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C O N S O L I D AT E D  STAT E M E N TS  O F  I N C O M E B A N C O  D E  C H I L E  A N D  S U B S I D I A R I E S

 2004 2003

 MCh$ MCh$

OPERATING RESULTS:   

Interest revenue 543,372.2 439,421.7

Gains from trading activities 20,280.4 25,688.7

Income from fees and other services 145,792.9 125,373.4

Gains from foreign exchange transactions 17,659.8 93,337.3

Other operating income 20,910.8 15,144.7

Total operating revenues 748,016.1 698,965.8

Less:

Interest expense (214,900.3) (209,339.4)

Losses from trading activities (23,430.7) (19,879.0)

Expenses from fees and other services (27,478.2) (25,060.2)

Other operating expenses (12,383.6) (17,207.2)

Gross margin 469,823.3 427,480.0

Personnel salaries and expenses  (136,599.0) (128,329.0)

Administrative and other expenses (87,726.5) (81,846.7)

Depreciation and amortization (17,303.8) (19,694.2)

Net margin 228,194.0 197,610.1

Provision for loan losses (42,119.7) (38,844.7)

Total operating income  186,074.3 158,765.4

NON OPERATING RESULTS:

Non operating income 4,825.8 5,428.6

Non operating expenses (12,887.5) (10,738.1)

Equity participation in net income (loss) in investments in other companies 435.6 (1,250.9)

Net loss from price-level restatement (7,465.7) (4,137.0)

Income before income taxes 170,982.5 148,068.0

Income taxes (18,353.6) (14,249.5)

Income after income taxes 152,628.9 133,818.5

Minority interest (1.1) (1.7)

NET INCOME FOR THE YEAR 152,627.8 133,816.8

The accompanying notes 1 to 25 are an integral part of these consolidated financial statements The accompanying notes 1 to 25 are an integral part of these consolidated financial statements

C O N S O L I D AT E D  STAT E M E N TS  O F  C A S H  F L O W S B A N C O  D E  C H I L E  A N D  S U B S I D I A R I E S

for the years ended December 31, 2004 and 2003 (Translation of Financial Statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

 2004 2003 

 MCh$ MCh$

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income for the year 152,627.8 133,816.8 

Charges (credits) to net income which do not represent cash flows:

Depreciation and amortization 17,303.8 19,694.2 

Provision for loan losses 75,855.5 64,870.5 

Unrealized loss on financial investments recorded at market value 716.6 10,482.7 

Equity participation in net (income) loss in investments in other companies (435.6) 1,250.9 

Gain on sales of assets received in lieu of payment  (5,491.3) (4,283.7) 

Gain on sales of bank premises and equipment (216.9) (450.8) 

Write-offs of assets received in lieu of payment 7,329.6 6,034.7 

Net loss from price-level restatement 7,465.7 4,137.0 

Minority interest 1.1 1.7 

Other credits which do not represent cash flows (862.7) (8,784.4) 

Net changes in interest accruals 3,271.7 89,271.6

Total cash flows from operating activities 257,565.3 316,041.2 

CASH FLOWS FROM INVESTING ACTIVITIES:

Net increase in loans (499,557.0) (165,401.7) 

Net decrease in other loans  1,397.8 45,171.2 

Net decrease (increase) in investments 150,989.7 (550,705.6)

Purchases of bank premises and equipment (12,309.7) (6,975.4) 

Proceeds from sales of bank premises and equipment 1,346.1 3,552.1 

Investments in other companies (291.5) (2,339.3) 

Proceeds from sales of investments in other companies 11.7 —  

Dividends received from investments in other companies 733.3 558.9 

Proceeds from sale of assets received in lieu of payment 16,712.1 20,649.3 

Net (increase) decrease in other assets and liabilities (9,063.0) 7,916.6 

Total cash flows from investing activities (350,030.5) (647,573.9)

for the years ended December 31, 2004 and 2003 (Translation of Financial Statements originally issued in Spanish)
(Expressed in million of Chilean pesos)
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1 .  C O M PA N Y  I N F O R M AT I O N :

Banco de Chile (“Banco de Chile” or the “Bank”) is a corporation organized under the laws of the Republic of Chile, regulated by 
the Chilean Superintendencia de Bancos e Instituciones Financieras (the “Superintendency of Banks and Financial Institutions”).  
Starting in 2001 Banco de Chile is regulated by the United States Securities and Exchange Commission (“SEC”), as the Bank is listed 
on the New York Stock Exchange (“NYSE”) through its American Depository Receipt (ADR) program, which are also registered in the 
London Stock Exchange. Banco de Chile’s shares are also listed on the Madrid Stock Exchange to be traded on the Latinamerican 
securities market (“LATIBEX”).

Banco de Chile offers a broad range of banking services to customers ranging from individuals to large corporations. The services 
are managed in the following segment areas for internal reporting purposes: large corporate banking, middle market corporate 
banking, retail and personal banking services, international banking services and treasury banking services. The Bank’s subsidiaries 
provide other services including securities brokerage, mutual fund management, factoring, insurance brokerage and financial 
advisory services.  

