromhyperinflation 381 –

Income from continuing operations before income tax 8,514 26,769

Incometaxbenefit/(expense) 19 (1,034) 1,306

Income for the reporting year from continuing operations 7,480 28,075

Discontinued operations

Incomeforthereportingyearfromdiscontinuedoperations 30 – 172

Profit for the reporting year 7,480 28,247

Attributableto:

theRussianGovernment 7,474 28,342

non-controllinginterests 6 (95)

7,480 28,247

The accompanying notes 1 to 35 are an integral part of these consolidated financial statements.
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ConsolidatedStatement
ofComprehensiveIncome
Fortheyearended31December2011
(inmillionsofRussianrubles)

Notes 2011 2010

1 2 3 4

Income for the reporting year 7,480 28,247

Other comprehensive income 
Changeinunrealizedgains/(losses)oninvestmentsecurities
availableforsale 25 (27,933) 11,817

Income tax relating to components of other comprehensive 
income 19 7 (68)

Translation differences (337) 2
Other comprehensive income/(loss) for the reporting year, 
net of tax (28,263) 11,751

Total comprehensive income/(loss) for the reporting year (20,783) 39,998

Attributableto:

theRussianGovernment (20,733) 40,069

non-controllinginterests (50) (71)

(20,783) 39,998

The accompanying notes 1 to 35 are an integral part of these consolidated financial statements.
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ConsolidatedStatement
ofChangesinEquity
Fortheyearended31December2011
(inmillionsofRussianrubles)

AttributabletotheRussianGovernment

Charter
capital

Additional
paid-in
capital

Retained
earnings/
(accumu-

lated
deficit)

Unrealized
gains/

(losses)on
investment

securities
availablefor

sale

Foreign
currency

translation
reserve

Total
Non-

controlling
interests

Total
equity

1 2 3 4 5 6 7 8 9

31 December 2009 382,489 – (3,809) 73,940 382 453,002 2,234 455,236
Totalcomprehensive
income/(expense)
fortheyear

– – 28,342 11,739 (12) 40,069 (71) 39,998

Contributionofthe
RussianGovernment
(Note25)

82 – – – – 82 – 82

Establishment
ofasubsidiary – – – – – – 48 48

Changeininterestin
subsidiaries(Note6) – – 510 – 3 513 (770) (257)

Dividendsfrom
subsidiaries(Note25) – – – – – – (3) (3)

31 December 2010 382,571 – 25,043 85,679 373 493,666 1,438 495,104
Totalcomprehensive
income/(expense)
fortheyear

– – 7,474 (27,908) (299) (20,733) (50) (20,783)

Contributionofthe
RussianGovernment
(Note25)

– 62,600 – – – 62,600 – 62,600

Increaseininterestin
subsidiaries(Note6) – – (3,672) 11 (16) (3,677) (561) (4,238)

Dividendsfrom
subsidiaries(Note25) – – – – – – (8) (8)

31 December 2011 382,571 62,600 28,845 57,782 58 531,856 819 532,675

The accompanying notes 1 to 35 are an integral part of these consolidated financial statements.
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Notes 2011 2010

1 2 3 4

CASH FLOWS FROM OPERATING ACTIVITIES

Incomeforthereportingyear 7,480 28,247

Adjustments:

Changeininterestaccruals (8,226) (2,754)

Impairmentandotherprovisions 39,156 45,956
Changesinunrealizedrevaluationoftradingsecuritiesandderivative
financialinstruments (4,969) (7,806)

Gainslesslossesfrominvestmentsecuritiesavailableforsale,netof
impairmentloss (19,040) (35,405)

Impairmentofinvestmentsecuritiesavailableforsale 8,910 22,276

Changesintranslationdifferences 17,287 1,078

Gainslesslossesoninitialrecognitionoffinancialinstruments (3,746) 2,400

Shareinincomeinassociates (285) (204)

Profitonnetmonetarypositionresultingfromhyperinflation (381) –

Depreciationandamortization 1,873 1,804

Deferredincometax (1) (2,533)

Incomefromdiscontinuedoperations – (172)

Otherchanges (1,488) (1,122)
Cash flows from operating activities before changes in operating 
assets and liabilities 36,570 51,765

Net(increase)/decreaseinoperatingassets

Preciousmetals (1) (11)

Financialassetsatfairvaluethroughprofitorloss (9,847) (14,124)

Amountsduefromcreditinstitutions (35,988) 7,054

Loanstocustomers (416,379) 13,173

DuefromtheRussianGovernment 44 88

Otherassets (9,537) (22,308)

Netincrease/(decrease)inoperatingliabilities

Duetocreditinstitutions,netoflong-terminterbankfinancing 55,354 14,119
DuetotheRussianGovernmentandtheBankofRussia,netoflong-term
specialpurposefinancing 26,246 (50,636)

Amountsduetocustomers 31,648 88,264

Securitiesissued,netofbonds 3,708 (2,022)

ConsolidatedStatementofCashFlows
Fortheyearended31December2011
(inmillionsofRussianrubles)
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Notes 2011 2010

1 2 3 4

Otherliabilities 1,344 2,339

Net cash flows from/(used in) operating activities (316,838) 87,701

CASH FLOWS FROM INVESTING ACTIVITIES

Purchaseofinvestmentsecurities (260,441) (359,083)

Proceedsfromsaleandredemptionofinvestmentsecurities 264,523 251,906

Purchaseofpropertyandequipment (11,161) (5,504)

Proceedsfromsaleofpropertyandequipment 191 202

Investmentsinassociates (19) –

Acquisitionofsubsidiaries,netofcashacquired 6 (2,178) –

Net cash used in investing activities (9,085) (112,479)

CASH FLOWS FROM FINANCING ACTIVITIES

Long-terminterbankfinancingraised 218,477 92,952

Long-terminterbankfinancingrepaid (76,975) (69,326)
Long-termspecialpurposefinancingraisedfromtheRussianMinistry
ofFinance 37,000 133,170

Long-termfinancingrepaidtotheBankofRussia – (209,815)

Placementofbonds 97,704 168,077

Redemptionofbonds (27,923) (62,541)

PurchaseofbondsissuedbytheGroup (15,561) (744)

Proceedsfromsaleofpreviouslypurchasedbonds 8,499 743

Changeininterestinexistingsubsidiaries (4,238) (257)

Dividendsofsubsidiaries (8) (3)

Contributiontoadditionalpaid-incapitalfromtheRussianGovernment 62,600 –

Contributiontothesharecapitalofsubsidiaryfromminorityshareholders – 48

Net cash from financing activities 299,575 52,304
Effect of changes in foreign exchange rates against the ruble on cash 
and cash equivalents 7,704 230

Net increase/(decrease) in cash and cash equivalents (18,644) 27,756

Cash and cash equivalents, beginning 10 196,672 168,916

Cash and cash equivalents, ending 10 178,028 196,672

SUPPLEMENTAL INFORMATION

Incometax(paid)/recovered (884) (1,107)

Interestpaid (81,174) (73,978)

Interestreceived 137,917 140,141

Dividendsreceived 4,551 2,260

The accompanying notes 1 to 35 are an integral part of these consolidated financial statements.
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Notestotheconsolidated
financialstatements

1.Principalactivities

The Group of state corporation "Bank for Development and Foreign Economic Affairs
(Vnesheconombank)" comprises state corporation "Bank for Development and Foreign Economic
Affairs(Vnesheconombank)"("Vnesheconombank"orthe"Bank"),Russianbanks,CIS-basedbanks,
andRussianandforeigncompaniescontrolledbytheGroup.Listofmajorsubsidiariesispresented
inNote3,associates–inNote17.

Vnesheconombankwasformedon8June2007pursuanttoandinaccordancewithFederalLaw
No.82-FZdated17May2007,"OnBankforDevelopment"(FederalLawNo.82-FZ),bymeansofre-
organizationofBankforForeignEconomicAffairsoftheUSSR("VnesheconombankoftheUSSR")
andisitslegalsuccessor.VnesheconombankoftheUSSRwasaspecializedstatebankoftheRussian
Federationservicing,inanagencycapacity,theforeigndebtandassetsoftheformerUSSRandthe
GovernmentoftheRussianFederationanditsauthorizedinstitutions(theRussianGovernment).

InaccordancewithFederalLawNo.395-1,"OnBanksandBankingActivity",dated2December
1990,VnesheconombankperformsbankingoperationsasstipulatedbyFederalLawNo.82-FZ.The
Bankhasnorighttoattractdepositsfromindividuals.Thelegislationonbanksandbankingactivity
shallapplytotheBankonlytotheextentthatisdoesnotcontradictthementionedFederalLawand
subjecttocertainspecifics.

The main principles and areas of the Bank’s activity are set out in the Federal Law and the
MemorandumontheBank'sFinancialPolicies,approvedbyResolutionoftheRussianGovernment
No.1007-rdated27July2007.TheMemorandumontheBank'sFinancialPoliciesprovidesforthe
mainareasoftheBank’sinvestingandfinancingactivities,stipulatesquantitativelimitations,condi-
tionsandcriteriaofspecificoperations.

ThemanagementbodiesoftheBankaretheSupervisoryBoardchairedbythePrimeMinisterof
theRussianFederation,theManagementBoardandtheChairmanoftheBank.Inaccordancewith
theFederalLaw,theChairmanoftheBankisappointedbythePresidentoftheRussianFederation
foratermwhichcannotexceed5years.
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Vnesheconombank activities are aimed at overcoming infrastructure growth constraints, up-
gradingandpromotingnon-rawmaterialseconomicsector,encouraginginnovationsandexportsof
high-technologyproducts,carryingoutprojectsinspecialeconomiczones,environmentprotection
projects,andsupportingsmallandmedium-sizedbusinesses.TheBankactivelyparticipatesinlarge
investmentprojectscontributingtothedevelopmentof infrastructureandhigh-technologyindus-
triesoftherealsectoroftheeconomy.

Asdetailed inNote25, theBank'schartercapitalhasbeen formedbymeansofassetcontri-
butionsfromtheRussianFederationmadeunderdecisionsoftheRussianGovernment, including
contributionofstate-ownedsharesofOJSC"RussianBankforDevelopment"(in2011renamedto–
OJSC"RussianBankforSmallandMediumEnterprisesSupport"(OJSC"SMEBank")),CJSCState
Specialized Russian Export-Import Bank (CJSC "ROSEXIMBANK") and OJSC "Federal Center for
ProjectFinance"tothechartercapital.

VnesheconombankperformsthefunctionsofanagentoftheRussianGovernmentforthepur-
poseofaccounting,servicingandrepayingtheforeignnationaldebtoftheformerUSSRandthe
RussianFederation(includinginternalcurrencydebtoftheformerUSSR),accounting,servicingand
repaying(using)governmentloansissuedbytheformerUSSRandtheRussianFederationtoforeign
borrowers;collecting(recovery)ofdebtsfromlegalentities,constituententitiesoftheRussianFed-
erationandmunicipalgovernmentsundercashliabilitiestotheRussianFederation;providingand
executingstateguaranteesoftheRussianFederationandmonitoringprojectsimplementedbythe
RussianFederationwithinvolvementofinternationalfinancialinstitutions.

Vnesheconombank performs the functions of an agent of the Russian Government under the
AgreemententeredintowiththeMinistryofFinanceoftheRussianFederation(theRussianMinistry
ofFinance)on25December2009andAdditionalAgreementNo.1dated23December2010and
AdditionalAgreementNo.2dated8December2011.In2012,theRussianMinistryofFinanceex-
pectstoenterintoanewadditionalagreement.

In2011,Vnesheconombankreceivedalump-sumconsiderationintheamountofRUB534mil-
lion(2010:RUB534million)fortheagencyservicesprovidedpursuanttoFederalLawNo.357-FZ
"OntheFederalBudgetfor2011andthe2012and2013PlannedPeriod"dated13December2010.

Asdescribed ingreaterdetail inNote8,at31December2011and31December2010, the
RussianGovernmentowedVnesheconombankRUB1,147millionandRUB1,123million,respec-
tively,relatingtotheLondonClubdebtobligationofVnesheconombank.Theseamountshavebeen
presentedintheBank’sstatementoffinancialpositionandarenotsubjecttooffsetting.Noal-
lowancehasbeenprovidedwithrespecttotheRussianGovernmentreceivableundertheLondon
Clubdebt.
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1. Principalactivities(continued)

TheBankperformsfunctionsoftheagentservicingtheforeigndebtoftheformerUSSRandof
theRussianFederation,includingmaintenanceofaccountingrecords,settlementsandreconcilia-
tionofabovedebtuntilthedatedeterminedbytheRussianGovernment.

InJanuary2003,theBankwasnominatedasthestatetrustmanagementcompanyforthetrust
managementofpensionsavingsfundsaccumulatedbytheStatePensionFundoftheRussianFed-
eration.Vnesheconombankperformstrustmanagementofaccumulatedpensionsavingsofinsured
citizenswhohavenotselectedaprivatemanagementcompanyandwhohaveselectedtheBankas
themanagementcompany.

On2August2009,FederalLawNo.182-FZdated18July2009,"OnAmendmentstoFederalLaw
"OnNon-statePensionFunds"andFederalLaw"OnInvestmentofFundstoFinancetheFundedPart
ofLaborPensionsintheRussianFederation",cameintoeffectwhichprovidesthatfrom1Novem-
ber2009theBankasthestatetrustmanagementcompanyshallformtwoportfolios:anextended
investmentportfolioandaninvestmentportfolioofgovernmentsecurities.TheBankshallformthe
portfolios inaccordancewiththe investmentdeclarationsapprovedbyResolutionof theRussian
GovernmentNo.842dated24October2009.

During2011,theBank,asastatemanagementcompany,mainlyinvestedinstatesecuritiesde-
nominatedinRussianrubles,andcorporatebondsofhighlycredibleRussianissuersandmortgage
securities.At31December2011and31December2010,totalfundsoftheStatePensionFundof
theRussianFederationplacedinmanagementtothestatemanagementcompanyamountedtoRUB
1,328,885millionandRUB737,821million intheextended investmentportfolioandRUB5,157
millionandRUB2,398millionintheportfolioofgovernmentsecurities,respectively.

InaccordancewithResolutionoftheRussianGovernmentNo.970dated22December2008,
theBankshallperformfunctionsofthestatetrustmanagementcompanyuntil1January2014.

SinceOctober2008,Vnesheconombankhasbeentakingmeasuresaimedatsupportingthefi-
nancialsystemoftheRussianFederationsoastoimplementFederalLawNo.173-FZdated13Octo-
ber2008,"OnAdditionalMeasurestoSupporttheFinancialSystemoftheRussianFederation"(Fed-
eralLawNo.173-FZ).AsdetailedinNotes12and14,theBankextendedunsecuredsubordinated
loanstoRussianbanks,andstartingfromtheendofDecember2010,theBankactsasalenderfor
operationstoenhanceaffordabilityofmortgageloansthroughextendingloanstoOJSC"TheAgency
forHousingMortgageLending"("AHML").
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TheBank'sheadofficeislocatedinMoscow,Russia.TheBankhasrepresentativeofficesinSt.Pe-
tersburg(Russia),Khabarovsk(Russia),Yekaterinburg(Russia),Pyatigorsk(Russia),Rostov-on-Don
(Russia),Krasnoyarsk(Russia),theUnitedStatesofAmerica,theUK,Italy,Germany,theRepublicof
SouthAfrica,India,thePeople'sRepublicofChina,theFrenchRepublicandtheSwissConfederation.
TheBank'sprincipalofficeislocatedat9ProspectAkademikaSakharova,Moscow.

At31December2011and31December2010,theGrouphad17,935and17,832employees,
respectively.

2. Basisofpreparation

General

Theseconsolidatedfinancialstatementshavebeenprepared inaccordancewithInternational
FinancialReportingStandards("IFRS").

TheBank,itssubsidiariesandassociatesmaintaintheiraccountingrecordsandpreparefinancial
statementsinaccordancewithregulationsapplicableintheircountryofregistration.Theseconsoli-
datedfinancialstatementsarebasedonthoseaccountingbooksandrecords,asadjustedandreclas-
sifiedinordertocomplywithIFRS.Thereconciliationbetweenequityandnetincome/(loss)before
adjustmentsandreclassificationsandperIFRSispresentedlaterinthisnote.

Theconsolidatedfinancialstatementshavebeenpreparedunderthehistoricalcostconvention
exceptasdisclosedintheaccountingpoliciesbelow.Forexample,tradingsecurities,financialassets
designatedasatfairvaluethroughprofitorloss,available-for-salesecuritiesandderivativefinancial
instrumentshavebeenmeasuredatfairvalue.

TheseconsolidatedfinancialstatementsarepresentedinmillionsofRussianrubles("RUBmil-
lion"),unlessotherwiseisindicated.

Functional currency 
TheRussianRuble is the functionalcurrencyofVnesheconombankand thepresentationcur-

rencyoftheGroup.Transactionsinothercurrenciesaretreatedastransactionsinforeigncurren-
cies.TheGroup'sforeignsubsidiaryOJSC"Belvnesheconombank"usestheBelarusianRuble("BYR")
asitsfunctionalcurrency.PublicStockCompany"Joint-StockCommercialIndustrialandInvestment
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Bank"("PSCProminvestbank"),anotherforeignsubsidiaryoftheGroup,usestheUkrainianHryvnia
("UAH")asitsfunctionalcurrency.

LondonClubdebtamountsdenominatedinforeigncurrenciesarerecordedattheofficialrates
oftheBankofRussiaat31December2011and31December2010.

ClearingcurrenciesarethesettlementcurrenciesforbilateraltradebetweentheRussianFedera-
tionanddesignatedcountries.Clearingcurrenciesareregularlytradedonspecialauctionsheldby
theBankunderthesupervisionoftheRussianMinistryofFinance.Clearingcurrencies-denominated
assetsand liabilitieshavebeen translated intoRUBat theofficial ratesof theBankofRussiaat
31December2011and31December2010.

Segregation of operations

In its agency capacity the Bank manages and services certain assets and liabilities on behalf
of the Russian Government. Balances of respective assets and liabilities have not been included
in theaccompanyingstatementsof financialpositiongiventheagencynatureof therelationship
andinaccordancewiththeunderlyingAgencyAgreementsandspecificguidelines(hereinafter,the
"Guidelines")approvedbytheBoardofDirectorsofVnesheconombankoftheUSSRandtheRussian
MinistryofFinancein1997.

TheGuidelinesstipulatedthefollowingassetsandliabilitiesaretheresponsibilityoftheRussian
MinistryofFinanceandhave,therefore,beenexcludedfromtheaccompanyingstatementsoffinan-
cialposition:

1. Liabilitiestoforeigncreditorsincludingallaccruedinterestwhichareservicedandredeemed
attheexpenseoftheRussianGovernment,exceptsomeremainingLondonClubobligations(Note8);

2. InternalforeigncurrencydebttoresidentsoftheformerUSSR;

3. Claimstolegalentitiesforforeigncurrencygovernmentandcommercialloansgrantedto
RussianFederationregions,formerrepublicsoftheUSSR,andotherforeigncountriesrepresenting
bothgovernmentexternalandinternalforeigncurrencyassets;

2. Basisofpreparation(continued)

General (continued) 
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4. Clearing,barter,andmutualsettlements,includingcorrespondingsettlementswithclients,
executedonthebasisofintergovernmentalagreements;

5. ParticipationclaimsandliabilitiesrelatedtothereorganizationofformerUSSR-ownedfor-
eignbanks,whicharesubjecttotrilateralsettlementbytheBankofRussia,theRussianMinistryof
Finance,andVnesheconombank,andequityparticipationsfinancedbyborrowings,theresponsibility
forwhichwasassumedbytheRussianMinistryofFinance;

6. ClaimsagainstRussiancommercialbanksandothercommercialentitiesforguaranteesin
favoroftheRussianMinistryofFinanceundercentralizedoperations,aswellasotherclaimsandli-
abilitiesthatresultedfrom,orariseasaresultof,operationsconductedattheexpenseoftheRussian
Government.

Reconciliation of equity and income for the reporting year before 
adjustments and reclassifications and per IFRS

Equityandnetincomeforthereportingyearbeforeadjustmentsandreclassificationsarerecon-
ciledtoIFRSasfollows:

2011 2010

Equity Incomeforthe
reportingyear Equity Incomeforthe

reportingyear

Before adjustments and reclassifications 540,999 19,785 517,474 28,851

Effectofconsolidationofsubsidiaries (31,126) (13,008) (9,503) 700

Translationdifferences 2,247 2,660 (413) 158

Effectofaccruedinterest (13,201) (1,335) (11,866) (3,582)

Initialrecognitionoffinancialinstruments 10,433 3,746 6,687 (2,400)

Impairmentoffinancialassets – (8,910) – (22,276)

Provisionsforlosses 35,337 4,494 30,843 20,794
Effectofcurrencyrevaluationofthecarryingvalue
ofavailableforsaleequityinstruments – (8,507) – –

Revaluationoftradingsecuritiesandsecuritiesdesignated
asatfairvaluethroughprofitorloss 33 (8,425) (113) 1,266

Fairvaluerevaluationofinvestmentsecuritiesavailableforsale 7,764 (1,078) (7) –

Derivativefinancialinstruments 21,623 16,697 4,926 5,995

Goodwillwrittenoff (41,841) – (41,841) –

Other 407 1,361 (1,083) (1,259)

International Financial Reporting Standards 532,675 7,480 495,104 28,247
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3. Majorsubsidiaries

TheGroup'smajorsubsidiaries includedinthefinancialstatementsarepresentedinthetable
below:

Ownership

Subsidiaries 31December
2011

31December
2010

Countryof
incorporation

Type
ofactivity

CJSC"ROSEXIMBANK" 100% 100% Russia Banking

OJSC"Belvnesheconombank" 97.49% 97.42% Republic
ofBelarus Banking

OJSC"VEB-Leasing" 98.96% 97.97% Russia Leasing

OJSC"SMEBank" 100% 100% Russia Banking

OJSC"Sviaz-Bank" 99.47% 99.47% Russia Banking

PSC"Prominvestbank" 97.85% 93.84% Ukraine Banking

CJSC"Kraslesinvest" 100% 100% Russia
Productionand

processing
ofmaterials

CJSC"GLOBEXBANK" 99.99% 99.16% Russia Banking

LLC"VEB-Capital" 100% 100% Russia Finance
intermediary

LLC"VEBEngineering" 67.55% 51.00% Russia
Investmentproject

implementation
services

OJSC"FederalCenterforProjectFinance" 100% 100% Russia Finance
intermediary

OJSC"NorthCaucasusDevelopmentCorporation" 100% – Russia
Advisoryservices,

investment
projectsupport

LLC"ManagementCompanyRDIF" 100% – Russia Management
company

OJSC"EXIAR" 100% – Russia Insurance

OJSC"TheFarEastandtheBaikalregionDevelopment
Fund" 100% – Russia

Supportto
investment

projects
Shareofassets:

Closed-endMutualHedgeFund"MRIF" 99.92% 99.92% Russia Mutualfund

Closed-endMutualEquityFund"MRIF-II" 99.9975% 99.9975% Russia Mutualfund

MutualFundRDIF 100% – Russia Mutualfund

InMarch2011,thereportonissueofsharesofOJSC"NorthCaucasusDevelopmentCorpora-
tion" was officially registered. The founder of the Corporation was Vnesheconombank. The Bank
contributedRUB500milliontothechartercapitalofthesubsidiary(100%shares).Theprincipal
activitiesofthesubsidiaryincludesupportinginvestmentprojectsimplementedintheNorthCauca-
susandprovidingadvicetoregionalauthorities.
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InApril2011,VnesheconombankmadeanadditionalcontributiontothechartercapitalofLLC
"VEBCapital"forthetotalamountofRUB300million.TheGroup'sshareinchartercapitalofLLC
"VEBCapital"hasnotchangedandis100%.

InJune2011,Vnesheconombankestablisheditssubsidiary,ManagementCompanyoftheRus-
sianDirectInvestmentFund(LLC"ManagementCompanyRDIF").TheBankcontributedRUB300
milliontothechartercapitaloftheLLC"ManagementCompanyRDIF"(100%interest).Theprincipal
objectiveofthecompany'sactivitiesofthecompanyincludescreationofanenvironmentthatwould
encourageforeigninvestmentsinhigh-techsectorsoftheRussianeconomy.

InOctober2011,OJSC"EXIAR",theRussia'sExportCreditandInvestmentInsuranceAgency,
wasregistered.VnesheconombankisthesolefounderoftheFund.ThechartercapitalofOJSC"EX-
IAR" ispaidtoRUB30,000million.TheAgencyspecializes in insuringexportcreditsand invest-
mentsagainstbusinessandpoliticalrisks.

InNovember2011,OJSC"TheFarEastandtheBaikalregionDevelopmentFund"possessing
theequityequalingtoRUB500millionwasregistered.Vnesheconombankisthesolefounderof
theFund.TheFundwillspecializeinpromotinginvestmentprojectsintheFarEastandtheBaikal
region.

InDecember2011,theBankpurchased100%ofunitsofthemutualfundofthelong-terminvest-
ments"TheRussianFundofDirectInvestments"("MutualFundRDIF")managedbyLLC"Manage-
mentCompanyRDIF".At31December2011,theBankinvestedRUB62,600million.

InDecember2011,theBankpurchased2,900,000additionallyissuedsharesofOJSC"Federal
Center for Project Finance"at a total sum amounted to RUB 2,900 million (the shares were pur-
chasedattheirnominalvalueequalingtoRUB1,000perunit).TheGroup'sshareintheequityof
OJSC"FederalCenterforProjectFinance"hasnotchangedandis100%.

4. Summaryofsignificantaccountingpolicies

Changes in accounting policies

TheGrouphasadoptedthefollowingrevisedandamendedIFRSandnewIFRICInterpretations
duringthereportingyear.Theprincipaleffectsofthesechangesareasfollows:
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IAS 24 "Related Party Disclosures" (Revised)
TherevisedIAS24,issuedinNovember2009,simplifiesthedisclosurerequirementsforgov-

ernment-relatedentitiesandclarifiesthedefinitionofarelatedparty.Previously,anentitycon-
trolledorsignificantlyinfluencedbyagovernmentwasrequiredtodiscloseinformationaboutall
transactions with other entities controlled or significantly influenced by the same government.
Therevisedstandardrequiresdisclosureaboutthesetransactionsonlyiftheyareindividuallyor
collectivelysignificant.TherevisedIAS24iseffectiveforannualperiodsbeginningonorafter1
January2011.Thedisclosureoftransactionswithrelatedpartiesinaccordancewiththerevised
IAS24ispresentedinNote33.

Amendments to IAS 32 Financial Instruments: Presentation – Classification of Rights Issues
InOctober2009, the IASB issuedamendmentto IAS32.Entitiesshallapply thatamendment

forannualperiodsbeginningonorafter1February2010.Theamendmentsalterthedefinitionofa
financialliabilityinIAS32toclassifyrightsissuesandcertainoptionsorwarrantsasequityinstru-
ments.Thisisapplicableiftherightsaregivenproratatoalloftheexistingownersofthesameclass
ofanentity'snon-derivativeequityinstruments,inordertoacquireafixednumberoftheentity'sown
equityinstrumentsforafixedamountinanycurrency.Theseamendmentsdidnothaveanyimpact
ontheGroup'sconsolidatedfinancialstatements.

IFRIC 19 "Extinguishing Financial Liabilities with Equity Instruments"
IFRIC Interpretation19was issued inNovember2009and iseffective forannualperiodsbe-

ginningonorafter1July2010.The Interpretationclarifies theaccountingwhen the termsofa
financialliabilityarerenegotiatedandresultintheentityissuingequityinstrumentstoacreditorto
extinguishallorpartofthefinancialliability.ThisinterpretationhadnoimpactontheGroup'scon-
solidatedfinancialstatements.

Improvements to IFRSs
InMay2010,theIASBissuedthethirdomnibusofamendmentstoitsstandards,primarilywitha

viewtoremovinginconsistenciesandclarifyingwording.Mostoftheamendmentsareeffectivefor
annualperiodsbeginningonorafter1January2011.Thereareseparatetransitionalprovisionsfor
eachstandard.AmendmentsincludedinMay2010"ImprovementstoIFRS"hadimpactontheac-
countingpolicies,financialpositionorperformanceoftheGroup,asdescribedbelow.

¬¬ IFRS3BusinessCombinations:restrictstheapplicationofthemeasurementchoicesthatonly
thecomponentsofNCIthatarepresentownershipintereststhatentitletheirholderstoaproportion-

4. Summaryofsignificantaccountingpolicies(continued)

Changes in accounting policies (continued)
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ateshareoftheentity’snetassets,intheeventofliquidation,shallbemeasuredeitheratfairvalueorat
thepresentownershipinstruments’proportionateshareoftheacquiree’sidentifiablenetassets.

¬¬ IFRS7FinancialInstruments:Disclosures:introducestheamendmentstoquantitativeand
creditriskdisclosures.Theadditionalrequirementsweretakenintoaccountinthepreparationofthe
annualfinancialstatements.

¬¬ OtheramendmentstoIFRS1,IFRS3,IAS1,IAS27,IAS34andIFRIC13willhavenoimpact
ontheaccountingpolicies,financialpositionorperformanceoftheGroup.

¬¬ Thefollowingamendedstandardsandinterpretationshadnoimpactonaccountingpolicies,
financialpositionorperformanceoftheGroup:

¬¬ IFRS1First-timeAdoptionofInternationalFinancialReportingStandards–LimitedExemp-
tionfromComparativeIFRS7DisclosuresforFirst-timeAdopters;

¬¬ IFRIC14PrepaymentsofaMinimumFundingRequirement.

Basis of consolidation

Subsidiaries,whicharethoseentitiesinwhichtheGrouphasaninterestofmorethanonehalfof
thevotingrights,(stakesinequity),orotherwisehaspowertoexercisecontrolovertheiroperations,
areconsolidated.Subsidiariesareconsolidatedfromthedateonwhichcontrolistransferredtothe
Groupandarenolongerconsolidatedfromthedatethatcontrolceases.Allintercompanytransac-
tions,balancesandunrealizedgainsontransactionsbetweengroupcompaniesareeliminatedinfull;
unrealizedlossesarealsoeliminatedunlessthetransactionprovidesevidenceofanimpairmentof
theassettransferred.Wherenecessary,accountingpoliciesforsubsidiarieshavebeenchangedto
ensureconsistencywiththepoliciesadoptedbytheGroup.

Achangeintheownershipinterestofasubsidiary,withoutachangeofcontrol,isaccountedfor
asanequitytransaction.Lossesareattributedtonon-controllinginterestsevenifthatresultsina
deficitbalance.

IftheGrouplosescontroloverasubsidiary,itderecognizestheassets(includinggoodwill)andli-
abilitiesofthesubsidiary,thecarryingamountofanynon-controllinginterests,thecumulativetrans-
lationdifferences, recorded inequity; recognizes the fairvalueof theconsideration received, the
fairvalueofanyinvestmentretainedandanysurplusordeficitinprofitorlossandreclassifiesthe
parent’sshareofcomponentspreviouslyrecognizedinothercomprehensiveincometoprofitorloss
orretainedearnings,asappropriate.

(inmillionsofRussianrubles)
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Business combination

Businesscombinationsareaccountedforusingtheacquisitionmethod.Thecostofanacquisi-
tionismeasuredastheaggregateoftheconsiderationtransferred,measuredatacquisitiondatefair
valueandtheamountofanynon-controllinginterestsintheacquiree.Foreachbusinesscombina-
tion,theacquirermeasuresthenon-controllinginterestsintheacquire,thatarepresentownership
intereststhatentitletheirholderstoaproportionateshareoftheentity’snetassetsintheeventof
liquidation,eitheratfairvalueorattheproportionateshareoftheacquiree’sidentifiablenetassets.
Othercomponentsofnon-controllinginterestaremeasuredatacquisitiondatefairvalue.Acquisi-
tioncostsincurredareexpensed.

WhentheGroupacquiresabusiness,itassessesthefinancialassetsandliabilitiesassumedfor
appropriateclassificationanddesignationinaccordancewiththecontractualterms,economiccir-
cumstancesandpertinentconditionsasattheacquisitiondate.Thisincludestheseparationofem-
beddedderivativesinhostcontractsbytheacquiree.

Ifthebusinesscombinationisachievedinstages,theacquisitiondatefairvalueoftheacquirer’s
previouslyheldequityinterestintheacquireeisremeasuredtofairvalueasattheacquisitiondate
throughprofitorloss.

Any contingent consideration to be transferred by the acquirer is recognized at fair value at
theacquisitiondate.Subsequentchangestothefairvalueofthecontingentconsiderationwhichis
deemedtobeanassetorliabilitywillberecognizedinaccordancewithIAS39eitherinprofitorloss
oraschangetoothercomprehensiveincome.Ifthecontingentconsiderationisclassifiedasequity,
itshallnotberemeasureduntilitisfinallysettledwithinequity.

Goodwillisinitiallymeasuredatcostbeingtheexcessoftheconsiderationtransferredoverthe
Group'snetidentifiableassetsacquiredandliabilitiesassumed.Ifthisconsiderationislowerthanthe
fairvalueofthenetassetsofthesubsidiaryacquired,thedifferenceisrecognizedinprofitorloss.

Afterinitialrecognition,goodwill ismeasuredatcostlessanyaccumulatedimpairmentlosses.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisitiondate,allocatedtoeachoftheGroup'scashgeneratingunitsthatareexpectedtobenefit
fromthecombination,irrespectiveofwhetherotherassetsorliabilitiesoftheacquireeareassigned
tothoseunits.

4. Summaryofsignificantaccountingpolicies(continued)
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Wheregoodwillformspartofacash-generatingunitandpartoftheoperationwithinthatunit
is disposed of, the goodwill associated with the operation disposed of is included in the carrying
amountoftheoperationwhendeterminingthegainorlossondisposaloftheoperation.Goodwill
disposedofinthiscircumstanceismeasuredbasedontherelativevaluesoftheoperationdisposed
ofandtheportionofthecash-generatingunitretained.

Acquisition of subsidiaries from parties under common control
Acquisitionsofsubsidiariesfrompartiesundercommoncontrolareaccountedforusingthepool-

ingofinterestsmethod.

Theassetsand liabilitiesof thesubsidiary transferredundercommoncontrolare recorded in
consolidatedfinancialstatementsatthecarryingamountsofthetransferringentity(thePredeces-
sor)atthedateofthetransfer.RelatedgoodwillinherentinthePredecessor'soriginalacquisitionis
alsorecordedinconsolidatedfinancialstatements.Anydifferencebetweenthetotalbookvalueof
netassets,includingthePredecessor'sgoodwill,andtheconsiderationpaidisaccountedforincon-
solidatedfinancialstatementsasanadjustmenttotheshareholders'equity.

Consolidated financial statements, including corresponding figures, are presented as if
thesubsidiaryhadbeenacquiredbytheGrouponthedateitwasoriginallyacquiredbythePre-
decessor.

Investments in associates

Associatesareentities inwhichtheGroupgenerallyhasbetween20%and50%ofthevoting
rightsorparticipationshares,(stakesinequity),orisotherwiseabletoexercisesignificantinfluence,
butwhichitdoesnotcontrolorjointlycontrol.Investmentsinassociatesareaccountedforunder
theequitymethodandareinitiallyrecognizedatcost,includinggoodwill.Subsequentchangesinthe
carryingvaluereflectthepost-acquisitionchangesintheGroup’sshareofnetassetsoftheassociate.
TheGroup’sshareofitsassociates’profitsorlossesisrecognizedintheconsolidatedstatementof
income,anditsshareofmovementsinreservesisrecognizedinothercomprehensiveincome.How-
ever,whentheGroup’sshareoflossesinanassociateequalsorexceedsthevalueofitsinterestinthe
associate,theGroupdoesnotrecognizefurtherlosses,unlesstheGroupisobligedtomakefurther
paymentsto,oronbehalfof,theassociate.

UnrealizedgainsontransactionsbetweentheGroupanditsassociatesareeliminatedtotheex-
tentoftheGroup'sinterestintheassociates;unrealizedlossesarealsoeliminatedunlessthetransac-
tionprovidesevidenceofanimpairmentoftheassettransferred.
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Financial assets

Initial recognition

FinancialassetsinthescopeofIAS39areclassifiedaseitherfinancialassetsatfairvaluethrough
profitorloss,loansandreceivables,held-to-maturityinvestments,oravailable-for-salefinancialas-
sets,asappropriate.Whenfinancialassetsarerecognizedinitially,theyaremeasuredatfairvalue,
plus,inthecaseofinvestmentsnotatfairvaluethroughprofitorloss,directlyattributabletransac-
tioncosts.TheGroupdeterminestheclassificationofitsfinancialassetsuponinitialrecognition,
andsubsequentlycanreclassifyfinancialassetsincertaincasesasdescribedbelow.

Date of recognition

Allregularwaypurchasesandsalesoffinancialassetsarerecognizedonthetradedate,i.e.the
datethattheGroupcommitstopurchasetheasset.Regularwaypurchasesorsalesarepurchases
orsalesoffinancialassetsthatrequiredeliveryofassetswithintheperiodgenerallyestablishedby
regulationorconventioninthemarketplace.

