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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Banco de Chile:

We have audited the accompanying consolidated balance sheets of Banco de Chile (the “Bank™) as of December 31,
2004 and 2005 and the related consolidated statements of income, shareholders' equity, and cash flows for each of
the three years in the period ended December 31, 2005. These financia statements are the responsibility of the
Bank’ s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the
Bank’s internal control over financia reporting. Our audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Bank’s internal control over financia reporting. Accordingly,
we express no such opinion. An audit also includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all materia respects, the consolidated
financial position of Banco de Chile as of December 31, 2004 and 2005 and the consolidated results of their
operations and their cash flows for each of the three years in the period ended December 31, 2005, in conformity
with accounting principles generally accepted in Chile and regulations issued by the Chilean Superintendency of
Banks and Financial Institutions, which differ in certain respect from U.S. generally accepted accounting principles
(see Note 28 to the consolidated financial statements).

ERNST & YOUNG LIMITADA M.;.M

Santiago, Chile, January 27, 2006
(except for Note 28 for which the date is June 1, 2006)

As of December 31,
ASSETS NOTE 2004 2005 2005
MCh$ MCh$ Thus$
(Note 1 (q))
CASH AND DUE FROM BANKS 3
NON-INLEreSt DEANMNG .....ccieeeericciirireee e 559,064 638,604 1,241,913



BANCO DE CHILE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005 and thousands of U.S. dollars)

Interbank deposits-interest Bearing..........coceeeeerresecienisseeeseeee 363,614 20,704 40,264
Total cash and due from banks..........ccceeeveveveerieeiecee s 922,678 659,308 1,282,177
FINANCIAL INVESTMENTS 4

GOVENMENE SECUMTIES ...ttt 946,548 611,538 1,189,277
Investments purchased under agreementsto resell ...........cooeeeeeenenne 217,257 46,695 90,809
Other financial investments 331,650 547,556 1,064,849
Investment collateral under agreementsto repurchase............ccccevnee. 359,681 244,220 474,942
Total financial INVESIMENES.........cccvierirerierieeesee et 1,665,136 1,450,009 2,819,877
LOANS, NET 5

COMMENCIAl [0BNS ....c..eveireriririeeie e 2,970,510 3,510,902 6,827,759
CONSUMES [OANS......c.cieieieteiesirie ettt 716,758 864,144 1,680,527
MOMQAgE |0BNS ...ttt 849,398 670,347 1,303,644
Foreign trade loans .. 620,617 550,770 1,071,099
INtErbaNK 108NS.......covieiiceict e 15,745 25,012 48,642
L@ASING CONIBCLS ......vvueuirieieeieiereeesieeeteee et 6 356,232 454,805 884,473
Other outstanding loans... 969,947 1,335,021 2,596,256
Past due loans............... 87,734 71,349 138,755
Contingent loans.............. 550,013 723,574 1,407,157
Allowance for loan losses... 7 (159,318) (141,305) (274,800)
TOtAl 10ANS, NEL......oereieeireieeireeie e 6,977,636 8,064,619 15,683,512
OTHER ASSETS

Bank premises and equipment, NEL...........covveeiiernneeeneneseeeeeneens 8 137,446 142,450 277,027
Investmentsin other companies......... 9 5,607 7,160 13,924
Assetsreceived in lieu of payment, net 16,711 10,450 20,322
Other ...cvvevvenee. 10 (a) 271,361 358,765 697,702
Total other assets .. 431,125 518,825 1,008,975
TOTAL ASSETS ..ottt nessaesenes 9,996,575 10,692,761 20,794,541

The accompanying notes 1 to 30 are an integral part of these consolidated financial statements
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BANCO DE CHILE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005 and thousands of U.S. dollars)

As of December 31,
NOTE 2004 2005 2005
MCh$ MCh$ ThUS$

(Note 1 (0))
LIABILITIES AND SHAREHOLDERS' EQUITY
DEPOSITS
Non-interest bearing
CUIMTENE BCCOUNES ...ttt 1,475,853 1,516,219 2,948,638
Bankers' drafts and other deposits. 722,980 484,516 942,253
Total NON-iNterest BEANNG......ccovvrvereeerrr e 2,198,833 2,000,735 3,890,891
Interest bearing
Savings accounts and time dePOSItS.........cceerrerieeerresieeee e 3,795,575 4,613,253 8,971,535
Total AEPOSITS.......cooviiici e 5,994,408 6,613,988 12,862,426
OTHER INTEREST BEARING LIABILITIES 11
Central Bank credit lines for renegotiations of loans...........ccccceeueee. 1,999 1,407 2,736
Other Central Bank borrowings.. 111,518 — —
Total Central Bank DBOIrrOWINGS .......c.covevreeieeeirrseeeeses e 113,517 1,407 2,736
Investments sold under agreements to repurchase .. 361,653 270,750 526,536
Mortgage finance bonds............cccovreeicncnnininnns 817,288 556,504 1,082,250
Bonds.......ccccoeernvninenee 188,050 324,704 631,462
Subordinated bonds ...........coccreeeerrnneeee 275,891 305,284 593,695
Borrowings from domestic financial institutions 27,349 90,160 175,337
Foreign borrowWings...........coeveeeerereneseeeenenenennns 616,988 661,493 1,286,426
Other OblIgatioNS.......ccovvureeeeirreieeer e 46,461 33,743 65,621
Total other interest bearing liabilities.........occoeonrircciiccce 2,447,197 2,244,045 4,364,063
OTHER LIABILITIES
Contingent lHahilitiES........cccovvririreeerir e 10 (c) 551,330 723,907 1,407,804
Other....ceveerreenns 10 (b) 304,822 335,713 652,871
Minority interest ... 1 1 2
Total other [iaDilities..........ccccviiiiccc e 856,153 1,059,621 2,060,677
Commitments and CONtINGENCIES..........coueueurerirerieieieerese e 22
SHAREHOLDERS' EQUITY 15
Capital 8N FESEIVES ...ttt 540,694 594,383 1,155,915
Net Income for the year ..... 158,123 180,724 351,460
Total Shareholders' eqUILY........ccoveveeerrneeeeree e 698,817 775,107 1,507,375
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY ........ 9,996,575 10,692,761 20,794,541

The accompanying notes 1 to 30 are an integral part of these consolidated financial statements
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BANCO DE CHILE AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(Restated for general price-level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005 and thousands of U.S. dollars)

Years ended December 31,

NOTE 2003 2004 2005 2005

MCh$ MCh$ MCh$ Thus$
(Note 1 (q))
INTEREST REVENUE AND EXPENSE

Interest revenue 455,241 562,933 680,149 1,322,707
Interest expense, . (216,876) (222,636) (310,351) (603,549)
NEL INEEMESE FEVENUE ...t 238,365 340,297 369,798 719,158
PROVISION FOR LOAN LOSSES......cccoeiiimniieieieisisneseseseeeseeeneees 7-19 (36,867) (41,208) (22,028) (42,838)
FEES AND INCOME FROM SERVICES 17
Income from fees and Other SENVICES ........ccceveieirirrrncceer e 145,576 172,705 187,607 364,845
Other SErVICES EXPENSES......c.crerereiieeiresieieiee sttt se et sssesnenas (43,789) (41,297) (49,814) (96,875)
Total feesand income from Services, Nt .........ccceeeeveeveeiecececeeeenene. 101,787 131,408 137,793 267,970
OTHER OPERATING INCOME (LOSS)
Gains from trading aCtiVitieS.........cccevrvririreeiiirre e 26,612 21,010 14,213 27,640
Losses from trading activities.... . (20,953) (24,275) (10,924) (21,244)
Foreign exchange transactions, NEL...........ccccerireeienenineee s 96,698 18,296 7,571 14,724
Total other operating income (10SS), NEL........cccovvvireerereeriresieeenereens 102,357 15,031 10,860 21,120
OTHER INCOME AND EXPENSES
NON-0PErating INCOME .....cuciriieeeieiririree ettt 17 5,626 4,995 7,859 15,285
NON-OPEratiNg EXPENSES.....cvrvveeererirerereereseeseseesssesesessseesesssenssessesasesssssssesans 17 (15,861) (16,483) (14,934) (29,043)
Equity participation in net income (loss) in investments in other
i 9 (1,296) 452 681 1,324
2 ©) — —
(11,533) (11,037) (6,394) (12,434)
OPERATING EXPENSES
Personnel salaries and EXPENSES ........coveiecieceerirneeeiee e (132,433) (140,918) (150,616) (292,908)
Administrative and other expenses (85,986) (92,153) (108,926) (211,832)
Depreciation and amortization... . (18,007) (16,552) (16,922) (32,909)
Total Operating EXPENSES .........cccuireiieirieresesesee s (236,426) (249,623) (276,464) (537,649)
NET LOSS FROM PRICE-LEVEL RESTATEMENT .....cccccooviniinnnae 1(b) (4,286) (7,735) (11,450) (22,267)
INCOME BEFORE INCOME TAXES......ccootiiiininirnneeieieieesenesenenens 153,397 177,133 202,115 393,060
INCOME TAXES ...ttt 21 (14,763) (19,010) (21,391) (41,600)
NET INCOME ...ttt 138,634 158,123 180,724 351,460

The accompanying notes 1 to 30 are an integral part of these consolidated financial statements
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BANCO DE CHILE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005 and thousands of U.S. dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Items that do not represen
Depreciation and amortization..
Provisions for loan losses..........
Provisions for assets received in lieu of payment ..
Net change in trading investments..........c.cccoereeeneene
Equity participation in net (income) lossin investmentsin other companies
Net gain on sales of assets received in lieu of payment
Net gain on sales of bank premises and equipment....
Net loss from price-level restatement ...
Minority INterest..........ccoveuvreerneernenns
Other charges not representing cash flows..
Net change in interest accruals

NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Net increase in loans
Net (increase) decrease in investments purchased under agreementsto resell ...
Purchases of bank premises and equipment
Proceeds from sale of bank premises and equipment.
Investments in other companies...............
Sale of investmentsin other companies...
Dividends received from investments in other companies....
Proceeds from sale of assetsreceived in lieu of payment .
Net changes in other assets and liabilities

NET CASH USED IN INVESTING ACTIVITIES ...

CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in current accounts...
Net increase (decrease) in savings accounts and time deposits
Net increase (decrease) in bankers drafts and other deposits.......
Net increase (decrease) in investments sold under agreements to repurchase....
Increase in mortgage finance bonds
Repayment of mortgage finance bonds
Proceeds from bond issues.....
Repayments of bond issues....
Net increase (decrease) in short-tem borrowings
Proceeds from issuance of long-term borrowings..
Repayment of long-term borrowings...
Sale of repayment of shares...
Repurchase of shares..
Dividends paid...........

NET CASH PROVIDED BY FINANCING ACTIVITIES.

EFFECT OF PRICE-LEVEL RESTATEMENT ON CASH AND DUE FROM BANKS
NET INCREASE (DECREASE) IN CASH AND DUE FROM BANKS .........cccccovuuninne.

CASH AND DUE FROM BANKS AT BEGINNING OF YEAR
CASH AND DUE FROM BANKS AT END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the year for:

Interest paid
Income taxes paid

Years ended December 31,

2003 2004 2005 2005
MCh$ MCh$ MCh$ Thus$
(Note 1 (n)) (Note 1 (q))
138,634 158,123 180,724 351,460
18,007 16,552 16,922 32,909
63,830 76,158 55,014 106,987
1,559 921 574 1,116
(437,857) 329,402 223,380 434,414
1,296 (452) (681) (1,324)
(4,438) (5,688) (5,072) (9,864)
(467) (225) (98) (191)
4,286 7,735 11,450 22,267
2 1 — —
1,364 9,580 10,553 20,523
92,484 3,389 (61,746) (120,079)
(121,300) 595,496 431,020 838,218
(127,245) (519,570) (924,220) (1,797,359)
2,684 3,477 (20,385) (39,643)
(7,226) (12,753) (18,272) (35,534)
3,681 1,394 292 568
(2,423) (303) (1,665) (3,238)
— 12 20 39
579 759 560 1,089
21,392 17,314 14,863 28,904
(68,102) (156,136) (275,928) (536,606)
(176,660) (665,806) (1,224,735) (2,381,780)
165,331 203,775 91,650 178,235
(74,654) 237,197 904,489 1,758,988
100,798 34,891 (212,819) (413,876)
159,390 (80,334) (78,399) (152,465)
323,698 138,875 510,989 993,736
(350,735) (330,103) (716,635) (1,393,662)
— 180,597 169,286 329,216
(9,670) (10,322) (14,234) (27,681)
140,138 120,434 (370,978) (721,452)
425,989 243,105 708,653 1,378,139
(333,984) (446,008) (328,570) (638,980)
— — 57,637 112,088
— (54,661) — —
(55,891) (135,250) (152,623) (296,811)
490,410 102,196 568,446 1,105,475
(8,055) (19,080) (38,101) (74,096)
184,395 12,806 (263,370) (512,183)
725,477 909,872 922,678 1,794,360
909,872 922,678 659,308 1,282,177
270,213 247,365 284,724 553,712
29,308 33,613 32,132 62,488

The accompanying notes 1 to 30 are an integral part of these consolidated financial statements
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BANCO DE CHILE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005 and thousands of U.S. dollars)

Paid in
Number of share Other
shares capital Reserves Accounts Net Income Total
Millions MCh$ MCh$ MCh$ MCh$ MCh$

Balance as of January 1, 2003 .........cccoevmnirercecmerninnineenns 68,079.8 477,727 77,697 10,171 52,635 618,230
Transfer to retained earnings.. — — 3 — (©)] —
Dividends paid (1) .............. — — — — (52,632) (52,632)
Price-level restatement...........ooeeeernenceennesee e — 4,777 1,041 — — 5,818
Net change in unrealized gains (losses) on permanent

financial iINVeStMENtS (*) ....ccovvvvveeeenenre e, — — — (2,617) — (2,617)
Net adjustment for translation differences... — — — (3,676) — (3,676)
Net Incomefor theyear .........ccccceenee. — — — — 130,553 130,553
Balance as of December 31, 2003 .........cccoeueereeerneieneeeerenn, 68,079.8 482,504 78,741 3,878 130,553 695,676
Balance as of December 31, 2003 restated in constant
Chilean pesos as of December 31, 2005...........cccovveeeeeeenn. 512,370 83,615 4,119 138,634 738,738
Balance as of January 1, 2004 ..........ccooeeureeeeereecrneeeneceennenn, 68,079.8 482,504 78,741 3,878 130,553 695,676
Transfer to retained earnings.. — — 3 — (©)] —
Dividends paid (2) .......cccovervenee — — — — (130,550) (130,550)
Common stock repurchased (3) . .. (4,702.0) — (52,762) — — (52,762)
Price-level restatement..........ooeeeeerneneccnnesee s — 12,062 (75) — — 11,987
Net change in unrealized gains (losses) on permanent

financial iINVeStMENtS (*) ....ccovvvvveeeererreeee e, — — — (195) — (195)
Net adjustment for translation differences. — — — (2,251) — (2,251)
Net Incomefor theyear .........ccccceeneee. — — — — 152,628 152,628
Balance as of December 31, 2004 .........ccovereecmernennenenenes 66,377.8 494,566 25,907 1,432 152,628 674,533
Balance as of December 31, 2004 restated in constant

Chilean pesos as of December 31, 2005............cccvvreenene. 512,370 26,840 1,484 158,123 698,817
Balance as of January 1, 2005 ..........cccoeeeerreerrerecrrenieenneenns 66,377.8 494,566 25,907 1,432 152,628 674,533
Transfer to retained earnings.. — — 5 — 5) —
DividendS Paid (4) ....cocevreeeeereeireieree e, — — — — (152,623) (152,623)
Placement of ShareS (5) ......cverererererereeeireeireree e, 1,702.0 — 57,637 — — 57,637
Accumulated deficit development period (6) .. — — (188) — — (188)
Price-level restatement..........cooeeeeerneeeecnnesee s — 17,804 523 — — 18,327
Net change in unrealized gains (losses) on permanent

financial INVEStMENES (*) ...c.cevvevverecccciereeeeeceee, — — — (74) — (74)
Net adjustment for translation differences. — — — (3,229) — (3,229)
Net Income for the YEar ..........oeeeeevneeccerreeeeceseees — — — — 180,724 180,724
Balance as of December 31, 2005..........ccooevveeemernnnenenenees 68,079.8 512,370 83,884 (1,871) 180,724 775,107

(1) On March 20, 2003, the Ordinary General Shareholders' Meeting agreed to distribute a dividend for a total of MCh$ 52,632 (in historical
pesos).

(2) On March 18, 2004, the Ordinary General Shareholders Meeting agreed to distribute a dividend for a total of MCh$ 130,550 (in historical
pesos).

(3) In April 2004, Banco de Chile purchased 1,701,994,590 shares issued by Banco de Chile at Ch$ 31 per share for a total amount of
MCh$52,762 (in historical pesos), in accordance with the Share Repurchase Program issued by Banco de Chile and agreed upon at the
Extraordinary Shareholders' Meeting of Banco de Chile held on March 20, 2003.

(4) On March 18, 2005, the Ordinary General Shareholders' Meeting agreed to distribute a dividend for a total of MCh$ 152,623 (in historical
pesos).

(5)  During the period from May to August 2005, Banco de Chile sold 1,701,994,590 shares issued by Banco de Chile that had been repurchased as
part of its Share Repurchase Program in April 2004, for atotal amount of MCh$57,637 (in historical pesos).

(6) Relates to the recognition of the variation in the shareholders' equity of “Administrador Financiero de Transantiago S.A.”, a banking support
company, during its development period.

(*)  Thesebalances are presented net of the deferred taxes originated from adjustments to the market value of the permanent investment portfolio.

The accompanying notes 1 to 30 are an integral part of these consolidated financial statements
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies
(a) Basis of presentation

Banco de Chile (“Banco de Chile” or the “Bank”) is a corporation organized under the laws of the Republic of Chile,
which is regulated by the Chilean Superintendencia de Bancos e Instituciones Financieras (the “ Superintendency of
Banks and Financial Institutions’). Since 2001, Banco de Chile has been regulated by the United States Securities and
Exchange Commission (“SEC"), as Banco de Chile is listed on the New York Stock Exchange (“NY SE”) through its
American Depository Receipt (“ADR”) program, which is also listed on the London Stock Exchange. Banco de
Chile' s shares are also listed on the Latinamerican securities market of the Madrid Stock Exchange (“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 segments for internal reporting purposes: wholesale, retail market,
international banking and treasury. Banco de Chile's subsidiaries provide other services including securities
brokerage, mutual fund management, factoring, securitization activities, insurance brokerage and financial advisory
services.

The accompanying consolidated financia statements have been prepared in accordance with generaly accepted
accounting principles in Chile and regulations of the Superintendency of Banks. For the convenience of the reader, the
consolidated financial statements have been trandated into English, certain reclassifications have been made and
certain subtotals and clarifying account descriptions have been added.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting periods. Actua results could differ from those estimates. In certain cases generally
accepted accounting principles require that assets or liabilities be recorded or disclosed at their fair values. The fair
value is the amount at which an asset could be bought or sold or in the case of aliability could be incurred or settled in
a current transaction between willing parties, other than in aforced or liquidation sale. Where quoted markets are not
available, Banco de Chile has estimated such values based on the best information available, including using modeling
and other valuation techniques.

The consolidated financia statements include the financial position and results of operations of Banco de Chile and its
majority-owned subsidiaries. All significant intercompany transactions and balances have been eliminated in the
consolidation. The mgjority-owned subsidiaries of Banco de Chile as of December 31, 2004 and 2005 are as follows:

Subsidiary Interest Owned %
2004 2005

Direct Indirect Total Direct Indirect Total
Banchile Trade ServicesLimited .........ccccoevvenenee 100.00 — 100.00 100.00 — 100.00
Banchile Administradora General de Fondos S.A. 99.98 0.02 100.00 99.98 0.02 100.00
Banchile Asesoria FinancieraS.A. ......cccoeveeveenee. 99.94 — 99.94 99.94 — 99.94
Banchile Corredores de Seguros Ltda. .................. 99.75 0.25 100.00 99.75 0.25 100.00
Banchile Corredoresde BolsaS.A. ........ccoceeeeeenee. 99.68 0.32 100.00 99.68 0.32 100.00
Banchile Factoring S.A. .....cccoccoverecievciece e, 99.52 0.48 100.00 99.52 0.48 100.00
Banchile Securitizadora S.A.......c.ooeveeeevercveeeeenne 99.00 1.00 100.00 99.00 1.00 100.00
SOCOFIN S.A. et 99.00 1.00 100.00 99.00 1.00 100.00
Promarket SA. ... 99.00 1.00 100.00 99.00 1.00 100.00

F-8



BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)
(b) Price-level restatement

The consolidated financial statements are prepared on the basis of general price-level accounting in order to
reflect the effect of changes in the purchasing power of the Chilean peso for Banco de Chile and its Chilean
subsidiaries during each year. At the end of each reporting period, the consolidated financia statements are
stated in terms of the general purchasing power of the Chilean peso using changes in the Chilean consumer
price index (“CPI") as determined by the Chilean National Institute of Statistics as follows:

e Non-monetary assets, liabilities, and Shareholders' equity accounts are restated in terms of year-end
purchasing power using the “prior month rule”, as described below.

e Consistent with general banking practices in Chile, no specific purchasing power adjustments are made to
the income statement accounts.

e Monetary items are not restated, as such items are, by their nature, stated in terms of current purchasing
power in the consolidated financial statements.

e The price-level restatement debit or credit in the income statement represents the monetary loss or gain in
purchasing power from holding monetary assets and liabilities exposed to the effects of inflation.

e For comparative purposes, the consolidated financial statements for periods through December 31, 2004
have been restated in Chilean pesos of general purchasing power as of December 31, 2005 (“constant
pesos’), to reflect changes in the CPI from the financial statement dates to December 31, 2005. This
updating does not change the prior year's financial statements or information in any way except to update
the amounts therein to constant pesos of similar purchasing power. Amounts previously presented in
constant Chilean pesos as of each balance sheet date have been adjusted by the percentage changes in the
Chilean CPI to December 31, 2005, as follows:

Year Change in Index
2003....cccieiieeeeee e, 2.5%
2004 ..., 3.6%

The genera price-level restatements are calculated using the CPI, and are based on the “prior month rule”, in
which the inflation adjustments are based on the CPI at the close of the month preceding the close of the
respective period or transaction. The CPl is considered by the business community, the accounting
profession, and the Chilean government to be the index that most closely complies with the technical
requirement to reflect the variation in the genera level of prices in the country and, consequently, is widely
used for financial reporting purposesin Chile.

The values of the CPI used for price-level restatement purposes are as follows:

Year Index (*) Change in Index
2003....coiiieieeeeeeeeen 114.44 1.0
2004.....ciieiieeieiieinn 117.28 25
2005, 121.53 3.6

* |ndex as of November 30, of each year under prior month rule described above.



BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)

(b) Price-level restatement (continued)

The price-level adjusted consolidated financial statements do not purport to represent appraised values,
replacement cost, or any other current value of assets at which transactions would take place currently and are
only intended to restate al non-monetary financial statement components in terms of local currency of a
single purchasing power and to include in the net result for each year the gain or loss in purchasing power
arising from the holding of monetary assets and liabilities exposed to the effects of inflation.

The net charge to income for price-level restatement is comprised of the following restatements of non-
monetary assets and liabilities. These figures are expressed in constant Chilean pesos of December 31, 2005.

Year ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$
Shareholders' eqUIty .........ccorverirerereeeneresee (6,179) (12,419) (18,327)
Bank premises and equipment...........ccceceerenienenne. 1,310 3,128 4,673
Investment in other companies...........cccccceerenncnne. 395 1,073 2,188
Other, NEL.....c.cviereieicieee e 188 483 16
Net loss from price-level restatement ............. (4,286) (7,735) (11,450)

(c) Index-linked assets and liabilities

Certain of Banco de Chil€'s interest-bearing assets and liabilities are denominated in index-linked units of
account.

The principal index-linked unit used in Chile is the Unidad de Fomento (“UF"), a unit of account, which
changes daily to reflect changes in the CPI. The carrying amounts of such assets and liabilities change with
the respective changes in the UF and serve to offset the monetary gains or losses from holding such assets
and liabilities. As Banco de Chile’'s UF-denominated assets exceed its UF-denominated liabilities, any
increase in the Chilean CPI results in a net gain on indexation. Values for the UF are as follows (historical
Chilean pesos per UF).

December 31, Ch$
2003 16,920.00
2004 17,317.05
2005 17,974.81

The UF daily indexation adjustments from the 10th day of the month in question to the Sth day of the
subsequent month are determined based on the previous month's changes in the Chilean CPI. The effect of
changes in the UF index on interest earning assets and interest bearing liabilities is reflected in the income
statement as an increase or decrease in interest income or expense.

(d) Interest revenue and expense recognition

Interest revenue and expense are recognized on an accrual basis using the effective interest method. Loans,
investments and liabilities are stated at their cost, adjusted for accrued interest and the indexation adjustment
applicable to such balances that are index-linked.

Banco de Chile suspends the accrual of interest and readjustments on loans when there is a high risk of
unrecoverability or from the first day in which they become overdue. Accrued interest up to the suspension
date remains on Banco de Chile's assets and is considered a part of the loan balance when determining the
allowance for loan losses. Payments received on past due loans are recognized as income, after reducing the
balance of accrued interest, if applicable.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)
(e) Foreign currency and derivative activities

Banco de Chile and its subsidiaries protect themselves against variations in the foreign exchange market by
using forward contracts, currency futures contracts, currency swaps and interest rates swaps. These activities
include hedging and treasury operations and help Banco de Chile and its subsidiaries provide financial
products to their clients.

