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corresponding to the year 1989,

il

AMDRES BIAMNCHI LARRE
Presidens



[. REPORT

EVOLUTION OF CHILE'S
ECONOMY DURING 1989

uring 1989, Chile’s economy exhibited a sansfactory performance. Thus, according
D tor preliminary estimates, the country's Gross Domestic Product (GDP) grew by 10%;
whereas inflation reached 21.4% and the balance of trade registered a LUSH 1,388 million
surplus allowing for a annual reserves amount of L1535 450 million.

The economic policy remained within its global onentation intented o favor savings,
investment and exports as the base for sustained growth, and implemented the necessary
adjustments during 1959 ro maintain the economy’s advancement in thar direction.

Activity and Employment

P reliminary estimates of the country’s GDP point a 10% growth with respect o [958,
figure that exceeds by far the 3.5% projection established at the beginning of 1989,
The higher thythm of activity reached nearly all productive sectors. Particularly worth
mentioning is the growth registered by the following sectors: Fishing (22.1%), Transport
and Communications (14.4%), Trade (14.0%), Construction (12.7%) and Industry
(10.0%), all of which exhibited higher growth rates than the economy's average.
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The efforts in terms of savings and investment have had encouraging results. The Gross
Domestic Investment rate was 20.4% during 1989, whereas the Gross National Savings
increased by 16.9%. The latter figure is noteworthy, since it more than doubled the figure
achieved during the rest of the decade (5.2% in the 1930-1958 span).

Equally strong was the sharp increase experienced by the physical volume of goods and
services exports, thar amounted to 14.8%. This shows continued accomplishment of one
of the basic objectives of the macroeconomic program implemented during the lase years
im order to sustain the growth of activity based upon higher levels of investment and EXPOITS.

The jobless rate continued with its downward trend prevailing since 1982, and has stabilized
at a level of unemployment that can be considered normal in a medium term context. A
survey carmied out by the National Statistical Bureau (INE) shows that the national un-
employment rate was 5.3% for the October- December moving quarter, that is one percent-
age point below the figure registered for the same 1988 quarter.

In absolute rerms, the employment added 159,000 new jobs. This Large number of jobs is
of a strictly productive nature, since in Febeuary 1989, the povemment's emergency employ-
ment programs —minimum subsistance employment program (PEM) and household’s heads

GRAPH N° 2
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occupational program (POJH) - were ended. The mentsoned programs shared a high percent-
age of the labour force during the 1932-1983 economic crisis peak.

Cirowth in employment during 1989 was 5.2% higher than the 4.9% observed in 1988,
The most dynamic sectors in terms of jobs generation were: Mining (17.4% growth between
December 1989 and the same month of 1988), Industry (11.3%), Transport (9.6%),
Construction (8.3%) and Financial Services (5.4%).

Inflation and Wages

he rate of inflation during 1989, measured according to the variation experienced
by the CPI, was 21.4%. Thas figure represents a setback compared o the 1988, 12.7
per Cent.

However, it is necessary to bear in mind that the trend exhibired by inflation during the
above mentioned years has been affected by a series of factors that go beyond what could
be considered o be the economy's inflationary trend. In fact, whereas in 1988 the fall
registered by inflation was favored by the rebate experienced by the value added tax (VAT)
trom 20% to 16%, by the reduction of the specific tax on fuel and the approximately 29%
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fall of the international oil price, in 1989, raxarion remained steady and the intemarional
ol price increased by 31.5%.

An additional factor helping to boots the price increasing rhythm was the midyear decision
to wide the dollar exchange band. According to such adjustment the maximum authorized
range was nien from = ]- fespect 1o [he; "-"Ef‘-":d d|||.|._'-|r" FI!:t-.l. |'|1. I;Eu;“ [:L'T'lrr.Ll P.-.il‘l'v: [({n ]
+ 5%, This measure, adopted in order to assign to the exchange rate a greater degree of

responsibility in the currency marker balance, caused a real devaluation of approximately
7.3% during 1989,

The anmual increase for real wages was 3.1% as of December 1989 compared to the ame
memth of 1988, pointing out to the high wages increase paid by sectors like: Construction
(8.7%), Ebectricity, Gas and Water (8.0%) and Mining (4. 7%). In the average, real wages
increased by 1.97%.
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Balance of Payments

cconding to preliminary estimates, the balance of payments would have registered a
LI5% 480 million surplus in 1989, with a current account deficit of US3 758 million

and a positive capital account balance —including errors and omissions— of LS 1,238
million.

The current account deficit 15 basically explained by a negative balance of LSS 1,586
million of the services account (non-financial seevices for US$ 627 million and financial
services for US$ 1,959 million) partially compensated by a US$ 1,568 million surplus of
the trade balance and an amount of USE 241 million due to net extemnal transfers.