“Day 1” profit

Wherethetransactionpriceinanon-activemarketisdifferenttothefairvaluefromotherobserv-
ablecurrentmarkettransactionsinthesameinstrumentorbasedonavaluationtechniquewhose
variablesincludeonlydatafromobservablemarkets,theGroupimmediatelyrecognizesthediffer-
encebetweenthetransactionpriceandfairvalue(a 'Day1'profit) intheconsolidatedstatement
ofincome.Incaseswhereuseismadeofdatawhichisnotobservable,thedifferencebetweenthe
transactionpriceandmodelvalueisonlyrecognizedintheconsolidatedincomestatementwhenthe
inputsbecomeobservable,orwhentheinstrumentisderecognized.

Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category ‘financial assets
atfairvaluethroughprofitorloss’.Financialassetsareclassifiedasheldfortradingiftheyare
acquiredprincipallyforthepurposeofgeneratingaprofitfromshort-termfluctuationsinprice
ordealers’margin.Derivativesarealsoclassifiedasheldfortrading.Gainsandlossesresulting
from operations with financial assets at fair value through profit or loss are recognized in the
consolidatedstatementofincomewithingainslesslossesfromfinancialinstrumentsatfairvalue
throughprofitorloss.

4. Summaryofsignificantaccountingpolicies(continued)
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Held-to-maturity investments

Non-derivativefinancialassetswithfixedordeterminablepaymentsandfixedmaturityareclas-
sifiedasheld-to-maturitywhentheGrouphasthepositiveintentionandabilitytoholdthemtomatu-
rity.Investmentsintendedtobeheldforanundefinedperiodarenotincludedinthisclassification.
Held-to-maturity investmentsaresubsequentlymeasuredatamortizedcost.Gainsand lossesare
recognizedintheconsolidatedstatementofincomewhentheinvestmentsareimpaired,aswellas
throughtheamortizationprocess.

Loans and receivables

Loansandreceivablesarenon-derivativefinancialassetswithfixedordeterminablepayments
thatarenotquotedinanactivemarket.Theyarenotenteredintowiththeintentionofimmediate
orshort-termresaleandarenotclassifiedastradingsecuritiesordesignatedasinvestmentsecuri-
tiesavailableforsale.Suchassetsarecarriedatamortizedcostusingtheeffectiveinterestmethod.
Gainsandlossesarerecognizedintheconsolidatedincomestatementwhentheloansandreceiv-
ablesarederecognizedorimpaired,aswellasthroughtheamortizationprocess.

Available-for-sale financial assets

Available-for-salefinancialassetsarethosenon-derivativefinancialassetsthataredesignated
asavailable-for-saleorarenotclassifiedinanyofthethreeothercategories.Afterinitialrecog-
nition available-for-sale financial assets are measured at fair value with gains and losses from
changes in fair value being recognized in other comprehensive income until the investment is
derecognizedoruntiltheinvestmentisdeterminedtobeimpairedatwhichtimethecumulative
gainorlosspreviouslyreportedinothercomprehensiveincomeisreclassifiedtotheconsolidated
statementofincomeasgainslesslossesfrominvestmentsecuritiesavailableforsale.However,
interestcalculatedusingtheeffectiveinterestmethodisrecognizedintheconsolidatedincome
statement.

Non-marketablesecuritiesthatdonothavefixedmaturitiesarestatedatcost,lessallowancefor
diminutioninvalueunlessthereareotherappropriateandworkablemethodsofreasonablyestimat-
ingtheirfairvalue.

Determination of fair value

Thefairvalueforfinancialinstrumentstradedinanactivemarketatthereportingdateisbased
ontheirquotedmarketpriceordealerpricequotations(bidpriceforlongpositionsandaskpricefor
shortpositions),withoutanydeductionfortransactioncosts.
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Forallotherfinancialinstrumentsnotlistedinanactivemarket,fairvalueisdeterminedbyusing
appropriatevaluationtechniques.Valuationtechniquesincludenetpresentvaluetechniques,com-
parisontosimilarinstrumentsforwhichmarketobservablepricesexist.

Offsetting

Financialassetsandliabilitiesareoffsetandthenetamountisreportedintheconsolidatedstate-
mentoffinancialpositionwhenthereisalegallyenforceablerighttosetofftherecognizedamounts
andthereisanintentiontosettleonanetbasis,ortorealizetheassetandsettletheliabilitysimul-
taneously.Thisisnotgenerallythecasewithmasternettingagreements,andtherelatedassetsand
liabilitiesarepresentedgrossintheconsolidatedstatementoffinancialposition.

Reclassification of financial assets

Ifanon-derivativefinancialassetclassifiedasheldfortradingisnolongerheldforthepurpose
ofsellinginthenearterm,itmaybereclassifiedoutofthefairvaluethroughprofitorlosscategory
inoneofthefollowingcases:

¬¬ afinancialassetthatwouldhavemetthedefinitionofloansandreceivablesabovemaybe
reclassifiedtoloansandreceivablescategoryiftheGrouphastheintentionandabilitytoholditfor
theforeseeablefutureoruntilmaturity;

¬¬ otherfinancialassetsmaybereclassifiedtoavailableforsaleorheldtomaturitycategories
onlyinrarecircumstances.

Afinancialassetclassifiedasavailableforsalethatwouldhavemetthedefinitionofloansand
receivablesmaybereclassifiedtoloansandreceivablescategoryiftheGrouphastheintentionand
abilitytoholditfortheforeseeablefutureoruntilmaturity.

Financialassetsarereclassifiedattheirfairvalueonthedateofreclassification.Anygainorloss
alreadyrecognizedinprofitorlossisnotreversed.Thefairvalueofthefinancialassetonthedateof
reclassificationbecomesitsnewcostoramortizedcost,asapplicable.

4. Summaryofsignificantaccountingpolicies(continued)

Financial assets (continued)
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Cash and cash equivalents

Cashandcashequivalentsconsistofcashonhand,amountsduefromtheBankofRussia,exclud-
ingobligatoryreservesofsubsidiarybanks,andamountsduefromcredit institutionsthatmature
withinninetydaysofthedateoforiginationandarefreefromcontractualencumbrances.

Precious metals

GoldandotherpreciousmetalsarerecordedatBankofRussiabidprices,bidpricesofNational
BankofBelarus,NationalBankofUkraine,whichapproximatefairvaluesandarequotedatadis-
counttoLondonBullionMarketrates.Changesintheabovementionedbidpricesarerecordedas
translationdifferencesfrompreciousmetalsinotherincome.

Repurchase and reverse repurchase agreements and securities lending

Sale and repurchase agreements ("repos") are treated as secured financing transactions.
Securitiessoldundersaleandrepurchaseagreementsareretainedintheconsolidatedstatementof
financialpositionand,incasethetransfereehastherightbycontractorcustomtosellorrepledge
them,reclassifiedassecuritiespledgedundersaleandrepurchaseagreements.Thecorresponding
liabilityispresentedwithinamountsduetocreditinstitutionsorcustomers.Securitiespurchased
underagreements to resell ("reverse repo")are recordedascashandcashequivalents,amounts
duefromcreditinstitutionsorloanstocustomersasappropriate.Thedifferencebetweensaleand
repurchasepriceistreatedasinterestandaccruedoverthelifeofrepoagreementsusingtheeffec-
tiveyieldmethod.

Securitieslenttocounterpartiesareretainedintheconsolidatedstatementoffinancialposition.
Securities borrowed are not recorded in the consolidated statement of financial position, unless
thesearesoldtothirdparties,inwhichcasethepurchaseandsalearerecordedwithingainsless
lossesfromfinancialinstrumentsatfairvaluethroughprofitorlossintheconsolidatedstatementof
income.Theobligationtoreturnthemisrecordedatfairvalueasafinancialtradeliability.

Derivative financial instruments

Inthenormalcourseofbusiness,theGroupentersintovariousderivativefinancialinstruments
includingfutures,forwards,swapsandoptionsintheforeignexchangeandsecuritiesmarkets.Such
financialinstrumentsareheldfortradingandarerecordedatfairvalue.Thefairvaluesareestimat-
edbasedonquotedmarketpricesorpricingmodelsthattakeintoaccountthecurrentmarketand
contractualpricesoftheunderlyinginstrumentsandotherfactors.Derivativesarecarriedasassets
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whentheirfairvalueispositiveandasliabilitieswhenitisnegative.Gainsandlossesresultingfrom
theseinstrumentsareincludedintheconsolidatedstatementofincomeasgainslesslossesfrom
financialinstrumentsatfairvaluethroughprofitorlossorgainslesslossesfromforeigncurrencies
dealing,dependingonthenatureoftheinstrument.

Derivativesembeddedinotherfinancial instrumentsaretreatedasseparatederivativesand
recordedatfairvalueiftheireconomiccharacteristicsandrisksarenotcloselyrelatedtothose
ofthehostcontract,andthehostcontractisnotitselfheldfortradingordesignatedatfairvalue
throughprofitorloss.Theembeddedderivativesseparatedfromthehostarecarriedatfairvalue
in the trading portfolio with changes in fair value recognized in the consolidated statement of
income.

Promissory notes

Promissorynotespurchasedareincludedintradingorinvestmentsecurities,orincashandcash
equivalents,inamountsduefromcreditinstitutionsorinloanstocustomers,dependingontheaim
andtermsoftheirpurchase,andarerecordedinaccordancewiththeaccountingpoliciesforthese
categoriesofassets.

Borrowings

Issuedfinancialinstrumentsortheircomponentsareclassifiedasliabilities,wherethesubstance
ofthecontractualarrangementresultsintheGrouphavinganobligationeithertodelivercashor
anotherfinancialasset totheholder,or tosatisfytheobligationotherthanbytheexchangeofa
fixedamountofcashoranotherfinancialassetforafixednumberofownequityinstruments.Such
instrumentsincludeamountsduetocreditinstitutions,amountstotheBankofRussiaandtheRus-
sian Government, amounts due to customers and debt securities issued. After initial recognition,
borrowingsaresubsequentlymeasuredatamortizedcostusingtheeffectiveinterestmethod.Gains
andlossesarerecognizedintheconsolidatedstatementofincomewhentheborrowingsarederec-
ognizedaswellasthroughtheamortizationprocess.

IftheGrouppurchasesitsowndebt,itisremovedfromthestatementoffinancialpositionand
thedifferencebetweenthecarryingamountoftheliabilityandtheconsiderationpaidisrecognized
intheconsolidatedstatementofincome.

4. Summaryofsignificantaccountingpolicies(continued)

Derivative financial instruments (continued)
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Forthepurposesoftheconsolidatedstatementofcashflows,theGrouprecognizesamountsat-
tractedfrombanksforaperiodofuptooneyearin"Cashflowsfromoperatingactivities"category,
foraperiodexceedingoneyear–in"Cashflowsfromfinancingactivities"category.

Government grants and government assistance

Governmentgrantsarerecognizedwherethereisreasonableassurancethatthegrantwillbere-
ceivedandallrelatedconditionswillbecompliedwith.Wherethegrantrelatestoanexpenseitem,it
isrecognizedasincomeinthesameperiodsastherespectiveexpensesitisintendedtocompensate
onasystematicbasis.Wherethegrantrelatestoanasset,itisrecognizedasdeferredincomeand
releasedtoincomeinequalamountsovertheexpectedusefullifeoftherelatedasset.

Governmentgrantsprovidedatbelowmarketinterestratesarerecognizedinaccordancewith
IAS39.Thebenefitofthegovernmentloanismeasuredattheinceptionoftheloanasthedifference
betweenthecashreceivedandtheamountatwhichtheloanisinitiallyrecognizedinthestatement
offinancialposition.ThisbenefitisaccountedforinaccordancewithIAS20.

Leases

1. Finance — Group as lessee

TheGrouprecognizes finance leasesasassetsand liabilities in theconsolidatedstatementof
financialpositionatthedateofcommencementoftheleasetermatamountsequaltothefairvalue
oftheleasedpropertyor,iflower,atthepresentvalueoftheminimumleasepayments.Incalculating
thepresentvalueoftheminimumleasepaymentsthediscountfactorusedistheinterestrateimplicit
inthelease,whenitispracticabletodetermine;otherwise,theGroup’sincrementalborrowingrateis
used.Initialdirectcostsincurredareincludedaspartoftheasset.Leasepaymentsareapportioned
between the finance charge and the reduction of the outstanding liability. The finance charge is
allocatedtoperiodsduringtheleasetermsoastoproduceaconstantperiodicrateofintereston
theremainingbalanceoftheliabilityforeachperiod.Thecostsidentifiedasdirectlyattributableto
activitiesperformedbythelesseeforafinancelease,areincludedaspartoftheamountrecognized
asanassetunderthelease.

2. Finance — Group as lessor

TheGrouprecognizesleasereceivablesatvalueequaltothenetinvestmentsinthelease,starting
fromthedateofcommencementoftheleaseterm.Financeincomeisbasedonapatternreflecting
aconstantperiodicrateofreturnonthenetinvestmentoutstanding.Initialdirectcostsareincluded
intheinitialmeasurementoftheleasereceivables.
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3. Operating — Group as lessee

Leasesofassetsunderwhichtherisksandrewardsofownershipareeffectivelyretainedwiththe
lessorareclassifiedasoperatingleases.Leasepaymentsunderoperatingleasesarerecognizedasexpen-
sesonastraight-linebasisoverthelease-termandincludedintoexpensesforpremisesandequipment.

4. Operating — Group as lessor

TheGrouppresentsassetssubjecttooperatingleasesintheconsolidatedstatementoffinancial
positionaccordingtothenatureoftheasset.Leaseincomefromoperatingleasesisrecognizedin
statementofincomeonastraight-linebasisovertheleasetermasotheroperatingincome.Theag-
gregatecostofincentivesprovidedtolesseesisrecognizedasareductionofrentalincomeoverthe
leasetermonastraight-linebasis.Initialdirectcostsincurredspecificallytoearnrevenuesfroman
operatingleaseareaddedtothecarryingamountoftheleasedasset.

Impairment of financial assets

TheGroupassessesateachreportingdatewhetherthereisanyobjectiveevidencethatafinan-
cialassetoragroupoffinancialassetsisimpaired.Afinancialassetoragroupoffinancialassetsis
deemedtobeimpairedif,andonlyif,thereisobjectiveevidenceofimpairmentasaresultofoneor
moreeventsthathasoccurredaftertheinitialrecognitionoftheasset(anincurred"lossevent")and
thatlossevent(orevents)hasanimpactontheestimatedfuturecashflowsofthefinancialassetor
thegroupoffinancialassetsthatcanbereliablyestimated.

Evidenceof impairmentmay include indications that theborroweroragroupofborrowers is
experiencingsignificantfinancialdifficulty,defaultordelinquencyininterestorprincipalpayments,
theprobabilitythattheywillenterbankruptcyorotherfinancialreorganizationandwhereobserv-
abledataindicatethatthereisameasurabledecreaseintheestimatedfuturecashflows,suchas
changesinarrearsoreconomicconditionsthatcorrelatewithdefaults.

Provisions for impairment of financial assets in these consolidated financial statements have
beendeterminedonthebasisofexistingeconomicandpoliticalconditions.TheGroupisnotinapo-
sitiontopredictwhatchangesinconditionswilltakeplaceintheRussianFederation,Ukraineandin
theRepublicofBelarusandwhateffectsuchchangesmighthaveontheadequacyoftheprovisions
forimpairmentoffinancialassets.

4. Summaryofsignificantaccountingpolicies(continued)
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Amounts due from credit institutions and loans to customers

Foramountsduefromcreditinstitutionsandloanstocustomerscarriedatamortizedcost,the
Group first assesses individually whether objective evidence of impairment exists individually for
financialassetsthatareindividuallysignificant,orcollectivelyforfinancialassetsthatarenotindi-
viduallysignificant.IftheGroupdeterminesthatnoobjectiveevidenceofimpairmentexistsforan
individuallyassessedfinancialasset,whethersignificantornot,itincludestheassetinagroupof
financialassetswithsimilarcreditriskscharacteristicsandcollectivelyassessesthemfor impair-
ment.Assetsthatareindividuallyassessedforimpairmentandforwhichanimpairmentlossis,or
continuestobe,recognizedarenotincludedinacollectiveassessmentofimpairment.

Ifthereisanobjectiveevidencethatanimpairmentlosshasbeenincurred,theamountoftheloss
ismeasuredasthedifferencebetweentheassets’carryingamountandthepresentvalueofestimat-
edfuturecashflows(excludingfutureexpectedcreditlossesthathavenotyetbeenincurred).The
carryingamountoftheassetisreducedthroughtheuseofanallowanceaccountandtheamount
ofthelossisrecognizedintheconsolidatedstatementofincome.Interestincomecontinuestobe
accruedonthereducedcarryingamountbasedontheoriginaleffectiveinterestrateoftheasset.
Loanstogetherwiththeassociatedallowanceforimpairmentarewrittenoffwhenthereisnoreal-
isticprospectoffuturerecoveryandallcollateralhasbeenrealizedorhasbeentransferredtothe
Group.If,insubsequentyears,theamountoftheestimatedimpairmentlossincreasesordecreases
becauseofaneventoccurringaftertheimpairmentwasrecognized,thepreviouslyrecognizedim-
pairmentlossisincreasedorreducedbyadjustingtheallowanceaccount.Ifafuturewrite-offislater
recovered,therecoveryiscreditedtotheconsolidatedstatementofincome.

Thepresentvalueoftheestimatedfuturecashflowsisdiscountedatthefinancialasset’sorigi-
naleffectiveinterestrate.Ifaloanhasavariableinterestrate,thediscountrateformeasuringany
impairmentlossisthecurrenteffectiveinterestrate.Thecalculationofthepresentvalueoftheesti-
matedfuturecashflowsofacollateralizedfinancialassetreflectsthecashflowsthatmayresultfrom
foreclosurelesscostsforobtainingandsellingthecollateral,whetherornotforeclosureisprobable.

Forthepurposeofacollectiveevaluationofimpairment,financialassetsaregroupedonthebasis
oftheGroup’sinternalcreditgradingsystemthatconsiderscreditriskcharacteristicssuchasasset
type,industry,geographicallocation,collateraltype,past-duestatusandotherrelevantfactors.

Futurecashflowsonagroupoffinancialassetsthatarecollectivelyevaluatedforimpairment
areestimatedon thebasisofhistorical lossexperience forassetswithcredit riskcharacteristics
similartothoseinthegroup.Historicallossexperienceisadjustedonthebasisofcurrentobservable
datatoreflecttheeffectsofcurrentconditionsthatdidnotaffecttheyearsonwhichthehistorical
lossexperienceisbasedandtoremovetheeffectsofconditionsinthehistoricalperiodthatdonot
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existcurrently.Estimatesofchanges in futurecash flowsreflect,andaredirectionallyconsistent
with,changesinrelatedobservabledatafromyeartoyear(suchaschangesinunemploymentrates,
propertyprices,commodityprices,paymentstatus,orotherfactorsthatareindicativeofincurred
lossesinthegrouportheirmagnitude).Themethodologyandassumptionsusedforestimatingfuture
cashflowsarereviewedregularlytoreduceanydifferencesbetweenlossestimatesandactualloss
experience.

Held-to-maturity financial investments

Forheld-to-maturityinvestmentstheGroupassessesindividuallywhetherthereisobjectiveevi-
denceofimpairment.Ifthereisobjectiveevidencethatanimpairmentlosshasbeenincurred,the
amountofthelossismeasuredasthedifferencebetweentheassets’carryingamountandthepres-
entvalueofestimatedfuturecashflows.Thecarryingamountoftheassetisreducedandtheamount
ofthelossisrecognizedintheconsolidatedstatementofincome.

If,inasubsequentyear,theamountoftheestimatedimpairmentlossdecreasesbecauseofan
eventoccurringaftertheimpairmentwasrecognized,anyamountsformerlychargedarecreditedto
theconsolidatedstatementofincome.

Available-for-sale financial investments

Foravailable-for-salefinancialinvestments,theGroupassessesateachreportingdatewhether
thereisobjectiveevidencethataninvestmentoragroupofinvestmentsisimpaired.

Inthecaseofequityinvestmentsclassifiedasavailable-for-sale,objectiveevidencewouldinclude
asignificantorprolongeddeclineinthefairvalueoftheinvestmentbelowitscost.Wherethereisevi-
denceofimpairment,thecumulativeloss–measuredasthedifferencebetweentheacquisitioncost
andthecurrentfairvalue,lessanyimpairmentlossonthatinvestmentpreviouslyrecognizedinthe
consolidatedstatementofincome–isreclassifiedfromothercomprehensiveincomeandrecognized
intheconsolidatedstatementofincome.Impairmentlossesonequityinvestmentsarenotreversed
throughtheconsolidatedstatementofincome;increasesintheirfairvalueafterimpairmentarerec-
ognizeddirectlyinothercomprehensiveincome.

Inthecaseofdebtinstrumentsclassifiedasavailable-for-sale,impairmentisassessedbasedon
thesamecriteriaasfinancialassetscarriedatamortizedcost.Futureinterestincomeisbasedon

4. Summaryofsignificantaccountingpolicies(continued)

Impairment of financial assets (continued)
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thereducedcarryingamountandisaccruedusingtherateofinterestusedtodiscountthefuture
cashflowsforthepurposeofmeasuringtheimpairmentloss.Theinterestincomeisrecordedinthe
consolidatedincomestatement.If,inasubsequentyear,thefairvalueofadebtinstrumentincreases
and the increase can be objectively related to an event occurring after the impairment loss was
recognized in theconsolidatedstatementof income, the impairment loss is reversed through the
consolidatedstatementofincome.

Renegotiated loans

Where possible, the Group seeks to restructure loans rather than to take possession of col-
lateral. This may involve extending the payment arrangements and the agreement of new loan
conditions.

Theaccountingtreatmentofsuchrestructuringisasfollows:

¬¬ Ifthecurrencyoftheloanhasbeenchanged,theoldloanisderecognizedandthenewloan
isrecognizedinthestatementoffinancialposition;

¬¬ Iftheloanrestructuringisnotcausedbythefinancialdifficultiesoftheborrower,theGroup
usesthesameapproachasforfinancialliabilitiesdescribedbelow;

¬¬ Iftheloanrestructuringisduetothefinancialdifficultiesoftheborrowerandtheloanis
impairedafterrestructuring,theGrouprecognizesthedifferencebetweenthepresentvalueofthe
newcashflowsdiscountedusingtheoriginaleffectiveinterestrateandthecarryingamountbefore
restructuringintheprovisionchargesfortheperiod.Incasetheloaninnotimpairedafterrestruc-
turing,theGroupderecognizestheinitialassetandanewassetisrecordedwithrecognitionofthe
differenceinthecarryingvalueoftheassetsintheconsolidatedstatementofincome.

Oncethetermshavebeenrenegotiated,theloanisnolongerconsideredpastdue.Management
continuouslyreviewsrenegotiatedloanstoensurethatallcriteriaaremetandthatfuturepayments
arelikelytooccur.Theloanscontinuetobesubjecttoanindividualorcollectiveimpairmentassess-
ment,calculatedusingtheloan’soriginaleffectiveinterestrate.

Derecognition of financial assets and liabilities

Financial assets

Afinancialasset(or,whereapplicableapartofafinancialassetorpartofagroupofsimilarfi-
nancialassets)isderecognizedinthestatementoffinancialpositionwhere:
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¬¬ therightstoreceivecashflowsfromtheassethaveexpired;

¬¬ theGrouphastransferreditsrightstoreceivecashflowsfromtheasset,orhasassumedan
obligationtopaytheminfullwithoutmaterialdelaytoathirdpartyundera‘pass-through’arrange-
ment;and

¬¬ theGroupeither(a)hastransferredsubstantiallyalltherisksandrewardsoftheasset,or
(b)hasneithertransferrednorretainedsubstantiallyalltherisksandrewardsoftheasset,buthas
transferredcontroloftheasset.

WheretheGrouphastransferreditsrightstoreceivecashflowsfromanassetandhasneither
transferrednorretainedsubstantiallyalltherisksandrewardsoftheassetnortransferredcontrol
oftheasset,theassetisrecognizedtotheextentoftheGroup’scontinuinginvolvementintheasset.
Continuinginvolvementthattakestheformofaguaranteeoverthetransferredassetismeasured
attheloweroftheoriginalcarryingamountoftheassetandthemaximumamountofconsideration
thattheGroupcouldberequiredtorepay.

Wherecontinuinginvolvementtakestheformofawrittenand/orpurchasedoption(includinga
cash-settledoptionorsimilarprovision)onthetransferredasset,theextentoftheGroup’scontinu-
inginvolvementistheamountofthetransferredassetthattheGroupmayrepurchase,exceptthat
inthecaseofawrittenputoption(includingacash-settledoptionorsimilarprovision)onanasset
measuredatfairvalue,theextentoftheGroup’scontinuinginvolvementislimitedtothelowerofthe
fairvalueofthetransferredassetandtheoptionexerciseprice.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged, can-
celledorexpires.

Whereanexistingfinancialliabilityisreplacedbyanotherfromthesamelenderonsubstantially
differentterms,orthetermsofanexistingliabilityaresubstantiallymodified,suchanexchangeor
modificationistreatedasaderecognitionoftheoriginalliabilityandtherecognitionofanewliabil-
ity,andthedifferenceintherespectivecarryingamountsisrecognizedintheconsolidatedstatement
ofincome.

4. Summaryofsignificantaccountingpolicies(continued)

Derecognition of financial assets and liabilities (continued)
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Financial guarantees

Intheordinarycourseofbusiness,theGroupgivesfinancialguarantees,consistingoflettersof
credit,guaranteesandacceptances.Financialguaranteesareinitiallyrecognizedintheconsolidated
financialstatementsatfairvalue,in‘Otherliabilities’,beingthepremiumreceived.Subsequenttoini-
tialrecognition,theGroup’sliabilityundereachguaranteeismeasuredatthehigheroftheamortized
premiumandthebestestimateofexpenditurerequiredsettlinganyfinancialobligationarisingasa
resultoftheguarantee.

Anyincreaseintheliabilityrelatingtofinancialguaranteesistakentotheconsolidatedstate-
mentofincome.Thepremiumreceivedisrecognizedintheconsolidatedstatementofoperationson
astraight-linebasisoverthelifeoftheguarantee.

Taxation

Currentincometaxexpenseiscalculatedinaccordancewiththeregulationscurrentlyinforcein
therespectiveterritoriesthattheGroupoperates.IncometaxexpenseoftheGroupcomprisescur-
rentanddeferredincometax.Currentincometaxiscalculatedbyapplyingincometaxrateeffective
atthereportingdatetothetaxablebase.

Deferredtaxassetsandliabilitiesarecalculatedinrespectoftemporarydifferencesusingtheli-
abilitymethod.Deferredincometaxesareprovidedforalltemporarydifferencesarisingbetweenthe
taxbasesofassetsandliabilitiesandtheircarryingvaluesforfinancialreportingpurposes,except
wherethedeferredincometaxarisesfromtheinitialrecognitionofgoodwillorofanassetorliability
inatransactionthatisnotabusinesscombinationand,atthetimeofthetransaction,affectsneither
theaccountingprofitnortaxableprofitorloss.

Deferredtaxassetsarerecordedonlytotheextentthatitisprobablethattaxableprofitwillbe
availableagainstwhichthedeductibletemporarydifferencescanbeutilized.Deferredtaxassetsand
liabilitiesaremeasuredattaxratesthatareexpectedtoapplytotheperiodwhentheassetisrealized
ortheliabilityissettled,basedontaxlegislationthathavebeenenactedorsubstantivelyenactedat
thereportingdate.

Deferredincometaxisprovidedontemporarydifferencesarisingoninvestmentsinsubsidiaries,
associatesandjointventures,exceptwherethetimingofthereversalofthetemporarydifference
canbecontrolledanditisprobablethatthetemporarydifferencewillnotreverseintheforeseeable
future.

IncomeandexpensesofVnesheconombankarenottaxableforincometaxpurposes.
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Variousoperatingtaxes,whichareassessedontheGroup’sactivitiesareincludedintaxesother
thanincometaxintheconsolidatedstatementofincome.

Property and equipment

Propertyandequipmentarecarriedatcost,excludingthecostsofday-to-dayservicing,lessac-
cumulateddepreciationandanyaccumulatedimpairment.Suchcostincludesthecostofreplacing
partofequipmentwhenthatcostisincurrediftherecognitioncriteriaaremet.

The carrying values of property and equipment are reviewed for impairment when events or
changesincircumstancesindicatethatthecarryingvaluemaynotberecoverable.

Depreciation of an asset begins when it is available for use. Depreciation of assets under
constructionandthosenotplaced inservicecommencesfromthedatetheassetsareplaced
intoservice.Depreciationiscalculatedonastraight-linebasisoverthefollowingestimateduse-
fullives:

Years

Buildings 15–60

Equipment 2–10

Motorvehicles 2–30

Thelandhasanindefiniteusefullifeandisnotdepreciated.

Theasset'sresidualvalues,usefullivesanddepreciationmethodsarereviewed,andadjustedas
appropriate,ateachfinancialyear-end.

Leaseholdimprovementsareamortizedovertheleasetermofpropertyandequipment.Costsre-
latedtorepairsandrenewalsarechargedwhenincurredandincludedinotheroperatingexpenses,
unlesstheyqualifyforcapitalization.

Goodwill 

Goodwill acquired in a business combination is initially measured at cost being the excess
of theconsiderationtransferredover theGroup’snet identifiableassetsacquiredand liabilities

4. Summaryofsignificantaccountingpolicies(continued)
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assumed.Goodwillonanacquisitionofasubsidiaryisincludedingoodwillandotherintangible
assets.Goodwillonanacquisitionofanassociateisincludedintheinvestmentsinassociates.Fol-
lowinginitialrecognition,goodwillismeasuredatcostlessanyaccumulatedimpairmentlosses.

Goodwillisreviewedforimpairment,annuallyormorefrequentlyifeventsorchangesincircum-
stancesindicatethatthecarryingamountmaybeimpaired.

Forthepurposeofimpairmenttesting,goodwillacquiredinabusinesscombinationis,fromthe
acquisitiondate,allocatedtoeachoftheGroup’scash-generatingunits,orgroupsofcash-generat-
ingunits,thatareexpectedtobenefitfromthesynergiesofthecombination,irrespectiveofwhether
otherassetsorliabilitiesoftheacquireeareassignedtothoseunitsorgroupsofunits.Eachunitor
groupofunitstowhichthegoodwillissoallocated:

¬¬ representsthelowestlevelwithintheGroupatwhichthegoodwillismonitoredforinternal
managementpurposes;

¬¬ isnotlargerthantheoperatingsegmentasdefinedinIFRS8OperatingSegmentsbefore
aggregation.

Impairment is determined by assessing the recoverable amount of the cash-generating unit
(group of cash-generating units), to which the goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-generating units) is less than the carrying amount,
animpairmentlossisrecognized.Impairmentlossesrelatingtogoodwillcannotbereversedinfuture
periods.

Intangible assets other than goodwill

Intangibleassetsotherthangoodwillincludecomputersoftwareandlicenses.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangibleassetsacquiredinabusinesscombinationisfairvalueasatthedateofacquisition.Follow-
inginitialrecognition,intangibleassetsarecarriedatcostlessanyaccumulatedamortizationand
anyaccumulatedimpairmentlosses.Theusefullivesofintangibleassetsareassessedtobeeither
finiteorindefinite.Theusefullivesofintangibleassetsareassessedtobeeitherfiniteorindefinite.
Intangibleassetswithfinitelivesareamortizedonastraight-linebasisovertheusefuleconomiclives
of1to10yearsandassessedforimpairmentwheneverthereisanindicationthattheintangibleas-
setmaybeimpaired.Amortizationperiodsandmethodsforintangibleassetswithindefiniteuseful
livesarereviewedatleastateachfinancialyear-end.
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Assets classified as held for sale

The Group classifies a non-current asset (or a disposal group) as held for sale if its carrying
amountwillberecoveredprincipallythroughasaletransactionratherthanthroughcontinuinguse.
Forthistobethecasethenon-currentasset(ordisposalgroup)mustbeavailableforimmediatesale
initspresentconditionsubjectonlytothetermsthatareusualandcustomaryforsaleofsuchassets
(ordisposalgroups)anditssalemustbehighlyprobable.

ThesalequalifiesashighlyprobableiftheGroup’smanagementiscommittedtoaplantosellthe
non-currentasset(ordisposalgroup)andanactiveprogramtolocateabuyerandcompletetheplan
musthavebeeninitiated.Further,thenon-currentasset(ordisposalgroup)musthavebeenactively
marketedforasaleatpricethatisreasonableinrelationtoitscurrentfairvalueandinadditionthe
saleshouldbeexpectedtoqualifyforrecognitionasacompletedsalewithinoneyearfromthedate
ofclassificationofthenon-currentasset(ordisposalgroup)asheldforsale.

TheGroupmeasuresanasset(ordisposalgroup)classifiedasheldforsaleatthelowerofitscar-
ryingamountandfairvaluelesscoststosell.TheGrouprecognizesanimpairmentlossforanyinitial
orsubsequentwrite-downoftheasset(ordisposalgroup)tofairvaluelesscoststosellifeventsor
changesincircumstanceindicatethattheircarryingamountmaybeimpaired.

Provisions

ProvisionsarerecognizedwhentheGrouphasapresentlegalorconstructiveobligationasa
resultofpastevents,anditisprobablethatanoutflowofresourcesembodyingeconomicbenefits
willberequiredtosettletheobligationandareliableestimateoftheamountofobligationcanbe
made.

Retirement and other benefit obligations

CurrentpensioncontributionsoftheGrouparecalculatedasapercentageofcurrentgrosssal-
arypaymentstoemployees;suchexpenseischargedtothestatementofincomeintheperiodthe
relatedsalariesareearnedandincludedintopayrollandotherstaffcosts.

Inaddition, theVnesheconombankoperates twoseparatelyadministereddefinedcontribution
pensionschemes,wheretheBank’sobligationforeachperiodisdeterminedbytheamountstobe
contributedforthatperiod.ContributionsmadebytheBankarerecognizedasexpenseinthere-
spectiveperiod.

4. Summaryofsignificantaccountingpolicies(continued)
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TheGrouphasnootherpost-retirementbenefitsorsignificantotheremployeebenefitsrequiring
accrual.

Charter capital

Charter capital

AssetcontributionsoftheRussianFederationmadeforformationoftheBank'schartercapital
arerecordedintheequity.Vnesheconombank'schartercapitalisnotdividedintoshares(interest).

Dividend income

Vnesheconombankneitheraccruesnorpaysdividends.

Dividendsofsubsidiariesarerecognizedasaliabilityanddeductedfromequityatthereporting
dateonlyiftheyaredeclaredbeforeoronthereportingdate.Dividendsaredisclosedwhentheyare
proposedbeforethereportingdateorproposedordeclaredafterthereportingdatebutbeforethe
financialstatementsareauthorizedforissue.

Fiduciary assets

Assetsheldinafiduciarycapacityarenotreportedintheconsolidatedfinancialstatements,as
theyarenottheassetsoftheGroup.

Segment reporting

TheGroup'ssegmentreportingisbasedonfiveoperatingsegmentsdisclosedinNote7.

Contingencies

Contingentliabilitiesarenotrecognizedintheconsolidatedstatementoffinancialpositionbut
aredisclosedunlessthepossibilityofanyoutflowinsettlement isprobable.Acontingentasset is
notrecognizedintheconsolidatedstatementoffinancialpositionbutdisclosedwhenaninflowof
economicbenefitsisprobable.

Income and expense recognition

Incomeandexpensearerecognizedtotheextentthatitisprobablethattheeconomicbenefits
willflowtotheGroupandtheycanbereliablymeasured.Thefollowingspecificrecognitioncriteria
mustalsobemetbeforeincomeandexpensearerecognized:
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Interest and similar income and expense

Forallfinancialinstrumentsmeasuredatamortizedcostandinterestbearingsecuritiesclassi-
fiedastradingoravailable-for-sale,interestincomeorexpenseisrecordedattheeffectiveinterest
rate,whichistheratethatexactlydiscountsestimatedfuturecashpaymentsorreceiptsthroughthe
expectedlifeofthefinancialinstrumentorashorterperiod,whereappropriate,tothenetcarrying
amountofthefinancialassetorfinancialliability.Thecalculationtakesintoaccountallcontractual
termsofthefinancialinstrument(forexample,prepaymentoptions)andincludesanyfeesorincre-
mentalcoststhataredirectlyattributabletotheinstrumentandareanintegralpartoftheeffective
interestrate,butnot futurecredit losses.Thecarryingamountof thefinancialassetor financial
liabilityisadjustediftheGrouprevisesitsestimatesofpaymentsorreceipts.Theadjustedcarrying
amountiscalculatedbasedontheoriginaleffectiveinterestrateandthechangeincarryingamount
isrecordedasinterestincomeorexpense.