Forward contracts are valued at the exchange rate prevailing as of the close of each month and, in accordance
with regulations of the Superintendency of Banks and Financial Ingtitutions, the initial differences produced
by this type of operation are recognized as deferred assets or liabilities and are amortized over the term of the
respective contract. In addition to the aforementioned forward contracts, Banco de Chile and its subsidiaries
have currency futures contracts. Above mentioned contracts are valued at the observed exchange rate and
resulting gains or losses are charged to income on an accrual basis in the line item “Foreign exchange
transactions, net”.

Banco de Chil€'s interest rate swap agreements are treated as off-balance-sheet financial instruments . The
interest rate and currency swap contracts are valued at the close of each month in accordance with the agreed-
upon interest and currency exchange rates, recording the differences as a credit or charge to income in the
line item “Foreign exchange transactions, net”. Additionally, Banco de Chile and its subsidiaries records, in
the line item “Gains or Loss from trading activities’, the adjustment to market value of the swap contract
portfolio that is used to hedge interest rate and foreign currency risks.

The amount of net gains and losses on foreign exchange includes the recognition of the effects that variations
in the exchange rates have on assets and liabilities denominated in foreign currencies and their gains or losses
on foreign exchange spot and derivative instruments undertaken by Banco de Chile. The results of such
foreign exchange transactions undertaken by Banco de Chile and its subsidiaries are included in the line item
“Foreign exchange transactions, net”.

(f) Financial investments

Financial investments traded on a secondary market are shown adjusted to market value, following specific
instructions from the Superintendency of Banks and Financia Institutions. These instructions require that
such adjustments be recognized against income, except in the case of the investment portfolio classified as
permanent which should be recorded directly in the equity account, “Change in unrealized gains (losses) on
permanent financia investments’.

The application of this adjustment generated a net unrealized losses of MCh$ 10,860, MCh$ 743 and MCh$
3,251, in 2003, 2004 and 2005 respectively, which was included in operating income under “Gains from
trading activities’. The adjustment of the permanent investment portfolio was a net debit of MCh$ 3,305,
MCh$ 244 and MCh$ 89, in 2003, 2004 and 2005, respectively, which is disclosed in equity net of taxes.

Banco de Chile and its subsidiaries enter into security repurchase agreements as a form of borrowing. Banco
de Chile's investments that are sold subject to a repurchase obligation and that serve as collateral for
borrowings are reclassified as “Investment collateral under agreements to repurchase’. The liability to
repurchase the investment is classified as “ Investments sold under agreements to repurchase”, which is valued
in accordance with the agreed-upon interest rate.

Banco de Chile and its subsidiaries also enter into resale agreements as a form of investment. Under these
agreements Banco de Chile and its subsidiaries purchases securities, which are included as assets under the
caption “Investments purchased under agreements to resell”, which are valued in accordance with the agreed-
upon interest rate.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)

(g) Bank premises and equipment

Bank premises and equipment are stated at acquisition cost net of accumulated depreciation and have been
restated for price-level changes. Depreciation is calculated using the straight-line method over the estimated
useful lives of the underlying assets. Maintenance and repair costs are charged to income. The cost of
significant renovations and improvements is capitalized.

Estimated
Property, plant and equipment Useful Life
Land and buildings.........ccoevevveveereneneennnnn 5-80
Furniture and fiXtures.........cc.coeeeeverevveenne 3-10
Machinery and equipment...........ccccceeueee. 2-10
VENICIES ..ottt 5
Other equipment........cccovveeveverceerere e 6-8

(h) Leasing contracts

Banco de Chile leases certain property that meets the criteria for direct financing leases. At the time of
entering into a direct financing lease transaction, Banco de Chile records the aggregate of the minimum lease
payment receivable less unearned income. Generally, the lessee acquires the leased asset by remitting all lease
payments due. There are no significant residual values assumed by Banco de Chile. Unearned income
represents the excess of the minimum lease payments receivable plus any estimated residual value over the
cost of the property acquired.

Unearned income is recognized in such a manner as to produce a constant periodic rate of return on the net
investment in the direct financing lease. The net investment in financing leases is classified as “leasing
contracts’ in the accompanying consolidated balance sheets.

(i) Factoring transactions

Banco de Chile and its subsidiary Banchile Factoring S.A. carry out factoring transactions, by means of
which they receive invoices and other commercial instruments representative of credit, with or without
recourse, and they advance to the assignor a percentage of the total amounts to be collected from the original
debtor.

The caption “Other outstanding loans” includes MCh$ 310,479 (MCh$ 204,470 in 2004), corresponding to
the amount advanced to the assigner plus accrued interest net of payments received.

(j) Investments in other companies

Shares or rights in other companies that are integral to the operations of Banco de Chile and where Banco de
Chile holds a less than magjority interest but has significant influence over the operating activities of the
invested are accounted for under the equity method. Other minority investments are carried at cost restated
for price-level changes.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)
(k) Intangibles

In accordance with instructions from the Superintendency of Banks and Financia Institutions, intangible
assets are classified in “Other Assets’. Both investments in software and licenses to use trademarks are
valued at price-level restated cost and amortized using the straight-line method over their useful lives. The
amortization period of the investments in software cannot exceed six years.

As of December 31, 2005, intangible assets amount to MCh$14,292 (MCh$11,485 in 2004), corresponding to
investments in software and MCh$5 (MCh$ 2 in 2004) corresponding to payments for licenses to use
trademarks.

(I) Allowance for loan losses

The loans granted and acquired by Banco de Chile and its subsidiaries are initially recorded at cost (i.e. the
original amount loaned). After thisinitial recording, the loans are valued at their amortized cost and disclosed
net of allowances for loan losses.

In accordance with regulations of the Superintendency of Banks and Financia Institutions, Banco de Chile,
its subsidiaries and foreign branches utilize models and methods, based on an individual and group anaysis
of the debtors, to constitute the allowances for loan losses.

e Allowancesfor individual evaluations

An individual analysis of debtors is applied to individuals or companies with whom, due to size,
complexity or level of exposure with the entity, Banco de Chile must be completely familiar. Likewise, it
requires assigning a risk category to each debtor and its respective loans. This risk category should
consider the following factors: industry or sector, partners, management and administration, financial
situation, behavior and payment capacity.

One of the following categories must be assigned to each debtor and its loans after the analysis has been
finalized:

i. Categories Al, A2 and A3 correspond to debtors without significant risks, whose payment capacity
will continue to be positive even if unfavorable business, economic or financial situations should arise.

ii. Category B corresponds to debtors that present some risk, but that do not show any sign of
impairment. However, these debtors might stop paying some of its obligations in the fact of
foreseeable, adverse business, economic or financia situations.

iii. Categories C1, C2, C3, C4, D1 and D2 correspond to debtors with insufficient payment capacity.

In order to determine allowances for loan losses classified as A1, A2, A3 and B, Banco de Chile uses
percentages approved by its Board of Directors. Allowance for debtors classified as C1, C2, C3, C4, D1 and
D2 were determined, in conformity with new regulations, as follows:

Category Range of estimated loss Allowance
C1 Upto 3% 2%
Cc2 More than 3% up to 19% 10%
C3 More than 19% up to 29% 25%
c4 More than 29% up to 49% 40%
D1 More than 49% up to 79% 65%
D2 More than 79% 90%
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)

(1) Allowance for loan losses (continued)

Allowances for group evaluations

The group analysis is used to analyze a large number of operations whose individual amounts are not
significant and present similar risk characteristics. For this analysis, Banco de Chile uses models based on
attributes of the debtors and their loans, and on the behavior of a group of loans. In the group evaluations,
the allowances are always constituted in accordance with the estimated loss using the aforementioned
models.

Additional allowances

In conformity with regulations of the Superintendency of Banks and Financial Institutions, Banco de
Chile has constituted additional allowances for its individualy evaluated loan portfolio, taking into
consideration the expected impairment of this portfolio. The calculation of this allowance is performed
based on Banco de Chile's historical experience and considering possible future adverse macroeconomic
conditions or circumstances that could affect a certain sector, industry, groups of debtors or projects.

Charge-offs

Loans are written-off when the collection efforts have been exhausted but not later than the maximum
periods prescribed by the Superintendency of Banks, which are as follows:

- 24 months past due (6 months past due for consumer loans) for loans without collateral.
- 36 months past due for loans with collateral.

Loan loss recoveries

Cash recoveries on written-off loans including loans that were reacquired from the Central Bank of Chile,
recorded in memorandum accounts (see Note 19), are recorded directly to income, as a reduction of the
“Provision for loan losses” item.

Previous Guidelines
Global loan loss allowance

Prior to 2004, the global loan loss allowance was calculated by multiplying Banco de Chile' s outstanding
loans by the greater of its “risk index” or 0.75%. Banco de Chile s risk index calculation was based upon
aclassification of a portion of its customers' outstanding loans into five categories based upon risk of loss
for commercial loans and overdue status for consumer and residential mortgage loans. The classifications
for risk index calculation purposes must have included the largest commercial loans and represent at least
75% of the commercial loan portfolio, and 100% of consumer and residential mortgage loans.
Commercial and consumer loans are classified based on risk in categories denominated A, B, B -, C or D,
while residential mortgage loans are classified only as A, B or B-. The total exposure of Banco de Chile
to each of its customers and the classification of such customer’s loans are continuously reviewed by the
commercia officers of Banco de Chile and by the risk control division. The allowances required for each
category of loans, which were established by the Chilean Superintendency of Banks, were as follows:
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)
(I) Allowance for loan losses (continued)

Provisions
as a percentage
of aggregate
Category exposure

0%

The resulting weighted average allowance rate was the risk index utilized in the calculation of the global
loan loss reserve.

e |ndividual loan loss allowance

Once a loan became overdue for more than 90 days, a specific allowance was calculated for 100% of the
uncollateralized portion of the loan. Individual loan loss reserves are required only to the extent that, in
the aggregate, they exceed the global |oan loss reserve.

e Voluntary loan loss alowance

Prior to 2004, Banco de Chile made a provision for voluntary allowances in addition to those required by
the rules of the Superintendency of Banks. Such voluntary reserves were established to cover additional
risksinherent in the portfolio.

(m) Income taxes

Effects of deferred income taxes are recorded in conformity with Technical Bulletin No. 60 and its related
amendments, issued by the Chilean Association of Accountants (see Note 21).

The income tax provision is determined based on current Chilean tax legislation.
(n) Consolidated statements of cash flows

For purposes of reporting cash flows, cash and cash equivaents include cash and due from banks. For the
years ended December 31, 2003, 2004 and 2005 the consolidated statement of cash flows has been prepared
in accordance with Technical Bulletin No.65 of the Chilean Association of Accountants.

(o) Staff severance indemnities

Banco de Chile has recorded a liability for long-term severance indemnities in accordance with employment
contracts it has with certain employees. The liability, which is payable to specified retiring employees with
more than 30 years of service, isrecorded at the present value of the accrued benefits, which are calculated by
applying a real discount rate to the benefit accrued as of year-end over the estimated average remaining
service period. For the years ended December 31, 2003, 2004 and 2005, the obligation has been discounted
using the real interest rate of 7%, 7% and 6% per annum.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

1. Summary of Significant Accounting Policies (continued)
(p) Fees and expenses related to loans and services

Loan origination fees and expenses are considered to be adjustments to loan yield and are deferred and
amortized as interest income over the term of the loan. Fees and expenses related to other financial products,
including contingent loans, are generally deferred and recognized as income over the term of the products to
which they relate. Fees related to financial advisory and other services are recognized on an accrual basis at
the time services are provided.

(g) Convenience translation to U.S. dollars

Banco de Chile maintains its accounting records and prepares its consolidated financial statementsin Chilean
pesos. The U.S. dollar amounts disclosed in the accompanying financial statements are presented solely for
the convenience of the reader at the observed exchange rate for December 31, 2005 of Ch$ 514.21 per
US$1.00. This trandation should not be construed as representing that the Chilean peso amounts actually
represent or have been, or could be, converted into U.S. dollars at such arate or, any other rate.

(r) Translation of financial statements of Banco de Chile’s foreign branches and subsidiaries

Banco de Chile trandates the accounting records of its branches in New York and Miami, USA and its
subsidiary Banchile Trade Services Limited, Hong Kong to Chilean pesos from US dollars in accordance
with guidelines established by the Superintendency of Banks and Financia Institutions that are consistent
with Technical Bulletin No. 64, “Accounting for investments abroad”, issued by the Chilean Association of
Accountants. All income statement and balance sheet amounts are trandated into Chilean pesos as of the
exchange rate in effect as of the applicable balance sheet date. Under this standard the foreign investment
recorded in the parent company’s books is price-level restated, the effects of which are reflected in income,
while any foreign exchange gains or losses between the Chilean peso and the US dollar, net of the effects of
Chilean inflation, is recorded in shareholders' equity in the account “Other equity accounts’.

(s) Reclassifications

Certain minor reclassifications have been made to balances in the 2003 and 2004 financia statementsin order
to conform to the 2005 presentation.

(t) Assets received in lieu of payment

Assets received in lieu of payment are recorded at restated cost less regulatory charge-offs and presented net
of a portfolio valuation allowance. The Superintendency of Banks and Financial Ingtitutions requires
regulatory charge-offsif the asset is not sold within one year of foreclosure.

2. Changes in Accounting Principles

During 2005, there have not been accounting changes that may significantly affect these consolidated
financia statements.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

3. Cash and Due from Banks

Included in cash and due from banks are amounts maintained by Banco de Chile with various foreign and
local banks, including the Chilean Central Bank (“Central Bank”).

In accordance with guidelines established by the Superintendency of Banks, Banco de Chile must maintain
certain non-interest bearing balances in its account with the Central Bank. The required balances are based
upon specified financial criteria, including the level of Banco de Chile's deposits, the amounts of its foreign
borrowings and its average liabilities. These restricted cash amounts totaled MCh$ 189,258 and MCh$
203,456 as of December 31, 2004 and 2005, respectively.

4. Financial Investments
A summary of financia investmentsis as follows:

Weighted Average

As of December 31, Nominal Rate as of
2004 2005 December 31, 2005
MCh$ MCh$ %
Central Bank and Government Securities
Central Bank debt SECUITIES ...ooovcveeeeeeeee et 936,268 592,531 3.34
Chilean government SECUMLIES ......cevvevverieeeieeeecieee e 10,280 19,007 5.66
Investments purchased under agreementsto resell ...........ccocvvvveenen. 27,257 46,695 4.32
Investment collateral under agreementsto repurchase.................... 176,101 90,011 434
ST o] (0] 7= [T 1,149,906 748,244 3.58
Corporate Securities and Other Financial Investments
Investmentsin Chilean financial inStitutions ..........cocoeeveveeeieveeenne 44,758 74,189 4.21
Foreign governmMeNnt NOLES........cceveereeeereereseese e seeesee e sre e e 29,317 37,357 2.97
Investments in foreign COUNLIES ........cccvevvereeeerecce e 142,231 315,578 4.21
Other financial INVESIMENES.........vveieeee e eee e 115,344 120,432 6.23
Investments collateral under agreements to repurchase................... 183,580 154,209 5.55
ST o] o) = 515,230 701,765 4,79
TOLAD o e 1,665,136 1,450,009 4.16

Financial investments are classified at the time of the purchase, based on management’s intentions, as either
trading or permanent. The related amounts are as follows:

As of December 31,
2004 2005
MCh$ MCh$
PEMENENE(*) .veveiieeceee e 45,723 38,952
LI L1 S 1,619,413 1,411,057
0] =Y 1,665,136 1,450,009

(*) Includes non-transferable financial instruments of MCh$17,365 and M Ch$15,363 as of December 31,
2004 and 2005, respectively.
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

5. Loans

The loans included in the accompanying consolidated balance sheets are segregated into subcategories as
described below:

Commercial loans are short-term and long-term loans granted to companies or businesses, at variable or fixed
interest rates in order to finance working capital or investments.

Consumer loans are loans to individuals granted principally in Chilean pesos or UF, generally on afixed rate
basis, to finance the purchase of consumer goods or to pay for services. Credit card balances subject to
interest charges are also included in this category.

Mortgage loans are inflation indexed, fixed rate, long-term loans with monthly payments of principal and
interest collateralized by a real state mortgage. These loans are financed through the issuance of mortgage
finance bonds. At the time of its issuance the amount of a mortgage loan cannot be more than 75% of the
value of the property.

Foreign trade loans are variable or fixed rate, short-term loans granted in foreign currencies (mainly U.S.
dollars) to finance imports and exports.

Interbank loans are fixed rate, short-term loans to financial institutions that operate in Chile.
Leasing contracts are agreements for financing leases of capital equipment and other property.

Other outstanding loans principally include bills of exchange, other mortgage loans, which are financed by
Banco de Chil€’ s general borrowings and factoring.

Past due loans represent loans or shares of loans that are overdue as to any payment of principal or interest
by 90 days or more.

Contingent loans consist of open and unused letters of credit together with guarantees granted by Banco de
Chile in Ch$, UF and foreign currencies (mainly U.S. dollars).

The following table summarizes the most significant loan concentrations expressed as a percentage of total
loans, excluding contingent loans and before allowance for |oan losses:

As of December 31,
2004 2005
% %
Financial SEerviCes........covvvineinineienee s 19.93 19.22
Residential mortgage 10ans..........ccocvveveeieceeveenenenns 20.09 17.99
ManUFaCIUNNG ...c..cevereeenireinereee s 10.19 8.90
COMIMENCE.....ceieiee ettt 11.82 9.75
Agriculture, livestock, forestry, agribusiness, fishing 7.85 5.48
ConNsUMEr [0aNS .......ccoveeeeieceee e 1381 11.63

Substantial portions of Banco de Chile'sloans are to borrowers doing businessin Chile.
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BANCO DE CHILE AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

6. Leasing Contracts

Banco de Chile's scheduled cash flows to be received from leasing contracts have the following maturities as
of December 31, 2005:

As of December 31, 2005

Maturity Total Unearned Net lease
Receivable Income Receivable

MCh$ MCh$ MCh$

Due Within ONE YEar.........ccevevieveve e 147,793 (21,446) 126,347
Due after 1 year but within 2 years...........ccccoe..... 111,951 (15,844) 96,107
Due after 2 years but within 3years..................... 79,854 (11,439 68,415
Due after 3 years but within 4 years.................... 58,085 (8,293) 49,792
Due after 4 years but within 5 years...........c........ 36,540 (6,033) 30,507
DUue after 5YEarS....cccvvv v 97,245 (13,608) 83,637
Total leasing contracts ..........ccccevevereernenne. 531,468 (76,663) 454,805

Leased assets consist principally of rea estate, industrial machinery, vehicle, and computer equipment. The
allowance for uncollectible lease receivable was MCh$ 5,856 as of December 31, 2005 (MCh$ 6,072 as of
December 31, 2004), which forms part of the allowance for |oan losses.

7. Allowance for Loan Losses

The changes in the allowance for loan losses for the periods indicated are as follows:

2003 2004 2005
MCh$ MCh$ MCh$
Balanceasof January 1, .......cccceeeveveeennn. 231,731 190,559 159,318
Price-level restatement (1)........ccccecvrvenene (2,920) (4,773) (5,684)
Charge-offS....ccccivvenniiercecee e (102,082) (102,626) (67,343)
Provisions established ...........ccoceevevnienenn. 65,375 77,771 56,606
Provisionsreleased........cccocvevvvreceenennnn, (1,545) (1,613) (1,592)
Balance as of December 31, .............. 190,559 159,318 141,305

(1) Reflectsthe effect of both inflation and exchange rate changes of foreign branches and Banco de Chile's subsidiary on the allowance
for loan losses at the beginning of each period, adjusted to constant pesos of December 31, 2005.

The provisions for loan losses included in the results of operations for the periods indicated is as follows:

Years ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$
Provisions established ...........cccccevvvrnene. 65,375 77,771 56,606
Provisionsreleased........cccocevvvereceeneenn, (1,545) (1,613) (1,592)
L0oan |0SS reCOVENIES....ccuveeereiririeeerereeneas (26,963)  (34,950) (32,986)
Net charges to income ........c.ccecveeenee. 36,867 41,208 22,028
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant

Chilean pesos as of December 31, 2005)

8. Bank Premises and Equipment, net

The major categories of Bank premises and equipment net of accumulated depreciation are as follows:

Land and buildings.............
Machinery and equipment
Furniture and fixtures ...
Vehicles
(@117 (T

Bank premises and equi

As of December 31,

2004 2005

MCh$ MCh$
................................. 95,458 95,611
33,095 38,559
5,539 5,186
................................. 841 835
................................. 2,513 2,259
pment, net 137,446 142,450

In accordance with rules of the Superintendency of Banks, Bank premises and equipment are presented net of

accumulated depreciation.

9. Investments in other companies

As of December 31, 2003, 2004 and 2005, investmentsin other companies and Banco de Chil€e's participation
in those companies’ results of operations for each of the periods indicated, consist of the following:

Administrador Financiero de Transantiago S.A.(1).
Servipag Ltda. ...
Soc. Operadora de Tarjetas de Crédito Nexus SA..
RedbanC SA......cooccc s
Transhank S.A. ...
Bolsa de Comercio de Santiago (Stock Exchange)

Soc. Operadora Cédmara Compensacién de Pagos de Alto Valor SA. (2
Centro de Compensacion Automatizado S.AA. (CCA SA.) ccvcreernnne
Sociedad | nterbancaria de Deposito de Valores SA. ......cccocevevvveveeeevnene

Bolsade Valores de Chile (Stock Exchangg) ..........
Artikos Chile SA (3). oo
Empresade Tarjetas Inteligentes SA.(4)......coeneee.
Total investments in other companies accounted

for under the equity method...........ccoeevevcennennne
Other investments carried at COSt.........c.eeererererecennes
Total investments in other companies...............

@

As of and for the years ended December 31,

Banking Support Company to the line of business called “ Administrador Financiero de Transantiago S.A.”.

@

On June 8, 2005, as agreed by the Board of Directors of Banco de Chile at meeting No. 2,599, held on May 12, 2005, Banco de Chile
subscribed and paid 200,000 shares, for a value of MCh$1,352 (in historical pesos), for this company’s capital, for the formation of an

On September 23, 2004, a banking support company, “ Sociedad Operadora de la Camara de Compensacion de Pagos de Alto Valor SA.”,
was formed. This company’s objective is to provide check clearing services among its members. Banco de Chile subscribed and fully
paid MCh$292 (in historical pesos) for this company’s capital, which gives it a participation of 18.16%. As December 31, 2005 Banco de

Chil€e's participation decreased to 11.66% as result of payment of shares subscribed by other that were not paid as of December 31, 2004.

®

subscribed and paid MCh$250 (in historical pesos) for a capital increase at “Artikos Chile SA.”.

On May 19, 2003, the Extraordinary General Shareholders' meeting of Artikos S.A. agreed to increase Artikos S.A.’s capital issuing

On June 2, 2005, as agreed by the Board of Directors of Banco de Chile at meeting No. 2,599, held on May 12, 2005, Banco de Chile

10,000 shares. On June 2, 2003, Banco de Chile subscribed and paid for 5,000 shares for a value of MCh$ 2,339 (in historical pesos).

©
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On March 28, 2005, the Extraordinary Shareholders' Meeting of “Empresa de Tarjetas Inteligentes S.A.” agreed to dissolve the company.

2003 2004 2005 Ownership
Income Income Income Interest
Investment  (Loss) Investment  (Loss) Investment (Loss) 2005
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ %
................................... — — — — 1,270 70 20.00
861 93 1,019 158 1,231 211 50.00
1,047 151 1,104 178 1,144 182 25.81
1,084 309 916 143 912 139 25.42
898 137 896 137 896 138 17.44
579 93 578 94 585 103 4.17
— — 286 (18) 281 (6) 11.66
211 a7 196 32 213 34 33.33
253 38 225 35 182 34 17.60
................................... 132 1 135 3 141 7 5.00
215 (2,120) 45 (171) 118 (183) 50.00
................................... 121 (46) — (139) (48) —
.................................. 5,401 (1,297) 5,400 452 6,973 681
.................................. 223 1 207 — 187 —
.................................. 5,624 (1,296) 5,607 452 7,160 681



BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
10. Other Assets and Other Liabilities

(a) Other assets
As of December 31,

2004 2005

MCh$ MCh$

Amounts receivable under spot foreign exchange transaction..................... 52,300 127,763
Credit card Charges in PrOCESS ........coueeeuererieriesierie s e 53,840 66,853
Deferred iNCOME LAX ASSELS .....ccviiiiviiiiiiie et esree s s s eare e sbaee e 67,080 62,942
ASSELS FOF [@8SING.....eevirieitirieie et 27,809 22,104
Software investment and trademark [ICENSES........cccovvvivveeieciee i 11,487 14,297
ACCOUNES FECEBIVADI ...ttt 7,820 11,467
Deferred Sal€S COMMISSIONS........ccoiviiiiiiie et ae e e saee e es 5,441 9,270
VAT fISCAl CrEAIT ..ecuviiviceicie ettt st ne s 3,665 5,670
Balances with domestic branches..........covievieiiiii i 4,324 4,584
Deferred asset on boNdS ISSUANCES.........ccueeivviieiiiee e 8,371 4,178
TranSaCtiONS iN PIrOCESS........couertereeeeieererieste sttt ie et see e e e sneseesaen 7,033 2,266
Accounts receivable for financial investments sold...........ccccevvveieiiniineene — 1,993
RECOVEIADIE TAXES ... .ottt eaeesae e 1,436 1,793
Deferred asset related to mortgage finance bonds issued by Banco de Chile 2,230 1,762
DEfEITEH EXPENSES. .....verireeueieiireetesieieeste ettt sttt st e s e e seneseerens 2,142 1,680
Accounts receivable for assets received in lieu of payment sold................ 3,020 1,305
Materials and SUPPIIES .....cveveeeeeeeieirie e 492 624
(O] 131 SH ORI 12,871 18,214
Total Other @SSELS .....cvieecieciecieceee e re s 271,361 358,765

(b) Other liabilities
As of December 31,

2004 2005

MCh$ MCh$

Amounts payable under spot foreign exchange transaction..............c.c.e..... 53,908 99,080
ACCOUNES PAYADIE. ...ttt e 130,048 84,743
Derivative INSITUMENTS, NEL........ccveieeieeee et sree et ssree e seeeeree s 46,186 60,017
Deferred tax liabilitieS.........coveireireieeee e 19,579 21,883
Temporary bank OVErdrafts...........coveereereinnesesenees e — 19,573
Accrued staff vacation expense 10,180 10,704
Accrued severance staff indemnities..........ooooveireenncinc e 7,908 6,788
Leasing deferred gains. ... ..o 4,823 6,676
VAT fiSCal DIt ..ot 3,320 4,235
Deferred liability 0n bONdS iSSUBNCES.......ccevreiirieeieieese e 8,371 4,178
ComMMISSIONS AEFEITE ......eocveeeieceectee ettt ereas 4,327 4,110
Administration and credit card contract ProviSion...........cceeeeveereeenesreenns 3,342 3,739
Allowance Of INCOME tAXES..........cvrvireririeerieereriee e 8,296 2,568
TranSaCtiONS IN PrOCESS. .....c.civeuirierireireresieesiese sttt 1,389 2,078
Legal contingenCieS PrOVISION ........ccovrveerieinieiesieesesieesrese e 959 861
OBNEN ..t 2,186 4,480
Total other abilities .........cccooiiiiiere e 304,822 335,713
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

10. Other Assets and Other Liabilities (continued)
(c) Contingent Liabilities

Contingent liabilities consist of open and unused letters of credit, together with guarantees granted by Banco
de Chile in Chilean pesos, UF and foreign currencies (principally U.S. dollars). The liability represents
Banco de Chile's obligations under such agreements. Banco de Chile's rights under these agreements are
recognized as assets on Banco de Chil€' s balance sheets under the caption “Contingent loans’. (See note 5).