2 . S U M M A R Y  O F  S I G N I F I C A N T  A C C O U N T I N G  P R I N C I P L E S :

a) Basis of consolidation:

The consolidated financial statements of Banco de Chile as of December 31, 2004 have been consolidated with those of its Chilean 
subsidiaries, foreign subsidiary and its branches in New York and Miami.

All prior year amounts have been price-level restated to reflect the changes in the Consumer Price Index (CPI) (2.5%).

The ownership percentages of subscribed and paid-in capital are as follows:

Interest Owned

 2004 2003

% %

Banco de Chile New York Branch 100.00 100.00

Banco de Chile Miami Branch 100.00 100.00

Banchile Trade Services Limited 100.00 -

Banchile Administradora General de Fondos  S.A. 99.98 99.98

Banchile Asesoría Financiera S.A. 99.94 99.94

Banchile Corredores de Seguros Ltda. 99.75 99.75

Banchile Corredores de Bolsa S.A. 99.68 99.68

Banchile Factoring S.A. 99.52 99.52

Banchile Securitizadora S.A. 99.00 99.00
Socofin S.A. 99.00 99.00

Promarket S.A. 99.00 99.00

The subsidiaries’ assets and operating income represent 11.1% and 13.0% (9.6% and 12.6% in 2003) of total consolidated assets and 
operating income, respectively.

Significant intercompany balances and transactions originated by operations between the bank and its subsidiaries have been 
eliminated.  Minority interest is shown as a separate item in the Consolidated Balance Sheet and Consolidated Statement of 
Income.

For the purposes of the consolidation, the financial statements of the New York and Miami branches and foreign subsidiary have 
been translated into Chilean pesos at the closing exchange rate of 559.83 Chilean pesos to US$ 1 (599.42 Chilean pesos to US$ 1 in 
2003), in accordance with the accounting rules related to foreign investments in countries in a stable economic environment as set 
out in Technical Bulletin N° 64 (issued by the Chilean Association of Accountants A.G.).

b) Accounting principles applied:

The Bank, its subsidiaries, its foreign subsidiary and branches abroad, prepare their financial statements according to Generally 
Accepted Accounting Principles in Chile and specific accounting regulations from the different regulatory bodies in each field of 
business which are the Superintendency of Banks and Financial Institutions, the Superintendency of Securities and Insurance, and 
the regulations of the United States banking entities.

as of December 31, 2004 and 2003

C O N S O L I D AT E D  STAT E M E N TS  O F  C A S H  F L O W S C O N T I N U E D

The accompanying notes 1 to 25 are an integral part of these consolidated financial statements

 2004 2003 

 MCh$ MCh$ 

CASH FLOWS FROM FINANCING ACTIVITIES:

Net increase in current accounts 196,694.2 159,585.9 

Net increase (decrease) in time deposits 258,672.4 (70,376.3) 

Net increase in other demand or time liabilities 28,563.9 138,642.5 

Net increase (decrease) in investments sold under agreements to repurchase (77,542.4) 153,850.0

Net increase in short-term foreign borrowings 72,888.0 90,950.9 

Issuance of mortgage finance bonds 134,049.0 312,449.2 

Repayment of mortgage finance bonds (318,632.2) (338,547.5) 

Net (decrease) increase in other short-term borrowings (39,364.1) 18,788.2 

Borrowings from Central Bank (short-term) 82,724.8 25,528.5 

Borrowings from Central Bank (long-term) 2,054.7 2,468.7 

Payment of borrowings from Central Bank (long-term) (3,042.9) (3,117.2) 

Issuance of bonds 174,321.4 — 

Payment of bonds (9,962.8) (9,333.3) 

Long-term foreign borrowings 230,786.4 403,370.7 

Payment of long-term foreign borrowings (426,508.6) (281,829.7) 

Payment of borrowings from financial institutions (long–term) (102.9) (23.3) 

Other long-term borrowings 1,814.9 5,347.4 

Payment of other long-term borrowings (855.8) (36,511.4) 

Common stock repurchased (52,761.8) —

Dividends paid (130,549.9) (53,948.2) 

Total cash flows from financing activities 123,246.3 517,295.1 

TOTAL NET POSITIVE CASH FLOWS FOR THE YEAR 30,781.1 185,762.4 

Effect of price-level restatement on cash and due from banks (18,420.4) (7,773.9) 

Net increase in cash and due from banks 12,360.7 177,988.5 

Cash and due from banks at beginning of year 878,255.0 700,266.5 

Cash and due from banks at end of year 890,615.7 878,255.0 

N O T E S  TO  T H E  C O N S O L I D AT E D  F I N A N C I A L  STAT E M E N TS B A N C O  D E  C H I L E  A N D  S U B S I D I A R I E S

for the years ended December 31, 2004 and 2003 (Translation of Financial Statements originally issued in Spanish)
(Expressed in million of Chilean pesos)