Oncetherecordedvalueofafinancialassetoragroupofsimilarfinancialassetshasbeenre-
ducedduetoanimpairmentloss,interestincomecontinuestoberecognizedusingtheoriginalef-
fectiveinterestrateappliedtothenewcarryingamount.

Interest expense on loans and deposits from the Russian Ministry of Finance is included
intointerestexpenseonamountsduetocustomersrecordedintheconsolidatedstatementof
income.

Fees and commission income

TheGroupearnsfeeandcommissionincomefromadiverserangeofservicesitprovidestoits
customers.Feeincomecanbedividedintothefollowingtwocategories:

¬¬ Feeincomeearnedfromservicesthatareprovidedoveracertainperiodoftime

Feesearnedfortheprovisionofservicesoveraperiodoftimeareaccruedoverthatperiod.These
feesincludecommissionincomeandassetmanagement,custodyandothermanagementandadvi-
soryfees.Loancommitmentfeesforloansthatarelikelytobedrawndownandothercreditrelated
feesaredeferred(togetherwithanyincrementalcosts)andrecognizedasanadjustmenttotheef-
fectiveinterestrateontheloan.

¬¬ Feeincomefromprovidingtransactionservices

4. Summaryofsignificantaccountingpolicies(continued)
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Feesarising fromnegotiatingorparticipating in thenegotiationofa transaction fora third
party–suchasthearrangementoftheacquisitionofsharesorothersecuritiesorthepurchase
orsaleofbusinesses–arerecognizedoncompletionoftheunderlyingtransaction.Feesorcom-
ponentsoffeesthatarelinkedtoacertainperformancearerecognizedafterfulfillingthecorre-
spondingcriteria.

Dividend income

RevenueisrecognizedwhentheGroup’srighttoreceivethepaymentisestablished.

Foreign currency translation

TheconsolidatedfinancialstatementsarepresentedinRussianRubles,whichistheBank'sfunc-
tionalcurrencyandGroup’spresentationcurrency.EachorganizationintheGroupdeterminesits
own functionalcurrencyand items included in the financial statementsofeachorganizationare
measuredusingthatfunctionalcurrency.Transactionsinforeigncurrenciesareinitiallyrecordedin
thefunctionalcurrency,convertedattherateofexchangerulingatthedateofthetransaction.Mon-
etaryassetsandliabilitiesdenominatedinforeigncurrenciesareretranslatedatthefunctionalcur-
rencyrateofexchangerulingatthereportingdate.Gainsandlossesresultingfromthetranslation
offoreigncurrencytransactionsarerecognizedintheconsolidatedstatementofincomeasgains
lesslossesfromforeigncurrencies–translationdifferences.Non-monetaryitemsthataremeasured
intermsofhistoricalcostinaforeigncurrencyaretranslatedusingtheexchangeratesasatthe
datesoftheinitialtransactions.Non-monetaryitemsmeasuredatfairvalueinaforeigncurrencyare
translatedusingtheexchangeratesatthedatewhenthefairvaluewasdetermined.

Differencesbetweenthecontractualexchangerateofatransactioninaforeigncurrencyand
theBankofRussiaexchangerateonthedateofthetransactionareincludedingainslesslosses
fromdealinginforeigncurrencies.TheofficialexchangeratesoftheBankofRussiaat31December
2011and2010wereRUB32.1961andRUB30.4769to1USD,respectively.

Asatthereportingdate,theassetsandliabilitiesoftheGroup'sorganizationswhosefunctional
currencyisdifferentfromthepresentationcurrencyoftheGroupandisnotacurrencyofahyperin-
flationaryeconomyaretranslatedintoRussianRublesattherateofexchangerulingatthebalance
sheetdateand,theirstatementsofincomearetranslatedattheweightedaverageexchangerates
fortheyear.

DuetosignificantlydeterioratingmacroeconomicenvironmentintheRepublicofBelarus,acon-
siderable devaluation of the Belarusian ruble and accelerated inflation of 2011, the Republic of
BelaruswasrecognizedahyperinflationaryeconomyinNovember2011startingfrom1January



140
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

2011.FinancialstatementsofasubsidiaryintheRepublicofBelarusweretranslatedusinggeneral
priceindexoftheRepublicofBelarusbeforeinclusionintotheGroup'sconsolidatedfinancialstate-
mentsinaccordancewithIAS29“FinancialReportinginHyperinflationaryEconomies”.Theresults
andfinancialpositionofthesubsidiarybankaresubjecttotranslationintothepresentationcurrency
oftheGroupattherateofexchangerulingatthereportingdate.

Exchangedifferencesarisingfromrecognitionoffinancialresultsandpositionofeveryconsoli-
datedorganizationarerecognizedinothercomprehensiveincomeandarepresentedasaseparate
componentofequity.

Ondisposalofasubsidiaryoranassociatewhosefunctionalcurrencyisdifferentfromthepre-
sentationcurrencyoftheGroup,thedeferredcumulativeamountrecognizedinothercomprehen-
siveincomerelatingtothatparticularorganizationisrecognizedintheconsolidatedstatementof
income.Anygoodwillarisingontheacquisitionofaforeignoperationandanyfairvalueadjustments
tothecarryingamountsofassetsandliabilitiesarisingontheacquisitionaretreatedasassetsand
liabilitiesoftheforeignoperationsandtranslatedatclosingrate.

Future changes in accounting policies

Standards and interpretations issued but not yet effective

IFRS 9 Financial Instruments (first phase)
InNovember2009and2010theIASBissuedthefirstphaseofIFRS9FinancialInstruments.

ThisStandardwilleventuallyreplaceIAS39FinancialInstruments:RecognitionandMeasurement.
IFRS9becomeseffectiveforannualperiodsbeginningonorafter1January2015.Thefirstphase
ofIFRS9introducesnewrequirementsforclassificationandmeasurementoffinancialinstruments.
Inparticular,forsubsequentmeasurementallfinancialassetsaretobeclassifiedatamortizedcost
orat fairvalue throughprofitor losswith the irrevocableoption forequity instrumentsnotheld
fortradingtobemeasuredatfairvaluethroughothercomprehensiveincome.Thereisanewre-
quirementforfinancialliabilitiesrecognizedthroughprofitorlossusingafairvalueoptionthatthe
amountofchangeinthefairvalueofthefinancialliabilitythatisattributabletochangesinthecredit
riskofthatliabilityshallbepresentedinothercomprehensiveincome.TheGroupnowevaluatesthe
impactoftheadoptionofthenewstandardandconsiderstheinitialapplicationdate.

4. Summaryofsignificantaccountingpolicies(continued)
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IFRS 10 Consolidated Financial Statements
IFRS10ConsolidatedFinancialStatementsestablishesasinglecontrolmodelthatappliestoall

entitiesincludingspecialpurposeentities.ThechangesintroducedbyIFRS10willrequiremanage-
menttoexercisesignificantjudgmenttodeterminewhichentitiesarecontrolled,andtherefore,are
requiredtobeconsolidatedbyaparent,comparedwiththerequirementsthatwereinIAS27.Inad-
ditionIFRS10introducesspecificapplicationguidanceforagencyrelationships.Thestandardalso
containsaccountingrequirementsandconsolidationprocedures,whicharecarriedoverunchanged
from IAS 27. IFRS 10 replaces the consolidation requirements in SIC-12 Consolidation – Special
PurposeEntitiesandIAS27ConsolidatedandSeparateFinancialStatementsandiseffectivefor
annualperiodsbeginningonorafter1January2013.Earlyapplicationispermitted.TheGroupnow
evaluatespossibleeffectofIFRS10onitsfinancialpositionandfinancialresults.

IFRS 11 Joint Arrangements
IFRS11removestheoptiontoaccountforjointlycontrolledentitiesusingproportionatecon-

solidation.Instead,jointlycontrolledentitiesthatmeetthedefinitionofajointventuremustbeac-
countedforusingtheequitymethod. IFRS11supersedes IAS31Interests inJointVenturesand
SIC-13JointlyControlledEntities–Non-monetaryContributionsbyVenturersandbecomeseffective
forannualreportingperiodsstartingonorafter1January2013.Earlyapplicationispermitted.The
GroupnowevaluatespossibleeffectofIFRS11onitsfinancialpositionandfinancialresults.

IFRS 12 Disclosure of Interests in Other Entities
IFRS12containsalldisclosurerequirementsthatwerepreviouslyincludedinIAS27relatedto

consolidated financial statements, as well as all disclosure requirements that were previously in-
cludedinIAS31andIAS28.Thesedisclosuresrelatetoanentity’s interestsinsubsidiaries, joint
arrangements,associatesandstructuredentities.Anumberofnewdisclosuresarealsorequiredfor
suchentities.Thisstandardbecomeseffectiveforannualreportingperiodsbeginningonorafter
1January2013.Earlyapplicationispermitted.Adoptionofthestandardwillrequirenewdisclosures
tobemadeinthefinancialstatementsoftheGroupbutwillhavenoimpactonitsfinancialposition
orperformance.

IFRS 13 Fair Value Measurement 
IFRS13establishesasinglesourceofguidanceunderIFRSforallfairvaluemeasurements.IFRS

13doesnotchangewhenanentityisrequiredtousefairvalue,butratherprovidesguidanceonhow
tomeasurefairvalueunderIFRSwhenfairvalueisrequiredorpermitted.Thisstandardbecomes
effective forannual reportingperiodsbeginningonorafter1January2013.Earlyapplication is
permitted.TheadoptionoftheIFRS13mayhaveeffectonthemeasurementoftheGroup’sassets
andliabilitiesaccountedforatfairvalue.TheGroupnowevaluatespossibleeffectofIFRS13onits
financialpositionandfinancialresults.
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IAS 27 Separate Financial Statements (as revised in 2011)
AsaconsequenceofthenewIFRS10andIFRS12,whatremainsofIAS27islimitedtoaccount-

ingforsubsidiaries,jointlycontrolledentities,andassociatesinseparatefinancialstatements.The
amendmentbecomeseffectiveforannualperiodsbeginningonorafter1January2013.

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011)
AsaconsequenceofthenewIFRS11andIFRS12,IAS28hasbeenrenamedIAS28Investments

inAssociatesandJointVenturesanddescribestheapplicationoftheequitymethodtoinvestments
in joint ventures inaddition toassociates.Theamendmentbecomeseffective forannualperiods
beginningon1January2013.

Amendments to IFRS 7 Financial Instruments: Disclosures
TheAmendmentswereissuedinOctober2010bytheIASBandareeffectiveforannualreporting

periodsbeginningonorafter1July2011.Theamendmentintroducesadditionaldisclosurerequire-
mentsfortransferredfinancialassetsthatarenotderecognizedtoenabletheuseroftheGroup’sfi-
nancialstatementstounderstandtherelationshipwiththoseassetsthathavenotbeenderecognized
and theirassociated liabilities. Inaddition, theamendment requiresdisclosuresaboutcontinuing
involvementinderecognizedassetstoenabletheuserstoevaluatethenatureof,andrisksassoci-
atedwith,theentity’scontinuinginvolvementinthosederecognizedassets.Theamendmentaffects
disclosureonlyandhasnoimpactontheGroup’sfinancialpositionorperformance.

Amendments to IAS 12 Income Taxes – Deferred Taxes: Recovery of Underlying Assets
InDecember2010theIASBissuedamendmentstoIAS12effectiveforannualperiodsbegin-

ning on or after 1 January 2012. The amendment clarifies the determination of deferred tax on
investmentpropertymeasuredatfairvalue.Theamendmentintroducesarebuttablepresumption
thatdeferredtaxoninvestmentpropertymeasuredusingthefairvaluemodelinIAS40shouldbe
determinedonthebasisthatitscarryingamountwillberecoveredthroughsale.Furthermore,itin-
troducestherequirementthatdeferredtaxonnon-depreciableassetsthataremeasuredusingthe
revaluationmodelinIAS16shouldalwaysbemeasuredonasalebasis.TheGroupisnowevaluating
thepossibleimpactoftheseamendments.

Amendment to IAS 19 Employee Benefits
TheamendmenttoIAS19becomeseffectiveforannualperiodsbeginningonorafter1Janu-

ary2013.Theamendment introducessignificantchanges to themethodofaccounting forem-
ployeebenefits,includingtheremovaloftheoptionfordeferredrecognitionofchangesinpension

4. Summaryofsignificantaccountingpolicies(continued)

Future changes in accounting policies (continued) 
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planassetsandliabilities(knownasthe"corridorapproach").Inaddition,theamendmentlimits
changesinnetpensionassets(liabilities)recognizedinprofitandlosstonetinterestincome(ex-
pense)andcostofservices.TheamendmentwillhavenoimpactontheGroup'sfinancialposition
orperformance.

Amendment to IAS 1 Presentation of Financial Statements — Presentation of Other Comprehensive 
Income
Theamendmentto IAS1becomeseffectiveforannualperiodsbeginningonorafter1July

2012.Theamendmentchangesthegroupingofitemspresentedinothercomprehensiveincome.
Itemsthatcouldbereclassifiedtoprofitorlossatafuturepointintime(forexample,uponderecog-
nitionorsettlement)wouldbepresentedseparatelyfromitemsthatwillneverbereclassified.The
amendmentaffectspresentationonlyandwillhavenoimpactontheGroup'sfinancialpositionor
performance.

Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards – Severe 
Hyperinflation and Removal of Fixed Dates for First-time Adopters
The amendment becomes effective for annual periods beginning on or after 1 July 2011.

Theamendmentintroducesanewdeemedcostexemptionforentitiesthathavebeensubjectto
severehyperinflation.Theamendmentwillhaveno impacton theGroup's financialpositionor
performance.

Amendments to IAS 32 Financial Instruments: Presentation (guidance on offsetting financial assets 
and liabilities), and amendments to IFRS 7 Financial Instruments: Disclosures (disclosures on 
offsetting financial assets and liabilities).
InDecember2011,theIASBissuedamendmentstoitscurrentguidanceinIAS32onoffsetting

financialassetsandliabilitiesandhasintroducednewdisclosurerequirementsinIFRS7.Theamend-
mentstoIFRS7aretoberetrospectivelyappliedforannualperiodsbeginningonorafter1January
2013andtheamendmentstoIAS32aretoberetrospectivelyappliedforannualperiodsbeginning
onorafter1January2014.Earlierapplicationispermitted.TheamendmentstoIAS32nowclarify
thatrightstoset-offmustnotonlybelegallyenforceableinthenormalcourseofbusiness,butmust
alsobeenforceableintheeventofdefault,bankruptcyorinsolvencyofallthecounterpartiestothe
contract.TheamendmentstoIAS32alsoclarifythatrightsofset-offmustnotbecontingentona
futureevent.TheamendmentstoIAS32alsoclarifytheoffsettingcriteriathatthereportingentity
isrequiredtointendeithertosettleonanetbasis,ortorealizetheassetandsettletheliabilitysi-
multaneously.TheamendmentstoIFRS7requirethereportingentitytodiscloseinformationabout
rightsofset-offandrelatedarrangementsforallrecognizedfinancialinstrumentsthataresetoffin
accordancewithIAS32.TheGroupnowevaluatestheimpactoftheadoptionofnewamendments
andconsiderstheinitialapplicationdate.
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5. Significantaccountingjudgmentsandestimates

Thepreparationoffinancialstatementsrequiresmanagementtomakejudgmentsandestimates
relatedtothereportedamounts.Thesejudgmentsandestimatesarebasedoninformationavailable
asofthedateofthefinancialstatements.Theactualresultsmaydifferfromtheseestimatesanditis
possiblethatthesedifferencesmayhaveamaterialeffectonthefinancialstatements.

Themostsignificantuseofjudgmentsandestimatesareasfollows:

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the consolidated
statementoffinancialpositioncannotbederivedfromactivemarkets,theyaredeterminedusing
avarietyofvaluationtechniquesthat includetheuseofmathematicalmodels.Theinputtothese
modelsistakenfromobservablemarketswherepossible,butwherethisisnotfeasible,adegreeof
judgmentisrequiredinestablishingfairvalues.

Allowance for impairment of loans and receivables

TheGroupregularlyreviewsitsloansandreceivablestoassessimpairment.TheGroupusesits
experiencedjudgmenttoestimatetheamountofanyimpairmentlossincaseswhereaborroweris
infinancialdifficultiesandtherearefewavailablesourcesofhistoricaldatarelatingtosimilarbor-
rowers.Similarly,theGroupestimateschangesinfuturecashflowsbasedontheobservabledata
indicatingthattherehasbeenanadversechangeinthepaymentstatusofborrowersinagroup,or
nationalorlocaleconomicconditionsthatcorrelatewithdefaultsonassetsinthegroup.Manage-
mentusesestimatesbasedonhistoricallossexperienceforassetswithcreditriskcharacteristics
andobjectiveevidenceof impairmentsimilar to those in thegroupof loansandreceivables.The
Groupusesitsexperiencedjudgmenttoadjustobservabledataforagroupofloansorreceivablesto
reflectcurrentcircumstances.

Impairment of goodwill 

TheGroupdetermineswhethergoodwillisimpairedatleastonanannualbasis.Thisrequiresan
estimationofthevalueinuseofthecash-generatingunitstowhichthegoodwillisallocated.Estimat-
ingthevalueinuserequirestheGrouptomakeanestimateoftheexpectedfuturecashflowsfrom
thecash-generatingunitandalsotochooseasuitablediscountrateinordertocalculatethepresent
valueofthosecashflows.At31December2011,thecarryingvalueofgoodwillamountedtoRUB
1,843million(at31December2010:RUB1,381million).MoredetailsareprovidedinNote21.
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6. Businesscombinations

Acquisitions in 2011

OJSC NATIONAL TRADE BANK

On18February2011,theGroup’ssubsidiarybankCJSC"GLOBEXBANK"acquired83.7%of
shares inOJSCNATIONALTRADEBANK(OJSCNTB).OJSCNTBwasformedon7September
1994asanopenjointstockcompanyunderthelawsoftheRussianFederation.OJSCNTBextends
creditandacceptsdepositsfromindividualsandlegalentities,dealsinsecurities,transferspay-
mentsintheRussianFederationandabroad,exchangescurrenciesandprovidesotherbanking
servicestoitscorporateandretailcustomers.TheheadofficeofOJSCNTBisinTogliatti.InSep-
tember2011,theGeneralShareholders'MeetingofCJSC"GLOBEXBANK"decidedtoreorganize
CJSC"GLOBEXBANK"throughmergerwithOJSCNTB(withthetransferofalltitlesandliabilities
ofOJSCNTBtoCJSC"GLOBEXBANK").

TheGroupintendstouseOJSCNTB'swelldevelopedregionalnetworktodevelopbankingopera-
tionsinthePovolzhskyregion,includingtheSMEsector.TheGroupalsoplanstouseretailbanking
framework,includingtherangeofproducts,scoringandriskmanagementtechnologiesandITsys-
tems,todevelopandofferanewlineofretailproducts,thusexpandingitsownretailbankingbusi-
ness.Newretailproductswillincludedeposits,mortgageloansand,possibly,carloans.

Immediatelybeforetheacquisitiondate,theGroupowned16.3%ofsharesinOJSCNTB,which
wererecordedasinvestmentsecuritiesavailableforsale.AsaresultofacquiringcontroloverOJSC
NTB,theGrouprecognizedanincomeofRUB215millionfromrevaluationofthepreviouslyexist-
inginterestatthefairvalueasgainslesslossesfrominvestmentsecuritiesavailableforsaleinthe
consolidatedincomestatement.

Thefairvaluesoftheidentifiableassetsandliabilitiesacquiredandgoodwillarisingasatthedate
ofacquisitionwereasfollows:

Fairvaluerecognized
onacquisition

Cashandcashequivalents 961

Financialassetsatfairvaluethroughprofitorloss 1,939

Amountsduefromcreditinstitutions 311

Loanstocustomers 23,129

Investmentsecuritiesavailableforsale 51

Deferredincometaxassets 227
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Fairvaluerecognized
onacquisition

Propertyandequipment 390

Otherassets 4,701

31,709

Amountsduetocreditinstitutions 4,307

Amountsduetocustomers 21,508

Debtsecuritiesissued 1,385

Otherliabilities 272

27,472

Total identifiable net assets 4,237

Lessfairvalueofthepreviouslyexistinginterest (521)

Goodwillarisingonacquisition 462

Consideration transferred on acquisition of control in 2011 4,178

TheabovegoodwillofRUB462millionincludestheexpectedimprovementofperformanceasa
resultofbusinesscombination.Itisexpectedthatthegoodwillrecognizedwillbenon-deductiblefor
taxationpurposes.

ThefairvalueofloanstocustomersisRUB23,129million.Thecontractedamountofloansto
customers before allowance for impairment as at the date of acquisition of OJSC NTB was RUB
24,334million.Thebestestimateofcontractedcashflowsnotexpectedtobereceivedasatthedate
ofacquisitionwasRUB1,469million.

Since the date of acquisition, contribution of OJSC NTB to the Group's interest income, non-
interestincomeamountedtoRUB2,597million,RUB318million,respectively,totheGroup'snet
income–lossintheamountofRUB179million.Ifthecombinationhadoccurredatthebeginningof
theyear,theGroup'snetincomefortheperiod,interestincomeandnon-interestincome,including
feeandcommissionincome,wouldhavebeenRUB7,622million,RUB160,084millionandRUB
21,036million,respectively.

Attheacquisitiondate,aloanissuedtoOJSCNTBanddiscountedpromissorynotesofOJSCNTB
wererecognizedinthefinancialstatementsofCJSC"GLOBEXBANK".At18February2011,OJSC
NTBrecognizedthespecifiedinstrumentsintheamountofRUB731millioninduetocreditinstitu-
tionsaswellasdebtsecuritiesissuedintheamountofRUB308million,respectively.Thefairvalue

6. Businesscombinations(continued)

Acquisitions in 2011 (continued)
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oftheseliabilitiesofOJSCNTBapproximatestheircarryingamount.Thesetransactionsarerepre-
sentedbytherelationsbetweentheGroupentities,whichwereestablishedbeforeandeliminatedin
theprocessofaccountingforthebusinesscombination.Theloanraisedandpromissorynotesissued
wereeliminatedfromtheidentifiable liabilitiesofOJSCNTB.Thecompensationtransferredupon
acquisitionwasincreasedbythefairvalueoftheseliabilities.

Cash flows at acquisition were as follows:

Cashacquiredwiththesubsidiary(includedincashflowsfrominvestingactivities) 961

Cashpaidatacquisition(includedincashflowsfrominvestingactivities) (3,139)

Net cash outflow (2,178)

Changes in ownership interest in subsidiaries in 2011

Acquisition of interests

Duringthefirstsixmonthsof2011,PSCProminvestbankpurchased260,169sharesfromnon-
controllingshareholders.ThereallocationofinterestsbetweenVnesheconombankandtheremain-
ingnon-controllingshareholdersresultedinaRUB13milliondecreaseinthevalueofnon-control-
linginterestsandasimultaneousRUB3millionincreaseintheGroup’sretainedearnings.

InMarch2011, theBankpurchased2,000,000additionally issuedordinary registeredshares
ofOJSC"VEB-leasing"foratotalconsiderationofRUB5,000million.Asaresultofincreaseofthe
ownershipshareinthesubsidiary’sequity,retainedearningsoftheGroupchangedinsignificantly.

InSeptember2011(inaccordancewiththeadditionalissuepurchaseagreement),theBankpur-
chased2,000,000oftheremainingadditionallyissuedordinaryregisteredsharesofOJSC“VEB-leas-
ing”totheamountofRUB5,000million.At31December2011,theGroup'sshareinthesubsidiary’s
equityamountedto98.96%.

In July 2011, the Bank paid for an additional issue of 1,500,000,000 shares of OJSC
"Belvnesheconombank"atnominalvalue(equivalenttoRUB844millionatthedateofpayment).

InSeptember2011,thestateregistrationofanadditionalissueofsharesofOJSC"Belvnesheconom-
bank"wascompleted.Asaresult,theBank'sshareincreasedto97.49%.Theamountofadditionally
issuedsharesacquiredbytheBanktotaledRUB848million.Thecontributionofminorityshare-
holdersamountedtoRUB19million.Asaresultoftheadditionalissue,thecarryingvalueofthenet
assetsofOJSC"Belvnesheconombank"increasedbyRUB867million.Thereallocationofinterests
between the Bank and the remaining non-controlling shareholders resulted in a RUB 20 million

(inmillionsofRussianrubles)
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increaseinthevalueofnon-controllinginterests,aRUB3milliondecreaseintheforeigncurrency
translationreserveandasimultaneousRUB3millionincreaseintheGroup’sretainedearnings.

InAugust2011,theBankpurchased4.01%(21,247,294)ofvotingsharesofPSCProminvest-
bankfromnon-controllingshareholdersandincreaseditsinterestto97.85%.Thecarryingvalueof
thenetassetsattributabletotheshareholdersofPSCProminvestbankamountedtoRUB14,132
million.ThecompensationforthepurchasedinterestamountedtoRUB4,251million.Asaresult
ofthisacquisition,thecostofnon-controllinginterestsdecreasedbyRUB569million,theGroup's
retainedearningsdecreasedbyRUB3,680million,theamountoftheforeigncurrencytranslation
reservedecreasedbyRUB13million,andtheamountofunrealizedrevaluationofinvestmentsecuri-
tiesavailableforsaleincreasedbyRUB11million.

InNovember2011,thechartercapitalofLLC"VEBEngineering"wasreducedfromRUB196mil-
liontoRUB148million.TheGroup'sshareinthesubsidiary’sequityincreasedto67.6%.

In December 2011, the Bank purchased 2,090,724 ordinary shares of CJSC "GLOBEXBANK"
previously recordedby thesubsidiarybankas treasuryshares.As the resultof thepurchase, the
Group'sshareintheequityofCJSC"GLOBEXBANK"increasedto99.99%.Thecostoftheacquired
stakeamountedtoRUB209million.

Disposal of interests

In1Q2011,2,370,077treasurysharesofOJSC"Belvnesheconombank"weresold.Therealloca-
tionofinterestsresultedinanincreaseoftheGroup’sretainedearningsbyRUB2million.

In4Q2011,9,276treasurysharesofCJSC"GLOBEXBANK"weresold.Asaresultofdisposal,the
costofnon-controllinginterestsincreasedbyRUB1million.

Changes in ownership interest in subsidiaries in 2010

Acquisition of an additional interest in OJSC "VEB-Leasing"

In February and March 2010, the Group additionally purchased 830,229 ordinary registered
sharesofOJSC"VEB-Leasing"tototalRUB1,240million.Theseshareswerepurchasedfromthe
subsidiaryandpreviouslywererecordedastreasuryshares.TheincreaseintheGroup'sinterestin

6. Businesscombinations(continued)

Changes in ownership interest in subsidiaries in 2011 (continued)

(inmillionsofRussianrubles)
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OJSC"VEB-Leasing"from78.07%to97.97%resultedindecreaseinanon-controllinginterestby
RUB531million,theamountsofRUB529millionandRUB2millionwererecognizedintheretained
earningswiththeGroup'sequityandintheforeigncurrencytranslationreserve,respectively.

Acquisition of additional interest in CJSC "GLOBEXBANK"

InJune2010,theGroupacquired0.01%votingsharesofCJSC"GLOBEXBANK"fromnon-con-
trollingshareholders,havingincreaseditsinterestupto98.95%.Thecarryingvalueofthenetassets
attributabletotheshareholdersofCJSC"GLOBEXBANK"amountedtoRUB19,734million.Cash
considerationfortheinterestacquiredamountedtoRUB3million,whichisslightlydifferentfromits
carryingvalue.Thevalueofnon-controllingintereststhereforedecreasedbyRUB3million.

InJuly2010,theGroupadditionallypurchased0.21%votingsharesofCJSC"GLOBEXBANK"
oftheadditionalissueincreasingitsinterestupto99.16%.ThecostofacquisitionwasRUB5,000
million.AsaresultofadditionalissuethecarryingvalueofthenetassetsofCJSC"GLOBEXBANK"
increasedbyRUB5,000million.Sincetheabovegrowthexceedsthevalueofnon-controllinginter-
eststransferredtotheGroupasaresultofacquisitionoftheadditionalissue,thenon-controlling
interestincreasedbyRUB1million.Therefore,theretainedearningsrecognizedwithintheGroup's
equitydecreasedbyRUB1million.

Purchase of treasury shares of PSC Prominvestbank from non-controlling shareholders

InQ42010,PSCProminvestbankpurchased1,092,147sharesfromnon-controllingshareholders
fortotalconsiderationofRUB44million.ThereallocationofinterestsbetweenVnesheconombank
andtheremainingnon-controllingshareholdersresultedindecreaseinthevalueofnon-controlling
interestsandretainedearningsoftheGroupbyRUB28millionandRUB17millionconcurrently
withincreaseintheforeigncurrencytranslationreservebyRUB1million,respectively.

Purchase of treasury shares of CJSC "GLOBEXBANK" from non-controlling shareholders

In December 2010, CJSC "GLOBEXBANK" purchased 2,100,000 shares from non-controlling
shareholders for total consideration of RUB 210 million. The reallocation of interests between
Vnesheconombankandtheremainingnon-controllingshareholdersresultedindecreaseinthevalue
ofnon-controllinginterestsandretainedearningsoftheGroupbyRUB209millionandRUB1mil-
lion,respectively.
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7. Segmentinformation

ForthemanagementpurposestheGrouphasfiveoperatingbusinesssegments:

Segment1 Vnesheconombank,OJSC"SMEBank",CJSCROSEXIMBANK.

Segment2 OJSC"Sviaz-Bank",CJSC"GLOBEXBANK".

Segment3 PSCProminvestbank(Ukraine).

Segment4 OJSC"Belvnesheconombank"(RepublicofBelarus).

Segment5 OJSC"VEB-Leasing",LLC"VEBCapital",LLC"VEBEngineering",OJSC"FederalCen-
terforProjectFinance",MutualHedgeFundMRIF,MutualEquityFundMRIF-II,OJSC"NorthCauca-
susDevelopmentCorporation",LLC"ManagementCompanyRDIF",OJSC"EXIAR",MutualFundRDIF,
OJSC"TheFarEastandtheBaikalregionDevelopmentFund"andothersubsidiaries.

Segment1comprisesVnesheconombankandmajorbankswithintheGroup.Segment2com-
prisesbanksthatwerepurchasedin2008and2009torecovertheirfinancialstability,inlinewith
anti-crisismeasuresdevelopedbytheRussianGovernment.Segments3and4areresponsiblefor

2011 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

INCOME

External clients
Interestincome 100,940 26,580 15,106 4,407 12,754 159,787 – 159,787

Feeandcommissionincome 4,596 1,976 1,121 705 243 8,641 – 8,641

Gainslesslossesarisingfromfinancialinstrumentsatfairvaluethroughprofitorloss (1,626) (949) – – 67 (2,508) – (2,508)

Gainslesslossesfrominvestmentsecuritiesavailableforsale 10,064 275 (213) 3 1 10,130 – 10,130

Gainslesslossesfromforeigncurrencies (2,391) 515 1,183 (3,323) (996) (5,012) – (5,012)

Shareinincomeofassociates (43) – – 24 304 285 – 285

Otherincome/(expenses) 8,751 877 85 512 1,208 11,433 – 11,433

Total external income 120,291 29,274 17,282 2,328 13,581 182,756 – 182,756

Intersegment income

Interestincome 7,653 1,121 – 6 501 9,281 (9,281) –

Otherintersegmentincomelessexpenses (478) 1,926 163 (96) 118 1,633 (1,633) –

Total intersegment income 7,175 3,047 163 (90) 619 10,914 (10,914) –

Total income 127,466 32,321 17,445 2,238 14,200 193,670 (10,914) 182,756

Interestexpense (69,419) (12,655) (6,422) (1,105) (5,852) (95,453) – (95,453)

Feeandcommissionexpense (992) (555) (316) (151) (15) (2,029) – (2,029)

(inmillionsofRussianrubles)
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2011 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

INCOME

External clients
Interestincome 100,940 26,580 15,106 4,407 12,754 159,787 – 159,787

Feeandcommissionincome 4,596 1,976 1,121 705 243 8,641 – 8,641

Gainslesslossesarisingfromfinancialinstrumentsatfairvaluethroughprofitorloss (1,626) (949) – – 67 (2,508) – (2,508)

Gainslesslossesfrominvestmentsecuritiesavailableforsale 10,064 275 (213) 3 1 10,130 – 10,130

Gainslesslossesfromforeigncurrencies (2,391) 515 1,183 (3,323) (996) (5,012) – (5,012)

Shareinincomeofassociates (43) – – 24 304 285 – 285

Otherincome/(expenses) 8,751 877 85 512 1,208 11,433 – 11,433

Total external income 120,291 29,274 17,282 2,328 13,581 182,756 – 182,756

Intersegment income

Interestincome 7,653 1,121 – 6 501 9,281 (9,281) –

Otherintersegmentincomelessexpenses (478) 1,926 163 (96) 118 1,633 (1,633) –

Total intersegment income 7,175 3,047 163 (90) 619 10,914 (10,914) –

Total income 127,466 32,321 17,445 2,238 14,200 193,670 (10,914) 182,756

Interestexpense (69,419) (12,655) (6,422) (1,105) (5,852) (95,453) – (95,453)

Feeandcommissionexpense (992) (555) (316) (151) (15) (2,029) – (2,029)

the Group's banking operations in Ukraine and the Republic of Belarus, respectively. Segment 5
comprisesothersubsidiariesandfundsinwhichtheGroupholdsacontrollingownershipinterest.

TheGroup'smanagementmonitors theoperatingresultsofeachsegmentseparately tomake
decisions on allocation of resources and to access operating performance. Segments results are
definedinadifferentwayfromthatusedforthepurposesoftheconsolidatedfinancialstatements,
asshowninthetablebelow.Incometaxesaremanagedonagroupbasisandarenotallocatedto
operatingsegments.

Transferpricesbetweensegmentsaresetonacommercialbasisinamannersimilartotransac-
tionswiththirdparties.

In 2011 and 2010, the Group received no income from transactions with one external client
orcounterparty,whichamountedto10%ormorepercentoftheGroup'stotalincome,exceptfor
incomefromtransactionswithentitiesundercontrolof theRussianFederation.Such incomewas
mainlyreceivedfromtransactionswithinSegments1and2.

Informationon income,profit, assetsand liabilitiesby theGroup'soperatingsegments ispre-
sentedbelow:



152
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

7.Segmentinformation(continued)

2011 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

Allowanceforloanimpairment (27,831) (2,422) (6,931) (1,328) (278) (38,790) – (38,790)

Personnelexpenses (5,681) (5,456) (3,005) (1,100) (1,648) (16,890) – (16,890)

Depreciation (253) (487) (368) (96) (130) (1,334) – (1,334)

Otherimpairmentprovision(charges)/reversal (96) (39) (208) 4 (27) (366) – (366)

Otherexpenses (7,849) (5,359) (2,429) (646) (3,478) (19,761) – (19,761)

Total external expense (112,121) (26,973) (19,679) (4,422) (11,428) (174,623) – (174,623)

Intersegment expenses

Interestexpense (1,192) (3,493) (1,985) (1,003) (1,467) (9,140) 9,140 –

Otherintersegment(expenses)/income (908) 16 (21) (46) (24) (983) 983 –

Total intersegment expenses (2,100) (3,477) (2,006) (1,049) (1,491) (10,123) 10,123 –

Total expenses (114,221) (30,450) (21,685) (5,471) (12,919) (184,746) 10,123 (174,623)

Segment results 13,245 1,871 (4,240) (3,233) 1,281 8,924 (791) 8,133

Hyperinflationeffect – – – 381 – 381 – 381

Incometaxexpense/(benefit) (1,034)

Profit for the year 7,480

Othersegmentinformation

Capitalexpenditure 723 3,435 523 954 7,200 12,835 – 12,835

Investmentsinassociates 1,851 – 0 68 3,975 5,894 – 5,894

(inmillionsofRussianrubles)

In2011,theGrouprecognizedaRUB8,610millionlossfromimpairmentofavailable-for-sale
securitiesofSegment1andaRUB300millionlossfromsecuritiesofSegment3bytransferringthe
negativerevaluationpreviouslyrecordedincomprehensiveincometogainslesslossesfrominvest-
mentsecuritiesavailableforsale.