11. Other Interest Bearing Liabilities

Banco de Chile's long-term and short-term borrowings are summarized below. In accordance with the
guidelines established by the Superintendency of Banks, Banco de Chile does not present a classified balance
sheet. Borrowings are described as short-term when they have original maturities of less than one year or are
due on demand. All other borrowings are described as long-term, including the amounts due within one year
on such borrowings.

As of December 31, 2004 As of December 31, 2005

Long-term Short-term Total Long-term  Short-term Total

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Central Bank Credit lines for renegotiation of loans 1,999 — 1,999 1,407 — 1,407

Other Central Bank borrowings..........cccoveeeienenene — 111,518 111,518 — — —
Mortgage finance bonds 817,288 — 817,288 556,504 — 556,504
Bonds ......ococveervenicinienne 188,050 — 188,050 324,704 — 324,704
Subordinated boNds ..........c.ceerieerrceienerre e 275,891 — 275,891 305,284 — 305,284
Borrowings from domestic financial institutions..... — 27,349 27,349 — 90,160 90,160
Foreign borrowings.........occeeeeeereeennnnicsceenennens 263,986 353,002 616,988 647,510 13,983 661,493
Investments under agreements to repurchase........... — 361,653 361,653 — 270,750 270,750
Other obligations.........cov e 11,488 34,973 46,461 1,338 32,405 33,743
Total other interest bearing liabilities ............. 1,558,702 888,495 2,447,197 1,836,747 407,298 2,244,045

(a) Central Bank borrowings

Centra Bank borrowings include credit lines for the renegotiation of loans and other Centra Bank
borrowings. Credit lines were provided by the Central Bank for the renegotiation of mortgage loans due to
the need to refinance debts as a result of the economic recession and crisis of the Chilean banking system
from 1982 to 1985. The credit lines for the renegotiations of mortgage loans are linked to the UF index and
carry areal annual interest rate of 3.19%. The maturities of the outstanding amounts are as follows:

As of December 31,

2005

MCh$

DUEWIthIN L YEAN ..o 1,407
Due after 1 year but within 2 Years..........ccoceeeevineinenenenenns —
Due after 2 years but within 3 Years.........cocooeveerineininecneene —
Due after 3 years but Within 4 Years.........cococevveevenecninecneene —
Due after 4 years but Within 5 Years. .......ccoeeveveenenenincnene —
DUE &ftEr DYEAIS....covieeiieeireeerteee sttt —

Total long-term (Credit lines for renegotiation of loans)....... 1,407
Total short-term (Other Central Bank borrowings).............. —

Total Central Bank borrowings.........ccoccevcevvreneseneereeseeneenens 1,407
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

11. Other Interest Bearing Liabilities (continued)

(b) Mortgage finance bonds

These bonds are used to finance the granting of mortgage loans. The outstanding principal amounts of the
bonds are amortized on a quarterly basis. The range of maturities of these bonds is between five and twenty
years. The bonds are linked to the UF index and carry a weighted average annual rate of interest of 4.07% as
of December 31, 2005.

The maturities of outstanding mortgage bond amounts as of December 31, 2005 are as follows:

As of December 31,
2005
MCh$
DUeWIthin L YEaK .....ccoviiiiieeie e 72,128
Due after 1 year but within 2 years.........cccccceevevevvcnneennne 55,128
Due after 2 years but within 3years.......cccccvevvvvivvvcveeenene 53,566
Due after 3 yearsbut within 4 years........cccoevvcvvvvcvceeeenene 52,419
Due after 4 years but within S5 years........ccooovniiiiinienn. 51,023
DUE after 5 YEaIS......eeieeeeece ettt 272,240
Total mortgage finance bonds.........ccccocvvevvvvcecceevecnene, 556,504

(c) Bonds
The maturities of outstanding bond amounts as of December 31, 2005 are as follows:

As of December 31,

2005
MCh$
DUEWIthiN L YEAN .....ooviviieeieeieeeeee e 66,991
Due after 1 year but within 2 years..........ccccooevenierenenieenne 66,576
Due after 2 years but within 3years.......ccccccoceveeevvcveeenen, 65,988
Due after 3 years but within 4 years.........ccccoevvvvivvcvieeeenene 65,988
Due after 4 years but within 5 years........cccoovvcvvivvevieeceenenn 18,138
DUE after 5 YEAIS....ceieieiie ettt 41,023
TOtal DONAS.....cviecirie e 324,704

Bonds are linked to the UF Index and carried an average real annual interest rate of 3.20% as of December
31, 2005, with interest and principal payments due semi-annually. The bonds were originally intended to
finance loans that had a maturity of greater than one year.

(d) Subordinated bonds

In 2002 Banco de Chile issued Bonds totaling UF 1,580,000 (known as “6.5% Bonds’) at a discount of UF
98,670. The 6.5% Bonds are linked to the UF index with interest and principal payments due semi-annually.
The discount on the issuance of the “6.5% Bonds’ is amortized over the life of the bond on a straight line
method. As of December 31, 2005, the effective real interest rate is 6.60%, taking into consideration the
discount on issuance.
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BANCO DE CHILE AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
11. Other Interest Bearing Liabilities (continued)
(d) Subordinated bonds (continued)
The 6.5% Bonds are intended for the financing of loans having a maturity of greater than one year. As of

December 31, 2005 the outstanding maturities of these bonds, which are considered long-term, are as
follows:

As of December 31,
2005

MCh$

DUEWIthin 1 YEAK ..o 31,191
Due after 1 year but within 2 years..........ccccoeeevevevenieveceseenens 24,374
Due after 2 years but within 3years........c.ccocevevevviie s 24,374
Due after 3 years but Within 4 Years.........cccoeevvenenncenennennene 24,374
Due after 4 years but within 5 years..........ccoceeeveniiiiicnenene 24,374
DUE after 5 YEaIS......cecveecveesieesteese ettt 176,597
Total subordinated bonds ... 305,284

Subordinated bonds are considered in the calculation of “effective equity” for the purpose of determining
Banco de Chile’s minimum regulatory capital requirements (See Note 14).

(e) Borrowings from domestic financial institutions
Borrowings from domestic financial institutions are used to fund Banco de Chile's genera activities, carry a

weighted average annual real interest rate of 4.75% and have the following outstanding maturities as of
December 31, 2005.

As of December 31,

2005

MCh$
DUEWIthiN L YEAN ..o e —
Due after 1 year but within 2 Years...........ccoceeeererieieneneneiens —
Due after 2 years but within 3years..........ccocevrerieiiiiicnnie —
Due after 3 years but within 4 years..........ccoceornieiiiiicnniene —
Due after 4 years but within 5 years..........ccoceorinieiiiiiciine —
DUE Efter 5 YBAIS....ceieiieie ettt —
Total [oNG-TErM ...c.eiiiie e e —

Total SNOFT-TEIM ... e 90,160

Total borrowings from domestic financial institutions. 90,160
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BANCO DE CHILE AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
11. Other Interest Bearing Liabilities (continued)

(f) Foreign borrowings

Banco de Chile has short-term and long-term borrowings from foreign banks. The outstanding maturities of
these borrowings as of December 31, 2005 are as follows:

As of December 31, 2005

Other
Syndicated Foreign
Loan Borrowings Total

MCh$ MCh$ MCh$
Duewithin 1 year........ccoceevvvneneriesenennnnn, 629 450,149 450,778
Due after 1 year but within 2 years.......... — 93,243 93,243
Due after 2 years but within 3 years......... — — —
Due after 3 years but within 4 years......... 77,132 26,357 103,489
Due after 4 years but within 5 years......... — — —
Due after 5YEarS.....cocevvevevevecese e, — — —
Total long-term.......ccooovvvvvvcenenennn, 77,761 569,749 647,510
Total short-term .......cccceeevveeereineennns, — 13,983 13,983
Total foreign borrowings............ 77,761 583,732 661,493

Each of these loans is denominated in foreign currency and is principally used to fund our foreign trade loans
and carry an average annual nominal interest rate of 1.40% as of December 31, 2005. The syndicated loan’s
interest rate is composed of athree month U.S.D. LIBO rate, plus 0.23%.

(g) Other obligations
As of December 31,

2004 2005
MCh$ MCh$
Other long-term obligations:
Obligations with Chilean government............... 11,488 1,338
Total other long-term obligations .................. 11,488 1,338
Other short-term obligations............cccceeveverennenne. 34,973 32,405
Total other obligations ..........cccocevvevvnieveieenne. 46,461 33,743
As of December 31, 2005, other obligations had the following maturities:
As of December 31,
2005
MCh$
DueWithin LYEar .......cocvveveeieerene e 1,338
Due after 1 year but within 2 years...........c.cccceeueee —
Due after 2 years but within 3years.........ccccccoe.. —
Due after 3 years but within 4 years..........c.cccc... —
Due after 4 years but within 5 years...................... —
Due after 5 Y ars......coove v —
Total long-term ......cccooveiveieeeeeeerece e, 1,338
Total Short-term.......ccocoveevievenereere e 32,405
Total other obligations ..........ccccoceieiiiinnnene 33,743
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BANCO DE CHILE AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)

12. Obligations Arising From Lease Commitments
Banco de Chile leases certain premises under operating leases. The following table shows the future

minimum payments under the terms of the lease commitments, expressed in constant Chilean pesos as of
December 31, 2005.

As of December 31,
2005

MCh$
DUeWIthin L YEar ... cvvviveceeecee e 5,720
Due after 1 year but within 2 years..........ccccevevviennne 5,127
Due after 2 years but within 3years........cccccovevvieeene 4,201
Due after 3 years but within 4 years.........cccocevieene 3,226
Due after 4 years but within 5 years........cccccceeveiienene 2,534
DUE after 5 YEaAIS.....coeee e 3,077
Total obligations arising from lease commitments. 23,885

The rental expense on the premises was MCh$ 7,430, MCh$ 7,335 and MCh$ 8,354 for the years ended
December 31, 2003, 2004 and 2005, respectively, and is included in the Consolidated Statements of Income
under “Administrative and other expenses’.

13. Derivative Financial Instruments
(a) Derivative activities

Banco de Chile takes positions in the foreign exchange market by the use of forward exchange contracts and
spot exchange contracts. These activities constitute treasury business and help Banco de Chile to provide
customers with capital markets products. Other derivative transactions include primarily interest rate swaps
(paid fixed-received floating) and interest rate lock.

(b) Market risk and risk management activities

All derivative instruments are subject to market risk. Thisis defined as the risk that future changes in market
conditions may make an investment more or less valuable. Banco de Chile manages exposure to market risk
in accordance with risk limits set by senior management by buying or selling instruments or entering into off-
setting positions.

Banco de Chile is exposed to credit related losses in the event of non-performance by counterparties to these
financial instruments, which such risk is monitored on an ongoing basis. In order to manage the level of
credit risk, Banco de Chile enters into transactions with counterparties whom it believes have a good credit
standing and, when appropriate, obtains collateral.

The Central Bank requires that foreign exchange forward contracts be made only in U.S. dollars and other
major foreign currencies. In the case of Banco de Chile, most forward contracts are made in U.S. dollars
against the Chilean peso or the UF. Occasionally, forward contracts are also made in other currencies, but
only when Banco de Chile acts as an intermediary. Unrealized gains, losses, premiums and discounts arising
from foreign exchange forward contracts are shown on a net basis under “Other assets’ and “Other
liabilities’. (See note 10).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant

Chilean pesos as of December 31, 2005)

13. Derivative Financial Instruments (continued)

(b) Market risk and risk management activities (continued)

The notional amounts of these contracts as of December 31, 2004 and 2005 are as follows:

Contract Amounts
Description of transaction Number of Less than Over
operations 3 months 3 months
2004 2005 2004 2005 2004 2005
ThuUS$ ThuUS$ ThuUS$ ThuS$

Local Market:
- Foreign currency forward purchase contracts with Chilean currency... 850 900 599,971 799,778 1,906,977 2,075,208
- Foreign currency forward sale contracts with Chilean currency ........... 1,214 1,455 555,310 781,731 1,494,802 1,216,808
- Foreign currency forward CONtracts.........oceeeeeeererecenenerereneenns . 24 32 18,588 11,584 3,551 6,596
- INEEIESt Al SWEPS .....eveveeeeeieeeie ettt — 3 — — — 24,888
Foreign Markets:
- Foreign currency future contracts with Chilean currency ..........c.c....... 18 18 55,500 61,000 72,085 160,000
- Foreign currency forward contracts.........coceceeeeeverenienns . 84 155 46,616 231,529 12,953 848,592
- Foreign currency futures sold......... .17l 139 25,560 19,687 — —
- INLErESt Fate SIWAPS ......cveeiereeet ettt 89 75 — 20,617 1,048,184 1,221,176

The amounts refer to United States dollar amounts purchased or sold, or the equivalent in United States
dollars of the foreign currency purchased or sold or the future amount, or the amount on which interest rate

contracts are agreed. The period refers to the contract maturity from the date of the transaction.

(c) Contracts on the value of authorized readjustment systems and on interest rates in Chilean currency

Contract Amounts

Less than 3 months

Over 3 months

Description of transaction Number
of operations
2004 2005
UF/pesos forward contracts purchased..................... 68 107
UF/pesos forward contracts sold ....... 31 82
INterest rate SWapS........coveveeeerirereere e 30 40
(d) Options

2004
MCh$

3,588
3,584
17,940

As of December 31 of each year, the balances for this type of transaction are as follows:

2005 2004 2005
MCh$ MCh$ MCh$
17,917 245,785 395,288
53,773 106,559 255,488
25,165 131,686 188,067

Contract Amounts

Less than 3 months

Over 3 months

Number
Description of transaction of operations
2004 2005
PUrchase Option..........coeeerennnneeee e 1 1
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2005
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
13. Derivative Financial Instruments (continued)

(e) Fair value of traded instruments

The table below sets forth the estimated fair value of derivative financial instruments held or issued by the
Bank for trading purposes as of December 31, 2004 and 2005.

Fair values as of December 31,

2004 2005
MCh$ MCh$
Contract to purchase and sell foreign exchange..... (18,230) (40,245)
INtErest rate SWapS........ccereeerreeriene e (21,886) (18,546)

For those instruments held by the Bank where no quoted market prices are available, fair values have been
estimated using modeling and other valuation techniques.

14. Minimum Regulatory Capital Requirements

In accordance with the Chilean Banking Law, Chilean Banks are required to maintain a minimum equity level
of UF800,000, equivalent to MCh$ 14,380 as of December 31, 2005. In addition, Chilean Banks are required
to maintain a minimum “capital” (capital and reserves) of at least 3% of their total assets net of provisions,
and an “effective equity” of not less than 8% of their “risk-weighted assets’. The “effective equity” is
defined as “net capital base” plus subordinated bonds, up to 50% of the capital and reserves, plus voluntary
provisions of up to 1.25% of their risk-weighted assets. The value of the subordinated bonds that can be
considered in the “effective equity” should decrease by 20% per year beginning six years prior to maturity.

Banco the Chile's actual qualifying “net capital base” and “effective equity” used to support its “risk-
weighted assets” as of December 31, 2005, are set forth in the following table:
As of December 31, 2005

MCh$
2 T R (o @ o | - | 594,383
3% of total assets Net Of ProVISIONS.........ccveceeiieierese e (322,928)
Excess over minimum required EQUILY ........cccceveeereeieeresese e 271,455
Net capital base as a percentage of the total assets, net of provisions............. 5.52%
EFfECtiVE EQUITY ...cveivieceeee e e 891,213
8% Of risk-WeIghted GSSELS.......cceeierirese et nne (634,933)
Excess over minimum required EQUILY ........ccoeeeeeeereriesese e eeeseeee e 256,280
Effective eguity as a percentage of the risk-weighted assets (*) .........cccceveneee. 11.23%

(*)  Thisratio has been determined on total assets adjusted by risk on a consolidated basis, as established by Circular N0.3,178 dated
June 7, 2002, of the Superintendency of Banks.
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15. Shareholders’ Equity
Dividends

Dividends are declared and paid during the year subsequent to that in which the related net income was
earned.
Dividends declared and paid in 2003, 2004 and 2005 in constant Chilean pesos of December 31, 2005 are as
follows:

Paid during the year ended
December 31,

2003 2004 2005
MCh$ MCh$ MCh$
Dividends relating to prior year net income.................. 55,891 135,250 152,623

16. Transactions with Related Parties

In accordance with the rules of the Superintendency of Banks, related parties are defined as individuals or
companies who are directors, officers, or shareholders who own more than 1% of Banco de Chile s shares.

Entities in which a director, officer or shareholder of Banco de Chile holds more than a 5% interest as well as
entities that have directors in common with Banco de Chile are also considered to be related parties. In the
following tables, trading and manufacturing companies are defined as operating companies, and companies
whose purpose isto hold shares in other companies are defined as investment companies.

(a) Loans granted to related parties

Loansto related parties, all of which are current, are asfollows:

As of December 31,
2003 2004 2005

Collateral Collateral Collateral

Loans Pledged Loans Pledged Loans Pledged

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Operating companies....... 83,876 22,834 114,795 46,634 111,003 48,373
Investment companies...... 18,848 2,456 17,636 2,427 8,252 124
Individuals (1) ......ccuenee. 2,421 1,675 3,036 2,724 3,669 3,101
L] 7 L 105,145 26,965 135,467 51,785 122,924 51,598

(2) Includes only debt obligations that are equal to or greater than UF3,000, equivalent to approximately MCh$ 54 as of December 31,
2005.

The activity in the balances of loans to related parties are as follows:

2004 2005

MCh$ MCh$
Balanceas of January 1,.......ccccccocvvovvenereenenennsnnnns 105,145 135,467
NEW [0ANS ..ottt ereens 74,656 51,443
REPAYMENES......ceeieeieiicece et (41,770) (59,279)
Price-level restatement (1) ....ccovevvvevevereeeeieeresrieneens (2,564) (4,707)
Balance as of December 31,......ccccccvvveeeeeieeicreeenennns 135,467 122,924

(1) Reflects the effect of restatement of beginning balances to constant pesos of December 31, 2005.
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16. Transactions with Related Parties (continued)
(b) Other transactions with related parties

During the years ended December 31, 2003, 2004 and 2005, Banco de Chile incurred the following expenses
and income as a result of transactions with related parties equal to or greater than UF 5,000 equivalent to
approximately MCh$ 90 as of December 31, 2005.

Years ended December 31,

2003 2004 2005
Expense Revenue Expense Revenue Expense Revenue
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
READANC SA. ... 2,584 — 2,908 — 3,465 —
Operadorade Tarjetas de Crédito NeXus SA. ........cccoveeceenenn 1,810 — 2,140 — 2,571 —
Empresa Nacional de Telecomunicaciones SA..... 1,966 — 2,372 — 2,242 —
Entel TelefonialLocal SA. ......cccoovevevvveecnene 214 — 290 — 782 —
SONAASA. .t e — — — — 598 —
Depdsito Central de Vaores, Depositos de Valores SA. .. 298 — 269 — 409 —
Banchile Ciade Segurosde VidaSA.......ccccoovvnnenee 232 — 251 — 258 —
PlazaOeste SA. ..o — — — — 241 —
Entel PCS Telecomunicaciones SA..........ccccceuueee. 239 — 226 220 —
Bolsade Comercio de Santiago Bolsade Valores............cccc.cu.... 61 — 88 — 207 —
ATHKOS SLA . ettt 3 — 14 — 119 —
Asociacion de Bancos e Instituciones Financieras............. 113 — 110 — 106 —
Compariia Nacional de Teléfonos Telefonicadel Sur SA. 144 — 260 — 58 —
Linea AéreaNacional Chile S.A. ... — 113 — 112 — 112
SUDTOTAL ..o 7,664 113 8,928 112 11,276 112
Transactions between 1,000 and 5,000 UF:
SENVICES EXPENSES ....vcvreerierereressesssseseseseessssesesssesssessesessssssssssesees 275 — 191 — 182 —
Rental income. ..... — 52 — — — —
Subtotal ...... 275 52 191 — 182 —
TOLAD ot 7,939 165 9,119 112 11,458 112

These expense and revenue items are for services received and rendered by Banco de Chile from and to
related parties at market rates. Article 89 of the Chilean Corporations Law requires that Banco de Chile's
transactions with related parties be carried out on a market basis or on terms similar to those prevailing in the
market.
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17. Fees and income from services and non-operating income and expenses

Banco de Chile's fees and income from services and non-operating income and expenses for the years ended

December 31, 2003, 2004 and 2005 are summarized as follows:

Years ended December 31,

2003 2004 2005
Income Expenses Income Expenses Income Expenses
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$

Fees and income from services
MULUEL FUNDS.......veiieieieiiciceeceeee e 15,569 (1,480) 21,182 (1,896) 25,472 (2,286)
Demand deposits and overdrafts.........c.coceveeererereneeniencnennns 23,000 — 24,902 — 23,150 —
INSUFAMNCE. ...ttt 11,140 (1,198) 14,925 (178) 20,023 (157)
Stock brokerage 10,526 (650) 13,321 (803) 15,131 32
Credit cards.......cooeeevereerennen 15,595 (6,652) 19,134 (7,123) 20,708 (8,082)
Debit accounts and ATMS........c.crieirinenenerere s 16,243 (7,567) 18,203 (7,395) 19,812 (7,367)
Receipts and payment of SErViCES ........couvverrrirnissisieiienns 7,623 (7 8,258 (10) 9,380 (230)
Collection of over-due loans 9,155 — 8,877 — 8,656 —
Financial advisory services...... 5,681 — 4,799 — 8,134 —
Credit liNES.... ..o 5,863 — 6,990 — 7,272 —
Letters of credit, guarantees, collaterals and other contingent

[OBNS .. 4,220 — 5,333 — 4,748 —
Income and revenue from assets received in lieu of payment . 4,438 (1,861) 5,688 (1,675) 5,072 (1,553)
Foreign trade and currency exchange..........ccoceeeevereereneenens 3,461 — 3,533 — 3,336 —
COllECHION SENVICES ...ttt 3,052 — 3,689 — 2,527 —
Prepaid [08NS........cccvveeeiciciciic ettt 2,001 — 3,436 — 2,352 —
Custody and trust SENVICES.......ccceeevereerererierieeresieseeeseeseeenes 967 — 1,449 — 1,762 —
LBSING. ..ttt 1,739 (546) 1,684 (89) 1,590 (307)
FACIOMNG vttt neens 780 3 657 (52) 619 9
SAleS fOrCE EXPENSES ....eeveeeeeierte et — (11,536) — (11,596) — (15,015)
Cobranding EXPENSES .....cccvverveerrerieeeere e seeessenes — (6,314) — (3,764) — (5,817)
Teller SErViCeS EXPENSES. .....cvvveererereeeresee e — (3,369) — (3,510) — (3,960)
OLNEY .o 4,433 (2,606) 6,645 (3,206) 7,863 (4,999)

TOLAL . 145,576 (43,789) 172,705 (41,297) 187,607 (49,814)
Non-operating income and expenses
Gains on sales of assetsreceived in lieu of payment............... 1,361 — 873 — 4,386 —
ReNtal INCOME.....ooviiiriiiririctrerce et 2,514 — 2,441 — 2,353 —
ReCOVEries Of EXPENSES........cccuiiriririrererereresesss e 552 — 604 — 295 —
Foreign trade iNCOME .....c.ccvvvreeereseeee e 6 — 151 — 131 —
Income from sale of fixed assets.......cocoeevrueernicieninicerseee 559 — 308 — 122 —
DividendS reCaIVEL..........ccuvreerreiiree e 21 — 58 — 91 —
LE8SING INCOME......coiuiiiieiciciiititretee et 1 — 78 — 56 —
INSUrANCE ClAIMS.......ceiiicieiricee e 115 — 1 — 5 —
Charge-offs assets received in lieu of payment...........ccccce..... — (7,811) — (8,515) — (10,826)
Charge-0ffS ...uiieeeeereeere e — (2,396) — (1,375) — (1,284)
Provision for recovered leased assets.........ccovveiernieieninieennns — (1,458) — (1,506) — (1,062)
Write-OffSfor frauds.......coovevvereerieee e — (114 — (1,101) — (546)
Expenses on charge-offs for [easing...........cccvvverereeicrcrcrcnenes — (642) — (251) — (359)
AQVErtiSING EXPENSES ......veveeereeeeeerre e es — 47 — (55) — (62)
Reversal of adjustments and interest from previous years....... — (720) — (128) — (48)
Charge-offs and provisions related to fixed assets.................. — (132) — (45) — (24)
Legal contingenCies ProVISION........ccoueeererueererieieresieeresieenens — (156) — (189) — (20)
Tax expenses from PreviouS YEaIS.......ccovvevrereeereeneeeseeneenes — — — (2,328) — —
Provision and charge-offs other assets.... — (701) — (423) — —
Charge-off obsolete materids................. — (341) — (0] — —
Amortization of negative goodwill ............ccccceeevreienniieninnn — (57) — — — —
OLNE .o 497 (1,286) 481 (566) 420 (703)

TOLAl .ot 5,626 (15,861) 4,995 (16,483) 7,859 (14,934)
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18. Board of Directors Compensation

As agreed at the Shareholders Meeting, during 2004 and 2005 Banco de Chile and its subsidiaries have paid,

and charged to income, the following compensation to their Directors:

Fees for attending
Committees and
Fees for attending Subsidiary Board

Remunerations Board meetings meetings (1) Consulting Total
2004 2005 2004 2005 2004 2005 2004 2005 2004 2005
Name of Director MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh MCh$ MCh$
$
Fernando Cafias Berkowitz — 289 — 39 — 169 — — — 497
Andrénico Luksic Craig 120 126 14 16 — — — — 134 142
Jorge Awad Mehech 42 42 20 25 115 92 — — 177 159
Jacob Ergas Ergas 42 42 15 24 68 67 — — 125 133
Thomas First Freiwirth 4 42 3 25 3 57 — — 10 124
Guillermo Luksic Craig 42 42 12 15 13 5 — — 67 62
Rodrigo Manubens Moltedo 42 42 20 22 137 89 81 407 280 560
Gonzalo Menéndez Duque 42 42 21 29 171 129 — — 234 200
Maximo Pacheco Matte 42 42 20 27 6 2 — — 68 71
Francisco Pérez Mackenna 42 42 21 24 63 56 — — 126 122
Segismundo Schulin-Zeuthen 120 60 42 33 159 88 — — 321 181
Serrano
Edmundo Eluchans Urenda 42 42 20 23 48 33 — — 110 98
Jorge Ergas Heymann — 42 — 21 — 39 — — — 102
Jorge Diaz Viad 42 3 22 2 41 2 — — 105 7
Méximo Silva Bafalluy 42 4 22 6 69 17 — — 133 27
Manuel Sobral Fraile 39 — 19 — 72 — — — 130 —
Other subsidiaries directors — — — — 73 91 — — 73 91
Total 703 902 271 331 1,038 936 81 407 2,093 2,576

@ Includes fees paid to members of the advisory committee of Banchile Corredores de Seguros Ltda..