2010 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

INCOME

External clients

Interestincome 102,780 18,928 19,509 2,521 4,025 147,763 – 147,763

Feeandcommissionincome 3,869 1,652 1,253 709 32 7,515 – 7,515

Gainslesslossesarisingfromfinancialinstrumentsatfairvaluethroughprofitorloss 10,011 256 – – (89) 10,178 – 10,178

Gainslesslossesfrominvestmentsecuritiesavailableforsale 11,988 1,479 (343) 1 4 13,129 – 13,129

Gainslesslossesfromforeigncurrencies 403 298 928 655 185 2,469 – 2,469

Shareinincomeofassociates 208 – – 16 (20) 204 204

Otherincome/(expenses) 801 466 (675) 575 447 1,614 – 1,614
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2011 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

Allowanceforloanimpairment (27,831) (2,422) (6,931) (1,328) (278) (38,790) – (38,790)

Personnelexpenses (5,681) (5,456) (3,005) (1,100) (1,648) (16,890) – (16,890)

Depreciation (253) (487) (368) (96) (130) (1,334) – (1,334)

Otherimpairmentprovision(charges)/reversal (96) (39) (208) 4 (27) (366) – (366)

Otherexpenses (7,849) (5,359) (2,429) (646) (3,478) (19,761) – (19,761)

Total external expense (112,121) (26,973) (19,679) (4,422) (11,428) (174,623) – (174,623)

Intersegment expenses

Interestexpense (1,192) (3,493) (1,985) (1,003) (1,467) (9,140) 9,140 –

Otherintersegment(expenses)/income (908) 16 (21) (46) (24) (983) 983 –

Total intersegment expenses (2,100) (3,477) (2,006) (1,049) (1,491) (10,123) 10,123 –

Total expenses (114,221) (30,450) (21,685) (5,471) (12,919) (184,746) 10,123 (174,623)

Segment results 13,245 1,871 (4,240) (3,233) 1,281 8,924 (791) 8,133

Hyperinflationeffect – – – 381 – 381 – 381

Incometaxexpense/(benefit) (1,034)

Profit for the year 7,480

Othersegmentinformation

Capitalexpenditure 723 3,435 523 954 7,200 12,835 – 12,835

Investmentsinassociates 1,851 – 0 68 3,975 5,894 – 5,894

2010 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

INCOME

External clients

Interestincome 102,780 18,928 19,509 2,521 4,025 147,763 – 147,763

Feeandcommissionincome 3,869 1,652 1,253 709 32 7,515 – 7,515

Gainslesslossesarisingfromfinancialinstrumentsatfairvaluethroughprofitorloss 10,011 256 – – (89) 10,178 – 10,178

Gainslesslossesfrominvestmentsecuritiesavailableforsale 11,988 1,479 (343) 1 4 13,129 – 13,129

Gainslesslossesfromforeigncurrencies 403 298 928 655 185 2,469 – 2,469

Shareinincomeofassociates 208 – – 16 (20) 204 204

Otherincome/(expenses) 801 466 (675) 575 447 1,614 – 1,614
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2010 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

Total external income 130,060 23,079 20,672 4,477 4,584 182,872 – 182,872

Intersegment income

Interestincome 5,055 239 – (2) 17 5,309 (5,309) –

Otherintersegmentincomelessexpenses 524 761 (139) 126 105 1,377 (1,377) –

Total intersegment income 5,579 1,000 (139) 124 122 6,686 (6,686) –

Total income 135,639 24,079 20,533 4,601 4,706 189,558 (6,686) 182,872

Interestexpense (63,895) (7,513) (7,594) (728) (1,360) (81,090) – (81,090)

Feeandcommissionexpense (783) (422) (155) (109) (16) (1,485) – (1,485)

Allowanceforloanimpairment (30,460) (4,064) (10,898) (249) (64) (45,735) – (45,735)

Personnelexpenses (3,956) (4,095) (2,536) (1,076) (702) (12,365) – (12,365)

Depreciation (399) (436) (460) (102) (59) (1,456) – (1,456)

Otherimpairmentprovision(charges)/reversal (96) (138) 100 (29) (58) (221) – (221)

Otherexpenses (4,975) (4,259) (2,317) (712) (1,488) (13,751) – (13,751)

Total external expense (104,564) (20,927) (23,860) (3,005) (3,747) (156,103) – (156,103)

Intersegment expenses

Interestexpense (456) (2,335) (1,654) (192) (637) (5,274) 5,274 –

Otherintersegment(expenses)/income (1,437) (82) – (3) 3 (1,519) 1,519 –

Total intersegment expenses (1,893) (2,417) (1,654) (195) (634) (6,793) 6,793 –

Total expenses (106,457) (23,344) (25,514) (3,200) (4,381) (162,896) 6,793 (156,103)

Segment results 29,182 735 (4,981) 1,401 325 26,662 107 26,769

Incometaxexpense/(benefit) 1,306

Profit after taxation for the year from continuing operations 28,075

Profit/(loss)fromdiscontinuedoperations 172

Profit for the year 28,247

Othersegmentinformation

Capitalexpenditure 246 561 974 598 3,423 5,802 – 5,802

Investmentsinassociates 155 – 1 40 5,442 5,638 – 5,638

7. Segmentinformation(continued)

(inmillionsofRussianrubles)



155
NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS

2010 Segment1 Segment2 Segment3 Segment4 Segment5
Totalbefore

intersegment
(income)/losses

Adjustments Total

Total external income 130,060 23,079 20,672 4,477 4,584 182,872 – 182,872

Intersegment income

Interestincome 5,055 239 – (2) 17 5,309 (5,309) –

Otherintersegmentincomelessexpenses 524 761 (139) 126 105 1,377 (1,377) –

Total intersegment income 5,579 1,000 (139) 124 122 6,686 (6,686) –

Total income 135,639 24,079 20,533 4,601 4,706 189,558 (6,686) 182,872

Interestexpense (63,895) (7,513) (7,594) (728) (1,360) (81,090) – (81,090)

Feeandcommissionexpense (783) (422) (155) (109) (16) (1,485) – (1,485)

Allowanceforloanimpairment (30,460) (4,064) (10,898) (249) (64) (45,735) – (45,735)

Personnelexpenses (3,956) (4,095) (2,536) (1,076) (702) (12,365) – (12,365)

Depreciation (399) (436) (460) (102) (59) (1,456) – (1,456)

Otherimpairmentprovision(charges)/reversal (96) (138) 100 (29) (58) (221) – (221)

Otherexpenses (4,975) (4,259) (2,317) (712) (1,488) (13,751) – (13,751)

Total external expense (104,564) (20,927) (23,860) (3,005) (3,747) (156,103) – (156,103)

Intersegment expenses

Interestexpense (456) (2,335) (1,654) (192) (637) (5,274) 5,274 –

Otherintersegment(expenses)/income (1,437) (82) – (3) 3 (1,519) 1,519 –

Total intersegment expenses (1,893) (2,417) (1,654) (195) (634) (6,793) 6,793 –

Total expenses (106,457) (23,344) (25,514) (3,200) (4,381) (162,896) 6,793 (156,103)

Segment results 29,182 735 (4,981) 1,401 325 26,662 107 26,769

Incometaxexpense/(benefit) 1,306

Profit after taxation for the year from continuing operations 28,075

Profit/(loss)fromdiscontinuedoperations 172

Profit for the year 28,247

Othersegmentinformation

Capitalexpenditure 246 561 974 598 3,423 5,802 – 5,802

Investmentsinassociates 155 – 1 40 5,442 5,638 – 5,638
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In2010,theGrouprecognizedaRUB21,971millionlossfromimpairmentofavailable-for-sale
securitiesofSegment1andaRUB305millionlossfromimpairmentofsecuritiesofSegment2by
transferring the negative revaluation previously recorded in comprehensive income to gains less
lossesfrominvestmentsecuritiesavailableforsale.

ReconciliationofthetotalsegmentassetstototalassetsoftheGroupaccordingtoIFRSispre-
sentedbelow:

31December
2011

31December
2010

Segment assets

Segment1 1,931,864 1,631,391

Segment2 413,190 274,192

Segment3 146,528 126,863

Segment4 42,158 36,994

Segment5 299,501 87,082

Total before deducting intersegment assets 2,833,241 2,156,522

Intersegmentassets (301,599) (113,638)

Adjustments 305 588

Total assets 2,531,947 2,043,472

Theadjustmentsof intersegment incomeandexpenses,andGroup'sassets,arerelatedtothe
accountingdifferencesduetothefollowingreasons:

¬¬ asaresultoftransactionsmadewithforeignsubsidiariesoftheGroupincurrenciesother
thanthereportingcurrencyoftheGroup;

¬¬ duetorepurchaseofdebtsecuritiesissuedbytheGroupentities,acquisitionsorotherdeals
withthefinancialinstrumentsbetweentheGroupentities;

¬¬ duetoreversalofallowancesforimpairmentofintersegmentassets,createdbytheGroup
entities.

Geographical information

Allocation of the Group's interest income from transactions with external clients in Russia,
Ukraineandothercountries,andnon-currentassetsbasedonthelocationoftheseclientsasat31
December2011and2010andfortheyearsthenendedispresentedinthetablebelow:

7. Segmentinformation(continued)

(inmillionsofRussianrubles)
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2011 2010

Russia Ukraine Other
countries Total Russia Ukraine Other

countries Total

Interestincomefromexternalclients 140,274 15,106 4,407 159,787 125,733 19,509 2,521 147,763

Non-currentassets 25,027 10,628 2,761 38,416 13,678 10,700 1,791 26,169

Non-currentassetsincludepropertyandequipmentandintangibleassets.

8. OperationswiththeRussianGovernment,itsauthorizedinstitutions
andtheBankofRussia

AmountsduetotheRussianGovernment,itsauthorizedintuitions'andtheBankofRussiacon-
sistedofthefollowing:

2011 2010

Interest-bearingloansanddepositsfromtheRussianMinistryofFinance 647,319 594,028

Interest-bearingdepositsfromtheBankofRussia 225,664 211,647

SettlementsrelatedtoredemptionofRussianGovernmentloans 10,092 7,438

Specialpurposefunds 1,259 996

Currentaccountsinpreciousmetals 167 201

Externaldebtpaymentfunds 73 575

CurrentaccountsoftheRussianGovernment 16 16

Otherfunds 2 –

Due to the Russian Government, its institutions and the Bank of Russia 884,592 814,901

At31December2011and2010,interest-bearingdepositsfromtheRussianMinistryofFinance
mainlyincludefundsoftheNationalWelfareFundoftheRussianFederation("NWF")denominated
inRublesanddepositedwithVnesheconombankpursuanttoFederalLawNo.173-FZintheamount
ofRUB375,243million(31December2010:RUB372,270million).Thesedepositswereraisedat
annualratesof6.25%and7.25%(31December2010:6.25%and7.25%)andhavematuritydates
fromDecember2014throughDecember2020.

Inaddition,at31December2011and31December2010,interest-bearingdepositsfromthe
RussianMinistryofFinanceincludedRUB-denominatedfundsintendedtofinancecreditinstitutions
andlegalentitiessupportingsmallandmediumenterprises.OJSC"SMEBank",asubsidiarybank,is
responsibleforimplementingthegovernmentfinancialsupport.At31December2011,theamount
offinancingwasRUB27,956million(at31December2010:RUB27,642million).Thefundsare
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denominatedinRussianrubles,bearinterestat6.25%p.a.(31December2010:6.25%)andmature
inDecember2017.

PursuanttoamendmentstoFederalLawNo.173-FZandRegulationoftheRussianGovernment
No.18dated19January2008,theinterestrateontheabovedepositswassignificantlyloweredin
August2010.Asat31December2010,accordingtoIFRSrequirements,theGroupderecognized
initialliabilitiesandrecognizednewliabilities.Asthenewtermsoffinancingwereconsideredtobe
non-market,gainsoninitialrecognitionoffinancialinstrumentsintheamountofRUB42,192mil-
lionwererecognizedintheconsolidatedstatementofincomefortheyearended31December2010.

At31December2011,interest-bearingdepositsfromtheRussianMinistryofFinanceinclude
alsoRUBdenominateddeposits intheamountofRUB33,833million(31December2010:RUB
2,585million)placedinVnesheconombankpursuanttoFederalLawNo.173-FZattheinterestrate
6.25%p.a.maturinginMay2020forfurtherlendingtotheOJSC"AHML"(Note14).Thesedeposits
wereraisedattheratebelowthemarketlevel.Gainsoninitialrecognitionoffinancialinstruments
intheamountofRUB6,134millionwererecognizedintheconsolidatedstatementofincomefor
thereportingperiodended31December2011(fortheyearended31December2010:RUB416
million).

Inaddition to theabove,at31December2011and31December2010, the interest-bearing
depositsfromtheRussianMinistryofFinanceincludefunds intendedtofinanceinvestmentproj-
ects.ThefundsaredenominatedinUSdollarsandmaturefromDecember2012toApril2013.At
31December2011,theamountoffinancingwasRUB205,576million(31December2010:RUB
190,916millionmaturingfromJuly2011throughDecember2012).

At31December2011, theRussianMinistryofFinanceplacedtemporarilyavailable fundson
RUBdenominatedshort-termdepositswiththeGroup’ssubsidiarybanks,amountingtoRUB4,120
millionandmaturingfromJanuarytoMarch2012.

At31December2011and31December2010,theinterest-bearingdepositsfromtheBankof
RussiaincludespecialRUB-denominateddepositsforthepurposesofimplementingtheprogramof
financialsupporttoOJSC"Sviaz-Bank"(31December2011and31December2010:RUB123,925
millionandRUB124,462million,respectively)andCJSC"GLOBEXBANK"(31December2011and
31December2010:RUB85,561millionandRUB86,682million,respectively)toensureactivities
ondevelopmentofbusinessof theaboveentities.Depositsraisedfortheoutlinedpurposeswere
extendedby1yearin2011atinterestratesbelowthemarketlevel.AccordingtoIFRSrequirements,

8. OperationswiththeRussianGovernment,itsauthorizedinstitutions
andtheBankofRussia(continued)
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theGroupderecognizedinitialliabilitiesandrecognizednewliabilities.Gainsoninitialrecognitionof
financialinstrumentsintheamountofRUB5,767millionwererecognizedintheconsolidatedstate-
mentofincomeforthereportingperiodended31December2011(fortheyearended31December
2010:RUB3,080million).

At31December2011,interest-bearingdepositsoftheBankofRussiaincludeshort-termRUB
denominated deposits in the amount of RUB 16,178 million maturing from March to November
2012,raisedbytheGroups'subsidiaries.

SettlementsrelatedtoredemptionofRussianGovernmentloansrepresentfundsreceivedfrom
borrowersasrepaymentofloansgrantedbytheRussianGovernment.Thesefundsandtheprocess-
ingofpaymentsaremanagedandconductedbytheBankinaccordancewithAgencyAgreements.
At31December2011and31December2010,theseamountsareregardedasduetotheRussian
Government.

At31December2011and31December2010,specialpurposefundsincludedproceedsfrom
export sales and other funds subject to settlement between the Russian Ministry of Finance and
Vnesheconombank.

CurrentaccountsinpreciousmetalsincludefundsoftheRussianGovernmenttransferredtothe
statementoffinancialpositionofVnesheconombankintheprocessofreorganization.

London Club 

Asa legalsuccessoroftheVnesheconombankoftheUSSR,theBank isapartytocertainre-
schedulingagreementswithvariousforeigncreditinstitutions(the"LondonClub").TheLondonClub
debtrepresentsliabilitiesoftheformerUSSRduetoforeignbanksandfinancialinstitutions.These
liabilitieswerereconciledandrestructuredunderaseriesofagreementsandotherlegaldocumenta-
tionbetweentheBankandforeigncreditorssignedon6October1997.Theseagreementsrequired
theoriginaldebtsandtheaccruedinterestthereon,denominatedinvariouscurrencies,tobecon-
vertedintoRestructuredLoans("PRINs")denominatedinbasecurrencies(SwissFrancs,Japanese
Yens,DeutscheMarks,EuropeanCurrencyUnitsandUSDollars)andInterestArrearsNotes("IANs")
denominatedinUSdollars.

TheLondonClubdebtwasissuedasalegalobligationoftheVnesheconombankoftheUSSR.
BasedonRussianGovernmentresolutionNo.1167"OntheSettlementoftheIndebtednessofthe
FormerUSSRtoForeignCommercialBanksandFinancialInstitutions(theLondonClub)"dated15
September1997andtheDeclarationofSupportdated28November1997,theRussianGovern-
mentexpresseditswillingness,withoutrightoflegalrecoursefromcreditorsorspecificcommitment,

(inmillionsofRussianrubles)
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toprovide financial resources toenable theVnesheconombankof theUSSRtohonor itsLondon
Clubobligationsastheybecamedue.TheDeclarationofSupportremainsinforceaslongasany
debtundertheLondonClubrestructuringagreementsremainsoutstanding.

On11February2000,anagreementwasreachedbetweenrepresentativesoftheLondonClub
creditorsandtheRussianGovernment,underwhichtheoutstandingLondonClubdebtofapproxi-
matelyUSD31.7billion(at31March2000)wasexchangedforanewissueofEurobondsissuedby
thetheRussianGovernmentandmaturingin2010and2030.Astheexchangeprocesssubstitutes
obligationsoftheBankwithobligationsoftheRussianGovernment,receivablesfromtheRussian
Government under London Club and amounts due to London Club have been excluded from the
Bank’s consolidated statement of financial position to the extent that the bondholders have pre-
sentedtheirPRINsandIANsforexchange.

Asat31December2011,theGroup'sconsolidatedstatementoffinancialpositionincludesliabili-
tiesonlytothosePRINandIANholders,whohavenotexchangedtheseinstrumentsfortheRussian
FederationEurobondsmaturingin2010and2030undertheagreementbetweentheRussianGovern-
mentandrepresentativesoftheLondonClubofcreditorsreachedon11February2000.At31Decem-
ber2010,liabilitiestoPRINandIANholderswereincludedinthestatementoffinancialposition.

PursuanttoResolutionoftheRussianGovernmentNo.1047-rdated30July2009concerning
finalsettlementof theexternaldebtobligationsof theRussianGovernmentandformerUSSRto
LondonClubofCreditors,inDecember2009,claimsintheamountofRUB31millionweresettled.
At31December2011,theobligationssettledandclaimsnotpresentedforsettlementbycreditors,
exceptforthosementionedabove,wereremovedfromtheconsolidatedstatementoffinancialposi-
tionbasedontheletteroftheRussianMinistryofFinance.

TheLondonClubdebtcomprises:

2011 2010

IAN 1,058 1,020

PRIN – 16

InterestaccruedonthePRINsandIANs,includingoverdueinterestandpenalties 89 87

Due to London Club 1,147 1,123

8. OperationswiththeRussianGovernment,itsauthorizedinstitutions
andtheBankofRussia(continued)

London Club (continued)
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9. Agencyoperations

Agency operations of Vnesheconombank

At31December2011and2010,otherassetsandliabilitiesmaintainedbytheBankunderthe
applicableAgencyAgreementsrepresentpredominantlyclaimsagainstforeigngovernmentaland
corporatedebtors,formerUSSRcompanies,Russianstatecompanies,andnon-clubdebttoforeign
creditors.

Vnesheconombankisnotalegalobligororcreditorundertheabovecategoriesofexternaldebt
orgovernmentexternalassetsand,therefore,thecorrespondingamountswerenotincludedinthe
Group’sconsolidatedstatementoffinancialposition.

10.Cashandcashequivalents

Cashandcashequivalentscomprise:

2011 2010

Cashonhand 13,293 12,450

CurrentaccountswiththeBankofRussia 19,427 19,127

Correspondentnostroaccountswithcreditinstitutionsandcurrentstockbrokeraccounts:

RussianFederation 15,621 11,981

othercountries 36,923 45,361

Interest-bearingloansanddepositsmaturingwithin90days:

duefromtheBankofRussia 120 195

duefromcreditinstitutions 90,015 83,748

Non-interestdepositswithOECDcreditinstitutionsupto90days 94 –

Reverserepurchaseagreementswithcreditinstitutionsforupto90days 2,535 23,810

Cash and cash equivalents 178,028 196,672

At31December2011,reverserepurchaseagreementsincludedloansofRUB2,385million(31
December2010:RUB23,350million)issuedtocreditinstitutionsandsecuredbycorporatebonds
withthefairvalueofRUB2,786million(31December2010:RUB25,490million),aswellasloans
intheamountofRUB150million(31December2010:RUB460million)issuedtocreditinstitutions
andsecuredbycorporateshareswiththefairvalueofRUB217million(31December2010:RUB
648million).

(inmillionsofRussianrubles)



162
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

11.Financialassetsatfairvaluethroughprofitorloss

Financialassetsatfairvaluethroughprofitorlosscomprise:

2011 2010

Tradingfinancialassets 41,814 37,277

Derivativefinancialassets(Note13) 29,468 11,285

Financialassetsdesignatedasatfairvaluethroughprofitorloss 23,080 27,582

Financialassetsatfairvaluethroughprofitorloss 94,362 76,144

TradingfinancialassetsheldbytheGroupcomprise:

2011 2010

Debt securities:

Corporatebonds 17,006 10,839

FederalLoanBonds(OFZ) 3,650 513

Municipalandsub-federalbonds,bondsoftheBankofRussia 725 2,501

21,381 13,853

EurobondsissuedbytheRussianFederation 7,115 10,481

EurobondsofRussianandforeignissuers 1,115 1,875

8,230 12,356

Equitysecurities:

Shares 11,541 11,068

Other financial assets 662 –

Trading financial assets 41,814 37,277

Financial assets designated as at fair value through profit or loss

At 31 December 2011 and 31 December 2010, financial assets designated as at fair value
throughprofitorlossincludedprimarilysharesofRussianandforeigncompanies,aswellasunitsin
theclosed-endmutualrealestatefundheldbyasubsidiarybank.

TheBankenteredintoanoptionagreementwhichiseconomicallyrelatedtoitspurchaseofa
Russiancompany'ssharesinthesecondquarter2010;changesinthefairvalueofthatagreement
arerecordedintheconsolidatedincomestatementasgainslesslossesarisingfromfinancialinstru-
mentsatfairvaluethroughprofitorloss.Toavoid'accountingmismatch',thesesecuritieswereclas-
sifiedasdesignatedatfairvaluethroughprofitorloss,thusexcludinginconsistencyinrecognition
oftherespectivegainsandlosses. At31December2011,thefairvalueofthesesharesandloss
fromitschangeduringtheperiod(asrecorded intheconsolidated incomestatement)amountto
RUB18,314million(31December2010:RUB24,825million)andRUB6,511million,respectively.

(inmillionsofRussianrubles)
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Othersecuritiesincludedinthiscategorymeetthecriteriatobeclassifiedasatfairvaluethrough
profitorlosssincetheGroupmanagementmeasurestheperformanceoftheseinvestmentsinterms
ofchangesintheirfairvaluebasedonquotedpricesinanopenmarket,valuationmodels,usingboth
observableandnon-observablemarketdata.

12.Amountsduefromcreditinstitutions

2011 2010

Obligatoryreservewiththecentralbanks 4,774 1,499

Non-interest-bearingdeposits 9,823 9,602

Subordinatedloans 349,940 347,090

Interbankloansandterminterest-bearingdepositswithcreditinstitutions 92,479 59,169

Mortgagebonds 1,079 –

458,095 417,360

Lessallowanceforimpairment (397) (1,719)

Amounts due from credit institutions 457,698 415,641

Obligatoryreservewiththecentralbanksincludescashnon-interest-bearingdeposits(obligatory
reserve)maintainedbytheGroup'ssubsidiarybankswiththeBankofRussia,theNationalBankof
theRepublicofBelarusandtheNationalBankofUkraine.Theamountofthisreservedependson
theleveloffundsattractedbythecreditinstitutions.Thebanks'abilitytowithdrawsuchdepositsis
significantlyrestrictedbythestatutorylegislation.Pursuanttolaw,Vnesheconombankcreatesno
obligatoryreservetobemaintainedwiththeBankofRussia.

At 31 December 2011, non-interest-bearing deposits include non-interest-bearing deposits in
clearingcurrencies intheamountofRUB9,498million(31December2010:RUB8,113million),
gross.Theuseofthesedepositsissubjecttocertainrestrictionsasstipulatedbyagreementsbetween
governmentsoftherespectivecountries.Thefundscanbeusedforpurchaseofgoodsandservices
byRussianimporterswhopurchaseclearingcurrenciesoftendersorganizedbytheGroupunderthe
supervisionoftheRussianMinistryofFinance.

At 31 December 2011 and 31 December 2010, subordinated loans issued to Russian credit
institutionscomprisedloansintheamountofRUB349,940millionandRUB346,880million,re-
spectively,issuedto16RussiancreditinstitutionsinaccordancewithFederalLawNo.173-FZcar-
ryinginterestfrom6.5%to7.5%p.a.(31December2010:from6.5%and7.5%)andmaturingfrom
December2014toDecember2020.

(inmillionsofRussianrubles)
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PursuanttoamendmentstoFederalLawNo.173-FZintroducedinJuly2010,theinterestrate
ontheabovedepositswasloweredinAugust2010.Accordingtotheadoptedaccountingpolicies,
theGroupderecognizedinitialreceivablesandrecognizednewsubordinatedloans.Thenewterms
ofplacementwereconsideredtobenon-market.TheBankdiscountedtheseloansusingarelevant
marketrateofplacement,andthelossoninitialrecognitionoffinancialinstrumentsintheamount
ofRUB42,073millionwasrecognizedintheconsolidatedstatementofincomefortheyearended
31December2010.

At31December2011, interbank loansandterm interest-bearingdepositswithcredit institu-
tions includefunds intendedtofinance(viathesubsidiarybankOJSC"SMEBank")credit institu-
tionssupportingsmallandmediumenterprises.At31December2011,loansissuedamountedto
RUB58,651million (31December2010:RUB50,051million). For the reportingyearended31
December2011,lossoninitialrecognitionofthepartofthesefinancialinstrumentsintheamount
ofRUB733millionwasrecognizedintheconsolidatedstatementofincome(fortheyearended31
December2010:RUB4,341million).

At31December2011,mortgagebondsrepresentdebtsecuritiesofaRussianbankintheamount
ofRUB1,079millionattheratebelowthemarketlevelandmaturingin2043,whichwerepurchased
in September 2011 by Vnesheconombank under 2010-2013 Investment Program to support af-
fordablehousingconstructionandmortgageprojects.Forthereportingperiodended31December
2011,lossoninitialrecognitionoffinancialinstrumentsintheamountofRUB559millionwasrec-
ognizedinthestatementofincome.

Themovementsintheallowanceforimpairmentofamountsduefromcreditinstitutionswereas
follows:

2011 2010

1 January 1,719 1,533

Charge/(reversal) (57) 186

Write-offs (1,265) –

31 December 397 1,719

12.Amountsduefromcreditinstitutions(continued)

(inmillionsofRussianrubles)
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13.Derivativefinancialinstruments

The Group enters into derivative financial instruments for trading purposes. The table below
showsthefairvaluesofderivativefinancialinstruments,recordedasassetsorliabilities,together
withtheirnotionalamounts.Thenotionalamount,recordedgross,istheamountofaderivative'sun-
derlyingasset,referencerateorindexandisthebasisuponwhichchangesinthevalueofderivatives
aremeasured.Thenotionalamountsindicatethevolumeoftransactionsoutstandingattheyearend
andarenotindicativeofthecreditrisk.

2011 2010

Notional
principal

Fairvalue Notional
principal

Fairvalue

Asset Liability Asset Liability

Foreign exchange contracts 

Forwardsandswaps–foreign 141,999 12,363 4,185 170,568 2,952 786

Forwardsandswaps–domestic 37,939 1,465 530 44,956 308 529
Securities forward contracts

Units 408 449 – 368 719 –

BondsofRussianandforeignissuers 8,134 62 21 – – –
Interest rate swaps

Foreigncontracts 20,221 13 1,953 21,378 8 1,691

Domesticcontracts – – – 4,746 66 72

Option contracts 44,315 14,829 – 41,070 7,232 2,090

Cross-currency interest rate swap 27,953 287 256 6,889  248

Total derivative assets/ liabilities 29,468 6,945 – 11,285 5,416

Inthetableaboveforeignexchangecontractsareunderstoodascontractsconcludedwithnon-
residentsof theRussianFederation,whiledomesticcontractsarecontractsconcludedwithresi-
dentsoftheRussianFederation.

Derivative financial assets are included in financial assets at fair value through profit or loss
(Note11).

At31December2011,theGrouphaspositionsinthefollowingtypesofderivatives:

Forwards

Forwardsarecontractualagreementstobuyorsellaspecifiedfinancialinstrumentataspecific
priceanddate in thefuture.Forwardsarecustomizedcontracts transacted in theover-the-counter
market.

(inmillionsofRussianrubles)
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Swaps

Swapsarecontractualagreementsbetweentwopartiestoexchangemovementsininterestand
foreigncurrencyratesandequityindices,and(inthecaseofcreditdefaultswaps)tomakepayments
withrespecttodefinedcrediteventsbasedonspecifiednotionalamounts.

Options

Optionsarecontractualagreements thatconvey theright,butnot theobligation, for thepur-
chasereithertobuyorsellaspecificamountofafinancialinstrumentatafixedprice,eitherata
fixedfuturedateoratanytimewithinaspecifiedperiod.

At31December2011and2010,theGroup'soptionsincludedassetrelatedtoaputoptionwitha
fairvalueofRUB8,731millionandRUB7,232million,respectively,forsharesofaRussiancompany
recognizedwithintheGroup'sinvestmentsecuritiesavailableforsale.

At31December2011,theGroup'soptionsincludedassetrelatedtoaputoptionissuedwitha
fairvalueofRUB6,081millionforsharesofaRussiancompanyrecognizedintheGroup'ssecurities
designatedasatfairvaluethroughprofitorlosstoavoidaccountinginconsistencies.At31Decem-
ber2010,theGroup'soptionsincludedliabilityrelatedtoacalloptionissuedwithafairvalueofRUB
2,090millionforsharesofaRussiancompanyrecognizedintheGroup'ssecuritiesdesignatedasat
fairvaluethroughprofitorlosstoavoidaccountinginconsistencies.

Derivativefinancialinstrumentsheldorissuedfortradingpurposes

MostoftheGroup’sderivativetradingactivitiesrelatetodealswithcreditinstitutions.TheGroup
maytakepositionsinderivativefinancialinstrumentswiththeexpectationofprofitingfromfavor-
ablemovementsinprices,ratesorindices.Positionsinderivativefinancialinstrumentsmaybeclosed
bytakinganoffsettingposition.Thisitemalsoincludesderivativesthatdonotqualifyforhedgingin
accordancewithIAS39.

13.Derivativefinancialinstruments(continued)
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14.Loanstocustomers

Loanstocustomerscomprise:

2011 2010

Commercialloans,includingloanstoindividuals 634,076 437,846

Projectfinance 464,659 372,547

Netinvestmentsinleases 123,635 47,552

Financingofoperationswithsecurities 41,810 20,918

Back-to-backfinance 34,328 2,604

Promissorynotes 21,325 19,606

Reverserepurchaseagreements 19,339 3,899

Pre-exportfinance 12,892 18,595

Claimsunderlettersofcredit 11,003 4,933

Mortgagebonds 753 –

Other 28,412 3,637

Gross loans to customers 1,392,232 932,137

Lessallowanceforimpairment (163,309) (144,211)

Loans to customers 1,228,923 787,926

At 31 December 2011 and 31 December 2010 back-to-back finance represented an unse-
cured loan issued toOJSCAHML,using fundsdepositedby theRussianMinistryofFinancewith
Vnesheconombank, inaccordancewithFederalLawNo.173-FZ(Note8).This loanwasplacedat
theratebelowthemarketlevel.Forthereportingyearended31December2011,thelossoninitial
recognitionoffinancialinstrumentsintheamountofRUB5,380millionwasrecognizedinthecon-
solidatedstatementofincome(fortheyearended31December2010:RUB399million).

At31December2011,mortgagebondsincludedbondsrepresentdebtsecuritiesofOJSC"AHML"
intheamountofRUB753millionwithaninterestratebelowthemarketvalueandmaturingin2044,
purchasedbyVnesheconombankundertheVnesheconombank's2010-2013InvestmentProgramto
supportaffordablehousingconstructionandmortgageprojectsinDecember2011.Forthereport-
ingyearended31December2011,lossoninitialrecognitionoffinancialinstrumentsintheamount
ofRUB378millionwasrecognizedinthestatementofincome.

(inmillionsofRussianrubles)
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Allowance for impairment of loans to customers

Areconciliationoftheallowanceforimpairmentofloanstocustomersbyclassisasfollows:

14.Loanstocustomers(continued)

Project
finance

2011

Commercial
loans
2011

Pre-export
finance

2011

Netinvestment
inleases

2011

Financingof
operations

withsecurities
2011

Promissory
notes
2011

Reverse
repurchase
agreements

2011

Back-to-back
finance

2011

Claimsunder
lettersof

credit
2011

Mortgage
bonds2011

Other
2011

Total
2011

1 January 2011 69,970 65,691 1,767 164 2,583 744 220 96 2,695 – 281 144,211

Charge/(reversal) 15,544 19,218 414 222 893 (7) (25) 1,311 145 31 1,101 38,847

Write-offs (2,454) (8,749) – (2) (611) – (189) – (7) – – (12,012)

Interestaccruedonimpairedloans (7,232) (1,386) (21) – – – – – – – – (8,639)

Reversalofallowancepreviouslywrittenoff – 1,215 – – – – – – – – – 1,215

Hyperinflationeffect (70) (221) – (4) – – – – (18) – – (313)

31 December 2011 75,758 75,768 2,160 380 2,865 737 6 1,407 2,815 31 1,382 163,309

Individualimpairment 63,403 61,662 1,979 15 1,408 78 4 – 2,524 – 232 131,305

Collectiveimpairment 12,355 14,106 181 365 1,457 659 2 1,407 291 31 1,150 32,004

75,758 75,768 2,160 380 2,865 737 6 1,407 2,815 31 1,382 163,309
Individually impaired loans before impairment 
allowance 161,938 102,065 2,163 54 1,408 78 7 – 2,524 – 232 270,469

Project
finance

2010

Commercial
loans
2010

Pre-export
finance

2010

Net
investment

inleases
2010

Financingof
operations

withsecurities
2010

Promissory
notes
2010

Reverse
repurchase
agreements

2010

Back-to-back
finance

2010

Claimsunder
lettersof

credit
2010

Other
2010

Total
2010

1 January 2010 62,054 54,214 1,847 133 669 183 501 – 1288 272 121,161

Charge(reversal) 14,947 26,621 31 75 2,067 561 (281) 96 1,407 25 45,549

Write-offs (2) (14,154) – (44) (153) – – – – (16) (14,369)

Interestaccruedonimpairedloans (7,029) (990) (111) – – – – – – – (8,130)

31 December 2010 69,970 65,691 1,767 164 2,583 744 220 96 2,695 281 144,211

Individualimpairment 61,965 52,106 1,471 – 2,043 77 213 – 2,610 234 120,719

Collectiveimpairment 8,005 13,585 296 164 540 667 7 96 85 47 23,492

69,970 65,691 1,767 164 2,583 744 220 96 2,695 281 144,211
Individually impaired loans before impairment 
allowance 152,739 103,789 1,999 – 2,056 77 346 – 2,610 234 263,850

(inmillionsofRussianrubles)
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Project
finance

2011

Commercial
loans
2011

Pre-export
finance

2011

Netinvestment
inleases

2011

Financingof
operations

withsecurities
2011

Promissory
notes
2011

Reverse
repurchase
agreements

2011

Back-to-back
finance

2011

Claimsunder
lettersof

credit
2011

Mortgage
bonds2011

Other
2011

Total
2011

1 January 2011 69,970 65,691 1,767 164 2,583 744 220 96 2,695 – 281 144,211

Charge/(reversal) 15,544 19,218 414 222 893 (7) (25) 1,311 145 31 1,101 38,847

Write-offs (2,454) (8,749) – (2) (611) – (189) – (7) – – (12,012)

Interestaccruedonimpairedloans (7,232) (1,386) (21) – – – – – – – – (8,639)

Reversalofallowancepreviouslywrittenoff – 1,215 – – – – – – – – – 1,215

Hyperinflationeffect (70) (221) – (4) – – – – (18) – – (313)

31 December 2011 75,758 75,768 2,160 380 2,865 737 6 1,407 2,815 31 1,382 163,309

Individualimpairment 63,403 61,662 1,979 15 1,408 78 4 – 2,524 – 232 131,305

Collectiveimpairment 12,355 14,106 181 365 1,457 659 2 1,407 291 31 1,150 32,004

75,758 75,768 2,160 380 2,865 737 6 1,407 2,815 31 1,382 163,309
Individually impaired loans before impairment 
allowance 161,938 102,065 2,163 54 1,408 78 7 – 2,524 – 232 270,469

Project
finance

2010

Commercial
loans
2010

Pre-export
finance

2010

Net
investment

inleases
2010

Financingof
operations

withsecurities
2010

Promissory
notes
2010

Reverse
repurchase
agreements

2010

Back-to-back
finance

2010

Claimsunder
lettersof

credit
2010

Other
2010

Total
2010

1 January 2010 62,054 54,214 1,847 133 669 183 501 – 1288 272 121,161

Charge(reversal) 14,947 26,621 31 75 2,067 561 (281) 96 1,407 25 45,549

Write-offs (2) (14,154) – (44) (153) – – – – (16) (14,369)

Interestaccruedonimpairedloans (7,029) (990) (111) – – – – – – – (8,130)

31 December 2010 69,970 65,691 1,767 164 2,583 744 220 96 2,695 281 144,211

Individualimpairment 61,965 52,106 1,471 – 2,043 77 213 – 2,610 234 120,719

Collectiveimpairment 8,005 13,585 296 164 540 667 7 96 85 47 23,492

69,970 65,691 1,767 164 2,583 744 220 96 2,695 281 144,211
Individually impaired loans before impairment 
allowance 152,739 103,789 1,999 – 2,056 77 346 – 2,610 234 263,850



170
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

Individually impaired loans

Collateral and other credit enhancements 

Theamountandtypeofcollateralrequireddependsonanassessmentofthecreditriskofthe
counterparty.Guidelinesareimplementedregardingtheacceptabilityoftypesofcollateralandvalu-
ationparameters.

Themaintypesofcollateralobtainedareasfollows:

¬¬ forpre-exportfinance—pledgesofclaimsforrevenuesunderexportcontracts;

¬¬ forfinancingoperationswithsecuritiesandreverserepurchasetransactions–cashorsecu-
rities;

¬¬ forprojectfinanceandcommerciallending—chargesoverrealestateproperties,inventory,
andtradereceivables,securitiesandotherclaimstothirdparties;

¬¬ forretaillending—mortgagesoverresidentialpropertiesandothersubjectmatteroflend-
ing.

TheGroupalsoobtainsguaranteesfromtheRussianGovernment,parentcompaniesforloansto
theirsubsidiariesandotherguaranteesfromthirdpartiesascollateralforloansissued.

Themarketvalueofcollateralismonitoredonaregularbasis,additionalcollateralisrequestedin
accordancewiththeunderlyingagreement,andthemarketvalueofcollateralobtainedismonitored
duringreviewoftheadequacyoftheallowanceforloanimpairment.

Reverse repurchase agreements

At 31 December 2011, reverse repurchase agreements were in respect of marketable shares
withthefairvalueofRUB19,871million,andmarketablecorporatebondswiththefairvalueof
RUB4,758million.At31December2010,reverserepurchaseagreementsweresignedinrespectof
marketableshareswiththefairvalueofRUB931million,andmarketablecorporatebondswiththe
fairvalueofRUB3,700million.

14.Loanstocustomers(continued)
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Concentration of loans to customers

At31December2011,thetotaloutstandingamountofloanstothreemajorborrowers/groupsof
relatedborrowerswasRUB243,102million,equivalentto17.5%oftheBank'sgrossloanportfolio
(31December2010:RUB210,585millionor22.6%).At31December2011,animpairmentallow-
anceofRUB39,145millionwasmadeagainsttheseloans(31December2010:RUB41,359mil-
lion).At31December2011,theseloansincludedloansissuedtoanassociateoftheGroupinvolved
intherealestatebusiness,whichaccountedfor10.2%ofthegrossloanportfolio(31December
2010:14.4%).

At31December2011and2010,inadditiontothethreemajorborrowersmentionedabove,loans
wereissuedtotenmajorborrowers/groupsofrelatedborrowersintheamountofRUB241,210mil-
lionandRUB147,587millionor17.3%and15.8%ofthegrossloanportfolio,respectively.At31
December2011and2010,anallowancewasmadeforthoseloansinatotalamountofRUB14,937
millionandRUB12,878million,respectively.

Loanshavebeenextendedtothefollowingtypesofcustomers:

2011 2010

Privateenterprises 1,131,991 731,254

State-controlledentities 173,120 153,395

Companiesunderforeignstatecontrol 37,098 27,566

Foreignstates 24,667 658

Individuals 19,997 11,017

Regionalauthorities 2,794 7,051

Individualentrepreneurs 2,565 1,196

1,392,232 932,137

Loansaremadeprincipallyinthefollowingindustrysectors:

2011 % 2010 %

Realestateanddevelopment 308,815 22 251,558 27

Financecompanies 259,426 19 157,966 17

Manufacturing,heavymachineryandmilitary-relatedgoodsproduction 255,600 18 158,056 17

Transport 138,405 10 57,117 6

Agriculture 85,973 6 51,137 5

Trade 82,777 6 58,914 6

Energy 69,170 5 51,832 6

Oilandgas 46,555 3 41,307 4

(inmillionsofRussianrubles)
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2011 % 2010 %

Metallurgy 40,459 3 28,223 3

Foreignstates 24,667 2 658 0

Individuals 19,997 2 11,017 1

Telecommunications 18,946 1 27,299 3

Mining 9,656 1 3,287 0

Logistics 5,427 0 5,295 1

Regionalauthorities 2,794 0 7,051 1

Massmedia 732 0 276 0

Other 22,833 2 21,144 3

1,392,232 100 932,137 100

At31December2011,loansandsimilardebtincludedatotalofRUB1,140,887milliongranted
tocompaniesoperatinginRussia,whichisasignificantconcentration.At31December2010,loans
andsimilardebtincludedatotalofRUB768,330milliongrantedtocompaniesoperatinginRussia,
whichisasignificantconcentration.

Finance lease receivables

Theanalysisoffinanceleasereceivablesasof31December2011isasfollows:

Notlater
than1year

Laterthan
1yearbutnot

laterthan
5years

Later
than

5years
Total

Financeleasereceivables 30,958 94,905 70,326 196,189

Unearnedfuturefinanceincomeonfinanceleases (2,506) (29,278) (40,770) (72,554)

Net investment in finance leases 28,452 65,627 29,556 123,635

Theanalysisoffinanceleasereceivablesasof31December2010isasfollows:

Notlater
than1year

Laterthan
1yearbutnot

laterthan
5years

Later
than

5years
Total

Financeleasereceivables 11,649 37,985 20,517 70,151

Unearnedfuturefinanceincomeonfinanceleases (874) (11,762) (9,963) (22,599)

Net investment in finance leases 10,775 26,223 10,554 47,552

14.Loanstocustomers(continued)

Concentration of loans to customers (continued)

(inmillionsofRussianrubles)
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15.Investmentsecurities

Investment securities available for sale

Available-for-saleinvestmentsecuritiescomprise:

2011 2010

Debt securities

Corporatebonds 139,549 147,824

EurobondsofRussianandforeignissuers 25,261 18,781

Federalloanbonds(OFZ) 22,557 135

Promissorynotes 15,386 10,600

Debtinstrumentsissuedbyforeigngovernmentbodies 3,848 7,958

EurobondsissuedbytheRussianFederation 2,124 1

Municipalandsub-federalbonds 549 1,678

209,274 186,977

Equity securities

Shares 245,011 284,898

Lessallowanceforimpairment(Note20) – (120)

245,011 284,778

Investment securities available for sale 454,285 471,755

Securities pledged under repurchase agreements

Debtinstrumentsissuedbyforeigngovernmentbodies 3,217 –

Shares 836 144

EurobondsofRussianandforeignissuers 662 162

Corporatebonds – 2,245

RussianMinFinbonds(OVGVZ) – 2,222

Municipalandsub-federalbonds – 55
Investment securities available for sale and pledged  
under repurchase agreements 4,715 4,828

For thereportingyearended31December2011, theGrouprecognizedaRUB8,910million
lossfromimpairmentofavailable-for-salesecurities(fortheyearended31December2010:RUB
22,276million)bytransferringthenegativerevaluationearlierrecordedincomprehensiveincome
togains less lossesfrominvestmentsecuritiesavailableforsaleoftheconsolidatedstatementof
income(Note28).

(inmillionsofRussianrubles)
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Investment securities held to maturity

Investmentsecuritiesheldtomaturitycomprise:

2011 2010

EurobondsofRussianandforeignissuers 15,127 17,860

Corporatebonds 1,396 2,368

Municipalandsub-federalbonds 1,297 1,338

Federalloanbonds(OFZ) 25 51

Promissorynotes 9 –

17,854 21,617

Lessallowanceforimpairment(Note20) (75) (81)

Investment securities held to maturity 17,779 21,536

16.DuefromtheRussianGovernment

At31December2011,amountsduefromtheRussianGovernmentincludeprimarilyclaimsto
theRussianMinistryofFinanceofRUB124million(31December2010:RUB119million)toun-
freezecorrespondentaccounts.

17.Investmentsinassociates

TheGroup'smajorassociatesaccountedforundertheequitymethodinthefinancialstatements
arepresentedinthetablebelow:

Associates

Ownership

31December
2011

31December
2010 Country Industry

LLC"ManagingCompany"BioprocessCapitalPartners" 25.10% 25.10% Russia Finance
intermediary

OJSC"CorporationofDevelopmentofKrasnoyarsk
Territory" 25.00% 25.00% Russia Finance

intermediary

LLC"PROMINVEST" 25.00% 25.00% Russia Finance
intermediary

15.Investmentsecurities(continued)

(inmillionsofRussianrubles)
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Associates

Ownership

31December
2011

31December
2010 Country Industry

OJSC"IlyushinFinanceCo." 21.39% 21.39% Russia Leasing

LLC"VEB-Invest", 19.00% 19.00% Russia Investment

Shareofassets:

CMIF"BioprocessCapitalVentures" 50.00% 50.00% Russia Investment

Movementininvestmentsinassociateswas:

2011 2010

Balance,beginningofthereportingperiod 5,638 5,500

Shareofnetprofit 285 204

Dividendsreceived (31) –

Write-offs – (38)

Translationdifferences 3 (2)

Costofacquisition 19 –

Other (20) (26)

Investments in associates, end of the reporting period 5,894 5,638

At31December2011,unrecognizedGroup'sshareinlossofitsassociatesamountedtoRUB
1,853million(31December2010:RUB2,560million).At31December2011,totalunrecognized
Group'sshare in lossof itsassociatesamounted toRUB4,854million (31December2010:RUB
3,001million).

Thefollowingtableillustratessummarizedaggregatedfinancialinformationoftheassociates:

Aggregatedassetsandliabilitiesofassociates 2011 2010

Assets 185,337 180,055

Liabilities 183,085 172,967

Net assets 2,252 7,088

Aggregatedrevenueandlossofassociates 2011 2010

Revenue 7,329 11,965

Loss (8,429) (12,204)

(inmillionsofRussianrubles)
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18.Propertyandequipment

Themovementsinpropertyandequipmentwereasfollows:

Buildings Land Equipment Motor
vehicles

Leasehold
improve-

ments

Assetsunder
construction

andwarehoused
propertyand

equipment

Total

COST

31 December 2010 15,830 231 4,954 2,002 335 6,632 29,984

Additions 2,541 – 905 390 295 8,704 12,835
Acquisitionthroughbusiness
combinations(IFRS3) 226 – 69 13 35 47 390

Disposals (172) – (346) (369) (144) (4) (1,035)
Reclassificationofpropertyand
equipmenttoinvestmentproperty (1,195) – – – – – (1,195)

Transfers 93 – 481 257 14 (845) 0

Translationeffect 422 3 (61) 44 – (19) 389

31 December 2011 17,745 234 6,002 2,337 535 14,515 41,368

ACCUMULATED AMORTIZATION AND IMPAIRMENT

31 December 2010 3,098 – 2,662 537 135 2 6,434

Depreciationcharge 354 – 649 255 76 – 1,334
Depreciationofpropertyandequipment
reclassifiedtoinvestmentproperty (139) – – – – – (139)

Disposals (13) – (305) (168) (59) (2) (547)

Transfers – – – – – – –

31 December 2011 3,300 – 3,006 624 152 – 7,082

NET BOOK VALUE

31 December 2010 12,732 231 2,292 1,465 200 6,630 23,550

31 December 2011 14,445 234 2,996 1,713 383 14,515 34,286

COST

31 December 2009 16,021 215 4,337 682 499 3,938 25,692

Additions 251 16 822 1,404 75 3,234 5,802

Disposals (386) – (332) (84) (230) (335) (1,367)
Reclassificationofpropertyand
equipmenttoinvestmentproperty (143) – – – – – (143)

Transfers 87 – 127 – (9) (205) –

31 December 2010 15,830 231 4,954 2,002 335 6,632 29,984

(inmillionsofRussianrubles)
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Buildings Land Equipment Motor
vehicles

Leasehold
improve-

ments

Assetsunder
construction

andwarehoused
propertyand

equipment

Total

ACCUMULATED AMORTIZATION AND IMPAIRMENT

31 December 2009 2,790 – 2,064 351 81 2 5,288

Depreciationcharge 365 – 835 186 70 – 1,456
Depreciationofpropertyandequipment
reclassifiedtoinvestmentproperty (3) – – – – – (3)

Disposals (54) – (244) (76) (24) – (398)

Transfers – – (8) – 8 – –

Impairment – – 15 76 – – 91

31 December 2010 3,098 – 2,662 537 135 2 6,434

NET BOOK VALUE

31 December 2009 13,231 215 2,273 331 418 3,936 20,404

31 December 2010 12,732 231 2,292 1,465 200 6,630 23,550

19.Taxation

Incometaxexpensecomprises:

2011 2010

Currenttaxcharge/(benefit) 1,093 1,227
Deferredtax(benefit)/expense–originationandreversaloftemporary
differencesinthestatementofincome (1) (2,533)

Hyperinflationeffect (58) –

Income tax expense/(benefit) 1,034 (1,306)

Deferredtaxrecordedinothercomprehensiveincomerelatestounrealizedgains/(losses)from
transactionswithinvestmentsecuritiesavailableforsale.

Russianlegalentitiesmustfileindividualtaxdeclarations.Thetaxrateforbanksforprofitsother
thanonstatesecuritieswas20%for2011and2010.Thetaxrateforcompaniesotherthanbanks
wasalso20%for2011and2010.Thetaxrateforinterestincomeonstatesecuritieswas15%for
Federaltaxes.

(inmillionsofRussianrubles)
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TheaggregateincometaxrateeffectiveintheRepublicofBelarusfor2011was24%andfor
201026.28%.TheaggregateincometaxrateeffectiveinUkrainefor2011was23%andfor2010
25%.

Inaccordancewithfederallegislation,effectivefromreorganizationdateincomeandexpenses
receivedandpaidbyVnesheconombankarenotaccountedwhendeterminingtaxablebaseforin-
cometaxpurposes.Therefore,incomeandexpensesoftheBankfor2011and2010arenotinclud-
edintotaxablebaseforincometaxpurposes,whichhadsignificantimpactontheGroup’seffective
incometaxratefor2011and2010.

At31December,theGroup'sincometaxassetsandliabilitiescomprise:

2011 2010

Currentincometaxassets 595 712

Deferredincometaxasset 2,737 1,638

Income tax assets 3,332 2,350
Currentincometaxliability 167 27

Deferredincometaxliability 1,718 1,015

Income tax liabilities 1,885 1,042

Theeffectiveincometaxratediffersfromthestatutoryincometaxrates.Areconciliationofthe
incometaxexpensebasedonstatutoryrateswithactualisasfollows:

2011 2010

Incomebeforetaxfromcontinuingoperations 8,514 26,769

Lossbeforetaxfromdiscontinuedoperations – (184)

Income before tax 8,514 26,585
Statutorytaxrate 20% 20%

Theoretical income tax expense at the statutory rate 1,703 5,317
Taxeffectfromthefollowingincomeandexpenses:

Non-taxableincomeonstatesecurities/incometaxedatdifferentrates (264) (181)

Incometaxedatdifferentrate (237) (200)

Non-taxableincomeandnon-deductibleexpenses 1,565 475

Currencytranslationdifferences 1,230 (20)
Vnesheconombank'sincomeandexpensesnotincludedintaxbaseforincometax
purposes (2,614) (5,477)

Changeinincometaxresultingfromchangeintaxrateandotherchangesinthelegislation 1,143 (1,835)

Changeinunrecognizeddeferredtaxassets (1,097) 179

Other (395) 80

19.Taxation(continued)

(inmillionsofRussianrubles)
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2011 2010

Income tax (benefit)/charge 1,034 (1,662)

Incometax(benefit)/expenserecognizedintheconsolidatedstatementofincome 1,034 (1,306)

(Benefit)/expenserelatedtotheincometaxfromdiscontinuedoperations – (356)

1,034 (1,662)

(inmillionsofRussianrubles)
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DeferredtaxassetsandliabilitiesasofDecember31andtheirmovements
fortherespectiveyearscomprise:

Originationandreversal
oftemporarydifferences

Originationandreversal
oftemporarydifferences

2009 Inthestatement
ofincome

Inother
comprehensive

income

Currency
translation

effect
2010 Inthestatement

ofincome
Inother

comprehen-sive
income

Effectof
business

combination

Currency
translation

effect
2011

Tax effect of deductible temporary differences:

Allowanceforimpairment 486 236 – (2) 720 255 – – 1 976

Changeinfairvalueofsecurities 98 178 (52) – 224 67 (3) – – 288

Initialrecognitionoffinancialinstrumentsatfairvalue – 907 – – 907 55 – – – 962

Taxlossescarriedforward 4,848 (197) – – 4,651 (484) – – (94) 4,073

Accruedincomeandexpense 12 (12) – – – 23 – – 8 31

Derivativefinancialinstruments 11 5 – – 16 77 – – – 93

Propertyandequipment 92 108 – (4) 196 (84) – 4 (95) 21

Other 1,663 474 (11) 94 2,220 500 (8) 236 76 3,024

7,210 1,699 (63) 88 8,934 409 (11) 240 (104) 9,468

Unrecognizeddeferredtaxassets (5,563) (179) – 4 (5,738) 1,097 – – 157 (4,484)

1,647 1,520 (63) 92 3,196 1,506 (11) 240 53 4,984

Tax effects of taxable temporary differences:

Changeinfairvalueofsecurities (142) 78 (5) (1) (70) (782) 18 (3) (8) (845)

Loanstocustomers (506) 59 – – (447) (274) – – – (721)

Initialrecognitionoffinancialinstrumentsatfairvalue – (914) – – (914) (84) – – – (998)

Allowanceforimpairment (366) 263 – (2) (105) (193) – – 5 (293)

Customers'accounts – – – – – – – – – –

Accruedincomeandexpense (79) (14) – 3 (90) (34) – – 15 (109)

Derivativefinancialinstruments (170) (104) – – (274) 109 – – 69 (96)

Propertyandequipment (1,979) 1,992 – (29) (16) (405) – – – (421)

Other (260) (347) – (50) (657) 158 – (10) 27 (482)

(3,502) 1,013 (5) (79) (2,573) (1,505) 18 (13) 108 (3,965)

Deferred tax asset 80 1,543 (63) 78 1,638 819 (11) 241 50 2,737

Gross deferred tax liability (1,935) 990 (5) (65) (1,015) (818) 18 (14) 111 (1,718)

19.Taxation(continued)

(inmillionsofRussianrubles)
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DeferredtaxassetsandliabilitiesasofDecember31andtheirmovements
fortherespectiveyearscomprise:

Originationandreversal
oftemporarydifferences

Originationandreversal
oftemporarydifferences

2009 Inthestatement
ofincome

Inother
comprehensive

income

Currency
translation

effect
2010 Inthestatement

ofincome
Inother

comprehen-sive
income

Effectof
business

combination

Currency
translation

effect
2011

Tax effect of deductible temporary differences:

Allowanceforimpairment 486 236 – (2) 720 255 – – 1 976

Changeinfairvalueofsecurities 98 178 (52) – 224 67 (3) – – 288

Initialrecognitionoffinancialinstrumentsatfairvalue – 907 – – 907 55 – – – 962

Taxlossescarriedforward 4,848 (197) – – 4,651 (484) – – (94) 4,073

Accruedincomeandexpense 12 (12) – – – 23 – – 8 31

Derivativefinancialinstruments 11 5 – – 16 77 – – – 93

Propertyandequipment 92 108 – (4) 196 (84) – 4 (95) 21

Other 1,663 474 (11) 94 2,220 500 (8) 236 76 3,024

7,210 1,699 (63) 88 8,934 409 (11) 240 (104) 9,468

Unrecognizeddeferredtaxassets (5,563) (179) – 4 (5,738) 1,097 – – 157 (4,484)

1,647 1,520 (63) 92 3,196 1,506 (11) 240 53 4,984

Tax effects of taxable temporary differences:

Changeinfairvalueofsecurities (142) 78 (5) (1) (70) (782) 18 (3) (8) (845)

Loanstocustomers (506) 59 – – (447) (274) – – – (721)

Initialrecognitionoffinancialinstrumentsatfairvalue – (914) – – (914) (84) – – – (998)

Allowanceforimpairment (366) 263 – (2) (105) (193) – – 5 (293)

Customers'accounts – – – – – – – – – –

Accruedincomeandexpense (79) (14) – 3 (90) (34) – – 15 (109)

Derivativefinancialinstruments (170) (104) – – (274) 109 – – 69 (96)

Propertyandequipment (1,979) 1,992 – (29) (16) (405) – – – (421)

Other (260) (347) – (50) (657) 158 – (10) 27 (482)

(3,502) 1,013 (5) (79) (2,573) (1,505) 18 (13) 108 (3,965)

Deferred tax asset 80 1,543 (63) 78 1,638 819 (11) 241 50 2,737

Gross deferred tax liability (1,935) 990 (5) (65) (1,015) (818) 18 (14) 111 (1,718)
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20.Otherimpairmentandprovisions

Themovementsinotherimpairmentallowancesandprovisionswereasfollows:

Investment
securities

Investments
inassociates

Other
assets Claims

Guarantees
and

commitments
Total

31 December 2009 391 38 927 27 2,440 3,823

Charge/(reversal) (158) – 429 24 (74) 221

Write-offs (32) (38) (49) – (2,214) (2,333)

31 December 2010 201 – 1,307 51 152 1,711

Charge/(reversal) (10) – 241 18 117 366

Write-offs (138) – (190) (17) (122) (467)

Reversalofallowancepreviouslywrittenoff 22 – 0 – – 22

Hyperinflationeffect – – (3) 7 4

31 December 2011 75 – 1,355 59 147 1,636

Allowance for impairmentofassets isdeducted fromthecarryingvalueof therelatedassets.
Provisionsforclaims,guaranteesandcommitmentsarerecordedinliabilities.

21.Otherassetsandliabilities

Otherassetscomprise:

2011 2010

Advancesissuedtoleasingequipmentsuppliers 9,644 11,421

Settlementswithsuppliersandotherdebtors 8,270 6,002

Prepaidexpenses 5,101 4,581

Investmentproperty 4,464 676

Intangibleassets 4,130 2,619

Assetsheldforsale 3,672 1,582

Othertaxassets 3,500 3,555

Prepaidinvestments 2,231 –

Claimsontransactionswithshares 2,000 –

Propertypledgedascollateralagainstloans 1,349 –

Equipmentpurchasedforleasingpurposes 1,301 2,047

Accruedcommissions 1,225 1,110

Settlementsonoutstandingoperationswithsecurities 847 634

(inmillionsofRussianrubles)



183
NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS

2011 2010

Prepaidsecurities 740 1,110

Cashtransactions 46 11

Other 3,949 1,856

52,469 37,204
Lessallowanceforimpairmentofotherassets(Note20) (1,355) (1,307)

Other assets 51,114 35,897

IncludedinotherassetsareintangibleassetsintheamountofRUB5,299million(31December
2010:RUB3,211million),netofaccumulatedamortizationofRUB1,169million (31December
2010:RUB592million).In2011,theGroupdisposedofintangibleassetsintheamountofRUB166
million(in2010:RUB128million),netofaccumulateddepreciationofRUB160million(in2010:
RUB118million).Therespectivedepreciationchargesfor2011areRUB539million(2010:RUB
348million),whichisincludedinotheroperatingexpense

At31December2011, intangibleassets includegoodwill in theamountofRUB1,843million
relatedtoacquisitionofOJSC"Belvnesheconombank",OJSC"VEB-Leasing"andOJSCNTB.At31
December2010, intangibleassetsincludegoodwill intheamountofRUB1,381millionrelatedto
acquisitionofOJSC"Belvnesheconombank"andOJSC"VEB-Leasing".

Otherliabilitiescomprise:

2011 2010

Futureperiodincome 10,798 7,831

Settlementswithemployees 1,743 641

Settlementswithclientsonexportrevenues 1,444 714

Advancesreceivedfromlessees 1,380 1,906

Othersettlementswithcreditinstitutions 789 1,204

Obligationstoissueloansatabelow-marketinterestrate 680 –

Obligationsunderfinanceleaseagreements 128 26

Settlementsonoperationswithsecurities 5 –

Spotdeals 4 12

Other 2,058 1,277

Other liabilities 19,029 13,611

Forthereportingyearended31December2011,lossoninitialrecognitionofobligationstoissue
loansatbelow-marketinterestrateintheamountofRUB680millionwasrecognizedintheconsoli-
datedstatementofincome.

(inmillionsofRussianrubles)
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22.Amountsduetocreditinstitutions

Amountsduetocreditinstitutionscomprise:

2011 2010

CorrespondentloroaccountsfromRussiancreditinstitutions 15,614 7,216

Correspondentloroaccountsfromothercreditinstitutions 11,746 7,142

LoansandotherplacementsfromOECD-basedcreditinstitutions 258,417 123,114

LoansandotherplacementsfromRussiancreditinstitutions 125,441 62,450

Loansandotherplacementsfromothercreditinstitutions 51,318 21,987

Repurchaseagreements 7,397 13,107

DepositsfromRussiancreditinstitutions–fiduciaries 2,081 11

Amounts due to credit institutions 472,014 235,027

At31December2011,loansandotherplacementsfromOECD-basedcreditinstitutionsinclude
loansprimarilydenominatedinRUB,USD,EURandGBPwithinterestratesrangingfrom5.5%to
9.8%forRUBplacements(31December2010:from6.6%to7.1%),fromthree-monthsLIBORplus
0.2% to 7.6% for USD placements (31 December 2010: from three-months LIBOR plus 0.2% to
7.6%), from1.97%to6.5%forEURplacements(31December2010:fromsix-monthsEURIBOR
plus0.3%to6.5%)andfrom5.7%to7.9%forGBPplacements(31December2010:from5.7%to
7.9%).At31December2011, loansandotherplacementOECD-basedcredit institutions include
loansdenominatedinCHFwiththeinterestrateof5.05%.

At31December2011,loansandotherplacementsfromRussiancreditinstitutionsincludeloans
denominatedinRUB,USDandEURwithinterestratesrangingfrom3.75%to9.7%forRUBloans
(31December2010:from0.5%to15%),from0.2%to7%forUSDloans(31December2010:from
0.2%to7%),from0.7%to1%forEURloans(31December2010:from0.6%to7.5%).At31De-
cember2011and2010,thisitemalsoincludesdepositsheldassecurityagainstlettersofcreditand
minimumbalancesoncorrespondentloroaccounts.

At31December2011,loansandotherplacementsfromnon-OECDbasedcreditinstitutionsin-
cludeloansprimarilydenominatedinRUB,USD,EURandGBPwithinterestratesrangingfrom4%
to9.2%forRUBplacements(31December2010:nobalances),from0.2%to11%forUSDplace-
ments(31December2010:fromone-monthsLIBORplus0.7%tosix-monthsLIBORplus3.8%),from
0.7%to6.1%forEURplacements(31December2010:from0.6%to11%)andfrom0.6%forGBP
placements (31December2010:0.5%).At31December2010, loansandotherplacements from
non-OECDbasedcreditinstitutionsincludeloansdenominatedinBYRwithinterestratesranging
from2%to3%,andloansdenominatedinUAHwithinterestratesrangingfrom11.2%to18%.At
31December2011,thisitemalsoincludesminimumbalancesoncorrespondentloroaccountsfrom
non-OECD-basedcreditinstitutions.
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At31December2011,repurchaseagreementswithcredit institutionsincludeloansofRUB
7,397 million received from foreign credit institutions and collaterized by debt securities avail-
able for sale with the fair value of RUB 3,217 million (Note 15) and securities acquired under
reverserepurchaseagreementswiththefairvalueofRUB4,035million.At31December2010,
repurchaseagreementswithcreditinstitutionsincludeloansofRUB13,107millionreceivedfrom
Russianbanksandcollaterizedbyavailable-for-salesecuritieswiththefairvalueofRUB4,522
million(Note15)andsecuritiesacquiredunderreverserepurchaseagreementswiththefairvalue
ofRUB10,226million.

In2011,theBankraisedlong-termfinancingonmarkettermsfromOECD-basedcreditinstitu-
tionstotalingtoRUB132,592million(in2010:RUB31,034million)andrepaidlong-termfinancing
ofRUB36,904million(in2010:RUB13,154million)inaccordancewithcontractualterms.Besides,
in2011theBankraisedlong-termfinancingonthemarkettermsfromothercreditinstitutionstotal-
ingtoRUB7,010million(in2010:RUB5,279million)andrepaidlong-termfinancingofRUB3,293
million(in2010:RUB39,654million)inaccordancewithcontractualterms.

Inaddition,in2011theGroup'sleasingcompanyraisedlong-termfinancingfromRussianand
foreigncredit institutionstotalingRUB76,909million (in2010:RUB52,466million)andrepaid
long-termfinancingofRUB36,508million(in2010:16,432million)inaccordancewithcontractual
terms.

23.Amountsduetocustomers

Amountsduetocustomerscomprise:

2011 2010

Customercurrentaccounts 122,294 127,443

Termdeposits 228,771 162,384

Repurchaseagreements 1,316 271

Otheramountsduetocustomers 43 —

Amounts due to customers 352,424 290,098

Held as security against guarantees 504 2,118

Held as security against letters of credit 3,337 3,695

At31December2011and2010,amountsduetotheBank'sfourlargestcustomersamounted
toRUB92,625millionandRUB83,567million,respectively,representing26.3%and28.8%ofthe
aggregateamountsduetocustomers.

(inmillionsofRussianrubles)
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Amountsduetothetenlargestcustomersincludeaccountswiththecustomersoperatinginthe
followingindustrysectors:

2011 2010

Telecommunications 36,369 39,408

Infrastructuredevelopment 32,002 30,114

Financing 18,932 –

Manufacturing,includingheavymachineryandmilitary-relatedgoodsproduction 14,673 11,786

Energy 8,293 7,254

Transportation 4,294 16,592

Mining 3,513 –

Metallurgy – 4,715

118,076 109,869

IncludedintermdepositsaredepositsofindividualsintheamountofRUB79,534million(31
December2010:RUB65,745million).InaccordancewiththeRussianCivilCode,theBankandits
Russiansubsidiariesareobligedtorepaytermdepositsofindividualsupondemandofadepositor.In
accordancewiththeBankingCodeoftheRepublicofBelarus,theBelarusiansubsidiaryisobliged
torepaytermdepositsofindividualsinfivedaysupondemandofadepositor.Inaccordancewith
thebankinglegislationofUkraine,theUkrainiansubsidiaryisobligedtorepaytermdepositsofin-
dividualsinfivedaysupondemandofadepositor.Incaseatermdepositisrepaidupondemandof
thedepositorpriortomaturity,interestonitispaidbasedontheinterestratefordemanddeposits,
unlessadifferentinterestrateisspecifiedintheagreement.

Amountsduetocustomersincludeaccountsofthefollowingtypesofcustomers:

2011 2010

Stateandstatecontrolledcompanies 125,750 112,986

Privatecompanies 120,185 89,696

Employeesandotherindividuals 97,434 82,417

Companiesunderforeignstatecontrol 9,055 4,999

Amounts due to customers 352,424 290,098

At31December2011,repurchaseagreementswithcustomersincludeloansofRUB1,316mil-
lionreceivedfromaforeigncompanyandcollaterizedbyavailable-for-saledebtandequitysecurities
withthefairvalueofRUB1,498million(Note15).At31December2010,repurchaseagreements
withcustomersincludeloansofRUB271millionreceivedfromaforeigncompanyandcollaterized
byavailable-for-saledebtandequitysecuritieswiththefairvalueofRUB306million(Note15).

23.Amountsduetocustomers(continued)

(inmillionsofRussianrubles)
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24.Debtsecuritiesissued

Debtsecuritiesissuedcomprisethefollowing:

2011 2010

Eurobonds 134,715 99,546

Bonds 107,430 71,423

Promissorynotes 18,394 15,976

Certificatesofdepositandsavingcertificates 491 2

Debt securities issued 261,030 186,947

Promissory notes held as security against guarantees 1,289 1,856

At31December2011,theGroup'sdebtsecuritiesissuedincludeEurobondsplacedatmarket
interestratesdenominatedinUSDmaturingfromMay2016toNovember2025(at31December
2010:fromNovember2017toNovember2025),denominatedinCHFmaturinginFebruary2016.

At31December2011,includedintheGroup'sdebtsecuritiesarebondsplacedatmarketinter-
estratesdenominatedinRUBmaturingfromFebruary2013toSeptember2021(at31December
2010:fromApril2011toOctober2020),denominatedinUAHmaturingfromMarch2013toMarch
2014,aswellasbonds,denominatedinBYRmaturingfromOctobertoDecember2011.

At31December2010,includedintheGroup'sdebtsecuritiesarebondsplacedatmarketinter-
estratesdenominatedinUSDmaturinginApril2011.

TheGroup'sdebtsecurities issuedat31December2011 include interest-bearingpromissory
notesdenominatedinRUB,USDandEURmaturingin2049(31December2010:maturingbefore
2049).Interestratesarefrom0.1%to9.5%forRUB-denominatedpromissorynotes(31December
2010:from0.1%to7.8%),from0.2%to4.9%forUSD-denominatedpromissorynotes(31Decem-
ber2010:from0.2%to4.9%)andfrom0.5%to5%forEUR-denominatedpromissorynotes(31
December2010:from2.4%to4.9%).

At31December2011,depositandsavingcertificatesissuedbyasubsidiarybankaredenomi-
natedinRUB,bearinterestratesfrom0.1%to9%andmaturefromFebruary2012toMarch2022.
At31December2010,depositandsavingcertificatesissuedbyasubsidiarybankaredenominated
inBYR,bearinterestratesof1%andmatureinFebruary2011.
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25.Equity

Charter capital

InaccordancewithFederalLawNo.82-FZ,theBank’schartercapitalisformedfromassetcontri-
butionsoftheRussianFederationmadeupondecisionoftheRussianGovernment.

InaccordancewithResolutionoftheRussianGovernmentNo.1687-rdated27November2007,
pursuanttoFederallawNo.246-FZdated2November2007,"OnIntroducingAmendmentstoFed-
eralLaw"OntheFederalBudgetfor2007",theRussianFederationcontributedRUB180,000million
tothechartercapitalofVnesheconombankinNovember2007.

InaccordancewithResolutionoftheRussianGovernmentNo.1766-rdated7December2007,
theRussianGovernmentdecidedtocontribute100%ofstate-ownedsharesofOJSC"SMEBank"
and5.2%ofstate-ownedsharesofCJSCROSEXIMBANKtothechartercapitalofVnesheconom-
bank.Thetransferofshareswascompletedin2008.

InaccordancewithResolutionoftheRussianGovernmentNo.1665-rdated19November2008,
pursuanttoFederallawNo.198-FZdated24July2007,"OnFederalBudgetfor2008andforthe
2009and2010BudgetPeriod",theRussianFederationcontributedRUB75,000milliontothechar-
tercapitalofVnesheconombankinNovember2008.

InaccordancewithResolutionoftheRussianGovernmentNo.854-rdated23June2009,pur-
suanttoFederallawNo.204-FZdated31October2008,"OnFederalBudgetfor2009andforthe
2010and2011BudgetPeriod", theRussianFederationcontributedRUB100,000million to the
chartercapitalofVnesheconombankinJune2009.

InaccordancewithResolutionoftheRussianGovernmentNo.1891-rdated10December2009,
theRussianFederationcontributedRUB21,000milliontothechartercapitalofVnesheconombank
forfurtheracquisitionbytheBankofsharesadditionallyissuedbyJSC"UnitedAircraftCorporation"
inDecember2009.

Attheendof2010,inaccordancewithResolutionoftheRussianGovernmentNo.603-rdated
21April2010, theRussianFederationcontributed100%ofstate-ownedsharesofOJSCFederal
CenterforProjectFinancetothechartercapitalofVnesheconombank.

In2011and2010,OJSC"Belvnesheconombank",theGroup'ssubsidiary,paiddividendsonor-
dinarysharesintheamountofRUB286millionandRUB95millionforthereportingyearsended
31December2010and2009,respectively.
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Additional paid-in capital

InDecember2011,pursuanttoFederalLawNo.357-FZ"OnFederalBudget for2011andfor
the2012and2013BudgetPeriod"dated13December2010,theBankreceivedagrantfromthe
RussianMinistryofFinanceasanassetcontributionintheamountofRUB62,600millionforthe
purposesofcreatingtheRussiandirectinvestmentfund,whichwasrecognizedinadditionalpaid-in
capital.VnesheconombankusedallfundstoacquireunitsinMutualFund"RDIF".

Nature and purpose of other reserves

Unrealized gains/(losses) on investment securities available for sale

Thisreserverecordsfairvaluechangesofavailable-for-saleinvestments.