19. Loan Loss Recoveries

Years ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$

Loan portfolio previously charged-off 26,136 29,380 32,491
Loans reacquired from Central Bank 827 5,570 495
TOtAl e 26,963 34,950 32,986

Recovery of loans re-acquired from the Central Bank includes payments received on such loans, which at the
date of their repurchase from the Centra Bank were deemed to have no value and were recorded in
memorandum accounts, are recorded directly to income, as a reduction of the “Provision for loan losses’

item.
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20. Foreign Currency Position

The consolidated balance sheets include assets and liabilities denominated in foreign currencies, which have

been translated to Chilean pesos at the Observed Exchange Rates as of December 31, 2004 and 2005 and
assets and liabilities denominated in Chilean pesos but that contain repayment terms linked to changes in

foreign currency exchange rates, detailed below:

ASSETS
Cash and due from banks............cccceeevveirienennee

Contingent loans..
Interbank 10ans..........ccoeeererereeeeencnnreeeeees
Financial investments...........ccoeevveeneienennnnens
Leasing contracts....

Borrowings from domestic financial
INSHEULIONS.....vviiicce e

FOreign borrowWings.........ccoceeeereeeeerenereseeeennns

Other l1abilities.....ccooverinieccceecee
Total liabilities.........cccovevinvniiiiiccnns

NET (LIABILITIES) ASSETS

As of December 31, 2004

As of December 31, 2005

Payable in Payable in Payable in Payable in
Foreign Chilean Foreign Chilean
Currency Pesos Total Currency Pesos Total
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
191,720 — 191,720 353,577 — 353,577
792,087 21,546 813,633 743,728 15,378 759,106
229,901 — 229,901 288,950 — 288,950
1,195 — 1,195 — — —
520,921 221,044 741,965 521,932 11,944 533,876
— 31,752 31,752 — 40,102 40,102
315,364 — 315,364 413,142 — 413,142
2,051,188 274,342 2,325,530 2,321,329 67,424 2,388,753
1,229,881 179 1,230,060 1,146,098 275 1,146,373
232,047 — 232,047 290,142 — 290,142
8,362 — 8,362 90,154 — 90,154
616,950 — 616,950 661,346 — 661,346
200,174 80 200,254 174,197 90 174,287
2,287,414 259 2,287,673 2,361,937 365 2,362,302
(236,226) 274,083 37,857 (40,608) 67,059 26,451
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21. Income Taxes

Banco de Chile has recorded the effects of deferred taxes on its consolidated financia statements in
accordance with Technical Bulletin No.60 and the related amendments thereto issued by the Chilean
Association of Accountants.

As described in these accounting standards, beginning January 1, 1999, Banco de Chile recognized the
consolidated tax effects generated by the temporary differences between financial and tax values of assets and
liabilities. At the same date, the net deferred tax determined was completely offset against a net
“complementary” account. Such complementary deferred tax balances are being amortized over the estimated
reversal periods corresponding to the underlying temporary differences as of January 1, 1999. The net
balance was fully amortized during 2004. Deferred tax asset and liability amounts are presented on the
balance sheet net of the related unamortized complementary account balances in the balance sheet. The
corresponding movements and effects are as follows:

Balance as of Balance as of
December 2005 December
31, 2004 (1) Deferred taxes 31, 2005
MCh$ MCh$ MCh$
Deferred tax assets
Allowances for 108N 10SSES........c.couivreeeerirerineeeeerrese e 27,696 (2,061) 25,635
Obligations with repurchase agreements...........ccocoveeenrerireenenes 10,568 1,261 11,829
Leasing €QUIPIMENL......c.ceririiriiicetieieieese et 7,570 (763) 6,807
ASSEtS at MArKEL VAIUE.......cvevceeiiieieeeeeesreete e 2,771 (1,787) 984
Personnel ProviSIONS........coveeveeeerinenineeieesese s 2,076 94 2,170
StAf VaCAHTONS ... 1,666 147 1,813
Accrued interests and readjustments from risky loan portfolio... 1,092 (164) 928
Accruasinterest and readjustments from past due loans............ 813 (388) 425
Staff severance indemnities...........cocevvrveecrennneceeenes 707 243 950
Charge-offs from financial investment ... 66 — 66
Other adjustments..........ccccoeeervereeecenenes 9,724 1,611 11,335
TOtAl o 64,749 (1,807) 62,942
Deferred tax liabilities
Investments with repurchase agreements..........ocveeevrerreeeeierenns 10,410 432 10,842
Depreciation and price-level restatement of fixed assets............. 4,910 1,315 6,225
TraNSITOrY @SSELS.....cucueuerirerieieieereeisie e 1,781 511 2,292
Other adjustments.... 1,798 726 2,524
TOtAl o 18,899 2,984 21,883

(1) For presentation purposes, deferred income tax balances as of December 31, 2004 are presented on a historical basis. For
comparison purposes, price-level restated amounts for 2004 correspond to MCh$ 67,080 for net deferred tax assets and MCh$
19,579 for net deferred tax liabilities.
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21. Income Taxes (continued)

“Income taxes’ as presented in the Consolidated Statements of Income for the years ended December 31,
2003, 2004 and 2005 are summarized as follows:

Years ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$
Current inCOMe tax ProViSioN .........ccceveeeeerereneseneeese e (18,004) (20,944) (15,080)
Amortization of complementary acCounts...........cc.cceceeeeeneenee. 1,349 (484) —
Deferred tax effect for the year .........cccooveveveeveie e, 2,012 3,214 (4,791)
Non-deductible expenses Art. 21 ......c.cocevvvevecerceerereseneens (719) (796) (1,520)
Tax benefit related to absorption of tax losses carry forwards 599 — —
Income taxes benefit (EXPENSE) ..ccvvvvvvvreereerereerienen (14,763) (19,010) (21,391)

22. Commitments and contingencies
(a) Legal contingencies

In the ordinary course of business, Banco de Chile and its subsidiaries act as defendant or co-defendant in
various litigation matters. Although there can be no assurances, Banco de Chile's management believes,
based on information currently available, that the ultimate resolution of these legal proceedings are not likely
to have a material adverse effect on its results of operations, financia condition, or liquidity. Banco de Chile
has established provisions for legal contingencies in the amount of MCh$ 959 and MCh$ 861 as of December
31, 2004 and 2005, respectively.

(b) Commitments

Banco de Chileis party to transactions with off-balance sheet risk in the normal course of its business, which
exposes Banco de Chile to credit risk in addition to amounts recognized in the consolidated financia
statements. These transactions include commitments to extend credit not otherwise accounted for as
contingent loans, such as overdrafts and credit card lines of credit. Such commitments are agreements to lend
to a customer at a future date, subject to compliance with the contractual terms. Since a substantial portion of
these commitments is expected to expire without being drawn on, the total commitment amounts do not
necessarily represent actual future cash requirements of Banco de Chile. The amounts of these loan
commitments are MCh$ 941,949 and MCh$ 1,232,493 and the amounts of subscribed leasing contracts are
MCh$ 57,536 and MCh$ 61,436 as of December 31, 2004 and 2005, respectively.

(c) Other contingencies

On November 30, 2005, Banco de Chile was served with a civil claim filed by Foundation President Allende,
an entity organized in Spain, claiming compensatory damages in excess of US$7 million and punitive
damages of US$ 100 million for aleged harm suffered due to the aleged assistance by Banco de Chile to
Augusto Pinochet Ugarte in concealing his assets.

Banco de Chile rejects the claims contained in the complaint filed in the United States as lacking factual and
legal merit. Management believes, based on the advice of Banco de Chile's U.S. regulatory and litigation
counsdl, that there is no basis under U.S. or any other jurisdiction’s law for the Foundation to bring a claim
against Banco de Chile. Banco de Chile intends to vigorously oppose the complaint and will take all
appropriate actions to protect its rights. Therefore, Banco de Chile has not established provisions for this
contingency.
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23. Fiduciary Activities

The following items are recorded in memorandum accounts by Banco de Chile and represent fiduciary
safekeeping and custody services:

As of December 31,

2004 2005
MCh$ MCh$
Securities held in safe CUStOY .........ccoererieiiie e 3,155,695 3,460,794
Amounts to be collected on behalf of domestic third parties.............. 283,858 170,558
Amounts to be collected on behalf of foreign third parties................. 372,081 252,663
Total fiduciary activities .........ccooevevrienierieeieree e 3,811,634 3,884,015

24. Concentrations of Credit Risk

Concentrations of credit risk (whether on or off-balance sheet) arising from financia instruments exist in
relation to certain groups of customers. A group concentration arises when a number of parties have similar
economic characteristics that would cause their ability to meet contractual obligations to be similarly affected
by changes in economic or other conditions. Pursuant to Chilean banking regulations, significant exposure
exists when the concentration of any individual customer or counterparty exceeds ten percent of Banco de
Chile's effective equity. Banco de Chile does not have a significant exposure to any individual customer or
counterparty.

Counterparty risk

Banco de Chile maintains a series of deposits, investments purchased under agreements to resell, forward
contract agreements and other financial instruments with ingtitutions in the Chilean banking sector. The
principal counterparties within the Chilean banking sector, excluding the Central Bank, and Banco de Chile's
related exposure to credit risk, as of December 31, 2004 and 2005 are as follows:

Counterparty Risk

As of December 31,
Bank 2004 2005
MCh$ MCh$

Banco Santander - Chil€..........ccceeveueiieiiiceeeeeeeee e 17,631 15,065
BBV A BanCo Bhif ........cccooirieeeiiirseeesesss e sesesnenens 3,450 11,976
COrPRANCAL......ceeecieieteii et 887 11,060
BaNCO SECUNLY ...ttt 3,216 8,106
Banco del Estado de Chile..........cocvirirreeenieeeereee s 1,821 6,294
Banco de Crédito € INVErSIONES..........cceerererereeeeeeresessesesesessesnsens 1,625 5,860
Banco Falabella.......ccocvvieiieieeseceeee e 67 3,464
BaNCO BICE......oicueicict et 8,875 2,730
BankBOStON NLA ..ot 1,235 2,255
BanNCO RIPIEY ..ottt 40 1,798
Scotiabank SUd AMENCAN0 ......cvvverieiieiieesiee e 1,147 958
JP Morgan Chase Bank...........ccccrreeenneninceereseseeeee e 684 676
ABN Amro Bank (Chil€)..........cccveueuiimnniniiicceiesneseccccecnees 581 295
CitibanK NLA ... 730 81
BaNCO PENEA......ccoiiiiiiieeieee s — 81
Banco INterNaCional ...........cccccueeeeveeieuesiee e 59 22
Deutsche Bank (Chil€)..........ccccucueuimniiicceieiensseecreieeissnene 91 —
BANCO MONEX ...ttt st 46 —

Banco de Chile maintains a policy of placing deposits with a number of different financial institutions and
does not believe that any one of these banks represents an unacceptable credit risk. Banco de Chile does not
usually require collateral from these counterparties.
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25. Sales and Purchases of Loans

From time to time, Banco de Chile sells and purchases loans based on specific requirements from customers.
During the years ended December 31, 2003, 2004 and 2005, Banco de Chile sold |oans totaling MCh$16,232,
MCh$66,726 and MCh$19,816, respectively, however, Banco de Chile does not originate loans for future
sale. Banco de Chile did not retain servicing or any other interest in the loans sold or retains any risks in the
event of non-collection by the purchaser. During the year ended December 31, 2004 and 2005, Banco de
Chile purchased loans amounting to MCh$ 5,085 and MCh$60,206, respectively. During prior years Banco
de Chile did not purchase loans. Any gains or losses on such transactions are recognized in results of
operations at the time of the transactions.

The aggregate gains on sales of loans were MCh$425, MCh$10,281 and MCh$2,402 for the years ended
December 31, 2003, 2004 and 2005, respectively.

26. Maturity of Assets and Liabilities

The maturity dates of assets and liabilities are shown in the following table including accrued interest as of
December 31, 2005.

As of December 31, 2005

Due after 1  Due after 3

year years
Due within1 but within 3  but within  Due after 6 Total Total
year years 6 years years 2005 2004
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
ASSETS
(0= 1S (1) SRS 3,244509 1,370,951 1,146,942 1,597,117 7,359,519 6,458,197
SECUNTIES (2) wovveevieeeieire e 1,450,005 — — — 1,450,005 1,665,040
Total..coeeeeeeee e 4,694,514 1370951 1,146,942 1597,117 8,809,524 8,123,237
LIABILITIES
Deposit and other obligations (3) .............. 4,276,743 198,184 — — 4,474,927 3,648,118
Mortgage finance bonds...........ccccccvverienene 72,128 108,694 151,380 224,302 556,504 817,288
BONAS.......cooviieeirieereee e 98,182 181,312 159,812 190,682 629,988 463,941
Chilean Central Bank borrowings:
Central Bank credit lines for renegotiations
(0] o= 10 S USRS 1,407 — — — 1,407 1,999
Other Central Bank borrowings................ — — — — — 111,518
Borrowings from domestic financial
INSHEULIONS.....ccveecveecee e 90,160 — — — 90,160 27,349
Foreign borrowings..........ccoeeeveveeeneiienens 464,761 93,243 103,489 — 661,493 616,988
Other obligations..........cccceceveiievceeneenne, 33,743 — — — 33,743 46,461
Total.coeeeeeeec 5,037,124 581,433 414,681 414984 6,448,222 5,733,662

(1) Excludes contingent loans, overdue loans (1-89 days) and past due loans (90 days or more).

(2) Excludes unrealized gains on permanent financia investments included in equity of MCh$ 96 and MCh$ 4 for the years ended
December 31, 2004 and 2005 respectively. In accordance with Superintendency of Banks trading investments are classified as due
within 1 year.

(3) Excludes demand deposit accounts, saving accounts, investments sold under agreements to repurchase and contingent liabilities.
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27. Subsequent Events

In the opinion of Bank’s Management, as of the date in which these consolidated financial statements were
issued there are no other significant subsequent events that affect or that could affect the consolidated
financial statements of Banco de Chile and its subsidiaries as of December 31, 2005.

28. Differences between Chilean and United States Generally Accepted Accounting Principles

The following is a description of the significant quantitative differences between accounting principles as
prescribed by the Superintendency of Banks and accounting principles generally accepted in Chile
(collectively “Chilean GAAP"), and accounting principles generally accepted in the United States of America
(“U.S. GAAP").

References below to “SFAS’ are to United States Statements of Financial Accounting Standards. Pursuant to
Chilean GAAP, the Bank’s financial statements recognize certain effects of inflation. In addition, the Bank
translates the accounting records of its branch in New York, USA, its agency in Miami, USA and its
subsidiary Banchile Trade Services Limited in Hong Kong to Chilean pesos from US dollars in accordance
with guidelines established by the Superintendency of Banks, which are consistent with Technical Bulletin
N964, “Accounting for investments Abroad”, issued by the Chilean Association of Accountants. In the
opinion of the Bank, this foreign currency translation methodology forms part of the comprehensive basis of
preparation of price-level adjusted financial statements required by Chilean GAAP. Inclusion of inflation and
the effects of trandation in the accompanying consolidated financial statements under the Chilean accounting
standards in the financial statements is considered appropriate under the inflationary conditions that have
historically affected the Chilean economy even though the cumulative inflation rate for the last three years
does not exceed 100% and, accordingly have not been eliminated in the reconciliation to U.S. GAAP
included under paragraph (s) below.

(a) Push Down Accounting and Purchase Accounting

Under Chilean GAAP, the merger on January 1, 2002 between Banco de Chile and Banco de A. Edwards (the
“Predecessor Banks') was accounted for as a “pooling of interests’ on a prospective basis. As such, the
historical financial statements for periods prior to the merger were not restated and Banco de Chile was
considered to be the continuing entity for legal and accounting purposes. Under U.S. GAAP, the merger of
the two banks was accounted for as a merger of entities under common control, as LQ Inversiones
Financieras, a holding company beneficially owned by Quifienco, controlled both Banco de Chile and Banco
de A. Edwards since March 27, 2001.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(a) Push Down Accounting and Purchase Accounting (continued)

Under U.S. GAAP, when accounting for a merger of entities under common control, the book values of the merging
entities that are held in the books of the common parent must be pushed down to the merged entity. This means that
goodwill previoudly created in the books of Quifienco, the transferring entity, at the time that it acquired each bank and
also any fair value differences created from those purchases must be included in the U.S. GAAP accounting records of
the Bank. In practice this means that the goodwill and fair value adjustments created from Quifienco’s purchases of
Banco de A. Edwards during September and October, 1999 and from Quifienco’s purchases of Banco de Chile made
during 1999, 2000 and March 2001 are pushed down to the merged entity. As this treatment does not apply in Chilean
GAAP, thereis asignificant difference in the asset and liability bases under each body of accounting principles.

Quifienco acquired Banco de A. Edwards, through step acquisitions between September 2, 1999 and October 26, 1999.
There were no additional share transactions between 1999 and the date of the merger. Similarly, Quifienco acquired
Banco de Chile through step acquisitions between October 1999 and March 27, 2001.

Under U.S. GAAP, acquisitions that are accounted for using the purchase method of accounting result in the
identifiable assets and liabilities of the acquired bank being adjusted to their fair values in the consolidated financial
statements of the acquirer. Adjustments to assets acquired and liabilities assumed to fair value and recording the fair
values of unrecognized intangible assets are generically referred to as purchase accounting adjustments. As a result of
its acquisitions of Banco de Chile and Banco de A. Edwards, Quifienco recorded purchase accounting adjustments to
reflect differences related to:

e thefair value of intangible assets, including brand names and long-term customer-relationship intangible (core
deposit intangibles);

o thefair values of loans, excluding any adjustments in the acquiree's historical allowance for loan losses or
other contingent liabilities;

e theaccounting for staff severance liahilities;

o thefair value of bank premises and equipment and other

In addition to the above mentioned adjustments, Under US GAAP Quifienco has considered the fair value of the
subordinated debt arising from the economic crisis in 1982-1983. At that time the former Banco de Chile sold certain
of its non-performing loans to the Chilean Central Bank at face value on terms that included a repurchase obligation.
The repurchase obligation was later exchanged for subordinated debt of each participating bank issued in favor of the
Central Bank. In 1996, a reorganization took place by which the former Banco de Chile was converted to a holding
company named SM Chile that in turn organized a new wholly-owned banking subsidiary named Banco de Chile to
which it contributed all of its assets and liabilities other than the Central Bank subordinated debt. SM Chile then
created a second wholly owned subsidiary, SAOS, that pursuant to a prior agreement with the Central Bank, assumed a
new repayment obligation in favor of the Central Bank which replaced the Central Bank subordinated debt in its
entirety.

SAOS is variable interest entities (VIES) as defined in FASB Interpretation No. 46(R) “Consolidation of Variable
Interest Entities, an interpretation of ARB No. 51" (FIN 46R). In accordance with FIN 46R, the primary beneficiary is
the party that consolidates a VIE based on its assessment that it will absorb a majority of the expected losses or
expected residual returns of the entity, or both. Banco de Chile has determined that it is not the primary beneficiary of
SAOS and, therefore, it has not consolidated SAOS in the Consolidated Financial Statements of Banco de Chile.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(a) Push Down Accounting and Purchase Accounting (continued)

Such purchase accounting adjustments and goodwill and any equity method investments or equity participation in the
results of operations of the acquired banks recorded by the common parent, must be recorded in the U.S. GAAP
accounting records of the Bank. The effects of accounting for the push down of these purchase accounting
adjustments, goodwill and any equity participation in the results of operations of the acquired banks into the accounting
records of the Bank and their subsequent effects on net income is included in paragraph(s), below.

(b) Acquisition of Banco de A. Edwards

Under U.S. GAAP, to the extent that the Predecessor Banks were under common control, the assets and liabilities of
Banco de A. Edwards were transferred into Banco de Chile using the U.S. GAAP carrying values of such assets and
liabilities included in the records of the common parent. However, as Quifienco only owned 51.18% of Banco de A.
Edwards at the time of the merger, to the extent that the minority interest of Banco de A. Edwards was acquired
through the issuance of Banco de Chile shares, Banco de Chile was considered the acquirer.

Therefore, Banco de Chile calculated goodwill based on the difference between the purchase price (i.e. the market
value of the shares issued by Banco de Chile) and the fair value of the proportion of assets and liabilities acquired at
the date of the merger. As part of this process, under U.S. GAAP, Banco de Chile was aso required to value the
interest acquired of previously unrecorded intangible assets, such as the Banco de Edwards brand name and core
deposit intangibles, and to include these assets in the financial records of the Bank. Such assets were not required to be
recorded under existing Chilean GAAP at that time.

As a consequence of the merger between Banco de Chile and Banco de A. Edwards, Banco de Chile issued
23,147,126,425 shares in exchange for all the outstanding common shares of Banco de A. Edwards using an exchange
ratio of 3.135826295 Banco de Chile shares for each Banco de A. Edwards share. Under U.S. GAAP Banco de Chile
was considered to have acquired 48.82% of the outstanding shares in Banco de A. Edwards, which corresponded to
those shares that Quifienco did not own as of that date. The acquisition of these shares has been accounted for using
purchase accounting as described in the preceding paragraph. The consideration paid has been determined using an
average of the market value of the publicly traded Banco de Chile shares, which at January 1, 2002 was Ch$25,110.17
(historical Chilean pesos) per share, plus merger expenses.

Under U.S. GAAP, purchase allocation of the 48.82% participation acquired from sharehol ders other than Quifienco
and its subsidiaries as of January 1, 2002 was as follows:

MCh$

Net book value of Banco de A. Edwards...........ccoceveeeeevvieeenns 129,096
Incremental fair value of identified intangible assets (1)(2)........ 33,406
Fair value increment of identified net assets acquired ................ (48,171)
Fair value of Banco de A. Edwards..........cccccoeeeeveeeieeeecenee e, 114,331
Purchase price

Market value of Banco de Chile shares issued (313,464)
Direct costs Of aCqQUISITION .......ccceiiiireieieerc e (1,260)
GOOAWITT .t (200,393)

(1) Coredeposit intangibles resulting from the acquisition amounted to MCh$29,749 and is being amortized over the estimated run-off period
by product of the acquired customer base at the date of purchase.
(2) Brand nameintangibles resulting from the acquisition amounted to MCh$3,657 and is being amortized over 10 years.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(b) Acquisition of Banco de A. Edwards (continued)

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of
acquisition.

As of January 1, 2002

MCh$

Cash and due from banks.........cccovvevereeieeneciee e, 131,550
Financial iNnVeStMENtS.........ccoveeeieeeeieeieeeecrecreeneenea 194,366
LOANS, NEL......oeeeieece et 1,127,216
INtANGIDIES......ccvicveeceec e 33,406
(0111 SO USROS 90,287
Total assets aCqUITed..........cooereeeeeerenirenerieeeeeene 1,576,825
DEPOSIES ...cvevieiesiirieieeeeets sttt ene 894,059
Other interest bearing liabilities 490,513
Other liabilitieS ....oovvieeereceece e 77,922
Total liabilities assumed ........c.cccoveveevieecceecireeiiens 1,462,494

Net assets acqUITed........coceeeererenereneseeeeeeens 114,331

Of the MCh$33,406 of acquired intangible assets, MCh$29,749 was assigned to core deposits subject to amortization
(using an estimated rate that the bank’ s customers are expected to leave the bank in future years, based on a historical
analyses performed by the Bank), and MCh$3,657 has been assigned to a registered trademark that is being amortized
over a 10 year useful life.

The Bank does not amortize goodwill related to the acquisition of Banco de A. Edwards, following the provisions of
SFAS No. 142, as described in paragraph (c) below.

(c) Amortization of Goodwill and Intangible Assets

The Bank adopted Statement of Financia Accounting Standard No. 142, “Goodwill and Other Intangible Assets’,
("SFAS 142") as of January 1, 2002. SFAS 142 applies to all goodwill and identified intangible assets acquired in a
business combination. Under this standard, beginning January 1, 2002, al goodwill, including that acquired before
initial application of the standard, and indefinite-lived intangible assets are not amortized, but must be tested for
impairment at least annually.

The Bank has performed the annual impairment test of goodwill required by the standard, which did not result in any
impairment. Under Chilean GAAP, the Bank does not present any goodwill as of December 31, 2005. Under U.S.
GAAP, the carrying value of goodwill, net of accumulated amortization, related to the push-down of goodwill from
Quifienco, the acquisitions of Banco de A. Edwards and Leasing Andino, described in paragraphs (a), (b) and (p) to
this note, respectively, were MCh$383,881, MCh$200,393 and M Ch$1,988, respectively.

The table below presents the allocation of the total carrying value of goodwill by segments of the Bank:

Business Segments MCh$
Wholesale.........ccoeerererennnen. 345,129
Retail Market ..........ccvuuee. 163,619
International............ccceveee 41,874
Treasury.....cccoceeeeevesceennennes 11,283
Subsidiaries ........ooevvenennen. 24,357
Total goodwill .................. 586,262
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(d) Loan Origination Commissions and Fees

Under Chilean GAAP, as from January 1, 2000, Banco de A. Edwards began recognizing loan origination and service
fees and costs over the term of loans to which they relate, and the period that the services are performed. Banco de
Chile began applying this accounting treatment during 2001 for loan origination and service fees and certain costs, and
from January 1, 2002 for those related costs previously not considered. Prior to this accounting change, loan
origination and service fees were recognized when collected and related direct costs when incurred.

Under Statement of Financial Accounting Standard No. 91, “Accounting for Nonrefundable Fees and Costs Associated
with Origination of Acquiring Loans and Initial Direct Costs of Leases’, loan origination fees and certain direct loan
origination costs should be recognized over the term of the related loan as an adjustment to yield. As of December 31,
2002, the accounting treatment applied under Chilean GAAP is considered similar to U.S. GAAP.

The effect of accounting for net loan origination fees in accordance with U.S. GAAP is included in the reconciliation
of consolidated net income and shareholders’ equity in paragraph(s) below.

(e) Deferred Income taxes

Under Chilean GAAP, prior to 1999, the Bank did not record the effects of deferred income taxes. Effective January 1,
1999, and in accordance with the new accounting standard under Chilean GAAP, the Bank was required to record the
effects of deferred tax assets and liabilities based on the liability method, with deferred tax assets and liabilities
established for temporary differences between the financia reporting basis and the tax basis of the Bank’s assets and
liahilities at enacted tax rates expected to be in effect when such amounts are realized. As a transitional provision to
reduce the impact of adoption of this standard, the banks were permitted to record a contra (“ complementary”) asset or
liability as of the date of implementation of the new accounting standard, January 1, 1999, related to the effects of
deferred income taxes from prior years.

These complementary assets and liabilities are to be amortized over the estimated period of reversal of the temporary
differences that generate the future income tax asset or liability. Such period ended as of December 31, 2004.

Under Statement of Financia Accounting Standard No. 109, “Accounting for Income Taxes’, income taxes are
recognized using the liability method in a manner similar to Chilean GAAP, except for the transitional provisions
allowed by Chilean GAAP as described above.

Additional disclosures required under SFAS No. 109 are further described in paragraph (v) below.

(f) Investments in other companies

As shown in Note 9, certain long-term investments of less than 20% of the outstanding shares in other companies have
been recorded using the equity method of accounting. Under U.S. GAAP these investments would generally be
accounted for at cost less any non-temporary impairment in value. The effect of recording these assets in accordance
with U.S. GAAP isincluded in the reconciliation of consolidated net income and shareholders equity in paragraph (s)
below.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(9) Repurchase agreements

The Bank enters into repurchase agreements as a source of financing. In this regard, under Chilean GAAP the Bank's
investments that have been sold subject to repurchase agreements are reclassified from their investment category to
investment collateral under agreements to repurchase. Under U.S. GAAP, no such reclassification is made since, in
substance, the investment securities serve only as collateral on the borrowing. For purposes of the Article 9
consolidated balance sheets included in paragraph (u) below, investments that collateralize such borrowings are shown
as trading investments.

(h) Interest income recognition on non-accrual loans

The Bank suspends the accrual of interest on loans when it is determined to be a loss or when it becomes past due.
Previously accrued but uncollected interest is not reversed at the time the |oan ceases to accrue interest.

Under U.S. GAAP, recognition of interest on loans is generally discontinued when, in the opinion of management,
there is an assessment that the borrower will likely be unable to meet all contractual payments as they become due. As
a genera practice, this occurs when loans are 90 days or more overdue. Any accrued but uncollected interest is
reversed against interest income at that time.

In addition, under Chilean GAAP, any payment received on past due loans is treated as income to the extent that
accrued interest is due, but has not been recorded because the status of the loan, after reducing any recorded accrued
interest receivable. Any remaining amount is then applied to reduce the outstanding principal balance. Under U.S.
GAAP, any payment received on loans when the collectibility of the principal isin doubt istreated as a reduction of the
outstanding principal balance of the loan until such doubt is removed. The effect of the difference in interest
recognition on non-accrual loansis not material to the Bank’ s financia position and results of its operations.

(i) Contingent assets and liabilities

Under Chilean GAAP the Bank recognizes rights and obligations with respect to contingent loans as contingent assets
and liabilities. Under U.S. GAAP, such contingent amounts are not recognized on the balance sheet. If U.S. GAAP had
been followed, the total assets and liabilities of the Bank would have been lower by MCh$551,330 and M Ch$723,907
as of December 31, 2004 and 2005, respectively. This reclassification isincluded in the Article 9 consolidated financial
statements in paragraph (u) below.

Within contingent assets and liabilities the Bank includes financial guarantees. For guarantees, in accordance to FASB
Interpretation No. 45, “Guarantor’'s Accounting and Disclosure Reguirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others’ (“FIN 45”), a guarantor is required to recognize, at the inception of a guarantee,
a liability for the fair value of the obligation undertaken in issuing the guarantee. Under Chilean GAAP, the Bank
recognizes a liability which approximates fair value of the obligation related to guarantees. The required FIN 45
disclosures have been incorporated into paragraph (ab), below.

(j) Allowance for loan losses

The determination of the allowance for loan losses and disclosure requirements under U.S. GAAP differs from that
under Chilean GAAP in the following respects:

1) Allowance for loan losses

Under Chilean GAAP, the alowance for loan losses is calculated according to specific guidelines set out by the rules
of the Superintendency of Banks, as described in Note 1 (1).
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(i) Allowance for loan losses (continued)

Under U.S. GAAP allowances for loan losses should be in amounts adequate to cover inherent losses in the loan
portfolio at the respective balance sheet dates. The Bank has estimated its required reserve under U.S. GAAP in the
following manner:

e Allowances for commercial loans and leasing operations classified in loan risk category Al, A2, A3 and B (A and
B under regulations in effect until January 1, 2004), which were not considered impaired under Statement of
Financial Accounting Standard No. 114, “Accounting by Creditors for Impairment of aLoan” (“SFAS No. 114"),
were analyzed and adjusted, if necessary, to reflect the estimated losses not identified based on individual credit
analysis. The estimations were performed using historical loan data, in order to estimate the inherent losses in the
Bank’s loan portfolio, using patterns and trends based upon historical changes in loan classifications (“migration
analysis’).

e |Inaddition, specific allowances were determined for loans on the following basis:

i) Commercia loans and leasing operations greater than UF 5,000 (approximately MCh$90), which were
considered impaired in accordance with the criteria established by SFAS No. 114, were valued at the present
value of the expected future cash flows discounted at the loan's effective contractual interest rate, or at market
ratesin the case of those loans that were considered to be collateral dependent.

i) Allowances for commercial loans and leasing operations which were under UF 5,000 (approximately MCh$90
(i.e. those loans which were not considered in the above SFAS No. 114 analysis), were calculated using the
weighted average loan provision, by loan classification, as determined in ).

iii) Allowance for loan losses for mortgage and consumer loans were determined based on historical loan charge-
offs, after considering the recoverahility of the underlying collateral.

Based on the preceding estimation process the Bank computed its alowance for loan losses under U.S. GAAP, and
compared this estimate with the reported alowance determined in accordance with the guidelines established by the
Superintendency of Banks. The additional |oan loss allowance (voluntary allowances under previous regulations) included
in the determination of the Bank’s allowance for loan losses under Chilean GAAP has not been considered in the
determination of the reserve requirements under U.S. GAAP to arrive at a cumulative U.S. GAAP adjustment, asfollows:

As of December 31,

2004 2005
MCh$ MCh$
U.S. GAAP 08N IOSSTESEIVE.....covirececirreresie et 119,999 102,971
Less: Chilean GAAP loan loss allowance as required by the Superintendency
OF BAINKS ..ottt (159,318) (141,305)
U.S. GAAP aQJUSTMENT......cviiciciiieiciecte ettt enas (39,319) (38,334)

The effects of adopting SFAS No. 114 are included in the reconciliation included in paragraph(s) below.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(i) Allowance for loan losses (continued)
2) Recognition of income

As of December 31, 2003, 2004 and 2005 the recorded investment in loans for which impairment had been recognized in
accordance with SFAS No.114 totaled MCh$343,006, MCh$464,508 and MCh$379,239, respectively, with a
corresponding valuation allowance of MCh$129,947 MCh$97,297 and MCh$71,135, respectively. For the years ended
December 31, 2003, 2004 and 2005 the average recorded investment in impaired loans was MCh$363,142, MCh$522,770
and MCh$409,282, respectively. For the years ended December 31, 2004 and 2005, the Bank recognized interest on
impaired loans MCh$40,405 y MCh$44,121 (information related to prior periods is not available). Comparative
information for the year ended December 31, 2003 is not available. The Bank recognizesinterest on impaired loans on an
accrua basis, except for past due loans for which the Bank recognizes interest on a cash basis, as described in paragraph
(h) above. As of December 31, 2004 and 2005, the Bank had made provisions against all loans which it considered to be
impaired.

3) Loan loss recoveries
Under U.S. GAAP recoveries of loans previously charged-off are presented as a reduction of the provision for loan
losses. Under Chilean GAAP, until 2003, such recoveries were recognized as other income. Beginning 2004, such
recoveries are presented as a reduction of the provision for loan losses.

The following presents an analysis under U.S. GAAP of the changes in the allowance for loan losses during the periods
presented.

2003 2004 2005
MCh$ MCh$ MCh$
Allowance for loan losses in accordance with U.S. GAAP, as of January 1, ..... 208,727 159,795 119,999
Price-level restatemMent (1) ......coceoeeeirene e (2,918) (4,773) (5,684)
L@ g0t o) £ 26,963 34,950 32,986
L 08N |0SS FECOVENTES ......cveeeeeieieeie st (102,082) (102,626) (67,343)
Allowances for loan | osses established 30,650 34,266 24,605
Allowances for 10an 10SSeS rel@ased ..........coceveierrereie e (1,545) (1,613) (1,592
Balances as of DECEMDBET 31, ......ccuiiiiiiie it 159,795 119,999 102,971

(1) Reflectsthe effect of inflation and exchange rate changes of branches abroad on the allowance for 1oan losses under Chilean GAAP at the
beginning of each period, adjusted to constant pesos of December 31, 2005.

4) Charge-offs

As discussed in Note 1 (1) of these financial statements, under Chilean GAAP the Bank charges-off loans when
collection efforts have been exhausted. Under the rules and regulations established by the Superintendency of Banks,
charge-offs must be made within the following maximum prescribed limits:

- 24 months after aloan is past due (3 months after past due for consumer loans) for loans without collateral;
- 36 months after aloan is past due for loans with collateral.

Under U.S. GAAP, loans should be written-off in the period that they are deemed uncollectible. The Bank believes that

the charge-off policiesit appliesin accordance with Chilean GAAP are generally the same as those required under U.S.
GAAP.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(k) Mortgage Finance Bonds Issued by the Bank

Effective October 31, 2002 the Bank modified its accounting treatment of financial investments in mortgage finance
bonds issued by the Bank in accordance with the instructions of the Superintendency of Banks, reducing from assets
the amount recorded for mortgage finance bonds issued by Banco de Chile, including a market value adjustment, and
from liabilities, the respective mortgage finance bond obligation. Under U.S. GAAP, this accounting treatment would
have been consistently applied.

The effects of this difference between Chilean and U.S. GAAP have been included in the reconciliation to U.S. GAAP
in paragraph (s) below.

(I) Investment securities

Under Chilean GAAP the Bank classifies certain investments as permanent. These investments are stated at fair market
value with unrealized gains and losses included in a separate component of shareholders' equity, net of taxes, and with
realized gains and losses included in other operating results.

Under U.S. GAAP, Statement of Financial Accounting Standard No. 115, “Accounting for Certain Investments in Debt
and Equity Securities” (“SFAS No. 115"), requires that debt and equity securities be classified in accordance with the
Bank’s intent and ability to hold the security, as follows:

e Debt securities that the Bank has the positive intent and ability to hold to maturity are classified as held-to-
maturity securities and are reported at amortized cost.

e Debt and equity securities that are bought and held by the Bank, principally for the purpose of selling themin
the near term, are classified as trading securities and reported at fair value, with unrealized gains and losses
included in earnings.

» Debt and equity securities not classified as either held-to-maturity securities or trading securities are classified
as available-for-sale securities and reported at fair value, with unrealized gains and losses excluded from
earnings and reported in a separate component of shareholders’ equity, net of taxes.

Consequently, investments classified as permanent under Chilean GAAP are considered to be “available-for-sale” and
all other investments are considered to be “trading”, with the exception of certain investments, maintained by the
Bank’s branchesin the United States of America, which are classified as “held-to-maturity”.

Under Chilean GAAP, securities maintained by the Bank’s branches abroad classified as “held-to-maturity” are stated
at fair market value. Under U.S. GAAP, held-to-maturity investments are stated at amortized cost and analyzed for
impairment on a periodic basis.

Investment securities maintained by the Bank’s subsidiaries are carried at the lower of price-level restated cost or
market value and are classified as “trading” for U.S. GAAP purposes.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(I) Investment securities (continued)

(1) Under Chilean GAAP, the unrealized holdings gains (losses) related to investments classified as permanent have
been included in Shareholders' equity, which does not differ from the treatment of “available-for-sale” investments

under U.S. GAAP.

The following are required disclosures for investments classified as available-for-sale in accordance with SFAS N°115
and the presentation requirements of Article 9 (see paragraph (u) below), and have been prepared using amounts
determined in accordance with U.S. GAAP.

Realized gains and losses are determined using the proceeds from sales less the cost of the investment identified to be
sold. Gross gains and losses realized on the sale of available-for-sale securities for the year ended December 31, 2003,

2004 and 2005 are as follows:
Years ended December 31,

2003 2004 2005

MCh$ MCh$ MCh$
Proceeds on sale of investments resulting in gains............. 11,761 1,496 —
Realized gains......ccccoeiriiereeeee s 5,779 27 —
Proceeds on sale of investments resulting in losses............ 3,590 — —
RealiZed 10SSES.......cooiviectieetec et 155 — —

The carrying value and market value of securities available-for-sale as of December 31, 2004 and 2005 are as follows:

Years ended December 31,

2004 2005
Gross Gross Estimated Gross Gross Estimated
Auvailable-for-sale Instruments: Carrying  Unrealized  Unrealized Fair Carrying  Unrealized  Unrealized Fair
Value Gains (Losses) Value Value Gains (Losses) Value
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Foreign private sector debt securities.. 9,930 — — 9,930 — — — —
U.S. Government debt securities......... 11,585 2 — 11,587 21,993 1 — 21,994
Chilean private sector debt securities.. 6,687 96 — 6,783 1,591 4 — 1,595
TOtal.coeeccreree s 28,202 98 — 28,300 23,584 5 — 23,589

The contractual maturities of securities, classified by the Bank as available-for-sale, are as follows:

As of December 31, 2005

After one year After five years
but within five but within 10
Available-for-sale Instruments: Within one year years years Total
MCh$ MCh$ MCh$ MCh$
U.S. Government debt securities .................... 21,994 — — 21,994
Chilean private sector debt securities............... 1,595 — — 1,595
Foreign private sector debt securities — — — —
Estimated fair value..........cccccooevvrevenenene. 23,589 — — 23,589

F-47



BANCO DE CHILE AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
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() Investment securities (continued)

2 The following disclosures are required for investments classified as held-to-maturity in accordance with SFAS
No. 115:

Years ended December 31,

2004 2005
Amortized Unrealized Estimated Amortized Unrealized Estimated
Cost Losses Fair Value Cost Losses Fair Value
Held-to-maturity Instruments: MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
U.S. Government debt Securities............coveveune. 17,424 (2) 17,422 15,364 (1) 15,363
e I 17,424 (2) 17,422 15,364 (1) 15,363

The contractual maturities of securities classified by the Bank as held-to-maturity are as follows:

As of December 31, 2005

After one year
Within one but within five

Held-to-maturity Instruments: year years After five years Total
MCh$ MCh$ MCh$ MCh$
U.S. Government debt SECUNTIES..........cueueererereereiirireeieeese e 15,363 — — 15,363
Estimated fair ValUe..........cccovreiiinncccceeee e 15,363 — — 15,363

(©)] Under U.S. GAAP, the Bank is required to disclose the amounts of unrealized holding gains and losses
included in income on securities classified as trading. For the years ended December 31, 2003, 2004 and 2005, the
Bank recognized in income unrealized holding losses of MCh$10,860 MCh$743 and MCh$3,251 respectively, on
these securities.

The Bank evauates all securities for declines in value that are considered other than temporary (“permanent
impairment”). The Bank charges-off to earnings any amounts which are deemed to be a permanent impairment of the
value of that security.

(m) Derivatives

The Bank enters into derivative transactions for its own account and to meet customers’ risk management needs. These
transactions are mainly foreign exchange forward contracts, which are made in the most cases in US dollars against the
Chilean peso or the UF and, from time to time, in other currencies but only when the Bank acts as an intermediary, in
accordance with the requirements of the Central Bank that requires that foreign exchange forward contracts be made
only in US dollars and other major foreign currencies. Other derivative transactions include primarily interest rate
swaps (paid fixed-received floating) and rate lock. These are used for hedging purposes in order to manage, among
other risks, U.S. interest rate risk related to the Y ankee bonds of Chilean companies bought by the Bank.

In order to manage any credit risk associated with its derivative products, the Bank grants lines of credit to transaction
counterparties, in accordance with its credit policies, for each derivative transaction. The counterparty risk exposure is
a function of the type of derivative, the term to maturity of the transaction and the volatility of the risk factors that
affect the derivative's market value, which are managed by the Bank on an on-going basis as market conditions
warrant.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(m) Derivatives (continued)

As explained in Note 1 (€), under Chilean GAAP the Bank accounts for forward contracts between foreign currencies
and U.S. dollars and forwards contracts between the U.S. dollar and the Chilean peso or the U.F. are valued at the
closing spot exchange rate of each balance sheet date, with the initial discount or premium being amortized over the
life of the contract in accordance with Chilean hedge accounting criteria. The losses recognized in income associated
with these contracts for the years ended December 31, 2003, 2004 and 2005 were MCh$37,576, MCh$22,541 and
MCh$20,286, respectively. The Bank’s interest rate swap agreements are treated as off-balance-sheet financid
instruments and the net interest effect, which corresponds to the difference between interest income and interest
expense arising from such agreements, is recorded in net income in the period that such differences originate, except
for interest rate and cross currency swaps designated as a hedge of the foreign investment portfolio, which are recorded
at their estimated fair market vaues.

Under U.S. GAAP, the Bank applies SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities’,
as amended by SFAS No0.138, “Accounting for Certain Derivative Instruments and Certain Hedging Activities’ and
SFAS No. 149, “Amendment of Statement 133 on Derivative Instruments and Hedging Activities” (collectively “SFAS
133"), which established comprehensive accounting and reporting standards for derivative instruments, including
certain derivative instruments embedded in other contracts, and hedging activities. The Standard required that all
derivative instruments be recorded in the balance sheet at fair value. However, the accounting for changesin fair value
of the derivative instrument depends on whether the derivative instrument qualifies as a hedge. The standards also
require formal documentation procedures for hedging relationships and effectiveness testing when hedge accounting is
to be applied. If the derivative instrument does not qualify as a hedge, changes in fair value are reported in earnings
when they occur. If the derivative instrument qualifies as a hedge, the accounting treatment varies based on the type of
risk being hedged.

Under U.S. GAAP, the Bank records its entire portfolio of swap agreements at their estimated fair value and forward
contracts between the U.S. dollar and the Chilean peso or UF at the fair value based on the forward exchange rate.

While the Bank enters into derivatives for the purpose of mitigating its global interest and foreign currency risks, these
operations do not meet the strict documentation requirements to qualify for hedge accounting under U.S. GAAP,
except for certain option contracts, which as of December 31, 2004 and 2005, had been designated by the Bank’s U.S.
branches as fair value hedges. As of December 31, 2003, the branches abroad did not designate any derivatives as
hedges. Changes in the fair values of all derivative instruments are reported in earnings when they occur.

Current Chilean accounting rules do not consider the existence of derivative instruments embedded in other contracts
and therefore they are not reflected in the financial statements. For U.S. GAAP purposes, certain implicit or explicit
terms included in host contracts that affect some or all of the cash flows or the value of other exchanges required by the
contract in a manner similar to a derivative instrument, must be separated from the host contract and accounted for at
fair vaue. The Bank separately measures embedded derivatives as freestanding derivative instruments at their
estimated fair values recognizing changes in earnings when they occur. Currently the only host contracts and
instruments that the Bank has, which have implicit or explicit terms that must be separately accounted for at fair value,
are service type contracts related to computer and other services agreements.

The effects of the differences in accounting for derivative instruments between Chilean and U.S. GAAP on the
consolidated net income and shareholders’ equity of the Bank are included in paragraph (s) below.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(n) Mandatory dividend

As required by the Chilean General Banking Law, unless otherwise decided by a two-thirds vote of its issued and
subscribed shares, the Bank must distribute a cash dividend in an amount equal to at least 30% of its net income for
each year as determined in accordance with Chilean GAAP, unless and except to the extent the Bank has unabsorbed
prior year |osses.

Since the payment of these dividends is a legal requirement in Chile, an accrua for U.S. GAAP purposes is made to
recognize the corresponding decrease in equity at each balance sheet date. The Bank’s liahilities would have been
greater by MCh$47,436 and MCh$54,217 as of December 31, 2004 and 2005, respectively, under U.S. GAAP. The
effects of these adjustments on the shareholders’ equity of the Bank are included in paragraph(s) below.

(0) Assets received in lieu of payment

Under Chilean GAAP, assets received in lieu of payment are carried at cost and have been restated for price-level
changes, less a portfolio valuation allowance if the total of the market value of those assets is lower than the carrying
amount. Market value is determined based on appraiser valuations, as required by the Superintendency of Banks. If the
asset is not sold within one year, then recorded asset amounts must be written-off on at least a straight-line basis over
the following 12-month period.

Under U.S. GAAP, assets received in lieu of payment are initially recorded at fair value less any estimated costs to sell
at the date of foreclosure, on an individual asset basis. The effect of recording these assets in accordance with U.S.
GAAP isincluded in the reconciliation of consolidated net income and shareholders' equity in paragraph(s) below.

(p) Acquisition of Leasing Andino

On April 23, 1999, the Bank and its subsidiary Banchile Asesorias Financieras S.A. acquired the remaining 35% of
shares of Leasing Andino that it did not already own from Orix Corporation for MCh$14,775. Under Chilean GAAP,
the Bank recorded goodwill in the amount of MCh$1,299 based on the differences between the investment purchase
price and the amount of the underlying equity in the carrying value of the investee's net assets. As permitted by
Chilean GAAP, goodwill can be amortized on an accelerated basis to the extent of the Bank’ s net income. Accordingly
the Bank completely amortized the goodwill recorded as a result of this transaction during the year ended December
31, 1999.

Under U.S. GAAP, the difference between the cost of an investment and the amount of underlying equity in net assets
is allocated to the underlying assets and liabilities based on their respective fair values at the time of the acquisition.
Any excess of the cost of the investment over such fair value is treated as goodwill.