Themovementsinunrealizedgains/(losses)oninvestmentsecuritiesavailableforsalewereasfollows:

2011 2010

Unrealizedgains/(losses)oninvestmentsecuritiesavailableforsale (21,243) 24,695

Realizedgainsoninvestmentsecuritiesavailableforsale,reclassifiedtothestatementof
income(Note28) (15,607) (35,154)

Taxeffectofnetincomeonsecuritiesavailableforsale 7 –

Impairmentlossoninvestmentsecuritiesavailableforsale,reclassifiedtothestatementof
income(Note28) 8,910 22,276

Change in unrealized gains/(losses)on operations with investment securities 
available for sale (27,933) 11,817

Foreign currency translation reserve

Theforeigncurrencytranslationreserveisusedtorecordexchangedifferencesarisingfromthe
translationofthefinancialstatementsofforeignsubsidiaries.

26.Commitmentsandcontingencies

Operating environment

Russiacontinueseconomicreformsanddevelopmentofitslegal,taxandregulatoryframeworks
asrequiredbyamarketeconomy.ThefuturestabilityoftheRussianeconomyislargelydependent
uponthesereformsanddevelopmentsandtheeffectivenessofeconomic,financialandmonetary
measuresundertakenbythegovernment.

(inmillionsofRussianrubles)
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Asemergingmarkets,theRepublicofBelarusandUkrainedonotpossessawell-developedbusi-
ness and regulatory infrastructure that would generally exist in more mature market economies.
Ukrainianeconomycontinuestodisplaycertaincharacteristicsconsistentwiththoseofaneconomy
intransition.Thesecharacteristicsinclude,butarenotlimitedto,lowlevelsofliquidityinthecapital
markets,relativelyhigh inflationandtheexistenceofcurrencycontrolswhichcausethenational
currencytobeilliquidoutsideofthecountry.InNovember2011,theRepublicofBelaruswasrec-
ognizedasahyperinflationaryeconomystartingfrom1January2011.Thefuturestabilityofthe
BelarusianandUkrainianeconomiesdependstoalargeextentontheefficiencyandfurtherdeve-
lopmentoftheeconomic,financialandmonetarymeasurestakenbytheBelarusianandUkrainian
governments.

TheRussian,BelarusianandUkrainianeconomiesarevulnerabletomarketdownturnsandeco-
nomicslowdownselsewhereintheworld.In2011,theRussian,BelarusianandUkrainiangovern-
mentscontinuedtotakemeasurestosupporttheeconomytoovercometheconsequencesofthe
globalfinancialcrisis.Despitecertainsignsofeconomicrecovery,therecontinuestobeuncertainty
regardingfutureeconomicgrowth,accesstocapitalandcostofcapital,whichcouldadverselyaffect
theGroup'sfinancialposition,resultsofoperationsandbusinessprospects.

Also, factors including increased unemployment, reduced corporate liquidity and profitability,
andincreasedcorporateandpersonalinsolvencies,haveaffectedtheGroup’sborrowers’abilityto
repaytheamountsduetotheGroup.Inaddition,changesineconomicconditionshaveresultedin
deteriorationinthevalueofcollateralheldagainstloansandotherobligations.Totheextentthat
informationisavailable,theGrouphasreflectedrevisedestimatesofexpectedfuturecashflowsin
itsimpairmentassessment.

Whilemanagementbelievesitistakingappropriatemeasurestosupportthesustainabilityofthe
Group’sbusinessinthecurrentcircumstances,furtherdeteriorationintheareasdescribedabovecould
negativelyaffecttheGroup’sresultsandfinancialpositioninamannernotcurrentlydeterminable.

Legal

InNovember2009,basedonasuit filedbyoneof theminorityshareholdersofPSCPromin-
vestbank,theCommercialCourtofKievannulleddecisionsofthegeneralmeetingsofsharehold-
ersofPSCProminvestbank,heldinSeptemberandNovember2009.Basedonthesaiddecisions,
PSCProminvestbankissuedadditionalshareswhichresultedinanincreaseofVnesheconombank's

26.Commitmentsandcontingencies(continued)

Operating environment (continued)



191
NOTESTOTHECONSOLIDATEDFINANCIALSTATEMENTS

interestintheUkrainianbankfrom75%plusthreesharesto93.8%.Thecostofadditionalshares
acquiredbyVnesheconombanktotaledRUB14,127million(equivalentofUSD500million).

InApril2010,basedonthespecifieddecisionoftheCommercialCourtofKiev,theSecuritiesand
StockMarketStateCommissionofUkraine(SSMSC)annulledtheadditionalissueofsharesbyPSC
Prominvestbank.

ProminvestbankfiledaclaimwithKievCountyAdministrativeCourtrequestingtoannulthespe-
cifieddecisionoftheSecuritiesandStockMarketStateCommission(SSMSC).Thecourtofthefirst
instancedismissedtheclaim.

ProminvestbankappealedthedecisionofKievCountyAdministrativeCourtwiththeappealin-
stance.AfterreviewofthecomplaintKievAdministrativeCourtofAppealcancelledthedecisionof
thecourtofthefirstinstanceasillegalbyitsResolutiondated1February2011.TheResolutioncame
intoeffecton1February2011.

At27February2011SSMSCfiledacassationappealagainsttheResolutionofKievAdministra-
tiveCourtofAppealdated1February2011withtheSupremeAdministrativeCourtofUkraine.

InJuly2011,theSupremeAdministrativeCourtofUkraine legitimatedtheResolutionofKiev
AdministrativeCourtofAppealthatcameintoeffecton1February2011,andthecassationappeal
oftheSecuritiesandStockMarketStateCommissionwasdismissed.

TheGroup'smanagementassumesthat there isnoneedforanallowance in theconsolidated
financialstatementsasat31December2011inrespectoftheabovelitigation.

Intheordinarycourseofbusiness,theGroupisalsosubjecttootherlegalactionsandcomplaints.
Managementbelievesthattheultimateliability,ifany,arisingfromsuchactionsorcomplaintswill
nothaveamaterialadverseeffectonthefinancialconditionortheresultsoffutureoperationsofthe
Group.MovementinprovisionsforlegalclaimsisshowninNote20.

Taxation

Russiantaxlegislationissubjecttovaryinginterpretations,andchanges,whichcanoccurfre-
quently.Inaddition,certainprovisionsofBelarusianandUkrainiantaxlegislationmaygiveriseto
varyinginterpretationsandinconsistentapplications.TheBank’smanagement'sanditssubsidiaries’
management’s interpretationofsuch legislationasapplied to the transactionsandactivityof the
Groupcompaniesmaybechallengedbytherelevanttaxauthorities.TrendswithintheRussianFede-
rationsuggestthatthetaxauthoritiesaretakingamoreassertivepositionintheirinterpretationof
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thelegislationandassessmentsand,asaresult, it ispossiblethattransactionsandactivitiesthat
havenotbeenchallengedinthepastmaybechallenged.Assuch,significantadditionaltaxes,penal-
tiesandinterestmaybeaccrued.

PursuanttotheinterpretationoftheRussianMinistryofFinancestatedintheletterdated31
December2011,specialpurposeentitiesincorporatedinIrelandforthepurposesofissuingEuro-
bondsarenotsubjecttobenefitsundertheDoubleTaxationTreatybetweenIrelandandRussia.If
Russiantaxauthoritiesfollowthisapproach(andpossibly,applyittootherbond-issuingstructures
in countries other than Ireland), a fee of 20% of the tax not withheld from interest paid to such
Eurobond-issuingcompanies in2009-2011,apenaltyand,possibly,a requirement topaya20%
taxmaybeimposedontheGroup.TheRussianMinistryofFinancedeclareditsplanstointroducea
billclarifyingapplicablelegalrequirements.Ifthebillispassed,thetaxriskfor2011andpreceding
yearswillbeeliminated.TheGroup'smanagementbelievesthatitsinterpretationoftaxlegislation
onEurobondswillbesustainedandthiscontingencywillhavenosignificantimpactontheGroup's
consolidatedfinancialstatements.

At31December2011,managementbelievesthatitsinterpretationoftherelevantlegislationis
appropriateandthattheGroup’staxpositionwillbesustained.

Commitments and contingencies

At31December,theGroup’scommitmentsandcontingenciescomprised:

2011 2010

Credit related commitments
Undrawnloancommitments 568,066 436,271

Guarantees 103,049 156,237

Lettersofcredit 80,790 49,806

751,905 642,314
Operating lease commitments

Notlaterthan1year 1,322 1,240

Laterthan1yearbutnotlaterthan5years 2,256 1,691

Laterthan5years 963 1,013

4,541 3,944

26.Commitmentsandcontingencies(continued)

Taxation (continued)

(inmillionsofRussianrubles)
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2011 2010

Capitalexpenditurecommitments 19,559 10,901

776,005 657,159

Lessprovisions(Note20) (147) (152)

Commitments and contingencies (before deducting collateral) 775,858 657,007
LessGroup'scashandpromissorynotesheldassecurityagainstguaranteesandlettersof
credit (5,130) (7,752)

Commitments and contingencies 770,728 649,255

At 31 December 2011, the Group advised export letters of credit for a total amount of RUB
73,890million(31December2010:RUB72,416million)andreceivedreimbursementauthoriza-
tionfromtheissuingcreditinstitutionsforatotalofRUB2,364million(31December2010:RUB
2,956million).TheGroupbearsnocredit risksunderexport lettersofcreditandreimbursement
authorization.

At31December2011,credit relatedcommitments include liabilities in favorofonecounter-
party,astatecompany,intheamountofRUB33,924million,whichaccountsfor5%(31December
2010:RUB44,846million,7%)ofallcreditrelatedcommitments.

InOctober2011,theBanksignedacreditlineagreementintheamountofRUB36,000million
withamanufacturingcompanytoprovideacreditlineunderaprojectfinancingprogram.

At31December2011,theBanksignedcredit lineagreementswithtenresidentbanks inthe
amountofRUB35,500millionundertheVnesheconombank'sInvestmentProgramtosupportaf-
fordablehousingconstructionandmortgageprojects.

FortheperiodfromOctobertoDecember2011theBankenteredintomaterialloanagreements
intheamountofRUB77,407millionwithcompaniesoperatingintheelectricpower,oilandgas,
finance,manufacturingandagriculturalsectors.

Insurance

At31December2011theGroup'spremisesare insuredforRUB9,847million (31December
2010:RUB12,241million).TheGrouphasnotcurrentlyobtained insurancecoveragerelated to
liabilitiesarising fromerrorsoromissions.Liability insurance isgenerallynotavailable inRussia,
RepublicofBelarusandUkraineatpresent.

(inmillionsofRussianrubles)
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27.Netfeeandcommissionincome

Netfeeandcommissionincomecomprise:

2011 2010

Cashandsettlementoperations 3,582 3,230

Guaranteesandlettersofcredit 3,295 2,033

Agencyfees 556 557

Trustmanagementofpensionfunds 279 236

Operationswithsecurities 150 175

Otheroperations 779 1,284

Fee and commission income 8,641 7,515

Fee and commission expense (2,029) (1,485)

Net commission income 6,612 6,030

28.Gainslesslossesfrominvestmentsecuritiesavailableforsale

Gains less losses from investment securities available for sale recognized in the statement of
incomecomprise:

2011 2010

Gainslesslossesonsaleofinvestmentsecuritiesavailableforsale,previouslyrecognized
inothercomprehensiveincome(Note25) 15,607 35,154

Lossesonimpairmentofinvestmentsecuritiesavailableforsale(Note25) (8,910) (22,276)

Othergainsfromredemptionofinvestmentsecurities 3,433 251

Total gains less losses from investment securities available for sale 10,130 13,129

29.Otheroperatingexpenses

Otheroperatingexpensescomprise:

2011 2010

Advertisingexpenses 1,504 1,437

Sponsorship 1,096 136

Administrationexpenses 955 653

(inmillionsofRussianrubles)
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2011 2010

Auditandconsulting 923 588

Charity 919 607

Insurance 801 435

Amortizationofintangibles 539 348

Legalservices 422 509

Lossonsaleoffinancialassets(loansandaccountspayable) 389 –

Depositinsurance 383 356

Marketingandresearch 259 199

Penaltiesincurred 17 20

Contributiontonon-statepensionfund 11 4

Impairmentchargeforpropertyandequipment(Note18) – 91

Other 3,337 2,450

Other operating expenses 11,555 7,833

30.Profitfromdiscontinuedoperations

InApril2010,theGroupacquired100%sharesofАMURMETALHOLDINGLIMITED,acompany
holdingsharesoftheentity,whichistheownerofagroupofmetallurgicalenterprises.Thegroup
wasclassifiedasadisposalgroupheldforsaleunderprovisionsofIFRS5andincludedinthe5th
operatingsegment.

InDecember2010,theGroupenteredintoanoptionagreementforthesaleoftheaboveinterest,
whichresultedinthelossofcontroloverthedisposalgroup.Lossfromdiscontinuedoperationsrelat-
edtothedisposalgroup,duringtheperiodfromthedateofacquisitiontilllossofcontrolamounted
toRUB2,194million,profitrecognizedondisposalofthegroup–RUB2,366million.

31.Riskmanagement

Introduction

TheGroup'soperationsexposeittofinancialrisks,whichitdividesintocreditrisk,liquidityrisk
and market risk, the latter being subdivided into interest rate risk, currency risk and equity risk.
Groupmembersmanagefinancialrisksthroughaprocessofongoingidentification,measurement
andmonitoring,aswellasbytakingstepstowardsreducingthelevelofrisk.
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TheGroupisalsosubjecttooperationalriskandstrategicrisk.Strategicriskisdefinedbythe
GroupasariskofanegativeeffectontheGroup'soperationsarisingfrommistakes(deficiencies)
madeindecisionsthatdeterminestrategyoftheGroup;thisrisk ismanagedbytheGroupinthe
courseofitsstrategicplanningprocess.

TheprocessofriskmanagementiscriticaltoensurethatrisksacceptedbytheGroupwouldnot
affectitsfinancialstability.EachbusinessdivisionwithintheGroupinvolvedinoperationsexposed
toriskisaccountableforcontrollingthelevelofrisksinherentinitsactivitiestotheextentprovided
intheinternalregulations.

Risk management structure in place at Group members

TypicalorganizationalstructureofriskmanagementinplaceatGroupmembersconsistsofthe
followingelements:

¬¬ Thesupremecollegialmanagementbody(SupervisoryBoard,BoardofDirectors)takesstra-
tegicdecisionsaimedatorganizingandsupportingtheoperationoftheriskmanagementsystem.

¬¬ Collegialmanagementbodies(ManagementBoard,BankingRiskManagementCommittee,
Financial Committee, Asset and Liability Management Committee, Credit Committee, Technology
Committee)andsinglemanagementbodies(ChairmanoftheBank,ChairmanoftheManagement
Board) prepare/adopt management decisions within their established authority, over a particular
typeofactivityortypeofrisk.

¬¬ Independentriskmanagementbusinessdivision(RiskManagementDepartment,RiskAnalysis
andControlDepartment)coordinatesactivitiescarriedoutbyindependentbusinessdivisionstoimple-
mentriskmanagementdecisionstakenbymanagementbodies,includingdevelopmentofaregulatory
frameworkthatunderliesriskassessmentandcontrol,independentassessmentandsubsequentcon-
trolofrisklevel,andpreparesriskreportsforGroupmembermanagementonaregularbasis.

¬¬ Businessdivisionsengaging in/supportingoperationsexposedtorisksperforminitialrisk
identificationandassessment,controlcompliancewithestablishedlimitsandgenerateriskreports
subjecttotherequirementsoftheadopted/approvedregulatoryframework.

31.Riskmanagement(continued)

Introduction (continued)
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¬¬ TheInternalControlFunctioncontrolscompliancewithrequirementsofinternalregulations
andevaluatestheeffectivenessoftheriskmanagementsystem.Followingthecompletionofrespec-
tiveaudits,theInternalControlFunctionreportsitsfindingsandrecommendationstoGroupmem-
bermanagement.

In2011,theriskmanagementcoordinationwithintheGroupofVnesheconombankwasfurther
developed.Apackageofmeasuresaimedatharmonizingtheapproachestoriskmanagementwas
consistentlyimplementedwithinthegroupofsubsidiarybanksingeneral,toincludeapproachesto
riskassessmentanddevelopmentofthelimitspolicy.

Vnesheconombank's risk management structure

TheSupervisoryBoardisthesuprememanagementbodyoftheBank.Withinthescopeofpowe-
rsdelegatedtothatbodybytheMemorandumonFinancialPoliciesandFederalLawNo.82-FZ,the
SupervisoryBoard isresponsibleforestablishingspecificparametersof theBank's investingand
financingactivitiesincludingthoserelatedtoriskmanagement.AlongwiththeSupervisoryBoard,
theBank'smanagementstructurecomprisesothermanagementandcollegialbodiesandbusiness
divisionsthatareresponsibleforcontrollingandmanagingrisks.

Supervisory Board 

PursuanttotheRegulationontheSupervisoryBoard,powersoftheBank’sSupervisoryBoardin
theareaofriskmanagementinclude:theapprovalofproceduresgoverningtheactivitiesofinternal
controlfunction,creditpolicyregulations,proceduresforprovidingguarantees,suretiesandloans
tocreditinstitutionsandotherlegalentities,methodsandproceduresformeasuringcreditriskpara-
meters and limits, methodology for calculating the Bank’s equity (capital) amount and capital
adequacy ratio, impairment and other losses provisioning procedures, regulations on the Bank’s
managementbodies.

TheSupervisoryBoarddecidesonapprovingtransactionsinvolvingacquisition,disposalorpo-
tentialdisposalofassetswhosecarryingvalueaccountsforatleast10%oftheBank'sequityand
establishes the maximum amount of funds allocated to manage the Bank's temporarily idle cash
(liquidity).

WithinthescopeofpowersdelegatedtoitbytheMemorandumonFinancialPoliciesandFederal
LawNo.82-FZ,theSupervisoryBoardestablishesparametersoftheBank'sinvestingandfinancing
activities,setslimitsandestablisheslimitationsonthestructureoftheBank'sloanportfolio.
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Management Board

Theriskmanagement-relatedauthoritiesoftheManagementBoardincludemakingdecisions
toapprovetransactionsoranumberofinterrelatedtransactionsassociatedwithacquisition,dis-
posalorpotentialdisposalofassetswhosecarryingvalueaccountsfor2%to10%oftheBank's
equity.

TheManagementBoarddraftsproposalsregardingVnesheconombank'smajorlinesofbusiness
andparametersofitsinvestingandfinancingactivities(includingthoserelatedtoriskmanagement)
andsubmitssuchproposalsforapprovalbytheSupervisoryBoard.

Chairman of Vnesheconombank

With regard to risk management-related aspects of the Bank's operations, the Chairman of
Vnesheconombankissuesordersandresolutions,approvespoliciesandtechnicalproceduresgove-
rningbankingtransactions.

TheChairmanofVnesheconombankdecidesonothermattersrelatedtoriskmanagement
exceptforthosefallingwithinthecompetenceoftheSupervisoryBoardandtheManagement
Board.

Credit Committee

TheCreditCommitteeistheBank'sstandingcollegialbodywhoseprimaryobjectiveistodevelop
conclusionsasaresultofconsideringsuggestionsforgranting loans,guarantees,suretiesandfi-
nancingonarepayablebasis,participationinsharecapitaland/orpurchaseofbonds,settinglimits
bycounterpartyandissuer,aswellasdebtrecoveryandwrite-off.

Assets and Liabilities Committee

TheAssetsandLiabilitiesCommitteeistheBank'sstandingcollegialbodywhoseprimaryobjec-
tiveistodevelopconclusionsandrecommendationsforassetsandliabilitiesmanagement,includ-
ingissuesrelatedtomanagingtheBank'smarketandstructuralrisksandensuringthattheBank's
operationsarebreak-even.

31.Riskmanagement(continued)

Introduction (continued)
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Working Group on Coordination of Subsidiary Banks' and Financial Companies' Liquidity and 
Risk Management

KeycompetencesoftheWorkinggroupincludecoordinationofactivitywithinthegroupofsub-
sidiarybanksandfinancialcompaniesofVnesheconombankinordertoensureconsistentliquidi-
tyandriskmanagement,provideconditions forefficient implementationofpoliciesonmanaging
assets and liabilities and risks within the group of subsidiary banks and financial companies of
Vnesheconombank.

Working Group on Coordination of Public Borrowings of Subsidiary Banks and Companies of 
Vnesheconombank

KeycompetencesoftheWorkinggroupincludeassistingsubsidiarybanksandfinancialcompa-
niesofVnesheconombankbypreparing reportsandrecommendationson the followingactivities
of Vnesheconombank group of companies: improvement of coordination of public borrowings of
Vnesheconombanksubsidiarybanksandcompanies,raisingfundsforVnesheconombanksubsidiary
banksandcompanies,andreconcilingkeyparametersforthisprocess.

Internal Control Function

TheInternalControlFunctionisresponsibleformonitoring,onacontinuousbasis,thefunction-
ingof thebankingriskmanagementsystemasprovided in the internal regulations.Following the
completionof therespectiveaudits, the InternalControlFunctionreports its findingsandrecom-
mendationstotheBank'smanagement.

Risk Management Department

TheRiskManagementDepartmentisanindependentbusinessdivisiondesignedtomaintainthe
efficientfunctioningoftheriskmanagementsystemincompliancewiththerequirementsofsuper-
visoryandregulatorybodies,internationalstandardsgoverningbankingriskmanagementpractices
inordertoensuretherequisitereliabilityandfinancialstabilityoftheBank.

TheRiskManagementDepartmentisresponsiblefordevelopingmethodsandproceduresforthe
assessmentofvarioustypesofrisks,draftproposalstolimittherisklevel,performfollow-upmonitor-
ingofcompliancewiththeestablishedrisklimitsandrelevantriskdecisions,andpreparereporting
documentsforeachtypeofrisksandeachlineoftheBank'sbusiness.

TheRiskManagementDepartment isresponsibleformonitoringcompliancewithriskpolicies
andprinciples,andforassessingrisksofnewproductsandstructuredtransactions.TheRiskMana-
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gementDepartmentiscomposedofunitsthatareresponsibleforcontroloverthelevelofexposures
byeachtypeofriskandeachlineoftheBank'sbusiness,aswellasadivisionresponsibleformonitor-
ingrisksofsubsidiarybanks.

Directorate for Currency and Financial Transactions 

TocontroltheBank'sday-to-dayliquidity,theDirectorateforCurrencyandFinancialTransactions
monitorscompliancewiththeestablishedminimumlevelsofliquidityandmaturitygapsinassetsand
liabilities.TheDirectoratepreparesregularforecastsoftheBank'sestimatedleveragebysourceoffund-
ing,performsdailymonitoringofopenpositionlimitsbyclassoffinancialinstrumentsandoperations
performedbytheDirectorateonmoney,equityandcurrencymarketsaswellascounterpartylimits.

TheDirectoratemonitorsthemarketvalueandliquidityofcollateralprovidedbytheBank'scoun-
terparties.

Independentlyfromotheroperatingdivisions,theAnalyticalUnitwithintheDirectorateanalyzes
thecurrentsituationonmoney,equityandcurrencymarkets.

Economic Planning Department 

The Economic Planning Department is involved in the development of methodological docu-
mentsformanagingtheBank'sfinancialrisks.TheDepartmentmonitorstheBank'sfinancialstabil-
ityparameters,includingcapitaladequacyratio.TheDepartmentcoordinatestheactivitiesacross
theBankrelatingtotheestablishmentofallowancesforlosses.

Risk management

Risk measurement and reporting systems

TheBank'srisksaremeasuredusingthemethodologiesapprovedbytheBank'sauthorizedbod-
ieswhichallowassessingboth theexpected loss likely toarise innormalcircumstancesandun-
expectedlosses,whichareanestimateoftheultimatepossiblelossatagivenlevelofprobability.
Lossesaremeasuredonthebasisoftheanalysisandprocessingofhistoricaldatarelatingtorisk
factorsunderlyingsuchlossesandtheestablishedpatterns(models)usedtodeterminetherelation-
shipbetweenchangesinriskfactorsandlossevents.Statisticalpatternsderivedfromtheanalysisof

31.Riskmanagement(continued)
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historicaldataareadjusted,asappropriate,toaccountforthecurrentoperatingenvironmentofthe
Bankandsituationonthemarkets.

TheBankalsoappliesstresstestingpracticestorunworsecasescenariosthatwouldarisein
caseextremeeventswhichareunlikelytooccurdo,infact,occur.

Monitoring and limiting risks is primarily performed based on limits established by the Bank.
TheselimitsreflectthelevelofriskwhichisacceptablefortheBankandsetstrategicprioritiesfor
eachlineoftheBank'sbusiness.

Toassessandmonitortheaggregatecreditandmarketriskexposure,theBankcomputescapital
adequacyratioinaccordancewiththemethodologyapprovedbytheBank'sSupervisoryBoardand
basedonapproachessetoutinregulationsissuedbytheBankofRussia.Theminimumcapitalad-
equacyratioof10%hasbeenset.

Information compiled from all the businesses is examined and processed in order to analyze,
controlandearlyidentifyrisks.Theaboveinformationandanalyticalcommentsthereonarecom-
municatedregularlytotheBank'smanagementbodies,headsofbusinessdivisionsandtheInternal
ControlFunction.ThereportingfrequencyisestablishedbytheBank'smanagementbody.There-
portsincludethelevelofriskandriskprofilechangesbyeachtypeofrisksandmainbusinessline,
respectiveestimatedvalues,updatesoncompliancewiththeexistingrisklimits,assessmentofthe
amountofunexpected lossesbasedon thevalueat riskmethodology (VaR), resultsof sensitivity
analysisformarketrisks,andtheBank'sliquidityratios.

Toensuretimelyresponsetochangesininternalandexternaloperatingenvironment,headsof
businessdivisionsareobligedtonotifytheBank'smanagementofanyfactorscontributingtobank-
ingrisks.Informationistobecommunicatedinaccordancewiththeproceduresetforthinthecor-
respondinginternaldocumentsgoverningtheactivitiesofthebusinessdivisions.

TheRiskManagementDepartment, jointlywithother responsiblebusinessdivisions, regularly
monitorscompliancewiththeexistinglimits,analyzesriskfactorsassociatedwithfinancialandnon-
financialcounterparties, jurisdictions,countries,market instruments,andtheBank'sposition ina
givenmarketsegmentandanalyzeschangesinthelevelofrisk.

Risk mitigation

Aspartofitsriskmanagement,theBankmayusederivativesandotherinstrumentstomanage
exposuresarisingfromchangesininterestrates,currencyrates,equityprices,creditriskfactors,and
exposuresarisingfromchangesinpositionsunderforecasttransactions.
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TheBankactivelyusescollateraltoreduceitscreditrisks(seeaboveformoredetail).

Excessive risk concentration

Concentrationsarisewhenanumberofcounterpartiesareengagedinsimilarbusinessactivities,
oractivitiesinthesamegeographicregion,orhavesimilareconomicfeatures,orwhentheirability
tomeetcontractualobligationswillbesimilarlyaffectedbypossiblechangesineconomic,political
orotherconditions.Concentrations indicate the relativesensitivityof theBank’sperformance to
developmentsaffectingaparticularindustryorgeographicallocation.

Inordertocontrolthelevelofriskconcentrations,theBank’spoliciesandproceduresinclude
guidelinesandrestrictionsdesignedtomaintainadiversifiedportfolio.

Credit risk

CreditriskistheriskthattheBankwillincuralossbecauseitscustomers,clientsorcounterpar-
tiesfailedtodischargetheircontractualobligationsinfullwhentheyfalldue.TheBankmanages
andcontrolscreditriskbyplacinglimitsontheamountofriskitiswillingtoacceptinrelationtoone
counterparty,groupsofcounterpartiesand to industrysegmentsandregions,andbymonitoring
exposuresinrelationtotheexistinglimits.

Withintheframeworkofriskmanagement,theBankensurescompliancewiththefollowinglimits
establishedintheMemorandumonFinancialPolicies:

¬¬ themaximumlimitofexposureperindividualborroweroragroupofrelatedborrowersshall
notexceed25%oftheBank'sequity(capital);

¬¬ theaggregatevolumeofmajorexposuresshallnotexceed800%oftheBank'sequity(capital).

Vnesheconombank'sSupervisoryBoardisentitledtosetadditionallimits,includingthoserelated
tothestructureoftheVnesheconombank'sloanportfolio.

Whenextendingguaranteesunderexportoperationsandarrangingforexportloaninsurance
againstpoliticalandcommercialrisks,theBankcomplieswiththelimitationssetforthintheMemo-
randumonFinancialPolicies,wherebythemaximumvalueoftheBank'scommitmentsinrespect

31.Riskmanagement(continued)
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of one borrower or a group of related borrowers should not exceed 25% of the Bank's equity
(capital).

TheBankadoptsasystemicapproachtomanagingrisksassociatedwiththeBank'sentireas-
setportfolioandthoseattributabletoindividualtransactionsenteredintowithborrowers/coun-
terparties(agroupofrelatedborrowers/counterparties).Suchapproachconsistsofthefollowing
steps:

¬¬ riskidentification;

¬¬ riskanalysisandassessment;

¬¬ riskacceptanceand/orriskreduction;

¬¬ risklevelcontrol.

Creditriskismanagedthroughoutallthestagesofthelendingprocess:loanapplicationreview,
executionofalending/documentarytransaction(establishmentofacorrespondingcreditlimit),loan
administration(maintainingloanfiles,etc.),monitoringtheloan(creditlimit)drawdownstatus,moni-
toringtheborrower'sfinancialpositionandrepaymentperformanceuntilfullsettlementhasbeen
made(credit/documentarylimithasbeenclosed),monitoringthestatusofthecurrentinvestment
project.Sincetransactionsthatarebearingcreditriskmaynotonlyinvolvecreditriskassuch,but
giverisetootherrisks(e.g.marketrisk,projectrisk,collateralrisk),theBankperformsacomprehen-
siveassessmentofrisksattributabletosuchtransactions.

Theprincipleofmethodological integrityprovidesfortheuseofaconsistentmethodologyfor
identifyingandmeasuringcreditriskwhichisinlinewiththenatureandscaleofoperationscon-
ductedbytheBank.TheassessmentmethodologyforthecreditriskoftheGroupmembersisbeing
amendedtoharmonizeapproachestocreditriskassessmentusedwithintheGroupandinorderto
complywiththeBank'sstandards.

TheBankhasestablishedacreditqualityreviewprocesstoprovideearlyidentificationofpos-
siblechangesinthecreditworthinessofcounterparties,includingregularcollateralrevisions.Coun-
terpartylimitsareestablishedbytheuseofacreditriskclassificationsystem,whichassignseach
counterpartyacreditrating.Creditratingsaresubjecttoregularrevision.Thecreditqualityreview
processallowstheBanktoassessthepotentiallossasaresultoftheriskstowhichitisexposedand
takecorrectiveaction.
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Credit-related commitments risks

TheBankmakesavailabletoitscustomersdocumentaryoperationswhichmayrequirethatthe
Bankmakepaymentsontheirbehalf.Suchpaymentsarecollectedfromcustomersbasedonthe
termsoftheguarantee/letterofcreditgiven.TheyalsoexposetheBanktocreditriskswhichare
mitigatedbythesamecontrolprocessesandpolicies.

Themaximumexposuretocreditriskforthecomponentsoftheconsolidatedstatementoffinan-
cialpositiondoesnotexceedamountspresentedinthebalancesheet.

Formoredetailsonthemaximumexposuretocreditriskforeachclassoffinancialinstrument,
referencesshallbemadetothespecificnotes.Theeffectofcollateralandotherriskmitigationtech-
niquesisshowninNote14.

Wherefinancialinstrumentsarerecordedatfairvalue,theamountsshownaboverepresentthe
currentcreditriskexposurebutnotthemaximumriskexposurethatcouldariseinthefutureasa
resultofchangesinvalues.

Credit quality per class of financial assets

The credit quality of financial assets is managed by the Bank using internal credit ratings.
Theratingsystemissupportedbyavarietyoffinancialanalytics,combinedwithprocessedmarket
informationtoprovidetheinputsformeasuringthecounterpartyrisk.Notpastdueandnotimpaired
assetsaresubdividedintoassetswithhigh,standardandsub-standardgrade.Gradesareassigned
basedontherequirementsofthenationalstandardsforassetsqualityassessmentandinternation-
alratingsofsecurities issuers.Highgradeassetscomprisedemandstocounterpartieswithgood
financialposition,absenceofoverduepayments,orsecuredbytheguaranteesoftheRussianGov-
ernment,andsecuritieswithhighinternationalcreditratings.Probabilityofthebreachofcontrac-
tual terms with regard to such assets can be evaluated as low. Standard grade assets comprise
demandstocounterpartieswithaveragefinancialpositionorassetswithnooverduepayments,which
werenotincludedinhighgradeassets.Probabilityofthebreachofcontractualtermswithregardto
suchassetscanbeevaluatedasaverage.Otherfinancialassets,notpastdueandnotimpaired,are
assignedasubstandardgrade.Sincenotallindividuallyimpairedassetsareconsideredpastdue,not
pastdueindividually impairedassetsandpastdueassetsareseparated.Creditriskmeasurement
methodologyhasbeenapprovedbytheBank'sSupervisoryBoard.Group-wideguidelinesforassess-
ingthecreditqualityofassetshavebeendevelopedforthepurposeofpreparingGroup'sconsoli-
datedfinancialstatements.

31.Riskmanagement(continued)
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Thetablebelowshowsthecreditqualitybyclassofassetsforcreditrisk-relatedlinesofthecon-
solidatedstatementoffinancialposition,basedontheGroup'screditratingsystem.Theinformation
isbasedoncarryingamountsanddoesnotincludeallowanceforimpairment.

Notpastdue

Notimpaired

Notes Highgrade
2011

Standard
grade
2011

Sub-
standard

grade
2011

Individu-
allyimpai-
red2011

Pastdue
2011

Total
2010

Amounts due from credit 
institutions 12

Subordinatedloans 339,172 10,768 – – – 349,940
Interbankloansundersmalland
medium-sizedbusinesssupport
program

49,616 8,777 – 230 28 58,651

Mortgagebonds 1,079 – – – – 1,079
Otheramountsduefromcredit
institutions 47,438 981 2 4 – 48,425

437,305 20,526 2 234 28 458,095

Loans to customers 14

Commercialloans 103,371 342,254 81,011 51,227 56,213 634,076

Projectfinance 67,151 151,961 83,607 143,906 18,034 464,659

Netinvestmentsinleases 117,632 4,003 1,284 38 678 123,635

Financingofoperationswithsecurities 37,080 3,322 – – 1,408 41,810

Back-to-backfinance 34,328 – – – – 34,328

Promissorynotes 3,889 14,669 2,689 – 78 21,325

Reverserepurchaseagreements 2,281 17,014 37 7 – 19,339

Pre-exportfinance 6,397 4,294 38 210 1,953 12,892

Claimsunderlettersofcredit 298 6,005 2,176 16 2,508 11,003

Mortgagebonds 753 – – – – 753

Other 24,805 3,346 27 – 234 28,412

397,985 546,868 170,869 195,404 81,106 1,392,232

Debt investment securities 15
Available-for-sale(includingthose
pledgedunderrepurchaseagreements) 184,107 25,691 3,355 – – 213,153

Held-to-maturity 17,701 78 – – 75 17,854

201,808 25,769 3,355 – 75 231,007

Total 1,037,098 593,163 174,226 195,638 81,209 2,081,334

Notpastdue

Notimpaired

Notes Highgrade
2010

Standard
grade
2010

Sub-
standard

grade
2010

Individu-
allyimpai-
red2010

Pastdue
2010

Total
2010

Amounts due from credit institutions 11

Subordinatedloans 346,066 1,024 – – – 347,090

(inmillionsofRussianrubles)
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Notpastdue

Notimpaired

Notes Highgrade
2010

Standard
grade
2010

Sub-
standard

grade
2010

Individu-
allyimpai-
red2010

Pastdue
2010

Total
2010

Interbankloansundersmallandmedium-
sizedbusinesssupportprogram 43,306 5,276 1,211 258 – 50,051

Otheramountsduefromcredit
institutions 16,939 815 1,116 58 1,291 20,219

406,311 7,115 2,327 316 1,291 417,360

Loans to customers 13

Commercialloans 128,938 148,541 52,961 58,666 48,740 437,846

Projectfinance 2,462 167,283 50,065 140,477 12,260 372,547

Netinvestmentsinleases 46,698 674 133 – 47 47,552

Financingofoperationswithsecurities 13,808 4,839 215 27 2,029 20,918

Back-to-backfinance 2,604 – – – – 2,604

Promissorynotes 49 11,064 8,416 – 77 19,606

Reverserepurchaseagreements 983 2,570 – 16 330 3,899

Pre-exportfinance 5,835 4,586 6,175 109 1,890 18,595

Claimsunderlettersofcredit – 16 2,307 93 2,517 4,933

Mortgagebonds

Other 3,362 34 7 234 – 3,637

204,739 339,607 120,279 199,622 67,890 932,137

Debt investment securities 14
Available-for-sale(includingthose
pledgedunderrepurchaseagreements) 137,413 44,933 9,194 113 8 191,661

Held-to-maturity 20,058 1,406 72 – 81 21,617

157,471 46,339 9,266 113 89 213,278

Total 768,521 393,061 131,872 200,051 69,270 1,562,775

Aging analysis of past due but not individually impaired loans per class of financial assets

Thetablebelowshowsthecarryingamountsofpastduebutnotimpairedloansbythenumber
ofdayspastdue:

Lessthan
7days
2011

7to30
days

2011

Morethan
30days

2011
Total

2011

Loanstocustomers:

Projectfinance – 2 – 2

Commercialloans 460 301 4,614 5,375

31.Riskmanagement(continued)

Credit risk (continued)
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Lessthan
7days
2011

7to30
days

2011

Morethan
30days

2011
Total

2011

Netinvestmentsinleases 240 281 141 662

Other 2 0 0 2

702 584 4,755 6,041

Lessthan
7days
2010

7to30
days

2010

Morethan
30days

2010
Total

2010

Loanstocustomers:

Commercialloans 189 347 3,126 3,662

SeeNote14formoredetailedinformationwithrespecttotheallowanceforimpairmentofloans
tocustomers.