The effect of the differences in purchase accounting and the amortization of goodwill is included in the reconciliation
of consolidated net income and shareholders equity in paragraph(s) below.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(q) Staff severance indemnities

The provision for staff severance indemnities relates to a benefit payable to a defined number of employees, upon their
retirement from the Bank, conditional upon having completed 30 years of continuous service. The Bank makes
indemnity payments upon termination of the applicable employees, and has not set aside assets to fund its benefit
obligation. Under Chilean GAAP, the corresponding liability is calculated by discounting the benefit accrued using
real interest rates, as described in Note 1 (0), considering current salary levels of all employees ligible under the plan
and the estimated average remaining service period. Under U.S. GAAP the corresponding liability is recorded using
the shutdown method, consistent with the accounting criteria applied by its parent company, Quifienco.

The effects of accounting for termination indemnity benefits under U.S. GAAP have been presented in paragraph (s),
below.

(r) Accumulated deficit development period

For Chilean GAAP purposes, investments in companies which are in the development stage, over which the Bank has
significant influence, are recorded using the equity method, and the Bank’s proportional share of the investee’ s income
is recorded in a reserve that forms part of the Bank’s shareholders equity. For US GAAP purposes, the proportional
share of the investee's income must be charged directly to income. The effect of differences in accounting methods
between Chilean and U.S. GAAP on the consolidated net income and shareholder’s equity of the Bank is included in
paragraph(s) below.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(s) Summary of Income Statement and Shareholders' Equity differences

The following is a reconciliation of consolidated net income under Chilean GAAP to the corresponding U.S. GAAP

amounts:

Net income in accordance with Chilean GAAP ..o,
U.S. GAAP adjustments:
Push Down accounting (Note 28(a))
Fair value of intangibles...........ooooiioiiieee e
Fair value Of [0ANS........ccvviierc e
Fair Value Of PremiSES.... ..ot
Fair value Of Other ..o
Acquisition of Banco Edwards (Note 28(b))
Fair value of intangibles..........coooiiiiieieee e
Fair value Of [0ANS........ccvieiicirc e
Fair value of other interest bearing liabilities. ...
Fair value Of dePOSITS......cviieeeeieeeierieeee et
Fair Value Of PremiSeS.... ..ottt
Fair value Of Other .........cccoiriicc e
Loan origination commissions and fees (Note 28 (d)) ......coeerereerereeiennene
Investments in other companies (Note 28 (f))......cccooerereneneieirere e
Deferred income taxes (NOte 28 (€)) ...veveeeuererierieieeieereeie e
Allowance for 10an 10SSeS (NOE 28 () ...evereererrerrerieniereeieeeeese e
Mortgage finance bonds (NOte 28 (K)).....coereeeererereenieieeeeeee e
Derivatives (NOte 28 (M) ....ceeeruirierieieereeeeie e see s
Held-to-Maturity investments (NOte 28 (1)) .....coerereerrienerenereeeeeee e
Assetsreceived in lieu of payment (NOt€ 28 (0)) -.ovevrereereerienieieeenece e
Staff severance indemnities (NOte 28(Q)) «..veveeerererrererrnerierereseseeseeeenens
Deferred tax effect of the above U.S. GAAP adjustments (Note 28 (€)) .....
Accumulated deficit development period (Note 28 () .cocceevvreereieicnnene
Net income in accordance With U.S. GAAP ...
Other comprehensive income, net of tax (Note 28(W))......c.ccecererereeenne.
Unrealized holding gains (losses) on available-for-sale securities, net

Adjustment for tranglation differences..........oooveeeerieniiineieicnccee
Comprehensive income in accordance with U.S. GAAP .........ccocceeeeee.
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Years ended December 31,

2003 2004 2005 2005
MCh$ MCh$ MCh$ ThUs$
138,634 158,123 180,724 351,460
(13,726) (12,546) (10,459)  (20,340)
(1,319) (1,556) (621)  (1,208)
(237) (235) (297) (578)
19 7 (347) (675)
(4,908) (3,940) (3251) (6,322
1,172 829 669 1,301
4,629 4,480 4,246 8,257
(252) (26) — —
©) ©) ©) (18)
83 85 81 158

(496) — — —
104 26 86 167
(1,358) 497 — —
7,762 8,555 (985)  (1,915)

2,035 — — —
3,643 (1,244) (4,885  (9,500)
10 4 48 93
405 1,060 2,832 5,507
130 200 (1,230) (2392
2,145 (2,024) 2,416 4,698
— — (188) (366)
138,471 152,202 168,830 328,327
(6,687) (2,529) (3307)  (6432)
(2,783) (197) (78) (152)
(3,904) (2,332) (3229)  (6,280)
131,784 149,673 165523 321,895




BANCO DE CHILE AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Restated for general price - level changes and expressed in millions of constant
Chilean pesos as of December 31, 2005)
28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(s) Summary of Income Statement and Shareholders’ Equity differences (continued)

The following is a reconciliation of consolidated shareholders equity differences under Chilean GAAP to the
corresponding amounts under U.S. GAAP:

Years ended December 31,

2004 2005 2005
MCh$ MCh$ ThUS$
Shareholders’ Equity in accordance with Chilean GAAP...................... 698,817 775,107 1,507,375
U.S. GAAP adjustments:
Push Down accounting (Note 28(a))
GOOAWITT ... 403,817 403,817 785,315
Goodwill accumulated amortization (NOte 28(C)) .....ovvvvvevreerereirerereeennns (19,936) (29,936) (38,770)
Fair value of intangibles..........ccoooveieiricreee e 183,913 183,913 357,661
Amortization of fair value of intangibles............cccoevvenniiiciicee, (56,411) (66,870) (130,044)
Fair VAIUE O 10ANS .....ccueiieieieie ettt e 1,594 973 1,892
Fair value Of PremiSeS. ..o 11,761 11,761 22,872
Amortization of fair value of premise..........ccoveeveienecnnineseeee (887) (1,184) (2,303)
Fair value of Other ... 131 (216) (421)
Acquisition of Banco Edwards (Note 28 (b))
GOOAWITT ... 200,393 200,393 389,710
Fair value of intangibles..........ccocoviiiieicr e 33,406 33,406 64,966
Amortization of fair value of intangibles............cccoeovevnniiicniceee (15,233) (18,484) (35,946)
Fair value Of [0ANS.........coviiiiere e (4,625) (3,956) (7,693)
Fair value of other interest bearing liabilities..........cccveinicinciencce (35,830) (31,584) (61,422)
Fair value Of PremiSesS..... ..o 91 91 177
Amortization of fair value of premises.........cocveeveieneenniceneseeseee (28) (37) (72)
Fair value Of Other ..o (683) (602) (1,171)
Investments in other companies (Note 28 (f))........coovvrereneiernenneireene 559 645 1,254
Allowance for 10an 105525 (NOLE 28 (1)) ..vvevevrreereeireerererieesieesesieesiee e 39,319 38,334 74,549
Derivatives (NOtE 28 (M) ..c.vvveerreirieiirisieerieesee e 6,295 1,410 2,742
Held-to-Maturity investments (NOte 28 (1)) ....c.evrveenreerrieenereeeseeeee 6 49 95
Assetsreceived in lieu of payment (NOte 28 (0)) ..o.vvveverrreererreireeiresieerenes 2,117 4,949 9,624
Minimum Dividend (NOtE 28 (1N)).....cerrrererreiririereneireeesese e (47,436) (54,217) (105,437)
Goodwill — Leasing Andino Acquisition (NOte 28 (P)) ....covevvreevenerrerereeennns 1,988 1,988 3,866
Staff severance indemnities (NOte 28 (4)) «.vvevvrverererrerereeerreeresieesreeseeenens (3,796) (5,026) (9,774)
Deferred tax effect of the above U.S. GAAP adjustments (Note 28 (€)) ..... (27,394) (24,977) (48,574)
Shareholders’ Equity in accordance with U.S. GAAP........ccccoceieieenne. 1,371,948 1,429,747 2,780,471
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(s) Summary of Income Statement and Shareholders’ Equity differences (continued)

The following summarizes the changes in shareholders’ equity under U.S. GAAP during the years ended December 31,
2004 and 2005:

Years ended December 31,

2004 2005 2005

MCh$ MCh$ ThUS$
Balance as Of JANUAIY 1, ......ccovuiueueueiririrrieicieeeesee et 1,423,634 1,371,948 2,668,069
DiIVIAENAS PAIG.......ccereeeeieieierireieieiee ettt s (139,213) (158,580)  (308,395)
Mandatory dividends, Previous date..........cooeiireerereeierienene e 41,591 47,436 92,250
Mandatory dividends, ClOSING Aate..........coirereeiirirere e (47,436) (54,217)  (105,437)
Unrealized gains on Available-for-sale investments, net of taxes...........cccccceueee. (197) (78) (152)
Common StOCK FEPUICNESEA...........coueieieeieeeceeeste et (56,301) — —
Placement Of SNAIES.......cooouiiiieii ettt s e et e s st e e s s ae e e s aeeas — 57,637 112,089
Cumulative trand ation adjUSIMENT ...........ooeeeiriiere e (2,332 (3,229) (6,280)
Net income in accordance With U.S. GAAP......... e 152,202 168,830 328,327
Balance as of DECEMBET 31, .....ooi ittt s aa e s aneas 1,371,948 1,429,747 2,780,471

(t) Net income per share

The following disclosure of net income per share information is not generally required for presentation in the
financial statements under Chilean GAAP but isrequired under U.S. GAAP. Earnings per share is determined by
dividing combined net income by the weighted average number of total shares outstanding.

Years Ended December 31,

2003 2004 2005
Chilean GAAP(1) Ch$ Ch$ Ch$
EarningS P SNAIE ......ccvvvireirieiesieeree ettt 2.04 2.36 2.69
Weighted average number of total shares outstanding (in millions)............... 68,079.8 66,932.7 67,091.3
U.S. GAAP(1)
EarningS P SNare ......ooue it 2.03 227 252
Weighted average number of total shares outstanding (in millions)............... 68,079.8 66,932.7 67.091,3

(1) Basic and diluted earnings per share have been calculated by dividing net income by the weighted average number of common shares
outstanding during the year. There are no potentialy dilutive effects on the earnings of Banco de Chile as it had not issued convertible
debt or equity securities.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(u) Article 9 Presentation of Income Statements and Balance Sheets

The presentation of the consolidated financial statements differs significantly from the format required by the
Securities and Exchange Commission under Rules 210.9 to 210.9-07 of Regulation S-X (“Article 9"). The following
financial statements are presented in constant Chilean pesos of December 31, 2005 and are presented in a format that
complies with the requirements of Article 9 of Regulation S-X. The Income Statements presented for the years ended
December 31, 2003, 2004 and 2005 disclose the Bank’s U.S. GAAP income statements in a format that complies with
the requirements of Article 9 of regulation S-X.

The principal reclassifications and adjustments which were made to the basic Chilean GAAP consolidated financial
statements in order to present them in the Article 9 format are as follows:

1
2.

Elimination of contingent assets and liabilities from the balance sheet.

Presentation of recoveries of loans previously charged-off as a reduction of the provision for loan losses
instead of as other income.

Reclassification of fees relating to contingent loans from interest income under Chilean GAAP to other
income under Article 9.

Elimination of the cash clearing account from cash and due from banks.")

Presentation of forward contracts classified based on legal right to offset.

Reclassification of assets under lease from Other assets under Chilean GAAP to Bank premises and equipment
under Article 9.

Presentation of deferred taxes on net basis.

Inclusion of adjustmentsto U.S. GAAP described in Note 28(s).

)

In accordance with regulations issued by the Superintendency of Banks, Chilean banks include under the caption “Cash
and due from banks’ amounts related to checks from other banks that have been deposited in their clients' checking
accounts that are pending settlement. As no cash is involved in the transaction, these amounts should not be recorded
under U.S. GAAP until the cash is received, which normally occurs the following business day.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(u) Article 9 Presentation of Income Statements and Balance Sheets (continued)

The following income statements presented for the years ended December 31, 2003, 2004 and 2005 have been
prepared in accordance with U.S. GAAP to disclose the Bank’ s consolidated income statement in accordance with the
requirements of Article 9:

Years ended December 31,

Income Statements 2003 2004 2005
MCh$ MCh$ MCh$
INTEREST INCOME:
Interest and fEES ON 10ANS........c.ouvireicceieiee e 498,680 537,239 634,279
Interest on investments............. (20,479) 40,863 55,618
Interest on deposits with banks... 1,933 2,447 8,875
Interest under agreementsto resell .. . 105 11,385 9,307
Total INtErest iINCOME ....c.ccvieereieeieeiseeete e 480,239 591,934 708,079
INTEREST EXPENSE:
INLErest ON AEPOSITS .......ceieciiecicieieiri et (92,210) (92,091) (173,368)
Interest on investments sold under agreementsto purchase.................... (9,234) (8,092) (9,891)
Interest on short-term debt...........ovceierrneeer e (9,943) (116,750) (5,735)
Interest on long-term debit......... (101,112) (1,249) (115,439)
Interest on other borrowed funds. — — (1,671)
Price-level restatement (1)........... (4,286) (7,735) (11,450)
Total interest expense.... . (216,785) (225,917) (317,554)
Net iNterest iNCOME..........cevveieeeeeieecee e 263,454 366,017 390,525
PROVISION FOR LOAN LOSSES ......ccoovnieirerirersieireneisesseeeneseenenees (29,106) (32,653) (23,013)
NET INTEREST INCOME AFTER PROVISION FOR LOAN
LOSSES ...ttt sttt naenn 234,348 333,364 367,512
OTHER INCOME:
Fees and COMMISSIONS ...ttt 76,146 101,681 109,910
Brokerage and securities income net gain (losses) on trading activities. 11,436 (4,420) (1,467)
Net gains (losses) on foreign exchange...........oveevereceeerneennnenccnees 96,698 18,296 7,571
OtNET TEVENUE.......cviieiccieieteee ettt 6,029 6,532 11,270
Total Other INCOME.......cviveieeieeeeeee e 190,309 122,089 127,284
OTHER EXPENSES:
SA@IES. ...eveeeetrecieereie ettt (132,433) (140,918) (150,616)
Net premises and equipment expenses... . (24,957) (24,132) (25,582)
Administration eXpenses............ccoeeeen. . (79,150) (84,617) (101,802)
Other expenses............... . (35,668) (33,046) (28,991)
MINOFITY INEEIESE ...ttt (2 (1) —
Total Other EXPENSES.......c.cvveerreereereecrree e (272,210) (282,714) (306,991)
INCOME BEFORE INCOME TAXES......ccoonerirerieireeinenseeeneenns 152,447 172,739 187,805
INCOME TAXES ..ottt (13,976) (20,537) (18,975)
NET INCOME FOR THE YEAR .....ccvtiiiiininirirnii e 138,471 152,202 168,830

In connection with the preparation of the Article 9 income statement:

(1) The price-level restatement includes the effect of inflation primarily resulting from the loss in purchasing power on interest earning assets and
interest bearing liabilities due to inflation. As the Bank does not maintain the price-level adjustment for separate categories of assets and
liahilities, such adjustment is presented as a component of interest expense.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(u) Article 9 Presentation of Income Statements and Balance Sheets (continued)

The following balance sheets presented as of December 31, 2004 and 2005 have been prepared in accordance with U.S.
GAAP to disclose the Bank’s consolidated balance sheets in accordance with the requirements of Article 9:

Balance Sheets

As of December 31,
2004 2005
MCh$ MCh$
ASSETS
Cash and due fromM DANKS.........oocueie ettt e e s e e s rae s 592,161 496,593
TermM FEAEIAl FUNS.......ceeie ettt ae e s st e e s snan e s sneeas 58,010 231,351
Interest bearing deposits in other Danks.............cccceeiiiininerneee e 40,233 73,264
Investments under agreementSto reSell .........ooooeeieiiiineceee e 27,257 46,695
Trading INVESLMENES........cooiiieieieete et se e st ae e e e e e e 1,493,916 1,080,499
Available-for-sal@ INVESIMENTS .........oiiiieie et s e sba e s aee e e 28,300 23,589
Held-to-maturity INVESIMENTS .......o.eiiiiieeeeeee e e 17,424 15,364
SUDLOLAL ... 1ottt ettt be e b e e b s be e b e sbe e s e sbeeanesbesnnesbesnnesresneens 2,257,301 1,967,355
LOBNS .ottt sttt ettt et et e b e b e s he b e be et e s he e b e he et e beeareabeeatebeereebeeaaenrenreens 6,704,199 7,622,550
UNEAINE INCOME.......cuiiuiiiiiteiteieteieete ettt st b et seeseeseebesbeste b e e enseneeneas (67,766) (76,663)
AlloWanCe fOr [0aN TOSSES.......c.cciviiiiiieicieeee et (119,999) (102,971)
(0720 S < 6,516,434 7,442,916
Premises and equUipMent, NEL ..ot 176,193 175,185
(0700 11 1 586,262 586,262
(@131 = S5 (=T 389,328 454,745
TOTAL ASSETS ..ottt sttt st st sree e snassresneens 9,925,518 10,626,463
LIABILITIES AND SHAREHOLDERS’ EQUITY
Deposits:
NON-INtErESt DEAMNNG ......evieeieeeieeee e 1,868,317 1,858,724
INEErESt DEAMNG ..veveviieieisiei sttt b s et esae e seenennes 3,795,575 4,613,253
B0 1= [0 = 0= 1 £SO 5,663,892 6,471,977
ShOrt-termM DOMTOWINGS. ...c.eeeeeeeiieste e 526,842 136,548
Investments sold under agreements to repurchase..........cocooeeeeerenencseccicnceee 361,653 270,750
(@131 S TT= o1 L1 L= 406,651 449,109
LONG-TErM AEDE ... 1,594,531 1,868,331
TOTAL LIABILITIES ...ttt sttt sve e s s sneens 8,553,569 9,196,715
MINOTILY INEEIESE ...e.viveetesteieieeee ettt st te e s r e b e e s e tesbesrenaennens 1 1
Shareholder’s equity:
(0] 2101010 4 JE< (0 o: QR 512,371 512,371
Other Shareholders’ equity 859,577 917,376
TOTAL SHAREHOLDERS’ EQUITY ...ooiiiiiieeeeeceeece et 1,371,948 1,429,747
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 9,925,518 10,626,463
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(u) Article 9 Presentation of Income Statements and Balance Sheets (continued)

The following is a reconciliation of total assets presented in accordance with guidelines established by the
Superintendency of Banks and the presentation prescribed by Article 9:

As of December 31,
2004 2005
MCh$ MCh$
Total assets of the Bank under Chilean GAAP ... 9,996,575 10,692,761
Elimination of assets offset by liabilities:
Cash Clearing aCCOUNL ........cccccviirieiieiee e (330,519) (142,012)
(011 1] a0 =101 (o g R (551,330) (723,907)
Reclassification of forward CONtracts.........ccocevevvvenniinenninereee e 69,493 75,434
Reclassification of deferred taxes .........ccoeevereenenne s (43,397) (43,707)
U.S. GAAP adjuStMENLS, NEL.......cccoieieieiieieeseeee e 784,696 767,894
Total assets as per Article 9 presentation..........ccccceeeeveeveeievesrennenn 9,925,518 10,626,463

(v) Income taxes

The reconciliation of the provision for income taxes charged to income under Chilean GAAP to the corresponding
amounts under U.S. GAAP isasfollows:

Years ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$
Tax expense for the year under Chilean GAAP.............cc....... (14,763) (19,010) (21,391)
U.S. GAAP Adjustments:
Deferred tax effect of applying SFASNo. 109.........cccocvveuenee. (1,358) 497 —
Deferred tax effect of U.S. GAAP adjustments............ccce.e..e. 2,145 (2,024) 2,416
Tax expense for the year under U.S. GAAP ........ccee..... (13,976) (20,537) (18,975)
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(v) Income taxes (continued)

Deferred tax assets (liabilities) are summarized as follows:

As of December 31,

2004 2005
MCh$ MCh$
Deferred Tax Assets:
AlloWaNCe fOr [0AN [OSSES.........cvieiiiiieceie et 22,009 19,116
Obligations with repurchase agreements.... 10,948 11,829
Leasing EQUIPIMENT.........coeeirerierieeeeseeeeesee e see e e see e see e e eseene e s 7,843 6,807
Deferred income taxes related to purchase accounting of Banco de A.

EOAWAIS......ccoeieiieeceecee ettt ettt e re et nnan 3,893 3,598
PErsonnel ProVISIONS. .......ccoceririereerieeee e 2,151 2,170
A VACAHIONS ...ttt te et s e ee e e s e e s s e e e e s seaaeessbnessreneeaa 1,726 1,813
Staff severance indemnities 1,378 1,805
ASSELS Gt MAIKEL VAIUE.......oeeiieeiei ettt s a e 2,871 984
Accrued interests and readjustments from risky loan portfolio ............. 1,131 928
Accrualsinterest and readjustments from past due loans 842 425
Charge-offs from financial investment ............ccccoceoreniienninicnenenne 68 66
Other adjUSIMENES. .....ceeeeeeieiieeiere e 8,644 10,248
Total Deferred TaX ASSEES.......occeiiicieie et e s 63,504 59,789
Deferred Tax Liabilities:

Deferred income taxes related to push down accounting adjustments... 23,817 21,824
Investments with repurchase agreements............cocoveveerencneneneeeneenne 10,785 10,842
Depreciation and price-level restatement of fixed assets..........cccceceueee. 5,087 6,225
TraANSITONY @SSELS.....cvieeeeieeieste ettt e e 1,845 2,292
Other adjustments.........cccocverireneieninenenne 1,863 2,524
Total Deferred Tax Liabilities .......ccoovviviuiiiiciiiiceee e 43,397 43,707
NET DEFERRED TAX ASSETS 20,107 16,082
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(v) Income taxes (continued)

The provision (benefit) for income taxes under U.S. GAAP differs from the amount of income tax determined by
applying the applicable Chilean statutory income tax rate to pretax income as aresult of the following differences:

Years ended December 31,

2003 2004 2005
MCh$ MCh$ MCh$

Chilean taxes due at the applicable statutory rate (1)................ 25,154 29,365 31,927
Increase (decrease) in rates resulting from:

Non-deductible eXPenses .........cccvvvvieceeceerere s 3,627 5,106 4,021

NON-taxabl€ INCOME .......eeeeeeee e (13,078) (16,086) (17,132)

Effect on tax and financial equity restatement (2)...........c.c.... (425) (1,627) (1,929)

Effect of income tax rate change on net deferred tax assets..... (586) — —

(O 1 0= PSS (616) 3,779 2,088

At effeCtive taX Fate ....ccccvei e 13,976 20,537 18,975

(1) TheChilean statuary first category (corporate) income tax rate was 16.5% for 2003 and 17% for 2004 and 2005.
(2) Thisitem corresponds to the difference in the basis used for the price-level restatement calculation of shareholder’s equity for financial and tax
purposes.

(w) Comprehensive Income

The Bank presents comprehensive income and its components with the objective to report a measure of all changesin
shareholders' equity that result from transactions and other economic events of the period other than transactions with
owners (“comprehensive income”). Comprehensive income is the total net income and other non-owner equity
transactions that result in changes in net equity.

The following represents accumulated other comprehensive income balance, net of tax, for the years ended
December 31, 2003, 2004 and 2005:

Year ended December 31, 2005

Before-tax Tax (expense) Net-of-tax

amount or benefit amount

MCh$ MCh$ MCh$
Beginning balanCe .........ccceeeiiiiiiiiieie e (264) (928) (1,192
Price-level restatement (1) ......coooverereereineseireeeseeses s 14 2 12

Unresalized gains on securities available for sale:

Unrealized gains arising during the period ...........occeveivieeeiiiiennnns (94) 16 (78)
Less: reclassification adjustment for gains included in income............ — — —
Net UNrealized QaiNS........oovcvverieeieeieesrieeee e s ee e e e srrreeeee s (94) 16 (78)
Adjustment for translation differences .........ccoeeevveviviseccceccese e (3,229) — (3,229)
ENding balancCe .........cooceeeiiiiiiiieie e (3,573) (914) (4,487)
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(w) Comprehensive Income (continued)

Year ended December 31, 2004

Before-tax Tax (expense) Net-of-tax

amount or benefit amount

MCh$ MCh$ MCh$
Beginning balanCe ...........cooiiiiiiiie e 2,323 (971) 1,352
Price-level restatement (1) .....coccoevereieeienencrese e (18) 3 (25)

Unrealized |osses on securities available for sale:
Unrealized losses arising during the period ...........ccccceeeeeeeneieneeenn. (264) 45 (219)
Less: reclassification adjustment for losses included in net income..... 27 (5) 22
Net UNrealized I0SSES.........ooiriiiiierese s (237) 40 (297)
Adjustment for tranglation differences...........coveveveininiienciccnnn (2,332 — (2,332
ENding balance .....cccueevieiiiiiiiiieee e (264) (928) (1,192)
Year ended December 31, 2003

Before-tax Tax (expense) Net-of-tax

amount or benefit amount

MCh$ MCh$ MCh$
Beginning balanCe ........ccoeiiiiiiiiiiiee e 9,657 (1,537) 8,120
Price-level restatement (1) ....ccccvvevevierieeeesi e 97) 16 (81)

Unresalized losses on securities available for sale:

Unrealized losses arising during the period ..........ccccvveeeeeeevciveneennn. (8,957) 1,478 (7,479)
Less: reclassification adjustment for losses included in net income..... 5,624 (928) 4,696
Net UNrealized I0SSES.......c.cciiiiiiiiiieeee e (3,333) 550 (2,783)
Adjustment for tranglation differences .........ccoevevverneennienncinees (3,904) — (3,904)
ENding balance ..........ooceeiiiiiiiieee e 2,323 (971) 1,352

(1) Reflectsthe effect of inflation on the comprehensive income at the beginning of each period, adjusted to constant pesos of December
31, 2005.

(x) Segment information

The Bank presents information in accordance with Statement of Financial Accounting Standard No.131 “Disclosure
about Segments of an Enterprise and Related Information,” which establishes standards for reporting information about
operating segments and related disclosures about products and services and geographic areas. Operating segments are
defined as components of an enterprise about which separate financial information is available that is regularly used by
the Chief operating decision maker in deciding how to allocate resources and in assessing performance.

The Bank has strategically aligned its operations into five major segments of business based on its market segmentation
and the needs of its clients and trading partners. The Bank manages and measures the performance of its operations
through these business segments using an internal profitability reporting system. As stated by SFAS 131, figures for
years before 2005 have been restated for comparative purpose according to the current segments in which the Bank
measures its business areas during 2005. The internally reported segments are as follows:

Wholesale Market,

The Wholesale market business area serves the needs of corporate customers with annual sales in excess of Ch$1,200
million that are engaged in a wide spectrum of industry sectors. Services provided include depositing and lending in
both Chilean pesos and foreign currency, trade and project financing, working capital financing, leasing, factoring,
foreign trade financing, lines of credit, commercia mortgage loans and various non-credit services, such as financial
consultancy, collections, supplier payments, payroll management and a wide array of treasury and risk management
products, as well as electronic banking services.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(x) Segment information (continued)

Retail Market,

The Retail market business area serves the financial needs of individuals and middle-market companies (with annual
sales of up to Ch$1,200 million) through the Bank of branches network. The principal financial services offered
include credit cards, debit cards, residential mortgage loans, consumer loans, commercial loans, leasing loans, as well
as deposit services such as checking and savings accounts and time deposits.

International Banking,

The International Banking segment includes services offered principally through the Bank’s New York and Miami
branches, but also includes representative offices in Buenos Aires, Sdo Paulo and Mexico City and a worldwide
network of correspondent banks.

Treasury,

The Treasury segment is responsible for the management of the Bank’s assets and liabilities and also offers financial
services to other segments and external customers such as currency intermediation, instruments developed for currency
and interest rate risk hedging, transactions under repurchase agreements and investment products based on bonds,
mortgage notes and deposits. The Treasury segment is also responsible for monitoring compliance with regulatory
deposit limits, technical reserves and maturity and rate matches.

Subsidiaries,

The Subsidiaries segment includes non-banking financial services that are offered through separate legal entities.
These include securities brokerage, mutual fund and investment fund management, financial advisory services,
factoring, insurance brokerage, securitization, trade, collection and sales services.

The financia information used to measures the performance of the Bank’s business segments is not necessarily
comparable with similar information from other financial institutions because it is based on internal reporting policies.
The accounting policies are the same as those applied under Chilean GAAP as described in Note 1, except as noted
below:

e The net interest margin of loans and deposits is measured on an individual transaction and individua client basis,
stemming from the difference between the effective customer rate and the related Bank's fund transfer price in
terms of maturity, re-pricing and currency.

e The results associated with the gap management (interest rate mismatches) have been allocated amongst different
segments in accordance with the amount of long-term loans in each segment.

e The performance of the business areas, measured by an internal profitability system considers results that are
directly related to performance and not to overhead expenses of corporate and support departments, additional
allowances (previously referred to as “voluntary allowances’ under guidelines prior to 2004), taxes and other non-
operating income and expenses.

e Theinternal performance profitability system considers capital allocation in each segment in accordance to Basle
guidelines.

e Provisionsfor loan lossesin each segment are measured on aclient basis.
¢ Inaddition to direct costs (consisting mainly of labor and administrative expenses), the Bank allocates the majority
of its indirect operating costs to each business area based on the type and amount of the relevant transactions.

These costs are mainly related to the use of technology and other computer equipment. Other indirect costs are
allocated using activity-base costing methodology.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(x) Segment information (continued)

The following tables show the results of the Bank by operating segments for the three years ended December 31, 2005:

Year ended December 31, 2005 (1)

Wholesale Retail International

Market Market  Treasury Banking  Subsidiaries  Other (2) Total

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Operating Revenues................ 118,486 285,020 18,831 13,833 70,074 12,207 518,451
PrOVISIONS ... 10,103 (30,897) — 812 (952) (1,094)  (22,028)
Operating Expenses................ (47,658) (135,630) (2,691) (20,590) (40,557) (29,338)  (276,464)
Other income and expenses.... (15,939) (3,937) (389) (156) (2,043 4,620 (17,844)
Net income before taxes....... 64,992 114,556 15,751 (6,101) 26,522 (13,605) 202,115

Year ended December 31, 2004 (1)

Wholesale Retail International
Market Market  Treasury Banking Subsidiaries  Other (2) Total
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Operating Revenues................ 106,933 259,127 28,175 12,177 68,058 12,266 486,736
Provisions........c.cceene. (8,070) (31,017) — 87) (1,769) (265) (41,208)
Operating Expenses................ (49,360) (125,951) (2,382) (8,225) (36,271) (27,434)  (249,623)
Other income and expenses....  (14,447) (2,587) (222) (149) (822) (545) (18,772)
Net income before taxes........ 35,056 99,572 25,571 3,716 29,196 (15,978) 177,133
Year ended December 31, 2003 (1)
Wholesale Retail International
Market Market Treasury  Banking Subsidiaries  Other (2)  Total
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Operating Revenues................ 114,621 231,713 22,535 16,565 56,175 900 442,509
Provisions........cc....... (11,677) (27,956) — 2,203 (585) 1,148 (36,867)
Operating Expenses (48,346) (115,807) (2,321) (7,569) (32,296) (30,087)  (236,426)
Other income and expenses.... (10,884) (872 (69) (32) (711) (3,251) (15,819)
Net income before taxes........ 43,714 87,078 20,145 11,167 22,583 (31,290) 153,397

(1) Segment information disclosed above is based on internal reporting policies and does not conform to Chilean or U.S. GAAP.

(2) “Other” includes the effect of conforming management accounting policies to accounting principles generally accepted in Chile and a number of
non-allocated costs, such as corporate overhead expenses, voluntary provisions and depreciation costs. Also included within other are amounts of
miscellaneous income or expenses that are not earned or incurred by one specific segment, including all external rental income.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(x) Segment information (continued)

Information about geographic areas.

The financia information presented below has been classified considering the country in which the related transactions
were originated. Those transactions which originated in the United States of America, through Banco de Chile's
operations in New York and Miami, U.SA., are primarily completed with Chilean and Argentine citizens and

enterprises, and are principally denominated in U.S. dollars.

A summary of activities by geographic areais asfollows:

As of December 31,
2003 2004 2005
MCh$ MCh$ MCh$

Total Interest Revenues

Republic of Chile.......ccveeeiirrcererre e 441,244 549,445 661,395

USA. e . 13,997 13,488 18,754

HONG KONG...viiiiieieeee s — — —
Total Net Income

Republic of Chile.........covveeiiirecrre e 126,896 154,332 186,092

U.SA et 11,738 3,798 (5,502)

HONG KONG....coiiiiiiir s — (@) 134
Mortgage Loans

Republic of Chile........cooeiiirecerrs e 1,197,855 849,398 670,347

USA. e — — —

Hong Kong — — —
Commercial Loans

Republic of Chile........c.oceiiireeceree e 2,708,410 2,888,842 3,464,724

USA. e . 97,263 81,668 46,178

HONG KONG....vieierieieereeeeee s — — —
Income Taxes

Republic of Chile.......cooiiricieecrrereceee (15,303) (19,131) (21,334)

USA. e . 540 120 (29)

HONG KONG....cniiriieeeiris e — 1 (28)
Bank Premises and equipment

Republic of Chile....... 134,749 136,729 140,227

USA. e . 914 717 2,223

HONG KONG....cviiciii s — — —
Total Assets

Republic of Chile.........ccceiiinriieerreeee e 9,219,239 9,354,221 10,138,550

U.SA et 603,234 642,352 554,198

HONG KONQ...cviieiieieeecesees s — 2 13
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(y) Estimated Fair Value of Financial Instruments and Derivative Financial Instruments

The accompanying tables provide disclosure of the estimated fair value of financial instruments owned by the Bank.
Various limitations are inherent in the presentation, including the following:

The data excludes non-financial assets and liabilities, such as bank premises and equipment and excludes values
attributable to deposit and credit card relationships.

While the data represents management’s best estimates, the data is subjective, involving significant estimates
regarding current economic and market conditions and risk characteristics.

The methodol ogies and assumptions used depend upon the terms and risk characteristics of the various instruments and
include the following:

Cash and due from banks represents cash and short-term deposits which approximate fair value because of the
short-term maturity of these instruments.

Most of the Bank’s securities are considered as trading and therefore are generally carried at quoted market prices.
Interest earning assets and liabilities with an original maturity of less than one year are considered to have a fair
value, which is not materially different from their book value.

For interest earning assets and interest bearing liabilities which are contracted at variable interest rates, their book
valueis considered to be equivalent to their fair value.

For performing loans with fixed-rates and an origina maturity of greater than one year, the fair values were
calculated by discounting contractual cash flows, using the Bank’s current origination rates for loans with similar
terms and similar risk characteristics.

For loans where the Bank’ s management believes that the amounts outstanding will not be paid in accordance with
contractual terms, the estimated cash flows arising from the liquidation of collateralized assets and other expected
flows have been discounted at an estimated discount rate commensurate with the risk in the collection of these
amounts.

For interest-bearing liabilities with fixed rates and an original contractual maturity of greater than one year, the fair
values are calculated by discounting contractual cash flows at current market origination rates with similar terms.

The estimated fair value of foreign exchange forward contracts was determined using quoted market prices of
financial instruments with similar characteristics.

The fair value of interest rate swaps represents the estimated amount the Bank would expect to receive or pay to
terminate the contracts or agreements, taking into account current interest rates. As no quoted market prices are
available for the interest rate swap and forward rate instruments held by the Bank, such estimates have been
estimated using modeling and other valuation techniques.
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(y) Estimated Fair Value of Financial Instruments and Derivative Financial Instruments (continued)

The estimated fair values of financia instruments and derivatives financia instruments are as follows:

As of December 31,
2004 2005
Carrying Estimated Carrying Estimated
Amount fair value Amount fair value
MCh$ MCh$ MCh$ MCh$

ASSETS
Cash and due from banks............coceerrreennennieeeseeeseeeeesesee 592,161 592,161 496,593 496,593
Interest bearing depositsin other banks. 40,233 40,233 73,264 73,264
Term federal funds...........ccoveeeeeernee e 58,010 58,010 231,351 231,351
Accounts receivable under spot foreign exchange transactions (1) 52,300 52,300 127,763 127,763
Financial iNVESIMENES ........coveueuiiriiieeeeeses e 1,566,897 1,566,893 1,166,147 1,166,099
Loans, net (2) 6,516,434 6,674,373 7,442,916 7,378,358
Derivative iINStIUMENES.........cccceivereireiieeeeeereeee e 75,788 75,788 76,844 76,844
LIABILITIES
DEPOSIES ..ttt bbbt 5,663,892 5,730,923 6,471,977 6,217,399
Accounts payable under spot foreign exchange transactions (1).. 53,908 53,908 99,080 99,080
Investments under agreements to repurchase...........ccovevevveeeeeereens 361,653 361,653 270,750 270,750
Short term and long term borrowings......... 2,121,373 2,274,846 2,004,879 1,896,112
Derivative instruments............cccc..... 115,679 115,679 135,451 135,451

(1) Included under the captions Other assets and Other liabilities.
(2) The carrying amounts of loans in the above table excludes contingent loans since they represent undisbursed amounts under undrawn |etters of
credit and other credit guarantees granted by the Bank.

(2) Investments in other companies

As of December 31, 2003, 2004 and 2005, investments in other companies and the Bank’s participation in such
companies results of operations for each of the periods indicated, consist of the following:

As of and for the years ended December 31,

2003 2004 2005
Ownership
Income Income Income Interest
Investment (Loss) Investment (Loss) Investment (Loss) 2005
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ %

ArtIKOS Chil@ S.A ..o 215 (2,120) 45 (a71) 118 (183) 50.00
Servipag Ltda. ... 861 93 1,019 158 1,231 211 50.00
RedbanC SA. ... 1,084 309 916 143 912 139 25.42
Soc. Operadora de Tarjetas de Crédito Nexus SA. .. 1,047 151 1,104 178 1,144 182 25.81
Centro de Compensacion Automatizado S.A.
(CCA SAL) ittt s 211 47 196 32 213 34 33.33
Administrador Financiero de Transantiago SA. ...... — — — — 1,270 70 20.00
Total investments in other companies accounted
for under the equity method.........cceeeiveevvecccenne 3,418 (1,520) 3,280 340 4,888 453
Other investments carried at cost.......... 2,740 328 2,886 137 2,917 126

Total investments in other companies................ 6,158 (1,192) 6,166 477 7,805 579
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(aa) Bank premises and equipment, net

The major categories of Bank premises and equipment net of accumulated depreciation are as follows;

As of December 31,

2004 2005
MCh$ MCh$
Land and buildingsS ........ccocoveveiriiniene e 106,332 106,188
Machinery and equipmeNt ..........ccccveereenneceneeneenes 33,095 38,559
ASSELS UNAEY €8SE.......ocveeeeecctieceecee e 27,809 22,104
Furniture and fiXTUrES ........cceerieineiercceee e 5,539 5,186
OthEr BSSELS......eovieeereeerie e 2,577 2,313
VENICIES ..o 841 835
Bank premises and equipment, net............ccccoeune 176,193 175,185

In accordance with rules of the Superintendency of Banks, bank premises and equipment are presented net of
accumulated depreciation. As a result no information is available for either accumulated depreciation or total bank
premises and equipment.

(ab) Other assets and other liabilities

(1) Other assets

As of December 31,

2004 2005
MCh$ MCh$
g1 =T o 1 oL = ST 145,676 131,966
Amounts receivable under spot foreign exchange transaction...................... 52,300 127,763
DENVALiVE INSITUMENTS ...ttt ettt e enee e 75,788 76,844
Deferred inCome taX aSSELS, NEL .......ccvveceiireccrie ettt 20,107 16,082
Assetsreceived in lieu Of PaYMENt.........coeoveirieiieee s 18,828 15,399
Software investment and trademark [ICENSES. ........oocvevveeceeeeiecceeeeee e 11,487 14,297
ACCOUNES FECEIVADIE ......eovecei ettt et 7,820 11,467
Deferred SaleS COMMISSIONS ........oecvieiieeceeece ettt et 5,441 9,270
Investments in Other COMPANIES .........coveirrierireeree s 6,166 7,805
VAT fiSCal CIeit......c.coveieieiieiciece sttt 3,665 5,670
Balances with domestic branChes...........ceovvveevie e 4,324 4,584
Deferred asset 0N boNdS iSSUANCES..........ccveieeievieiie et 8,371 4,178
TranSaCtioNS IN PIrOCESS ......ueiveeeeeerertiriesieseeeeesse e ste e see e sesseseesaeseeseenesneenas 7,033 2,266
Accounts receivable for financial investments sold ..........ccccceeeveieeniecnee, — 1,993
RECOVEIADIE TAXES. .....eiveecee ettt ettt 1,436 1,793
Deferred asset related to mortgage finance bonds issued by the bank......... 2,230 1,762
DEfEITEH EXPENSES .....vcvieeteesiee ettt 2,142 1,680
Accounts receivable for assets received in lieu of payment sold.................. 3,020 1,305
Materials and SUPPIIES.....c.oov e 492 624
(131 13,002 17,997
B 0] £= 0] 1 1Y = EIY ) (TR 389,328 454,745
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(ab) Other assets and other liabilities (continued)

(2) Other liabilities

Derivative instruments, net.......

Amounts payable under spot foreign exchange transaction

Accounts payable...........ccco.e....

Provision for minimum dividend.............cccoevvivieiieiceccie e

Temporary bank overdrafts......
Accrued staff vacation expense

Accrued severance staff indemnities..........ccovvveeeiecceevieceveens

Leasing deferred gains..............
VAT fiscal debit

Deferred ligbility 0n bonds iSSUBNCES.........cccoveireeierneeee s

Commissions deferred..............

Administration and credit card contract provision

Allowance of income taxes

(3) Contingent Liabilities

As of December 31,
2004 2005
MCh$ MCh$
115,679 135,451

53,908 99,080
130,048 84,743
47,436 54,217
— 19,573
13,976 15,730
7,908 6,788
4,823 6,676
3,320 4,235
8,371 4,178
4,327 4,110
3,342 3,739
8,296 2,568
1,389 2,078
959 861
2,869 5,082
406,651 449,109

Contingent liabilities consist of open and unused letters of credit, together with guarantees granted by the Bank in
Chilean pesos, UF and foreign currencies (principally U.S. dollars). The liability represents the Bank’s obligations
under such agreements. The Bank’s rights under these agreements are recognized as assets on the Bank’s balance
sheets under the caption “Contingent loans’. See Note 5.

Performance bonds...........

Standby letters of credits......
Foreign office guarantees....

As of December 31,2004

As of December 31, 2005

Book Contract Book Contract
value amount value amount
MCh$ MCh$ MCh$ MCh$
. 3,056 360,365 3,154 539,385
240 24,592 11 11,074
. 53 15,908 133 21,976
- 3,349 400,865 3,298 572,435

Guarantees in the form of performance bonds, stand by letters of credit and foreign office guarantees are issued in
connection with agreements made by customers to counterparties. If the customer fails to comply with the agreement,
the counterparty may enforce the performance bond as a remedy. Credit risk arises from the possibility that the
customer may not be able to repay the Bank for performance bonds. To mitigate credit risk, the Bank generally
determines the need for specific covenant, guarantee and collateral requirements on a case-by-case basis, depending on

the nature of the financial instrument and

the customer’ s creditworthiness.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(ab) Other assets and other liabilities (continued)

The expiration of guarantees, per period isasfollows:

Due after Due after
1 year but 3 years but
Due within 1 within within Due after
Year 3 year 5 years 5 years Total
MCh$ MCh$ MCh$ MCh$ MCh$
Performancebonds.................. 354,325 158,882 22,898 3,280 539,385
Standby letters of credits............ 8,965 1,914 195 — 11,074
Foreign office guarantees............ 21,976 — — — 21,976
Total....oeeiii 385,266 160,796 23,093 3,280 572,435

(ac) Other Interest Bearing Liabilities

The Bank’ s long-term and short-term borrowings are summarized below. In accordance with the guidelines established
by the Superintendency of Banks, the Bank does not present a classified balance sheet. Borrowings are described as
short-term when they have original maturities of less than one year or are due on demand. All other borrowings are
described as long-term, including the amounts due within one year on such borrowings.

As of December 31, 2004 As of December 31, 2005
Long-term  Short-term Total Long-term Short- Total
term

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$
Central Bank Credit lines for renegotiation of loans........ 1,999 — 1,999 1,407 — 1,407
Other Central Bank borrowings...........coceeeennenieeccnnennns — 111,518 111,518 — — —
Mortgage finance bonds ............cccceeenrreneciereenennene 853,117 — 853,117 588,088 — 588,088
BONOS ..ot 188,050 — 188,050 324,704 — 324,704
Subordinated BONdS...........cccovreereerenrneeeseseeeeeeens 275,891 — 275,891 305,284 — 305,284
Borrowings from domestic financial institutions............. — 27,349 27,349 — 90,160 90,160
FOreign bOrrowWINgS........c.verveereeeireeiereeseee s 263,986 353,002 616,988 647,510 13,983 661,493
Investments under agreements to repurchase.................... — 361,653 361,653 — 270,750 270,750
Other Obligations...........coceeeeeeurininrinreeeee e 11,488 34,973 46,461 1,338 32,405 33,743
Total other interest bearing liabilities ..................... 1,594,531 888,495 2,483,026 1,868,331 407,298 2,275,629
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(ac) Other Interest Bearing Liabilities (continued)

Mortgage finance bonds

These bonds are used to finance the granting of mortgage loans. The outstanding principal amounts of the bonds are
amortized on a quarterly basis. The range of maturities of these bonds is between five and twenty years. The bonds are
linked to the UF index and carry aweighted average annual rate of interest of 4.07% as of December 31, 2005.

The maturities of outstanding mortgage bond amounts as of December 31, 2005 are as follows:

As of December 31,

2005
MCh$
DUE WIthIN L YEBE ...ttt e et s e e e e se e e 72,128
Due after 1 year but Within 2 YEarS..........cooeieiriiiiere et 55,128
Due after 2 years but within 3 years 53,566
Due after 3 years but within 4 years 52,419
Due after 4 years but within 5 years 51,023
DUE BFtEr 5 YEA'S. ...ttt ene s 303,824
Total mortgage finance DONS.........ooe i e 588,088

(ad) Shareholders’ Equity

The Bank’s paid-in capital consists of 68,079,783,605 authorized shares of no fixed nominal value, issued and
outstanding as of December 31, 2005. Dividends related to the year ended December 31, 2004 were paid-out based on
the legal entitiesin existence as of the year end.

Dividends are declared and paid during the year subsequent to that in which the related net income was earned.
Dividends were declared and paid to the respective shareholders of each of the merging banks based on prior year net
income determined under Chilean GAAP for the years ended December 31, 2003, 2004 and 2005 (presented in
constant Chilean pesos as of December 31, 2005) are as follows:

Paid during the year ended
December 31,

2003 2004 2005

MCh$ MCh$ MCh$
Dividends relating to Banco de Chile ........ccccecveevevevienene 56,278 139,213 158,580
Dividends per share relating to Banco de Chile................. 0.83 2.08 2.36
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(ae) Fees and income from services

The Bank’s fees and income from services and non-operating income and expenses for the years ended December 31,

2003, 2004 and 2005 are summarized as follows:

Years ended December 31,

2003 2004 2005
Income Expenses Income Expenses Income Expenses
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$

Fees and income from services
MULUEL FUNDS......vvveeeeereeseeeceseeseeseess s ssssessss s ssssenees 15,569 (1,480) 21,182 (1,896) 25,472 (2,286)
INSUrance........ccoeevrerenene 11,140 (1,198) 14,925 (178) 20,023 (157)
Debit accountsand ATMSs... 16,243 (7,567) 18,203 (7,395) 19,812 (7,367)
Stock brokerage..........ouvvvreveennn. 10,526 (650) 13,321 (803) 15,131 (32
Receipts and payment of services... 7,623 (@) 8,258 (20) 9,380 (230)
Collection of overdue loans........ 9,155 — 8,877 — 8,656 —
Financial advisory services.. 5,681 — 4,799 — 8,134 —
Credit lines......ccccoeevvvevenene. . 5,863 — 6,990 — 7,272 —
Demand dEPOSITS.......cueuiirirerieirieererieie et 5,213 — 5572 — 5,272 —
Income and revenue from assets received in lieu of payment....... 4,438 (1,861) 5,688 (1,675) 5,072 (1,553)
CONtINGENE FEES.......eirieeeeeieeree e 3,464 — 3,864 — 4,349 —
Foreign trade and currency eXchange.............ccceeeeeereeeeenenerenennenes 3,461 — 3,533 — 3,336 —
Letters of credit guarantees, collaterals and other contingent — —

JOBINS .. 1,845 — 3,083 3,020
COlIECLION SEIVICES. .....eveeeiiriresieieieeses et 3,052 — 3,689 — 2,527 —
Prepaid loans.................... 2,001 — 3,436 — 2,352 —
Custody and trust services... 967 — 1,449 — 1,762 —
LEasing....cccoovvrerereniecnnnens 1,739 (546) 1,684 (89) 1,590 (307)
Factoring ..........ccoo..... 780 €) 657 (52) 619 )
Sales force expenses.. . — (11,536) — (11,596) — (15,015)
Cobranding EXPENSES..........cviririeirerieineseees e es — (6,314) — (3,764) — (5,817)
Teller SErViCeS EXPENSES .....cuvvereeerereeeeere e — (3,369) — (3,510) — (3,960)
Other 4,433 (2,606) 6,645 (3,206) 7,863 (4,999

TOUAL ceovvveecreseeenreeeesesssessssssse s sssssss s sssenes 113,283 (37,137) 135,855  (34,174) 151,642 (41,732)
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)

(af) Non-operating income and expense

Years ended December 31,

2003 2004 2005
Income Expenses Income Expenses Income Expenses
MCh$ MCh$ MCh$ MCh$ MCh$ MCh$

Non-operating income and expenses
Gains on sales of assetsreceived in lieu of payment .................. 1,361 — 873 — 4,386 —
Asset received in lieu of payment ..........ccccceevvvceicnenne 403 — 1,060 — 2,832 —
ReNtal INCOME ..o e 2,514 — 2,441 — 2,353 —
Income (losses) attributable to investments in other companies — (1,192) 477 — 579 —
RECOVEN €S Of EXPENSES.....c.covierireeeeririeie e 552 — 604 — 295 —
Foreign trade income.........ccccovvvenee. 6 — 151 — 131 —
Income from sale of fixed assets....... 559 — 308 — 122 —
Dividendsreceived..........ccccoeuverenne. 21 — 58 — 91 —
Leasing income........... 1 — 78 — 56 —
Insurance claims.........c.cocceneene 115 — 1 — 5 —
Amortization of intangibles...........cccoceeeevverrerennne. — (18,634) — (16,486) — (23,710)
Charge-offs assets received in lieu of payment..... — (7,811) — (8,515) — (10,826)
Charge-offS.......oceinerrreeer e — (2,396) — (1,375) — (1,284)
Provision for recovered leased assets....... — (1,458) — (1,506) — (1,062)
Write-offsfor frauds.........cccoveeevrerireenenns — (114) — (1,101) — (546)
Expenses on charge-off for leasing ...... — (642) — (251) — (359)
Fair Value Other ........ccooveeicicnnennnn. — 19 — 77) — (347)
AQVEriSING EXPENSES......cvrieeieieiereieirir et — (47) — (55) — (62)
Reversal of adjustments and interest from previous years.......... — (720) — (128) — (48)
Charge-offs and provision related to fixed assets ............c.co..... — (132) — (45) — (24)
Legal contingencies provision............cceveereeeencnenens — (156) — (189) — (20)
Charge-off obsolete materials................... — (341) — Q) — —
Provision and charge-offs other assets..... — (701) — (423) — —
Amortization of negative goodwill............ — (57) — - — —
Tax expenses from previous years........ — — — (2,328) — —
(0131 SO 497 (1,286) 481 (566) 420 (703)

TOAL e 6,029 (35,668) 6,532 (33,046) 11,270 (28,991)

(ag) Recent accounting pronouncements

On March 17, 2006, the FASB issued SFAS No. 156, “Accounting for Servicing of Financial Assets, an amendment of
FASB Statement No. 140" (SFAS 156), which permits, but does not require, an entity to account for one or more
classes of servicing rights (i.e.,, mortgage servicing rights, or MSRs) at fair value, with the changes in fair value
recorded in the Consolidated Statement of Income. Management is currently evaluating the effect of the statement on
the Bank’ s results of operations and financia condition.