Impairment assessment 

Themainconsiderationsfortheloanimpairmentassessmentincludewhetheranypaymentsof
principalor interestareoverduebymorethan30daysor thereareanyknowndifficulties in the
cashflowsofcounterparties,creditratingdowngrades,orinfringementoftheoriginaltermsofthe
contract. Impairmentassessmentisperformedintwoareas: individuallyassessedallowancesand
collectivelyassessedallowances.

Individually assessed allowances

Theallowancesappropriateforeachindividuallysignificantloanaredeterminedonanindividual
basis.Itemsconsideredwhendeterminingallowanceamountsincludethesustainabilityofthecoun-
terparty’s business plan, its ability to improve performance once a financial difficulty has arisen,
projected receipts and the expected dividend payout should bankruptcy ensue, the availability of
financialsupport,therealizablevalueofcollateral,andthetimingoftheexpectedcashflows.The
impairment lossesareevaluatedateachreportingdate,unlessunforeseencircumstancesrequire
morecarefulattention.

Collectively assessed allowances

Allowancesareassessedcollectivelyforimpairmentofloanstocustomersthatarenotindividu-
allysignificant(includingcreditcards,residentialmortgagesandunsecuredconsumerlending)and
forindividuallysignificantloanswherethereisnotyetobjectiveevidenceofindividualimpairment.
Allowancesareassessedoneachreportingdatewitheachportfolioreceivingaseparatereview.
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Thecollectiveassessmenttakesaccountofimpairmentthatislikelytobepresentintheportfolio
eventhoughthereisnoyetobjectiveevidenceoftheimpairmentinindividualassessment.Impair-
mentlossesareestimatedbytakingintoconsiderationthefollowinginformation:historicallosseson
theportfolio,currenteconomicconditions,theappropriatedelaybetweenthetimealossislikelyto
havebeenincurredandthetimeitwillbeidentifiedasrequiringanindividuallyassessedimpairment
allowance,andexpectedreceiptsandrecoveriesonceimpaired.

Financialguaranteesandlettersofcreditarealsoassessedandprovisionismadeinasimilar
mannerasforloans.

Liquidity risk and funding management

LiquidityriskistheriskthattheGroupwillbeunabletomeetitsfinancialobligationswhenthey
falldue.

TheGroupmanagesitsliquidityriskatthefollowinglevels:

¬¬ EachbankwithintheGroupmanagesitsliquidityonastandalonebasissothatitcanmeetits
obligationsinfullandcomplywithrequirementsofthenationalregulator;forthispurposerelevant
policiesandprocedureshavebeendevelopedthatdetailtheliquidityriskassessmentandcontrol
process;

¬¬ Liquidity-relatedissuesareconsideredontheGroup'slevelatthemeetingsoftheWorking
grouponcoordinationofsubsidiarybanks'andfinancialcompanies'liquidityandriskmanagement
andtheWorkinggrouponcoordinationofpublicborrowingsofVnesheconombank'ssubsidiaries.

Groupmembersassessliquidityriskusinganalysisofthematuritystructureofassetsandlia-
bilities,andaliquidassetcushionundervariousscenarios.Tolimitliquidityrisk,Groupmembers
controlliquiditygapsandtheleveloftheliquidassetcushion.SubsidiarybankswithintheGroup
alsoforecastandcontrolcompliancewithmandatoryliquidityratiosestablishedbynationalregu-
lators.

AsapartoftheliquidityriskmanagementprocesstheGroupmembersperformthefollowingac-
tionslimitingtheliquidityrisk:

31.Riskmanagement(continued)

Credit risk (continued)
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¬¬ Regularly monitor the bank's liquidity situation, supervise the compliance with the estab-
lishedlimitsandreviewthem;

¬¬ Maintain a well-balanced maturity and currency structure of assets and liabilities and an
optimalliquidassetcushion;

¬¬ Maintainadiversifiedstructureoffundingsourcesanddirectionsofinvestmentsbycoun-
terparty;

¬¬ Developplanstoraisedebtfunding;

¬¬ Assesssustainedbalancesoncustomers'accounts,monitorthelevelofconcentrationofbala-
ncesoncustomers'accountsinordertopreventanabruptoutflowoffundsfromcustomers'accounts;

¬¬ Performcashflowmodelingandsuperviseliquidityratiosundervariousscenariosthatre-
flectchangesinthemacroeconomicandmarketoperatingenvironment;

¬¬ PerformstresstestingoftheBank'sexposureto liquidityriskandfinancialmarketcondi-
tionsonaregularbasisandasandwhensignificantchangesinexternalandinternalfactorsarise
orareexpected.

Operationalcontroloverliquidityratios,includingliquiditygaps,isperformedattheBankbythe
Directorate forCurrencyandFinancialTransactions.Thesubsequentcontrol isperformedbythe
RiskManagementDepartment.LiquiditycontrolresultsarereportedtotheBank'smanagementand
usedformakingmanagementdecisions.

Inaddition,forthepurposesof identifyingavailablesourcestocoveranunexpecteddeficitof
liquidassets,theBankdailymonitorsandforecaststheliquidityreserve.Theliquidityreservecom-
prisesthefollowing:

¬¬ CashontheBank'scorrespondentaccounts,cashonhand,cashonaccountsinstockex-
changeandclearingcenters,andthenetbalanceoftheBank'sovernightplacements;

¬¬ Short-termdepositsplacedwithbanksconsideredbytheBankashighlyreliable;

¬¬ Liquidsecuritiesmeasuredatfairvaluelessanydiscountforunexpectedlossesduetomar-
ketriskrealizationthatcanbepromptlyconvertedintocashorusedasacollateralizedfunding.
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Inordertotakeintoaccountanypossiblechangesinprojectedcashflows,theBankusesapro-
cedureofstresstestingliquidityratiosinaccordancewithscenarioscoveringbothinternalfactors,
specifictotheBank,andexternalfactors:

¬¬ non-fulfillmentbytheBank'scounterpartiesoftransaction,loananddebtobligations(credit
riskrealization);

¬¬ decreaseinthemarketvalueofthesecuritiesportfolio(marketriskrealization);

¬¬ unexpectedoutflowoffundsfromcustomers'accounts;

¬¬ reductionintheexpectedinflowoffundstocustomers'accounts;

¬¬ reducedorclosedaccesstofinancialmarketresources;

¬¬ reductionintheBank'screditrating;

¬¬ earlyrepaymentoftheattractedinterbankloansduetothebreachesofsetfinancialcove-
nants.

TheRiskManagementDepartmentusestheprocedureofliquidityratiosstresstestingonasched-
uledandunscheduledbasis.Scheduledstresstestingiscarriedoutonamonthlybasis.Unscheduled
stresstestingiscarriedoutupondecisionofanauthorizedbodyoftheBank,aswellasincaseof
anindicationofpotentialstresschangesininternalandexternalriskfactors,uponinitiativeofthe
Bank'sfunctionsinvolvedinliquiditycontrolactivities.FindingsoftheanalysisoftheBank'sliquid-
ityindicatorscalculatedforvariousscenariosarecommunicatedbytheRiskManagementDepart-
menttotheDirectorateforCurrencyandFinancialTransactionsandtheBank'smanagementand
areusedinmakingdecisionsonmeasuresrequiredforregulatingliquidityandplanningtheBank's
operations.

IncaseofanemergencytheBankusesthefollowingliquiditysupportmechanisms:

¬¬ sellingtheportfolioofhighlyliquidassets(concludingrepurchaseagreements);

¬¬ limitingthevolumeoftransactionswithcounterpartieshavingahighcreditrisklevel;

31.Riskmanagement(continued)

Liquidity risk and funding management (continued)
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¬¬ suspendingissuanceofloans,guaranteesandcreditlines;

¬¬ takingmeasurestoclosepositionsinlowliquidsecuritiesandtoassignloanportfolio-related
receivables;

¬¬ strengtheningcooperationwithBank'scustomersforthepurposeofshort-termplanningthe
Bank'sliquiditysituationandsettingthefundswithdrawalschedule;

¬¬ maintainingtransparencyoftheBank'soperations.

At31December2011and2010,monetaryassetsandliabilitiesoftheGroup,excludingreceiva-
blesfromtheRussianGovernmentunderLondonClubarrangementsandamountsduetoLondon
Clubcreditors,hadthefollowingmaturities:

Upto1
month
2011

1to6
months

2011

6to12
months

2011

Over1
year

2011

Nostated
maturity

2011
Total

2011

Monetary assets:

Cashandcashequivalents 158,896 19,132 – – – 178,028

Preciousmetals 93 – – – 167 260
Financialassetsatfairvaluethrough
profitorloss 42,516 4,042 790 42,365 4,649 94,362

Amountsduefromcreditinstitutions 11,634 41,004 24,718 380,342 – 457,698

Loanstocustomers 52,632 151,505 168,944 855,842 – 1,228,923

Investmentsecurities:

available-for-sale 209,273 – – 11,295 233,717 454,285

held-to-maturity 245 1,019 1,009 15,506 – 17,779
Investmentsecuritiespledgedunder
repurchaseagreements 1,498 – 3,217 – – 4,715

DuefromtheRussianGovernment – – – – 124 124

Investmentsinassociates – – – – 5,894 5,894

Incometaxassets – 595 – 2,737 – 3,332

Otherfinancialassets 7,814 19,119 3,222 1,076 2,149 33,380

484,601 236,416 201,900 1,309,163 246,700 2,478,780

Monetary liabilities:

Amountsduetocreditinstitutions 128,549 36,586 39,691 267,188 – 472,014
Financialliabilitiesatfairvaluethrough
profitorloss 408 4,181 788 1,568 – 6,945

DuetotheRussianGovernmentandthe
BankofRussia 21,503 65,518 366,125 431,446 – 884,592

Amountsduetocustomers 161,700 94,225 66,785 29,714 – 352,424

Debtsecuritiesissued 3,621 13,225 14,928 229,256 – 261,030

Incometaxliabilities – 167 – 1,718 – 1,885

Otherfinancialliabilities 1,820 3,690 663 256 911 7,340

(inmillionsofRussianrubles)
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Upto1
month
2011

1to6
months

2011

6to12
months

2011

Over1
year

2011

Nostated
maturity

2011
Total

2011

317,601 217,592 488,980 961,146 911 1,986,230

Net position 167,000 18,824 (287,080) 348,017 245,789 492,550

Accumulated gap 167,000 185,824 (101,256) 246,761 492,550

Upto1
month
2010

1to6
months

2010

6to12
months

2010

Over1
year

2010

Nostated
maturity

2010
Total

2010

Monetary assets:

Cashandcashequivalents 186,796 9,876 — — — 196,672

Preciousmetals 92 — — — 201 293
Financialassetsatfairvaluethroughprofit
orloss 40,283 3,139 186 32,536 — 76,144

Amountsduefromcreditinstitutions 9,621 17,079 18,291 370,650 — 415,641

Loanstocustomers 22,001 88,535 114,832 562,558 — 787,926

Investmentsecurities:

available-for-sale 186,977 36,764 — — 248,014 471,755

held-to-maturity 132 2,466 1,112 17,826 — 21,536
Investmentsecuritiespledgedunder
repurchaseagreements 2,606 2,222 — — — 4,828

DuefromtheRussianGovernment — — — — 119 119

Investmentsinassociates — — — — 5,638 5,638

Incometaxassets — 712 — 1,638 — 2,350

Otherassets 4,481 1,967 4,631 1,595 136 12,810

452,989 162,760 139,052 986,803 254,108 1,995,712

Monetary liabilities:

Amountsduetocreditinstitutions 69,482 21,752 28,855 114,924 14 235,027
Financialliabilitiesatfairvaluethrough
profitorloss 432 1,171 707 3,106 — 5,416

DuetotheRussianGovernmentand
theBankofRussia 17,214 12,433 306,451 478,803 — 814,901

Amountsduetocustomers 150,889 79,694 37,248 22,267 — 290,098

Debtsecuritiesissued 5,355 39,906 8,606 133,080 — 186,947

Incometaxliabilities — 27 — 1,015 — 1,042

Otherfinancialliabilities 1,754 1,018 242 82 867 3,963

245,126 156,001 382,109 753,277 881 1,537,394

Net position 207,863 6,759 (243,057) 233,526 253,227 458,318

Accumulated gap 207,863 214,622 (28,435) 205,091 458,318

31.Riskmanagement(continued)

Liquidity risk and funding management (continued)
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Maturitiesrepresentremainingtermsuntilrepaymentinaccordancewithunderlyingcontractual
arrangementsatthereportingdate.

Whilethemajorityofavailable-for-salesecuritiesisshownas"upto1month",realizingsuchas-
setsupondemandisdependentuponfinancialmarketconditions.Significantsecuritypositionsmay
notalwaysbeliquidatedinashortperiodoftimewithoutadversepriceeffects.

Alternatively, theGroup’smanagementbelieves that thesubstantialpartof the investmentsin
equityinvestmentsecuritiesavailableforsalerecognizedin"nostatedmaturity"canguaranteesig-
nificantvolumesofliquiditywithinashortperiodoftime(upto1month)uponsaleofthesesecurities
onthemarketorconductingtransactionsonrepurchaseagreements.

Theseinvestments,inparticular,canensuretheclosingoftheliquiditygapofRUB101,256mil-
lionin"6to12months,2011".Itshouldalsobenotedthatthisliquiditygapwasformedmainlyatthe
expenseofinterest-bearingdepositsoftheBankofRussia,whichincludespecialpurposedeposits
attractedfortheprogramforfinancialsupporttoOJSC"Sviaz-Bank"andCJSC"GLOBEXBANK"in
theamountofRUB209,486million(Note8).Thematurityofthesedeposits(withnominalmaturity
of1year)wasextendedthreetimesin2009,2010and2011.InadditiontodepositsoftheBank
ofRussia,thisliquiditygapisinfluencedbytheinterest-bearingdepositoftheRussianMinistryof
FinancedenominatedinUSDattractedforthefinancingofinvestmentprojects.Thematurityofthis
deposit(withnominalmaturityof1.5years)wasextendedin2011.Takingintoconsiderationthis
factandthespecialpurpose-relatedcharacterofthesedeposits,theGroup’smanagementexpects
thatthematurityofthedepositsoftheBankofRussiaandtheRussianMinistryofFinancewillbe
alsoextendedin2012.

AmountsduetotheRussianGovernment,otherthandepositsfromtheBankofRussia,generally
donotcarryaspecifiedmaturityandareshownashavingamaturityofuptoonemonth.Inpractice,
theseamountsaremaintainedinthestatementoffinancialpositionforlongerperiods.

Analysis of financial liabilities by remaining contractual maturities  

ThetablebelowsummarizesthematurityprofileoftheGroup’sfinancialliabilitiesat31Decem-
ber2011and2010basedoncontractualundiscountedrepaymentobligations.Exceptionismadefor
derivatives(assetsandliabilities),whichareshownbyamountspayableandreceivableaswellasthe
costoftherealizablenon-monetaryassetsandbycontractualmaturity.Repaymentswhicharesubject
tonoticearetreatedasifnoticeweretobegivenimmediately.However,theGroupexpectsthatmany
customerswillnotrequestrepaymentontheearliestdatetheGroupcouldberequiredtopayandthe
tabledoesnotreflecttheexpectedcashflowsindicatedbytheGroup’sdepositretentionhistory.

(inmillionsofRussianrubles)
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Financialliabilities
At31December2011

Lessthan
3months

3to12
months

1to5
years

Over
5years Total

Amountsduetocreditinstitutions 148,657 61,293 267,916 47,773 525,639

Derivativefinancialinstrumentssettledthrough
deliveryofunderlyingasset

Contractualamountspayable 68,124 101,834 26,430 367 196,755

Fairvalueofsoldunderlyingasset 6,112 2,022 29,181 – 37,315

Contractualamountsreceivable (75,687) (103,900) (77,390) (217) (257,194)
DuetotheRussianGovernmentandtheBankof
Russia 27,008 444,623 149,389 577,589 1,198,609

Amountsduetocustomers 214,547 116,531 31,409 1,891 364,378

Debtsecuritiesissued 8,846 25,716 141,215 211,139 386,916

Otherliabilities 4,651 2,451 344 10 7,456

Total undiscounted financial liabilities 402,258 650,570 568,494 838,552 2,459,874

Financialliabilities
At31December2010

Lessthan
3months

3to12
months

1to5
years

Over
5years Total

Amountsduetocreditinstitutions 90,584 34,793 121,899 22,993 270,269

Derivativefinancialinstrumentssettledthrough
deliveryofunderlyingasset

Contractualamountspayable 118,735 84,441 18,345 2,541 224,062

Fairvalueofsoldunderlyingasset – – 35,928 – 35,928

Contractualamountsreceivable (120,105) (84,105) (52,245) (1,867) (258,322)
DuetotheRussianGovernmentandtheBankof
Russia 18,418 327,851 226,694 560,553 1,133,516

Amountsduetocustomers 181,708 91,430 24,623 1,541 299,302

Debtsecuritiesissued 8,104 47,588 52,758 169,927 278,377

Otherliabilities 3,574 325 85 16 4,000

Total undiscounted financial liabilities 301,018 502,323 428,087 755,704 2,028,202

Thematurityanalysisofliabilitiesdoesnotreflectthehistoricalstabilityofcustomers'current
accounts.Theirliquidationhashistoricallytakenplaceoveralongerperiodthanindicatedinthe
tablesabove.Thesebalancesare includedinamountsduein"lessthan3months" inthetables
above.

Includedinamountsduetocustomersaretermdepositsofindividuals.Inaccordancewiththe
Russian legislation, theGroup isobliged to repaysuchdepositsupondemandofadepositor.Ac-
cordingtothelegislationoftheRepublicofBelarusandUkraine,theGroupisobligedtorepaythe
amountofthesedepositsatthefirstcallofthedepositorwithinfivedays.SeeNote23.

31.Riskmanagement(continued)

Liquidity risk and funding management (continued)
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ThetablebelowshowsthecontractualexpirybymaturityoftheGroup'sfinancialcommitments
andcontingencies(lettersofcredit,guarantees,undrawnloanfacilities,reimbursementobligations).
Eachundrawnloancommitmentisincludedinthetimebandcontainingtheearliestdateitcanbe
drawndown.Forissuedfinancialguaranteecontracts,themaximumamountoftheguaranteeisal-
locatedtotheearliestperiodinwhichtheguaranteecouldbecalled.

Lessthan
3months

3to12
months

1to5
years

Over
5years Total

2011 737,122 – 14,783 – 751,905

2010 639,519 – 2,795 – 642,314

TheGroupexpectsthatnotallofthecontingentliabilitiesorcontractualcommitmentswillbe
drawnbeforeexpiryofthecommitments.

As at 31 December 2011, credit-related commitments presented in the "less than 3 months"
categoryincludeliabilitiesintheamountofRUB45,231million(31December2010–RUB60,744
million)whosematuritiesarelinkedtosettlementsunderexportcontracts.

Market risk

Marketrisk is theriskofadversechanges in the fairvalueor futurecashflowsof financial
instrumentsdue tochanges inmarketvariablessuchas interest rates, foreignexchangerates,
pricesforequities(equityrisk)andcommodities.ThepurposeoftheGroup'smarketriskmana-
gementactivities isprovidingabalancebetweenthe levelofacceptedrisksandprofitabilityof
bankingoperations.

Groupmembersmonitorthemarketrisklevelonadailybasis.Tocontrolthemarketrisklevel
andtosetitslimitstheGroupusesthesensitivityanalysis,calculationbasedonVaRmethodology
andstresstesting. ConsolidatedrisksoftheGroupareprimarilyassessedusingthesensitivity
analysis.

At theparententity level interest rate,currencyandequity risksareprimarilyassessedusing
theVaRmethodologywhichenablesassessingmaximumunexpected losses fromtheportfolioof
financialinstrumentsthatcanbeincurredduringacertainperiodoftime(projectionhorizon)with
agivenconfidencelevel.TheVaRmethodologyisaprobabilisticallystatisticalapproachthattakes
intoaccountmarketfluctuationsandrisksdiversificationundernormalmarketconditions.TheBank
appliestheadvancedVaRmethodologyaccordingtowhichtheweighingprocedureforstatistical
dataofriskfactorsdependsontheirhistoricaldistancefromthedateofcalculation.Formanage-
mentandexternalreportingpurposes,theBankusesVaRcalculationswitha99%confidencelevel
anda10-dayprojectionhorizontoassessthepriceriskoftheportfolioofmarketsecuritiesanda
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1-dayprojectionhorizontoassesstheriskoftheopencurrencypositionoftheBank.Thedepthof
retrospectivedatausedforVaRcalculationis670workingdays.

VaRcalculationresultsareassessedbytheBanksubjecttolimitationsinherentintheVaRmetho-
dology,i.e.possiblefailuretocomplywithinitialassumptions,namely:

1) historicalobservationsusedtocalculateunexpectedlossesinthefutureperiodmightnot
containallpossiblefuturechangesinriskfactors,especiallyincaseofanyextrememarketevents;

2) usageofagivenprojectionhorizonassumesthattheBank'spositionsinfinancialinstruments
canbeliquidatedorhedgedoverthisperiod.ShouldtheBankhavelargeorconcentratedpositions
and/orshouldthemarketloseitsliquidity,theusedperiodoftimemightbeinsufficientforclosingor
hedgingpositionsbutunexpectedlossesestimatedwithVaRwouldremainwithinsetlimits;

3) applyinga99%confidenceleveldoesnotpermitassessinglossesthatcanbeincurredbe-
yondtheselectedconfidencelevel;

4) theVaRmethodologyassessestheamountofunexpectedlossesfromtheportfoliooffinan-
cialinstrumentsundertheassumptionsthatthevolumeofpositionswillremainconstantoverthe
projectionhorizonandtheBankwillnotperformtransactionsthatchangethevolumeofpositions.
ShouldtheBankbeengagedinpurchaseandsaleoffinancialinstrumentsovertheprojectionhori-
zon,VaRestimatescandifferfromestimatesofactuallosses.

TocontroltheadequacyoftheVaRcalculationmodel,theBankregularlyusesback-testingpro-
ceduresthatenableittoassessdifferencesbetweenestimatedandactuallosses.

Inordertoobtainmorepreciseestimates,theBankismakingeffortstoenhanceinputsusedin
the current model which provides adequate estimates under normal market conditions. Also, the
Bankismakingeffortstoimproveapproachesthattakeintoaccountextraordinary(stress)changes
inthemarketbehaviorintheprocessofriskmanagement.

TheBankperformsstresstestingproceduresonregularandunplannedbasisthatenablesthe
Bank toassessstress losses fromrealizationofunlikelyextraordinaryeventson financial instru-
ments’portfoliosandopencurrencypositions,i.e.lossesthatareoutofpredictivelimitsofprobabi-
listicallystatisticalmethods.Theaboveapproachsupplementstheriskestimateobtainedfromthe
VaRmethodologyandsensitivityanalysis.TheBankusesawiderangeofhistoricalandhypothetical

31.Riskmanagement(continued)
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(user)scenarioswithinstresstestingprocedures.StresstestingresultsarereportedtotheBank’s
managementandusedformakingmanagementdecisions.

Interest rate risk

Interestrateriskarisesfromthepossibilitythatchangesininterestrateswilladverselyaffectthe
fairvaluesorfuturecashflowsoffinancialinstruments.

The interest rate policy of Group members refers to maintenance of a balanced structure of
claimsandobligationssensitivetochangeininterestrates(interestrateposition)thatprovideslimi-
tationofpossibleunfavorablechangeinnetinterestincomeand/orequityofaGroupmemberatan
acceptablelevel.

Theproceduresofidentification,assessmentandcontrolofthelevelofinterestrateriskinGroup
membersareformalizedthroughdevelopedinternalregulationsandrulesandwellasrequirements
ofnationalregulators.Groupmembersperformsensitivityanalysisofnetinterestincomeandequity
usingdifferentscenariosofmarket interest ratechanges for thepurposeofcontrolling financial
lossesarisingfromunfavorablechangesininterestrates.

Inaddition,bankswithintheGroupforecastandcontrolthecapitaladequacyratiosubjecttothe
effectoftheinterestraterisk.

Groupmembersuseanumberofmarketinstruments,includingIRS,tomanageitsinterestrate
sensitivityandrepricinggapsrelatedtochangesininterestratesofassetsandliabilities.

Inperformingthesensitivityanalysisofthenetinterestincomeandequitytheinterestrategap
methodisused.Theinterestrategapmethodisusedtoassesschangesintheamountofnetinter-
estincomeandequitybyusingdataonmismatchofclaimsandobligationssensitivetointerestrate
changesaggregatedatgivenmaturityintervals.Acombinationofnegativescenariosthattakeinto
accounttheeffectofinternalandexternalriskfactorsrelatedtothemarketsituationisusedasa
partoftheanalysis.Scenariosarepreparedeitherbasedonhypotheticaleventsthatcanoccurinthe
futureorbasedonpastevents–historicalstressscenarios.

Sensitivityanalysis isperformedonregularandunplannedbasis.Thebasis foranunplanned
sensitivitycalculationisasfollows:

¬¬ expectedappearanceoflargeorconcentratedpositionsinfinancialinstruments’portfolios
orsignificantchangesintheirvalue,whichcansignificantlyaffectthebalanceoftheinterestrate
position;
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¬¬ expectationsofsignificantchangesinthemarketsituationaswellassocio-politicaland/or
economiceventsthatcanhaveasignificantadverseimpactontheamountofnetinterestincome/
equity.

TheBankusestwoapproachesinmodelingriskfactors.Thestatisticalapproachisbasedonthe
followingassumptions:

1) theactualstructureofvolumeandmaturitiesofclaimsandobligationsiskeptconstantin
thewholeprojectionhorizon;

2) changesinthetermstructureofinterestratesoccurinstantlyasofthereportingdateand
onceduringtheprojectionhorizon.

Inadditiontothestatisticalapproachtomodelingriskfactors,theBankperformsthesensitivity
analysisbymodelingdynamicchangesininterestratesandthevolumeandmaturitystructureof
claimsandobligationsusingamorecomplexsetofassumptionsmadebytheBankonacase-by-case
basis.

Thesensitivityofthestatementofincomeistheestimateoftheeffectoftheassumedchanges
ininterestratesonthenetinterestincomebeforetaxforoneyearcalculatedforfloatingratefi-
nancialassetsandfinancialliabilitiesheldat31December2011and2010,aswellastheamount
ofrevaluationoffixedratetradingfinancialassetsandderivativefinancialinstruments.Thesen-
sitivityofequitytochangesininterestratesiscalculatedastheamountofrevaluationoffixed
rateavailable-for-salefinancialassetsincaseofassumedchangeininterestrates.Theeffectof
revaluation of financial assets was calculated based on the assumption that there are parallel
shiftsintheyieldcurve.

Thefollowingtabledemonstratesthesensitivitytoareasonablypossiblechangeininterestrates
bykeyreferencerates,withallothervariablesheldconstant,oftheGroup'sstatementofincome.

ThesensitivitywascalculatedforinstrumentswithintheGroup'sportfolio,excludingbondsheld
withintheBank'sportfolio.TheinterestrateriskforthisbondportfoliowascalculatedusingtheVaR
methodology.

31.Riskmanagement(continued)

Market risk (continued)
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Rate
Increase

in%,
2011

Sensitivityof
thestatementof

income2011

Sensitivity
ofequity

2011

3-mLiborUSD 0.50% (977) –

3-mLiborEUR 0.50% 186 –

3-mMosprime 2.75% (781) –

3-mUkrainianinterbank 7.50% 237 –

YTM5YGermanTreasuries 1.50% (36) –

YTM5YUSTreasuries 1.00% 290 (170)

RGBEY 4.50% (1,771) (7,206)

YTMUkrainiansovereignbonds 5.00% – (291)

BelarusianGKOandGDOrates 15.00% 245 –

RefinancingrateofBankofRussia 0.50% 632 –

RefinancingrateofNBRB 15.00% 963 –

RefinancingrateofNBU 1.25% 8 –

Rate
Decrease

in%,
2011

Sensitivityof
thestatementof

income2011

Sensitivity
ofequity

2011

3-mLiborUSD -0.20% 391 –

3-mLiborEUR -0.20% (74) –

3-mMosprime -2.75% 781 –

3-mUkrainianinterbank -10.00% (316) –

YTM5YGermanTreasuries -0.10% 2 –

YTM5YUSTreasuries -0.10% (29) 17

RGBEY -1.00% 394 1,601

YTMUkrainiansovereignbonds -5.00% – 291

BelarusianGKOandGDOrates -5.00% (82) –

RefinancingrateofBankofRussia -0.25% (316) –

RefinancingrateofNBRB -20.00% (1,285) –

RefinancingrateofNBU -0.25% (2) –

Rate
Increase

in%,
2010

Sensitivityof
thestatementof

income2010

Sensitivity
ofequity

2010

3-mLiborUSD 0.75% (949) –

3-mLiborEUR 0.75% (30) –

3-mMosprime 3.00% (848) –

3-mUkrainianinterbank 10.00% 105 –

YTM5YGermanTreasuries 0.60% 59 –

YTM5YUSTreasuries 1.00% 115 (380)

RGBEY 3.00% (942) (4,080)

YTMUkrainiansovereignbonds 10.00% – (707)

BelarusianGKOandGDOrates 10.00% 4,208 (12)

RefinancingrateofBankofRussia 1.00% 623 –

(inmillionsofRussianrubles)
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Rate
Increase

in%,
2010

Sensitivityof
thestatementof

income2010

Sensitivity
ofequity

2010

RefinancingrateofNBRB 1.00% 73 –

Rate
Decrease

in%,
2010

Sensitivityof
thestatementof

income2010

Sensitivity
ofequity

2010

3-mLiborUSD -0.10% 126 –

3-mLiborEUR -0.25% 10 –

3-mMosprime -1.00% 283 –

3-mUkrainianinterbank -5.00% (52) –

YTM5YGermanTreasuries -0.60% (59) –

YTM5YUSTreasuries -1.00% (115) 380

RGBEY -1.00% 314 1,360

YTMUkrainiansovereignbonds -2.00% – 141

BelarusianGKOandGDOrates -3.00% (1,263) 3

RefinancingrateofBankofRussia -0.25% (156) –

RefinancingrateofNBRB -1.00% (73) –

BelowareVaRmeasuresforthebondportfoliooftheBankat31December2011and2010:

2011 2010

VaR 4,532 4,644

Currency risk

Currency risk is the risk that the fairvalueofa financial instrumentor futurecash flowswill
changeduetochangesinforeignexchangerates.

Groupmemberscalculateonadailybasisopencurrencypositionsbyassetsandliabilitiesrecord-
edinthestatementoffinancialposition,andclaimsandobligationsnotrecordedinthestatementof
financialposition,whicharesubjecttochangesincurrencyandpreciousmetalsrates.Banksofthe
Groupsetlimitsonthecumulativeopenpositionaswellaslimitsonopenpositionsineachcurrency
andforpreciousmetalsbasedontherequirementsofthenationalregulator.

TheVaRestimateobtainedusingthehistoricalmodelingmethodwitha99%confidencelevel
anda1-dayprojectionhorizonisusedbytheBankasacurrencyriskestimate.Theaggregatecur-

31.Riskmanagement(continued)

Market risk (continued)
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rencyriskinrespectoftheBank'sopencurrencypositionsisestimatedsubjecttohistoricalcorrela-
tionofexchangeratesofforeigncurrenciesagainsttheRuble.

ThetablebelowshowsopencurrencypositionsoftheBankat31December2011and2010,
whichincludeitemsofthestatementoffinancialpositionandcurrencypositionsinderivativefinan-
cialinstrumentsbycurrenciesagainsttheRussianRuble(openpositions).

2011 2010

UAH 28,428 22,579

BYR 3,378 7,373

EUR 1,829 2,175

HKD 214 202

Othercurrencies 133 104

CAD 95 (54)

CZK 78 –

GBP 70 (55)

CHF (647) (2,048)

JPY (1,367) (3,747)

USD (50,422) 5,221

BelowistheBank'sVaRmeasureforopencurrencypositionsat31December2011and2010:

2011 2010

VaR 1,097 1,447

CurrencyrevaluationoftheBank'snominalinvestmentsinnon-negotiablesharesofsubsidiaries
maynotreflectchangesintherealeconomicvalueofthesecompanies.

Inordertoassessthisfactor,theriskrelatedtotheadjustedaggregateopencurrencyposition
wascalculatedwitheliminationofpositionsinUAHandBYRwhichwerebasedmainlyoninvest-
mentsinsubsidiarybanks.

TheBank'sVaRmeasureforopencurrencypositionsat31December2011,exceptforinvest-
ments insubsidiaries,wasRUB1,010million.TheBank'sVaRforopencurrencypositionsat31
December2010,exceptforinvestmentsinsubsidiaries,wasRUB107million.

The table below shows the sensitivity of open currency positions of the Group (excluding the
Bank)at31December2011and2010.Theanalysiscalculatestheeffectofareasonablypossible
movementofthecurrencyrateagainsttheRubleonthestatementofincome(duetothefairvalue
ofcurrencysensitivefinancialassetsandliabilities).Allothervariablesareheldconstant.Anegative

(inmillionsofRussianrubles)
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amountinthetablereflectsapotentialnetreductioninthestatementofincomeorequity,whilea
positiveamountreflectsanetpotentialincrease.

Currency
Change

incurrency
ratein%

2011

Effect
onprofit

beforetax,
2011

Change
incurrency

ratein%
2010

Effect
onprofit

beforetax,
2010

24.42% 1,455 24.95% 1,947

UAH –24.42% (1,455) –24.95% (1,947)

12.13% (597) 10.83% (753)

USD –12.13% 597 –10.83% 753

29.63% 150 14.41% 284

BYR –29.63% (150) –14.41% (284)

10.58% (50) 9.74% (128)

EUR –10.58% 50 –9.74% 128

12.78% (1) 12.15% (1)

GBP –12.78% 1 –12.15% 1

15.34% (1) 12.52% –

CHF –15.34% 1 –12.52% –

12.37% – 12.41% 1

CAD –12.37% – –12.41% (1)

16.51% – 16.63% 1

AUD –16.51% – –16.63% (1)

OperationalcontroloveropencurrencypositionsisperformedbytheDirectorateforCurrency
andFinancialTransactions.ThesubsequentcontrolisperformedbytheRiskManagementDepart-
ment.ResultsofcontroloveropencurrencypositionsarereportedtotheBank'smanagementand
usedformakingmanagementdecisions.

Equity price risk

Equitypriceriskistheriskofadversechangesinthefairvaluesorfuturecashflowsofafinancial
instrumentasaresultofchangesinthelevelsofequityindicesandthevalueofindividualequities.

GroupmembersusetheVaRmethodologyand/orportfoliosensitivityanalysistoassesstheeq-
uitypricerisk.

BelowareVaRmeasuresfortheequityportfoliooftheBankat31December2011and2010:

31.Riskmanagement(continued)

Market risk (continued)
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2011 2010

VaR 40,952 31,627

Togetherwithoptionsthathedgeinfullcertainpositionsinsharesandareincludedwithinthe
Bank’sportfolioasatthereportingdates,VaRmeasuresfortheequityportfoliooftheBankat31
December2011and2010areasfollows:

2011 2010

VaR 34,580 26,139

TheBanksetsaggregateexposurelimitsforeachportfoliobyclassofsecuritiesinordertolimit
equitypricerisk.Withinaportfolio"riskborrowing"ispermitted,i.e.changingthevolumeofopen
positionsunderindividualfinancialinstrumentssubjecttocompliancewiththesetlimitoftheag-
gregatemarketriskfortheportfolioandwithcreditrisklimitsbyissuer.

ThelimitsareapprovedbytheManagementBoardofVnesheconombankatthesuggestionofthe
RiskManagementDepartmentasagreedwithBank'sbusinessunits.Thesetlimitsarereviewedon
aregularbasis.

TheeffectonprofitbeforetaxandequityofotherGroupmembersofreasonablypossiblechange
inequityindices,withallothervariablesheldconstant,isasfollows:

Marketindex Changeinindex
in%,2011

Changeinequity
pricein%,2011

Effectonprofit
beforetax,2011

Effectonequity,
2011

47% 49% 3 4,981

MICEX –47% –49% (3) (4,981)

61% 61% (31)

RussianDepositaryIndexUSD –61% –61% 31

36%

UkrainianStockExchangeindex –36% – – –

Marketindex Changeinindex
in%,2010

Changeinequity
pricein%,2010

Effectonprofit
beforetax,2010

Effectonequity,
2010

47% 49% 223 2,743

MICEX –47% –49% (223) (2,743)

59%

RussianDepositaryIndexUSD –59% – – –

45% 44% 11

UkrainianStockExchangeindex –45% –44% – (11)



224
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

Prepayment risk

PrepaymentriskistheriskthattheGroupwillincurafinanciallossbecauseitscustomersand
counterpartiesrepayorrequestrepaymentearlierorlaterthanexpected.Managementbelievesthat
theGroup'sexposuretoprepaymentriskisinsignificant.

Operational risk

Operationalriskisdefinedasariskoflossesarisingfrominadequateinternalprocedures,fail-
uresofequipmentandinformationsystems(technologyrisk),humanerrorsormisconduct,andex-
ternalfactors.Legalriskisoneofthetypesofoperationalrisk.

OperationalrisksaremanagedinbanksoftheGroupbyaddressingclearlyallofthebank'sbusi-
nessprocessesinthecorrespondinginternaldocumentsandapplyinginternalcontrolstomonitor
thecompliancewiththeestablishedproceduresaswellasbyobtainingexternalinsurance.

TheBankhasdevelopedproceduresofcollectinginformationonriskeventsresultinginopera-
tional losses. The Bank's departments send information on risk events recorded in special forms
totheRiskManagementDepartment.Thesaid information isclassified, lossesareevaluatedand
reasonsforriskeventsareanalyzed.Ifneeded,theriskauditofdepartments,whereriskeventshave
occurred,isperformed,andchangesaremadetotheBank'sregulations.

TheBank'sTechnologyCommitteeisresponsibleformanagingandcontrollingtechnologyrisks.
TheBankingInfrastructureProtectionDepartmentisresponsibleforprovidinginformationanden-
gineeringsupporttoall thebusinessdivisions in implementingactionplansdesignatedtoensure
businesscontinuityintheeventofITfailures.

TheLegalDepartmentisresponsibleforlegalrisksandlegalsupportoftheBank'soperations.
TheBankreliesontemplatesdraftedbytheLegalDepartmentwhenpreparingtransactiondocu-
mentsfortransactionsexecutedwithcounterparties.Anynon-standardagreementsaretobeap-
provedby theLegalDepartment.TheLegalDepartment isalso responsible for the reviewof the
correspondingdocuments supplied bycounterparties thatdealwith themain linesof theBank's
business.TheBankengagesinternationallawfirmstoassistinexecutingtransactionswithforeign
partners.

31.Riskmanagement(continued)

Operational risk (continued)
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Whenperformingbankingtransactionsandconductingotheractivities in theeventofdisaster,
theBankappliesemergencyproceduresandactionplanswhicharegovernedbyinternaldocuments
providingguidancetoensurebusinesscontinuityand/ordisasterrecovery.Theabovedocumentsde-
scribeprinciplesusedtodesigninfrastructureriskprotectionframework,defineasetofmeasures
designatedtosupporttheoperabilityoftheBank'sprotectionsystem,principles,rulesandactionplans
tobeimplementedbypersonnelintheeventofdisaster.Withintheframeworkofactivitiesaimedat
providingforbusinesscontinuityareservefacilityisbeingdevelopedwhichwouldensuretherecovery
ofBank'soperationsinemergencysituationsthatpreventfromusingtheBank'smainbuilding.

32.Fairvalueoffinancialinstruments

TheGroupusesthefollowinghierarchyfordetermininganddisclosingthefairvalueoffinancial
instrumentsbyvaluationtechnique:

¬¬ Level1:quoted(unadjusted)pricesinactivemarketsforidenticalassetsorliabilities;

¬¬ Level2:techniquesforwhichallinputswhichhaveasignificanteffectontherecordedfair
valueareobservable,eitherdirectlyorindirectly;

¬¬ Level3: techniqueswhichuse inputswhichhavea significanteffecton the recorded fair
valuethatarenotbasedonobservablemarketdata.

Thefollowingtableshowsananalysisoffinancialinstrumentsrecordedatfairvaluebylevelof
thefairvaluehierarchy:

At31December2011 Level1 Level2 Level3 Total

Financial assets

Tradingfinancialassets 41,814 – – 41,814

Derivativefinancialinstruments – 20,887 8,581 29,468

Financialassetsdesignatedasatfairvaluethroughprofit
orloss 18,314 – 4,766 23,080

Investmentsecuritiesavailableforsale(includingthose
pledgedunderrepurchaseagreements) 422,248 23,917 12,835 459,000

482,376 44,804 26,182 553,362

Financial liabilities

Derivativefinancialinstruments – 6,808 137 6,945

– 6,808 137 6,945
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At31December2010 Level1 Level2 Level3 Total

Financial assets

Tradingfinancialassets 37,277 – – 37,277

Derivativefinancialinstruments – 10,566 719 11,285

Financialassetsdesignatedasatfairvaluethroughprofit
orloss 24,824 – 2,758 27,582

Investmentsecuritiesavailableforsale(includingthose
pledgedunderrepurchaseagreements) 452,984 22,479 1,120 476,583

515,085 33,045 4,597 552,727

Financial liabilities

Derivativefinancialinstruments – 5,416 – 5,416

– 5,416 – 5,416

Financial instruments recorded at fair value

Thefollowingisadescriptionofthedeterminationoffairvalueforfinancialinstrumentswhich
arerecordedatfairvalueusingvaluationtechniques.TheseincorporatetheBank’sestimateofas-
sumptionsthatamarketparticipantwouldmakewhenvaluingtheinstruments.

Derivatives

Derivativeproductsvaluedusingavaluationtechniquewithmarketobservableinputsaremainly
interestrateswaps,currencyswapsandforwardforeignexchangecontracts.Themostfrequently
appliedvaluationtechniquesincludeforwardpricingandswapmodelsusingpresentvaluecalcula-
tions.Themodelsincorporatevariousinputsincludingthecreditqualityofcounterparties,foreign
exchangespotandforwardratesandinterestratecurves.

Derivativeproductsvaluedusingavaluationtechniquewithsignificantnon-marketobservable
inputsareprimarilylong-termoptioncontracts.Suchderivativeproductsarevaluedusingmodels,
whichimplytheexerciseofoptionsintheshortestpossibleperiodoftime.

Trading securities and available-for-sale investment securities 

Tradingsecuritiesandavailable-for-saleinvestmentsecuritiesvaluedusingavaluationtechnique
arerepresentedmainlybynon-tradedequityanddebtsecurities.Suchassetsarevaluedusingvalu-
ationmodelswhichincorporateeitheronlyobservabledataorbothobservableandnon-observable
data. The non-observable inputs include assumptions regarding the future financial performance

32.Fairvalueoffinancialinstruments(continued)
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oftheinvestee,itsriskprofile,andeconomicassumptionsregardingtheindustryandgeographical
jurisdictioninwhichtheinvesteeoperates.

Movements in Level 3 financial instruments measured at fair value

ThefollowingtableshowsareconciliationoftheopeningandclosingamountofLevel3financial
assetsandliabilitieswhicharerecordedatfairvalue:

At1
January

2011

Transfers
between

levels

Gains/
(losses)

recorded
inprofit

orloss

Gains/
(losses)

recorded
inother

comprehen-
siveincome

Business
combina-

tions
Purchases

At31
December

2011

Financial assets

Derivativefinancialinstruments 719 8,132 (270) – – – 8,581
Financialassetsdesignatedasat
fairvaluethroughprofitorloss 2,758 – 276 – – 1,732 4,766

Investmentsecuritiesavailablefor
sale 1,120 112 101 9,244 (521) 2,779 12,835

Total Level 3 financial assets 4,597 8,244 107 9,244 (521) 4,511 26,182

Financial liabilities

Derivativefinancialliabilities – – (137) – – – (137)
Total Level 3 financial 
liabilities – – (137) – – – (137)

In2011,financialassetsweretransferredtoLevel3asinthereportingperiodinordertodeter-
minethefairvalueoffinancialassetstheGroupstartedapplyingtechniques,whichuseinputsthat
arenotbasedonobservablemarketdata.

At
1January

2010

Gains/(losses)
recordedin

profitorloss

Gains/(losses)
recordedinother

comprehensive
income

Purchases
At

31December
2010

Financial assets

Derivativefinancialinstruments 276 443 – – 719
Financialassetsdesignatedasatfairvalue
throughprofitorloss 1,747 (316) – 1,327 2,758

Investmentsecuritiesavailableforsale 406 (305) 897 122 1,120

Total Level 3 2,429 (178) 897 1,449 4,597

GainsorlossesonLevel3financialinstrumentsincludedinprofitorlossforthereportingperiod,
wereRUB30millionofunrealizedlosses(in2010–lossesofRUB178million).

Transfers between Level 1 and Level 2 

ThefollowingtableshowstransfersbetweenLevel1andLevel2ofthefairvaluehierarchyfor
financialassetsandliabilitieswhicharerecordedatfairvalue,duringthereportingyear:

(inmillionsofRussianrubles)
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TransfersfromLevel2toLevel1,

2011 2010

Financial assets

Investmentsecuritiesavailableforsale – 20

TransfersfromLevel1toLevel2,

2011 2010

Financial assets

Investmentsecuritiesavailableforsale 1,626 41

In2010,theabovefinancialassetsweretransferredfromLevel2toLevel1astheybecameac-
tivelytradedduringthereportingyear.TherewerenotransfersfromLevel2toLevel1in2011.

In2011and2010,theabovefinancialassetsweretransferredfromLevel1toLevel2asthey
ceasedtobeactivelytradedduringtheyearandtheirfairvalueswereconsequentlyobtainedthrough
valuationtechniquesusingobservablemarketinputs.

ImpactonfairvalueofLevel3financial instrumentsmeasuredatfairvalueofchangestokey
assumptions

ThefollowingtableshowstheimpactonthefairvalueofLevel3instrumentsofusingreasonably
possiblealternativeassumptions:

At31December2011

Carrying
amount

Effectofreasonably
possiblealternative

assumptions

Financial assets

Derivativefinancialinstruments 8,581 (232)

Financialassetsdesignatedasatfairvaluethroughprofitorloss 4,766 (6)

Investmentsecuritiesavailableforsale 12,835 (312)

Financialliabilities

Derivativefinancialliabilities (137) 0

At31December2010

Carrying
amount

Effectofreasonably
possiblealternative

assumptions

Financial assets

Derivativefinancialinstruments 719 7

32.Fairvalueoffinancialinstruments(continued)
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At31December2010

Carrying
amount

Effectofreasonably
possiblealternative

assumptions

Financialassetsdesignatedasatfairvaluethroughprofitorloss 2,757 (7)

Investmentsecuritiesavailableforsale 1,120 (34)

Inordertodeterminereasonablypossiblealternativeassumptions,theGroupadjustedkeyunob-
servablemodelinputsasfollows:

¬¬ Forotherfinancialassetsasatfairvaluethroughprofitorlossandderivativefinancialinstru-
ments,theGroupadjustedtheamountoftheassetsheldbytheclosed-endmutualfundbydecreas-
ingthatby3%assumingachangeinthemainpricingadjustments.

¬¬ Forderivativefinancialinstruments,theGroupadjustedtheinterestrateusedforcalcula-
tionofdiscountedcash-flowsnominatedinBYR,USD,EURandRUB.Theadjustmentdecreasedthe
interestrateby1,000basispointsforcash-flowsnominatedinBYRandby50basispointsforother
currencies.

¬¬ TheGroupadjustedtherateofreturnonequityby2%,whichisusedtodiscountexpected
cashflowsofthefirstissuer.Theadjustmentwasmadebyapplyingtheincreasedriskratiorelated
totheprojectedincome.

¬¬ Forsharesofthesecondissuer,theGroupadjustedtherateofreturnonborrowedcapitalby
1.2%whichisanelementofcalculationoftheweightedaveragecostofcapitalusedfordiscounting
expectedcashflowsoftheissuer.

¬¬ Forsharesofthethirdissuer,theGroupadjustedtheriskpremiumoninvestmentsinshares
by2%whichisanelementofcalculationoftheweightedaveragecostofcapitalusedfordiscounting
expectedcashflowsoftheissuer.

¬¬ In2010,forsharesofthefourthissuer,theGroupadjustedthemultiplier"Cost/Grossprofit"
by0.4%whichwasusedforcalculationofmarketvalueofowner’sequitybasedoncomparativeap-
proach(thesesharesweresoldduring2011inconnectionwithbusinesscombination).

Financial instruments not recorded at fair value in the statement of financial position

Setoutbelowisacomparison,byclass,ofthecarryingvaluesandfairvaluesoftheGroup’s
financialinstrumentsthatarenotrecordedatfairvalueintheconsolidatedstatementoffinan-
cialposition.Thetabledoesnotincludethefairvaluesofnon-financialassetsandnon-financial
liabilities.

(inmillionsofRussianrubles)
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Carryingvalue
2011

Fairvalue
2011

Unrecognized
gain/(loss)

2011
Carryingvalue

2010
Fairvalue

2010
Unrecognized

gain/(loss)
2010

Financial assets

Cashandcashequivalents 178,028 178,028 – 196,672 196,672 –

Amountsduefromcredit
institutions 457,698 459,280 1,582 415,641 415,705 64

Loanstocustomers 1,228,923 1,221,641 (7,282) 787,926 789,467 1,541

Investmentsecuritiesheldto
maturity 17,779 17,466 (313) 21,536 21,243 (293)

Financial liabilities

Amountsduetocredit
institutions 472,014 467,672 4,342 235,027 235,051 (24)

DuetotheRussian
GovernmentandtheBankof
Russia

884,592 884,606 (14) 814,901 814,901 

Amountsduetocustomers 352,424 352,021 403 290,098 291,408 (1,310)

Debtsecuritiesissued 261,030 262,468 (1,438) 186,947 187,524 (577)

Total unrecognized change 
in unrealized fair value (2,720) (599)

Thefollowingdescribesthemethodologiesandassumptionsusedtodeterminefairvaluesfor
those financial instruments which are not already recorded at fair value in the financial state-
ments.

Assets for which fair value approximates carrying value

Forfinancialassetsandfinancialliabilitiesthatareliquidorhavingashorttermmaturity(less
thanthreemonths)itisassumedthattheircarryingvalueapproximatestheirfairvalue.Thisas-
sumptionalsoappliestodemanddepositsandassetswithoutaspecificmaturity.

Fixed and floating rate financial instruments

Forquoteddebtinstrumentsfairvaluesarecalculatedbasedonquotedmarketprices.Thefair
valuesofunquoteddebtinstrumentsareestimatedbydiscountingfuturecashflowsusingrates
currentlyavailablefordebtonsimilarterms,creditriskandremainingmaturities.

32.Fairvalueoffinancialinstruments(continued)
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33.Relatedpartytransactions

InaccordancewithIAS24Related Party Disclosures,partiesareconsideredtoberelatedifone
partyhastheabilitytocontroltheotherpartyorexercisesignificantinfluenceovertheotherparty
inmakingfinancialoroperationaldecisions.Inconsideringeachpossiblerelatedpartyrelationship,
attentionisdirectedtothesubstanceoftherelationship,andnotmerelythelegalform.

Relatedpartiesmayenterintotransactionswhichunrelatedpartiesmightnot,andtransactions
betweenrelatedpartiesmaynotbeeffectedonthesameterms,conditionsandamountsastransac-
tionsbetweenunrelatedparties.

Relatedpartiesincludethestate,keymanagementoftheGroupandassociatedcompanies.Since
Vnesheconombankisastatecorporation,allstate-controlledentitiesorentitiesonwhichthestate
hasasignificantinfluence(collectively–state-relatedentities)areconsideredtoberelatedparties
oftheGroup.

Transactions with associates and key management personnel

Thevolumesoftransactionsassociatesandkeymanagementpersonnel,outstandingbalancesat
theyearend,andrelatedexpenseandincomefortheyearareasfollows:

2011 2010

Associates Keymanagement
personnel Associates Keymanagement

personnel

Amountsduefromcredit
institutionsat1January – – 971 –

Amountsplacedduringtheyear – – – –

Amountsrepaidduringtheyear – – (971) –

Otherchanges – – – –

Amounts due from credit 
institutions at 31 December – – – –

Lessallowanceforimpairment – – – –

Amounts due from 
credit institutions at 31 
December, net 

– – – –

Loanstocustomersat1January 147,035 17 125,932 22

Loansgrantedduringtheyear 10,562 132 20,642 7
Proceedsrelatedtochangesin
theGroup – 8 0 0

Loansrepaidduringtheyear (10,981) (24) (2,041) (8)

Write-offs – – (0) –

Otherchanges 2,764 1 2,502 (4)

Hyperinflation effect – (15) – –
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2011 2010

Associates Keymanagement
personnel Associates Keymanagement

personnel

Loanstocustomersat
31December 149,380 119 147,035 17

Lessallowanceforimpairment (35,686) (1) (40,216) (0)
Loans to customers at  
31 December, net 113,694 118 106,819 17

Interest income on loans  
to customers 7,498 8 7,403 (0)

Charge of allowance  
for impairment of loans  
to customers

(698) (0) (6,265) (0)

Other assets 236 0 61 –
Loansanddepositsreceived
fromcreditinstitutionsat
1January

– – 1,071 –

Loansanddepositsreceived
duringtheyear – – – –

Loansanddepositsrepaid
duringtheyear – – (1,069) –

Otherchanges – – (2) –
Loans and deposits received 
from credit institutions at  
31 December

– – – –

Current customer accounts 373 96 296 49

Customerdepositsat1January 1,389 952 4,052 647
Depositsreceivedduringthe
year 1,845 1,996 13,148 885

Proceedsrelatedtochangesin
theGroup 671 762  –

Depositsrepaidduringtheyear (1,895) (2,427) (15,817) (615)

Otherchanges (18) (29) 6 4

Hyperinflationeffect – (21) – –
Customer deposits at  
31 December 1,992 1,233 1,389 921

Interest expense on amounts 
due to customers (73) (75) (115) (81)

Debtsecuritiesissuedat
1January – – – –

Debtsecuritiesissuedduring
theyear – 50 – –

Debtsecuritiesrepaidduring
theyear – (50) – –

Otherchanges – – – –
Debt securities issued at  
31 December – – – –

33.Relatedpartytransactions(continued)

Transactions with associates and key management personnel (continued) 

(inmillionsofRussianrubles)
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2011 2010

Associates Keymanagement
personnel Associates Keymanagement

personnel

Interest expense on debt 
securities issued (9) – – –

Other liabilities 32 25 – 36
Guarantees issued and 
undrawn loan commitments 6,567 2 991 8

Fee and commission income, 
net 6 0 47 –

Other operating income 211 – 0 0

Other operating expenses (1) (63) (152) 0

Compensationtokeymanagementpersonnelcomprisesthefollowing:

2011 2010

Salariesandothershort-termbenefits 1,889 946

Socialsecuritycontributions 85 47

Total key management compensation 1,974 993

Transactions with the state, state institutions and state-related entities

TheinformationabouttransactionswiththeRussianGovernment,itsauthorizedinstitutionsand
theBankofRussiaisprovidedinNote8.

TheBankisservicing,inanagencycapacity,theforeigndebtoftheformerUSSRandtheRussian
FederationuntilthedatedeterminedbytheRussianGovernment(Note9).

In addition, at 31 December 2011 transactions with state-related entities include the Group's
depositswiththeCBRBankofRussiathatmaturewithin90daystotalingRUB120million(31De-
cember2010:RUB195million)(Note10)andcashnon-interest-bearingdeposits(obligatoryreserves)
maintainedbytheGroup'ssubsidiarybankswiththeBankofRussiaintheamountofRUB4,001million
(31December2010:RUB1,137million)(Note12).

InthenormalcourseofitsbusinesstheBankandGroup'ssubsidiariesgrantloanstostate-relat-
edcreditinstitutions,aswellasraisefinancingandissueguaranteesinregardtotheseinstitutions
(thelistoftransactionswiththecreditinstitutionsisnotcomplete).Thesetransactionsarecarried
outprimarilyundermarketconditions.Transactionswithstate-relatedcredit institutionsaccount
forthemajorportionofallGroup'soperationsongrantingloanstocreditinstitutionsandtheminor
portionoffinancingraisedfromcredit institutionsandguaranteesissued.Balancesofsignificant
transactionswithstate-relatedcreditinstitutionsat31December2011and2010arestatedinthe
tablebelow:

(inmillionsofRussianrubles)



234
CONSOLIDATED

FINANCIAL

STATEMENTS

GROUPOFSTATECORPORATION

"BANKFORDEVELOPMENTANDFOREIGN

ECONOMICAFFAIRS(VNESHECONOMBANK)"

Creditinstitution Typesoftransactions

Amountsduefromcreditinstitutions

At31December2011 At31December2010

Creditinstitution1 Subordinatedloans 182,140 180,609

Creditinstitution2 Subordinatedloans 86,318 86,014

Creditinstitution3 Subordinatedloans 22,767 22,576

Creditinstitution4 Subordinatedloans 22,565 –

Creditinstitution1 Interest-bearingloansanddepositswithcredit
institutionsmaturingwithin90days 14,006 –

Creditinstitution5 Subordinatedloans 10,135 10,052

Creditinstitution6 Interbankloansandterminterest-bearing
depositswithcreditinstitutions 4,691 4,602

Creditinstitution7 Interest-bearingloansanddepositswithcredit
institutionsmaturingwithin90days 3,866 –

Creditinstitution3 Interbankloansandterminterest-bearing
depositswithcreditinstitutions 3,861 3,754

Creditinstitution8 Interest-bearingloansanddepositswithcredit
institutionsmaturingwithin90days 3,300 2,000

Creditinstitution5 Interest-bearingloansanddepositswithcredit
institutionsmaturingwithin90days – 7,318

Creditinstitution9 Interest-bearingloansanddepositswithcredit
institutionsmaturingwithin90days – 4,572

Creditinstitution8 Interbankloansandterminterest-bearing
depositswithcreditinstitutions – 4,003

353,649 325,500

Creditinstitution Typesoftransactions

Amountsduetocreditinstitutions

At31December2011 At31December2010

Creditinstitution8 LoansandotherplacementsfromRussian
creditinstitutions 28,971 11,193

Creditinstitution1 LoansandotherplacementsfromRussian
creditinstitutions 22,106 –

Creditinstitution2 LoansandotherplacementsfromRussian
creditinstitutions 19,093 21,764

Creditinstitution10 LoansandotherplacementsfromRussian
creditinstitutions 5,954 –

Creditinstitution9 LoansandotherplacementsfromRussian
creditinstitutions 4,522 –

Creditinstitution11 LoansandotherplacementsfromOECD-
basedcreditinstitutions 4,423 5,292

Creditinstitution12 Loansandotherplacementsfromnon-
residentbanks 3,220 –

Creditinstitution5 LoansandotherplacementsfromRussian
creditinstitutions – 8,360

88,289 46,609

33.Relatedpartytransactions(continued)
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Borrower Industry

Loansto
customers

Undrawnloan
commitments

Loansto
customers

Undrawnloan
commitments

At31December2011 At31December2010

Customer1 Finance 35,081 – 2,604 37,000

Customer2 Realestateandconstruction 20,613 – 19,705 –

Customer3 Oilandgas 14,452 7,914 14,041 –

Customer4 Telecommunications 12,381 2,379 0 –

Customer5 Energy 11,870 7,813 6,590 12,904

Customer6 Energy 10,448 17,563 0 27,469

Customer7 Energy 7,392 – – –

Customer8 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

6,925 46,210 – –

Customer9 Finance 5,820 1,343 5,431 –

Customer10 Energy 4,944 1,000 5,297 1,000

Customer11 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

4,653 17,816 0 21,087

Customer12 Transport 3,558 – 3,477 –

Customer13 Transport 3,541 – 3,464 –

Customer14 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

3,140 2,248 1,896 –

Customer15 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

2,954 3,484 6,201 1,829

Customer16 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

2,623 – 4,653 –

Customer17 Telecommunications 2,413 – 4,846 2,500

Customer18 Energy – 12,000 – 12,000

Customer19 Realestateanddevelopment – 10,000 – 10,000

Customer20 Energy 0 4,687 – –

Customer21 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

1,472 4,107 0 –

Customer22 Energy 0 – 7,945 –

Customer23 Manufacturing,heavymachinery
andmilitary-relatedgoods
production

– – 7,620 –

Customer24 Telecommunications – – 3,820 –

Customer25 Telecommunications – – 3,496 –

Customer26 Telecommunications – – 3,403 –

Customer27 Telecommunications – – 3,379 –

Customer28 Oilandgas – – 3,354 –
154,280 138,564 111,222 125,789

(inmillionsofRussianrubles)
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Customer Industry

Amountsduetocustomers

At31December2011 At31December2010

Customer17 Telecommunications 36,369 32,667

Customer29 Infrastructuredevelopment 32,002 30,114

Customer1 Finance 15,961 0

Customer30 Energy 8,293 –

Customer31 Manufacturing,heavymachineryandmilitary-
relatedgoodsproduction 4,439 3,371

Customer32 Transport 4,294 16,591

Customer33 Manufacturing,heavymachineryandmilitary-
relatedgoodsproduction 3,000 0

Customer16 Manufacturing,heavymachineryandmilitary-
relatedgoodsproduction 1,383 4,001

Customer4 Telecommunications 0 6,704

105,741 93,448

Customer Industry

Guaranteesissued

At31December2011 At31December2010

Customer34 Manufacturing,heavymachineryandmilitary-
relatedgoodsproduction 33,846 44,846

Customer35 Manufacturing,heavymachineryandmilitary-
relatedgoodsproduction 8,902 12,351

42,748 57,197

Asat31December2011and31December2010,theGroup'sinvestmentsindebtsecuritiesis-
suedbytheRussianGovernmentcomprised:

At31December2011 At31December2010

Financialassetsatfairvaluethroughprofitorloss 11,490 13,495

Investmentsecurities

availableforsale 25,230 4,258

heldtomaturity 1,322 1,389
Investmentsecuritiesavailableforsaleandpledgedunderrepurchase
agreements – 2,277

(inmillionsofRussianrubles)

33.Relatedpartytransactions(continued)
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Asat31December2011and31December2010,therewerenotransactionsinvolvingderiva-
tivefinancialinstrumentswiththeRussianGovernment.

InthenormalcourseofbusinesstheGroupinvestsinsecuritiesissuedbystate-relatedissuers
and enters into derivative contracts with such counterparties. As at 31 December 2011 and 31
December2010,theGroup'sinvestmentsintosecuritiesissuedbystate-relatedissuers,aswellas
derivativetransactionswithsuchcounterpartiescomprised:

At31December2011 At31December2010

Equity
securities

Debt
securities

Derivative
financial

instruments
Equity

securities
Debt

securities
Derivative

financial
instruments

Financialassetsatfairvalue
throughprofitorloss 30,636 8,487 15,238 34,141 5,662 7,232

Investmentsecurities

availableforsale 172,072 119,571 – 206,670 125,407 –

heldtomaturity – 725 – – 4,854 –

Investmentsecurities
availableforsaleand
pledgedunderrepurchase
agreements

649 – – – 749 –

Financialliabilitiesatfair
valuethroughprofitorloss – – 152 – – 2,090

Significantfinancialresultsrelatedtotransactionswiththestatearepresentedbelow:

At31December2011 At31December2010

Interestexpense:

AmountsduetotheBankofRussia (12,248) (19,306)

AmountsduetotheRussianGovernment (39,277) (34,770)

34.Capitaladequacy

Thecapitaladequacyratioisoneofthemostimportantindicatorscharacterizingthelevelofrisks
acceptedbytheBankand,therefore,determiningitsfinancialstability.Tocomplywithaminimum
levelof10%setoutintheMemorandumonFinancialPoliciesandtomaintainahighcreditrating,
theBankmonitorsitscapitaladequacyratioonanongoingbasis.
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Themethodsofcomputingthecapitaladequacyratioareelaboratedonthebasisofregulations
issuedbytheBankofRussiaandwithregardtothegenerallyacceptableinternationalpracticesof
computingcapitaladequacyratios,andapprovedbytheSupervisoryBoardoftheBank.

In2011and2010,theBankcompliedwithcapitaladequacyratiorequirements.

At 31 December, the Bank’s capital adequacy ratio calculated in accordance with the above
methodswasasfollows:

2011 2010

Maincapital 484,505 455,653

Additionalcapital 62,618 62,184

Less:deductionsfromcapital (210,363) (154,247)

Total capital 336,760 363,590

Risk-weighted assets 2,315,833 1,805,426

Capitaladequacyratio 14.5% 20.1%

InordertomaintainoradjustthecapitalstructureandinaccordancewithFederallawNo.82-FZ,
thechartercapitaloftheBankmaybeincreasedpursuanttoaresolutionoftheRussianGovern-
mentontheaccountofadditionalmonetarycontributionoftheRussianFederationor incomeof
Vnesheconombank.ProposalsregardingincomedistributionaredraftedbytheManagementBoard
oftheBankandfurtherapprovedbytheSupervisoryBoard.

35.Subsequentevents

InJanuary2012,thereorganizationofCJSC"GLOBEXBANK"inaformofaffiliationofOJSCNTB
wascompleted.AsthesuccessorofOJSCNTB,CJSC"GLOBEXBANK"shallundertakeitsliabilitiess
infullandwithinthetermspreviouslystipulated.

InJanuary2012,theBankissuedacounter-guaranteeforastatecompanyintheamountofRUB
4,073million(equivalenttoUSD130millionatthedateofissuance).

34.Capitaladequacy(continued)
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InFebruary2012,theBankplacedEurobondswitha5-yearmaturityperiod intheamountof
USD750million(RUB22,419millionatthedateofplacement)throughaspecialpurposeentity.

In February 2012, under OJSC "Belvnesheconombank"’s private subscription for additional
shares,Vnesheconombankpaid for4,055,000,000shares (equivalent toRUB1,456millionasat
thedateofpayment).Asatthedateofsigningthereport,areportonplacingtheadditionalissueof
sharesofOJSCBelvnesheconombankwasnotcompleted.

InFebruary2012, theBankplaced3-yearcurrencybonds in theamountofUSD500million
(RUB14,890millionatthedateofplacement)atMICEXthroughanopensubscription.Thisbond
issueprovidesfora1-yearoffer.

InFebruary2012,underthefinancingagreementwiththeFundfortheCapitalizationofRussian
Banks(theFCRB)VnesheconombanktransferredUSD250million(RUB7,445millionatthedate
oftransfer)totheInternationalFinanceCorporation(IFC).TheFCRBtobeestablishedistoinvestin
thecapitalofRussianuniversalsecondechelonbanksactivelyoperatingintheregionsandfunding
smallandmedium-sizedreal-sectorbusinesses.

In February 2012, OJSC "VEB-Leasing" issued non-convertible interest-bearing documentary
bonds,Series06,inthetotalamountofRUB10,000million,maturingin10years.

InMarch2012,theBankplacedRUB-denominateddomesticbondsinthetotalamountofRUB
15,000millionatMICEX.Thebondsmaturein20years.Thisbondissueprovidesfora3-yearoffer.

In March 2012, amendments were registered in the charter of the subsidiary bank OJSC
"Belvnesheconombank"relatedtothechangeoftheabbreviatednametoOJSC”BankBelVEB”.

InMarch2012,theBanktransferredfundsintheamountofRUB1,269millionasanadditional
monetarycontributiontothechartercapitalofLLC"VEBCapital".TheBank’sinterestinthecharter
capitalofitssubsidiaryremainedunchangedat100%.

In March 2012, the Bank transferred funds in the amount of USD 52 million (equal to RUB
1,507millionatthedateoftransfer)torepay112,284additionalinvestmentunitsofMutualEquity
FundMRIF-II,thusincreasingitsinterestintheFundto99.9990%.
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InMarch2012,theBankredeemedatfacevalueshort-termEuro-denominateddebtsecurities
issuedbyaforeigngovernmentintheamountofEUR200million(equaltoRUB7,808millionatthe
dateofredemption),previouslyclassifiedasloanstocustomers.

InMarch2012,OJSC"SMEBank"placedRUB-denominateddomesticbondsinthetotalamount
ofRUB5,000millionatMICEX.Thebondsmaturein10years.Thisbondissueprovidesfora2-year
offer.

InMarch2012,theBankreceivedaloanfromaforeignbankintheamountofUSD70million
(equaltoRUB2,742millionatthedateofissue)withafloatinginterestrateandmaturitydatein4
years.Theamountwillbeusedtofinancetherealsector.

After the reporting date, the Bank signed material loan agreements in the total amount of
RUB17,362millionwithcompaniesoperatinginenergy,construction,realestateandproduction
industries.
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RepresentativeOfficesAbroad

GreatBritain,London
RepresentativeOffice
ofVnesheconombankintheUK
101St.Martin’sLane,
LondonWC2N4AZ,UK
Tel.:+442073955841
Fax:+442072401345
E-mail:vebuk@veb.ru

India,New-Delhi
RepresentativeOffice
ofVnesheconombankinIndia,New-Delhi
PlotEP-15,Dr.JoseP.RizalMarg,
Chanakyapuri,New-Delhi-110021,India
Tel.:+911124121282
Fax:+911124121577
E-mail:vebindia@veb.ru

Representative
Offices
AddressesandTelephones

India,Mumbai
RepresentativeOffice
ofVnesheconombankinIndia,Mumbai
WorldTradeCenter,CuffeeParade,Colaba,
Mumbai400005,India
Tel.:+912222182705
Fax:+912222185845
E-mail:vebmumbai@veb.ru

Italy,Milan
RepresentativeOffice
ofVnesheconombankinItaly
8,PiazzalePrincipessaClotilde,
Milano,20121,Italy
Tel.:+3902653625
Fax:+39026551697
E-mail:vebitaly@veb.ru
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China,Beijing
RepresentativeOffice
ofVnesheconombankinChina
20A,CITICBuilding,19,
Jianguomenwaidajie,
Beijing,100004,China
Tel.:+861065928905
Fax:+861065928904
E-mail:vebchina@veb.ru

USA,NewYork
RepresentativeOffice
ofVnesheconombankintheUSA
777ThirdAvenue,Suite29B,
NY10017,NewYork,USA
Tel.:+12124218660
Fax:+12123467780
E-mail:vebusa@veb.ru

Germany,Frankfurt-am-Main
RepresentativeOffice
ofVnesheconombankinGermany
Taunusanlage1,60329,
Frankfurt,Germany
Tel.:+4969272219700
Fax:+4969272219729
E-mail:vebgermany@veb.ru

France,Paris
RepresentativeOffice
ofVnesheconombankinFrance
24,RueTronchet,
75008Paris,France
Tel.:+33140071976
Fax:+33140070718
E-mail:vebfrance@veb.ru

RSA,Johannesburg
RepresentativeOffice
ofVnesheconombankinSouthAfrica
2024,2ndfl.,ChelseaPlace,
138WestStreet,Sandton,
Johannesburg,RSA
Tel.+27117833425
Fax:+27117844688
E-mail:vebsar@veb.ru

SwissConfederation,Zurich
(opened in 2011)
RepresentativeOffice
ofVnesheconombankinSwitzerland
31A,Drekonigstrasse,8002,
Zurich,Switzerland
Tel.:+410442083806
Fax:+410442083500
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RepresentativeOffices
intheRussianFederation

RepresentativeOffice
ofVnesheconombankinSt.Petersburg
AreaofResponsibility–
NorthwesternFederalDistrict
ShpalernayaStreet60,
St.Petersburg,191015
Tel.:+7(812)3315101
Fax:+7(812)3315102
E-mail:reprf@veb.ru

RepresentativeOffice
ofVnesheconombankinKhabarovsk
AreaofResponsibility–
FarEasternFederalDistrict
KimYuChenStreet7,letterB,
Khabarovsk,680000
Tel.:+7(4212)420530,420531
Fax:+7(4212)420533
E-mail:reprf@veb.ru

RepresentativeOffice
ofVnesheconombankinYekaterinburg
AreaofResponsibility–
UralFederalDistrict
KarlLibknechtStreet4,letterA,
Yekaterinburg,620075
Tel./Fax:+7(343)3590436
E-mail:reprf@veb.ru

RepresentativeOffice
ofVnesheconombankinPyatigorsk
AreaofResponsibility–
NorthCaucasianFederalDistrict
KrayniyStreet49,
Pyatigorsk,357500
Tel.:+7(928)4931660
E-mail:reprf@veb.ru

RepresentativeOffice
ofVnesheconombankinKrasnoyarsk
(opened in 2011)
AreaofResponsibility–
SiberianFederalDistrict
VesnaStreet3“A”,
Krasnoyarsk,660135
Tel./Fax:+7(391)2761670
E-mail:reprf@veb.ru
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