On February 16, 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 155, “Accounting for
Certain Hybrid Instruments’ (SFAS 155), which permits, but does not require, fair value accounting for any hybrid
financial instrument that contains an embedded derivative that would otherwise require bifurcation in accordance with
SFAS 133. The statement also subjects beneficia interests issued by securitization vehicles to the requirements of
SFAS 133. The statement is effective as of January 1, 2007, with earlier adoption permitted. Management is currently
evaluating the effect of the statement on the Bank’ s results of operations and financial condition.

On November 3, 2005, the FASB issued FASB Staff Position (FSP) FAS 115-1, “The Meaning of Other-Than-
Temporary Impairment and Its Application to Certain Investments.” This FSP, which is effective for reporting periods
beginning after December 15, 2005, replaces the impairment evaluation guidance (paragraphs 10-18) of EITF issue
No0.03-1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments, with
references to existing other-than-temporary (OTT) impairment guidance. The FSP also clarifies that an investor should
recognize an impairment loss no later than when the impairment is deemed other than temporary, even if adecision to
sell has not been made. The adoption of this FSP will not have a material effect on the Bank’s consolidated financial
position, results of operations or cash flows.
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28. Differences between Chilean and United States Generally Accepted Accounting Principles (continued)
(ag) Recent accounting pronouncements (continued)

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error Corrections— A replacement of APB
Opinion No. 20 and FASB Statement No. 3" (“SFAS 154"). SFAS 154 replaces APB Opinion No. 20, “Accounting
Changes’ (“APB 20") and FASB Statement No. 3, “Reporting Accounting Changes in Interim Financial Statements,”
and changes the requirements for the accounting for and reporting of a change in accounting principle. APB 20
previously required that most voluntary changes in accounting principle be recognized by including in net income of
the period of the change the cumulative effect of changing to the new accounting principle. SFAS 154 requires
retrospective application to prior periods financial statements for voluntary changes in accounting principle and for
changes required by new accounting pronouncements that do not include specific transition provisions, unless such
application is impracticable. SFAS 154 is effective for accounting changes and corrections of errors made in fisca
years beginning after December 15, 2005. The impact of SFAS 154 will depend on the accounting change, if any, ina
future period.

29. New Accounting Policies

On December 20, 2005, the Superintendency of Banks and Financia Institutions issued Circular No. 3,345, which
establishes new accounting policies for the valuation of financia instruments acquired for trading or investment,
derivative instruments, accounting hedges and de-recognition of financial assets. Likewise, it complements and
modifies accounting guidelines for foreign currency transactions.

Those standards must be applied by Banco de Chile, its subsidiaries and branches abroad beginning 2006. Likewise,
the valuation differences that arise due to the initial application of this new standard, for those investments in force as
of December 31, 2005, must be adjusted directly against the company shareholders' equity.

The effects in the consolidated financial statements as of December 31, 2005, corresponding to the implementation of
this new standard have not been quantified.

30. Relevant Events
(&) Agreement between Banco de Chile and U.S. regulators regarding the New Y ork and Miami branches.

Banco de Chile agreed with the Office of the Comptroller of the Currency (“*OCC”), and separately with the Board of
Governors of the Federa Reserve System through the Federa Reserve Bank of Atlanta (together the “Federa
Reserve’), as part of their targeted examinations of the New Y ork and Miami Branches respectively, to the issuance by
the OCC of a consent order, applicable to the New York branch, and the issuance by the Federal Reserve of a cease
and desist order, applicable to the Miami branch. Pursuant to these February 1, 2005 orders, Banco de Chile has
instituted an action plan that includes the maintenance of programs geared towards strengthening compliance with the
Bank Secrecy Act and U.S. anti-money laundering laws.

In the opinion of the Banco de Chile’s management, as of December 31, 2005, the New Y ork and Miami branches are
in compliance with the OCC and Federal Reserve consent orders.

(b) The Ordinary Shareholders Meeting of Banco de Chile held on March 17, 2005, renewed the whole Board of

Directors due to expiry of the lega and statutory term of the Board (three years) which ceased its functions.
Additionally Alternate Directors were designated.
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30. Relevant Events (continued)

After the corresponding vote held at the above mentioned Meeting, the following persons were elected as Bank
Directors for a new three-year term:

Directors: Jorge Awad Mehech
Fernando Cafias Berkowitz
Jacob Ergas Ergas
Thomas Furst Freiwirth
Andrénico Luksic Craig
Guillermo Luksic Craig
Rodrigo Manubens Moltedo
Gonzalo Menéndez Duque
Maximo Pacheco Matte
Francisco Pérez Mackenna
Segismundo Schulin-Zeuthen Serrano

Deputy Directors: Edmundo Eluchans Urenda
Jorge Ergas Heymann

At Extraordinary Board of Directors Meeting held on March 17, 2005, after the Ordinary General Shareholders
Meeting mentioned above, the following designations were agreed:

Chairman of the Board: Fernando Carias Berkowitz
Vice-president of the Board: Andrénico Luksic Craig

Board Advisors: Jorge Diaz Vial
Francisco Garcés Garrido
Méaximo Silva Bafalluy

(c) Board of Directors Meeting No. 2,596 held on March 24, 2005, agreed to begin the process of sdling
1,701,994,590 shares of Banco de Chile acquired through the Share Repurchase Program issued by Banco de Chile
during April 2004, as stated in articles 27 to 27 D of Law 18,046 on Corporations, in accordance with what was agreed
upon at the Extraordinary Shareholders’ Meeting held on March 20, 2003 and the approval of the Superintendency of
Banks and Financial Ingtitutionsin letter No. 6,650 dated June 5, 2003.

In accordance with the above, at meeting No. 2,599, held on May 12, 2005, the Board agreed to offer 100% of the
shares purchased as per the aforementioned Repurchase Program, in two preferential offer periods. These preferential
offers were in force from May 24 until July 22, 2005, period in which the shareholders acquired 2,773,842 shares,
leaving 1,699,220,748 shares to be sold.

Likewise, in accordance with Article 27 C of the Corporations Law, Article 25 of Law No. 19,396 and Agreement No.
1194-01-050505 issued by the Chilean Central Bank, the remaining shares equivalent to 2.4959% of shares issued by
Banco de Chile were registered for sale to third parties in the Santiago Stock Exchange (“Bolsa de Comercio de
Santiago”), Securities Exchange (“Bolsa de Valores’). That process began on July 25 and ended on August 2, 2005
with the total liquidation of the 1,699,220,748 shares at a price of Ch$34.5 per share.

The complete transaction involving the sale of sharesissued by Banco de Chile, implied a credit to shareholders’ equity
“Reserves’ in the amount of MCh$57,636.9 (in historical pesos).
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30. Relevant Events (continued)

(d) On October 12, 2005, Banco de Chile entered into agreements with the Office of the Comptroller of the Currency
(OCC), and separately with the Financial Crimes Enforcement Network (FInCEN) requiring its New York and Miami
branches (“the U.S. Branches’) a total payment of a three million dollars civil money penalty to resolve allegations
related to Bank Secrecy Act, in particular its U.S. anti — money laundering compliance program and suspicious activity
reporting obligations.

Likewise and with the same date, the Financial Crimes Enforcement Network issued an Assessment of Civil Money
Penalty, and the Office of the Comptroller of the Currency issued a Consent Order for Civil Money Penalty.

(e) On December 29, 2005, Banco de Chile informed that on December 28, it had signed a Mortgage life Insurance
Agreement with Banchile Seguros de Vida S.A., acompany related to Banco de Chile, which states the particular terms
of the mortgage insurance purchased by Banco de Chile for its portfolio of debtors with the mentioned entity, in
accordance with Article 44 of the Corporations Law. Banco de Chile's Board deemed that the price and other terms of
the transactions are in accordance with the conditions normally prevailing in the market.
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TITLEI
NAME, DOMICILE AND DURATION OF THE COMPANY.

1% Article:

A Corporation is hereby established which shall be called “BANCO DE CHILE,” and shall be governed by these
bylaws, by the General Banking Law, and by the other legal and regulatory precepts currently in effect or such as
areissued in the future that are applicable to it.

2"9Article:

The company shall have its corporate domicile in the city and commune of Santiago, without prejudice to such
branches or agencies as it establishes in Chile or abroad, pursuant to the Law. Its Board of Directors shall meet, and
its General Management shall operate in the city and commune of Santiago, where its Headquarters or Main Office
shall be established.

3" Article:
The term of duration of the company shall be indefinite.

TITLE 11
PURPOSE AND OPERATIONS OF THE COMPANY

4" Article:

The purpose of the Bank is to undertake all acts, contracts, business, and transactions as the General Banking Law
allows banking institutions to undertake, without prejudice to expanding or restricting its scope of action consistent
with current legal precepts or such as are established in the future.

TITLE I
CAPITAL AND STOCK.

5™ Article:
The Bank’s capital is the amount of $543,355,216,954, divided into 69,037,564,665 registered shares with no par
value, which are fully subscribed and paid.

6™ Article:
The company shall maintain a Shareholders' Registry.



TITLE IV
MANAGEMENT.

7" Article:

Management of the Bank shall be exercised by a Board of Directors, which shall represent it judicially and
extrgjudicialy, for the realization of the corporate purpose, which it shall not have to prove to third parties. It is
vested with all the management and disposal authorities which the law or the present bylaws do not establish as
exclusive to the Shareholders Meeting, and also for such acts and contracts with respect to which the laws require a
specia power of attorney. The foregoing is without prejudice to the authorities of the General Manager. Directors
shall be compensated and the amount of the compensation shall be set at the Shareholders Meeting.

8" Article:

The Board of Directors shall be comprised of eleven full members and two alternates, whether or not shareholders,
elected by the respective Shareholders Meeting, all of whom shall hold office for three years, and may be reelected
indefinitely. The election of directors shall be undertaken in a single vote, and those receiving the greatest number
of votes shall be elected until the number of people who must be elected is reached. Likewise, separately, in a
single vote, the alternate directors shall be elected.

The Board of Directors elected by shareholders may only be removed in its entirety by a Ordinary or Extraordinary
Shareholders Meeting, and therefore individual removal is not allowed.

Alternate directors may aways participate in meetings of the Board of Directors with aright to speak, and they shall
only have aright to vote in case of atemporary absence by the director they replace. The person who received the
greatest number of votes among the alternates shall be the first alternate director, and the second alternate director
shall be the one who received the second greatest vote. In the case of atemporary absence of one or more directors,
they may be replaced temporarily by the alternate directors in the order of precedence established in the bylaws.

In the case of a vacancy of one or more directors due to conflict of interest, limitation, bankruptcy, impossibility,
unjustified absence, death, resignation and, in general, for any other reason, vacancies shall be filled asfollows:

a) Vacancies of directors shall be filled by alternate directors in the aforementioned order of precedence,
except if the respective alternate director in a period of three business days calculated from the provision of
notice thereof, statesin writing his intention to continue as an alternate director; and



b) If vacancies occur among directors which were not filled in the manner established in letter &), the Board
of Directors, in the first meeting it holds, shall proceed to name the replacement or replacements, who shall
hold office until the next Ordinary Shareholders Meeting, at which time the definitive appointment shall be
made. The director or directors so named by the Shareholders Meeting shall remain in office only for the
time remaining to complete the term of office of the replaced director or directors.

In the case of a vacancy of one or more aternate director for any legal cause, the vacancies shall be filled as
follows:

a) The vacancy of thefirst alternate director by the second alternate director; and

b) If a vacancy occurs among both alternate directors, or the second alternate director, at the next meeting of
the Board of Directors the Board shall proceed to name the replacement or replacements who shall hold
office until the next Ordinary Shareholders Meeting, at which time the definitive appointment shall be
made. The alternate director or directors so named by the Shareholders Meeting shall remain in office only
for the time remaining to complete the term of office of the replaced director or directors. If the Board of
Directors names a replacement for an alternate director, the designee shall have the second order of
precedence.

o™ Article:

Meetings of the Board of Directors shall be held with the attendance of no fewer than six of its full or alternate
members, and resolutions shall be adopted by an absolute majority of directors attending with a right to vote. In
case of atie, the chairman of the meeting shall have the deciding vote.

10" Article:

Notices of ordinary and extraordinary meetings of the Board of Directors shall be made in writing at least twenty-
four hours in advance, if the formalities therefor indicated by the Corporations Regulations are met. Ordinary
meetings shall be those that are held on the dates and at the times established in advance by the Board of Directors,
at least once per month. Extraordinary meetings shall be held when specially called by the President, himself, or at
the indication of one or more directors, provided that the President considers the meeting necessary, except if it is
requested by an absolute majority of directorsin office, in which case the aforementioned consideration shall not be
necessary.

11" Article:
In the first meeting held by the Board of Directors, after the Shareholders Meeting that appointed it, the Board of
Directors shall



select its President and Vice President, and these persons shall also serve in the same roles for the company. The
Secretary of the Board of Directors shall also be appointed in that same meeting.

12" Article:
Directors who, with regards to a specific transaction, have an interest themselves or as representatives of another
person, shall report such interest to the other directors and refrain from deliberating and voting.

13" Article:

All elections of directors shall be published in a newspaper in the Bank’s domicile and shall be reported to the
Superintendency of Banks and Financial Institutions, to which shall be sent an authorized copy of the public deed
prepared from the Minutes of the Shareholders Meeting or the meeting of the Board of Directors where the
appointments have been made. The appointment of a Genera Manager shall likewise be reported to the
aforementioned Superintendency and be documented in a public deed.

TITLEV
PRESIDENT

14™ Article:
The President of the Bank, beyond the other powers granted to him by these bylaws or the Act, shall have the
following powers and obligations:

One) Heshall preside over meetings of the Board of Directors and Shareholders Mestings;

Two) To call meetings of the Board of Directors;

Three) To propose to the Board of Directors measures whose objective is to further the business of the Bank and
to improve the organization and regime of all aspects of the offices.

Four) To sign Reports and notes or resolutions which come from the Board of Directors and the Shareholders
Meetings; and

Five) Except if otherwise agreed by the Shareholders Meeting or the Board of Directors, if applicable, he shall
sign the public deed containing the Minutes of the meetings of the former or the latter.

15" Article:

In case of absence or incapacity of the President of the Bank, he shall be replaced in his functions by the Vice
President and, in the absence of the latter, by a Director appointed by the Board of Directors. The replacement is an
internal procedure of the company and shall not require any formality and it shall not be necessary to prove its
appropriateness to third parties for the validity of acts performed by the replacement, the mere fact of the
replacement’ s acting being sufficient for the effectiveness thereof.



TITLE VI
GENERAL MANAGER

16" Article:
The General Manager is responsible for:

One) Lead and perform the general operations of the Bank, making its acts conform to the laws, regulations,
bylaws, and resolutions of the Board of Directors;

Two) Beyond the authorities corresponding to him as a business agent by reason of his position, he shall have
general agency for the Bank at all its offices, with express authority to revoke such powers of attorney as may have
been granted at any time. In the legal sphere, beyond the authorities granted to him by the first section of Article
Seventh of the Civil Procedure Code, he shall have the specia ones of abandoning actions filed in the first instance;
accepting counterclaims; answering interrogatories; waiving appeals or legal terms; approving Agreements; settling;
granting authorities to arbitrators; and receiving money. Settlements and arbitration agreements made by the Board
of Directors shall be signed by the Genera Manager, with no requirement beyond inserting the pertinent part of the
Minutes authorized by the Secretary in the respective public deed or private document. He may also, in any case,
and without prejudice to the authorities of the President, sign public deeds or contracts agreed by the General
Shareholders Meeting or the Board of Directors, with no requirement beyond the aforementioned, provided that
they must be or it is agreed that they shall be made public deeds;

Three) Appoint such Managers as must be named for the proper performance of the company business;

Four) Grant powers of attorney or delegate al or part of his authorities, to other persons for specia cases or
business;

Five) Report to the Board of Directors on the handling, management, and situation of the Bank in the manner and
at the time it and/or the Superintendency of Banks and Financia Institutions determine;

Six) Attend meetings of the Board of Directors with aright to speak; and

Seven) Perform other functions decided by the Board of Directors and, in general, exercise the other functions
which appertain to him pursuant to the Law and these bylaws. In case of temporary absence or inability, the
General Manager shall be replaced by the Manager designated by the Board of Directors.



TITLE VII
SHAREHOLDERS MEETINGS.

17" Article:

Shareholders shall meet in ordinary or extraordinary meetings. The former shall be held once a year, within the
four-month period following the date of the close of the fiscal year. In those meetings the shareholders shall review
all matters that it is proper for them to consider, without being limited to the matters described in the respective
notice of the meeting. The latter may be held at any time, to decide on any matter which the law or these Bylaws
give to the power of the shareholders meetings and provided that such matters are indicated in the corresponding
notices.

18™ Article:
The resolutions passed at properly called and convened Shareholders Meetings pursuant to the law and the bylaws,
shall bind all shareholders. Shareholder Meetings shall be held in the city of Santiago.

19" Article:

In the elections that must be held at the Shareholders Meetings, the President and the Secretary, together with the
persons appointed by the Shareholders Meeting to sign the Minutes thereof, shall evidence in a document the votes
which are cast viva voce by the shareholders present, pursuant to the order of the attendance list. Any shareholder
shall have aright, however, to vote on a ballot signed by him, stating whether he is signing on behalf of himself or
another. In all cases, the President of the Company or the Superintendency of Banks and Financial Institutions, as
applicable, may aternatively and indistinctly hold votes viva voce or on ballots. The President, when counting the
votes, shall read the votes aloud, for all those present to be able to perform for themsel ves the calculation of the vote
and so verify the results with such annotation and ballots.

20™ Article:
If any of the persons who must sign Minutes of the Shareholders Meeting should die, be absent, or unable for any
reason to sign it, a note shall be made at the end of the Minutes stating the respective circumstances of the
impediment.

21° Article:

The Minutes shall contain an extract of what occurred in the meeting. Only upon unanimous consent of those in
attendance may the evidence of any event occurring at the meeting, and which is related to the interests of the
company, be deleted.



TITLE VI
MANAGEMENT REPORT AND BALANCE SHEET.

22" Article:
The Bank shall prepare its General Balance Sheet annually as of December thirty-first.

23" Article:

The Board of Directors shall present for the consideration at the Ordinary Shareholders Meeting, a reasoned Report
on the situation of the company in the last fiscal year, accompanied by the General Balance Shest, the Statement of
Profit and Loss, and the Report of the External Auditors. Each of the shareholders registered in the Registry, who
hold a minimum number of shares authorized by the Superintendency of Banks and Financial Ingtitutions, shall be
sent a copy of the Balance Sheet and the Management Report, including the opinion of the Auditors and their
respective annotations, which documents shall be sent on a date not later than that of the first notice for the
respective Ordinary Meeting.

TITLE IX
DISSOLUTION AND LIQUIDATION.

24" Article:

The Company shall be dissolved by resolution adopted in that regard at a Extraordinary Shareholders Mesting,
approved by the Superintendent of Banks and Financial Ingtitutions in the manner stipulated by law, and for the
other legal causes. The aforesaid is without prejudice to that established in Title Fifteenth of the General Banking
Law.

25" Article:

Once the voluntary dissolution cited in the preceding article is agreed, the Shareholders Meeting shall elect a
Liquidation Committee comprised of three members to proceed to effect the liquidation of the Company, who shall
have the authorities, obligations, and responsibilities stipulated in the law, subjecting themselves in their
performance to the provision of the Chilean Corporations Law and its Regulations. The Shareholders Meeting shall
establish the duration of the functions of the Liquidation Committee, and shall determine the compensation of its
members.



TITLE X
AUDITING THE MANAGEMENT.

26™ Article:

The Ordinary Shareholders Meeting shall annually appoint independent external auditors, in order for them to
examine the accounting, inventory, balance sheets, and financial statements of the company, and who shall have the
obligation to report in writing to the next Ordinary Shareholders Meeting on the performance of their duties.

TITLE XI
JURISDICTION.

27" Article:

Differences that arise among shareholders in their capacity as such, or between them and the Company or its
managers, either during the life of the Company or during its liquidation, shall be submitted for resolution to an
arbitrator who shall have the ahility to establish procedural rules for the proceeding and who shall be bound by the
law as to decisions on the merits of the case, who must be named by joint agreement of the parties or by the
Ordinary Courts, aternatively, in case of a disagreement on his appointment. The decision rendered by the
arbitrator shall be subject to a motion for appeal and cassation on the merits. Such arbitrator shall be, or have been,
at the time of the appointment, an attorney who is or has served as an auxiliary judge on the Court of Appeals of
Santiago or the Supreme Court, for no less than one year. The arbitration established in this clause is without
prejudice to, if a conflict occurs, the petitioner's being able to remove the matter from the jurisdiction of the
arbitrator and submit it for a decision by the ordinary courts.

TRANSITIONAL ARTICLES
First Transitional Article:

The Bank'’s capital is the amount of $543,355,216,954 divided into 69,037,564,665 registered shares, with no par
value, which is paid in asfollows:

a) With the amount of $512,370,999,663 divided into 68,079,783,605 registered shares with no par value
which corresponds to the subscribed and paid capital of Banco de Chile at December 31, 2005, including the
revaluation of shareholders' equity at that date; and

b) With the amount of $30,984,217,291 which is paid in through the issuance of 957,781,060 shares issued
without payment, with no par value, paid with the fiscal year 2005 profit which was not distributed as dividends



as agreed by the Ordinary Shareholders Meeting which was held on March 23, 2006. The new shares to be issued
shall be distributed to shareholders at the rate of 0.02461 shares issued without payment for each share they hold at
the corresponding date pursuant to the law.

Second Transitional Article:

The Ordinary Shareholders Meeting of the Bank shall be held by no later than March 31 of each year.
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Exhibit 8.1

LIST OF SUBSIDIARIES
Banco de Chile

Banchile Administradora General de Fondos SA.
Banchile Factoring S.A.

Banchile Corredores de Seguros Limitada
Banchile Corredores de BolsaS.A.

Banchile Asesoria Financiera S.A.

Banchile Securitizadora S.A.

Promarket SA.

Socofin SA.

Banchile Trade Services Limited

© © N o 00k~ w0 DR

With the exception of Banchile Trade Services Limited, which was incorporated in Hong Kong, all of the
subsidiaries numerated above have their jurisdiction of incorporation in the Republic of Chile.



Exhibit 12.1

I, Pablo Granifo, certify that:
1. | havereviewed this annual report on Form 20-F of Banco de Chile;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state amaterial fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financia statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
company as of, and for, the periods presented in this report;

4. The company’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the company and
have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information
relating to the company, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being
prepared;

(b)  Evaluated the effectiveness of the company’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(© Disclosed in this report any change in the company’ sinternal control over financial
reporting that occurred during the period covered by the annual report that has materially
affected, or is reasonably likely to materially affect, the company’ sinternal control over
financial reporting; and

5.  The company’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of
interna control over financia reporting, to the company’s auditors and the audit committee of the
company’ s board of directors (or persons performing the equivalent functions):

(&  All significant deficiencies and material weaknessesin the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the
company’s ability to record, process, summarize and report financial information; and

(b)  Any fraud, whether or not material, that involves management or other employees who
have a significant role in the company’ s internal control over financia reporting.

Date: June 26, 2006

/s Pablo Granifo
Name: Pablo Granifo
Title: Chief Executive Officer




Exhibit 12.2

I, Arturo Tagle, certify that:
1. | havereviewed this annual report on Form 20-F of Banco de Chile;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state amaterial fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financia statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
company as of, and for, the periods presented in this report;

4. The company’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the company and
have:

@ Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information
relating to the company, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being
prepared;

(b)  Evaluated the effectiveness of the company’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(© Disclosed in this report any change in the company’ sinternal control over financial
reporting that occurred during the period covered by the annual report that has materially
affected, or is reasonably likely to materially affect, the company’ sinternal control over
financial reporting; and

5.  The company’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of
interna control over financia reporting, to the company’s auditors and the audit committee of the
company’ s board of directors (or persons performing the equivalent functions):

(&  All significant deficiencies and material weaknessesin the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the
company’s ability to record, process, summarize and report financial information; and

(b)  Any fraud, whether or not material, that involves management or other employees who
have a significant role in the company’ s internal control over financia reporting.

Date: June 26, 2006

[s/ Arturo Tagle
Name: Arturo Tagle
Title:  Chief Financial Officer




Exhibit 13.1

Certification
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350,
chapter 63 of title 18, United States Code), each of the undersigned officers of Banco de Chile (the “Company”),
does hereby certify, to such officer’s knowledge, that:

The Annual Report on form 20-F for the year ended December 31, 2005 (the “Form 20-F") of the
Company fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and
information contained in the Form 20-F fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: June 26, 2006  /</ Pablo Granifo
Pablo Granifo
Chief Executive Officer

Dated: June 26, 2006  /</ Arturo Tagle
Arturo Tagle
Chief Financia Officer

A signed original of this written statement required by Section 906 has been provided to Banco de Chile
and will be retained by Banco de Chile and furnished to the Securities and Exchange Commission or its staff upon
request.