During 1989, the wade surplus diminished, phenomenon entirely explained by the imports
sharp increase (34.6%), amounting o a total of US$ 6,305 million. This, since exports
continued to grow (14.7%), amounting to almost LIS$ 8,100 million.

Several factors influenced the growth experienced by the import of goods in 1989, Firstly,
it i due o the strong growth in economic activity. Secondly, the starting-up of important
mvestment projects also contributed to boost imports of capital goods and intermediate
poods. Thus, upon assessing the incidence a higher import level has on the economy’s

GRAPH N° 5
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perspectives, it cannot be ignored the connection it bears with the 1989 rare of investment
and, its direct link with additional sources of foreign financing, as it is the case with large
projects. Finally, another reason of the imports boots in 1989 was a greater inventory
accumulation and anticipated expenses carned out by firms and consumers in response to
the uncertainry generated by expectations ot eventual changes in the near future on the
economic policy orientation.

The growth im terms of exports is explained by an approximarely 2% increase in average
price and mainly by a 15% expansion in volume. Whereas copper exports owe their increase
to price as much as to volumes, the growth experienced by non-copper exports is exclusively
due to increases in terms of volume, around 13% since prices fell by approximately 1.0%.

Within non-copper exports, it is worth mentioning the growth in terms of volume registered
by products like: fish meal, bulk ron, iodine and metallic gold, the increase of which
fluctuared between a range of 11% o 30%.

"The capital account experienced a positive U153 1,238 million balance. To this figure
contribured firstly, a USS 1,580 million income as foreign investment (including credic
capitalization and invesment by means of promissory notes of the external debt) and
secondly, dishursements of long and medium term external loans amounting o LIS 1,490
million. The later comprise US$ 687 million in loans associated to foreign investment
(I:L. 600 and Areicle 13) and US3 432 mullion from multilateral agencies loans (IDB-
BIRF). The capital account was accomplished also by short term lines of credic related 1o
foreign trade, for USS 776 million. Finally, the capiral account registered extraoedinary
amortizations for U535 1,510 million and programmed amortizations for US$ 840 million, of
which approximately US$ 82 million comespond to Central Bank debrt rescue,

Money and Interest Rares

fter the significant average growth of 40.1% experienced in 1983 by private nominal

money (M1A), this variable registered a significant slowdown during 1989, Thus,
its average annual growth was of 14.8%, exhibiting a sustained falling end through the
vear. In fact, starting with a twelve months nominal growth rate of 33.2% during the first
quarter and 27.7% in the second one, it reached to 29.9% and 17.4% during the third
and fourth quarters, respectively.

Something similar, though of a minor magnitude, occurred with the currency, the average
level of which, after a 30.9% increase in 1988, grew ar a 24.0% in 1989, Jus like MIA,
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the currency exhibited a decreasing trend during 1989. In fact, after a 30.7% growth during
the first quarter and a 27.4% in the second one, it increased by 19.5% during the third
and by 18.3% in the fourth quearter.

The lower increase of these aggregares ook place smultaneously with a high growth of
GDP and ineerest rates in real and nominal terms. The latter increases responded to the
policy applied by the Central Bank, in order to reduce the rhythm of growth on the
monetary ageregates. In fact, as a result of the monetary policy implemented by the Central
Bank to moderate the rhythm of growth, affecting domestic expenses and economic activity,
the real interest rate observed a significant increase during 1989, Thus, the rate for deposits
indexed at 90 days —that adequarely reflects the conditions prevailing in the credit market—
increased from an average of 5.5% during the first quarer of 1989, o an 8.7% during the
last quarter registering a sustained growth in the course of the year,

External Debr

he country's overall extemal debt, as of December 31, 1959, amounted ro LSS 16,250
million, experiencing a LIS 1,388 million (7.9%) reduction of the existing debt in
December 31, 1955,

This result is explained by the fall experienced by the medium and long term debe thar
represented 81. 7% of the total debt as of the end of December. The short term debt instead,
experienced a US$ 787 million increase in 1989 (36.0%), mainly explained by the financing
needs of the observed increase in foreign trade volume. Presently, approximately 64% of
the short term debe comesponds to public secror and the remaining 36% to privare sector.

Medium and bong rerm debe was reduced by US$ 2,175 million in 1989 (14.1%), amounting
to 1155 13,277 million as of December 31, 19589, This decrease is mainly explained by the
reduction registered in debe with banks, notwithnstanding the positive flow of medium
and long term loans received during the year that climbed o 155 636 million. This

amounts is made up of dishursements for UIS$ 1,477 million and effective amortizations
for LSS 841 million.

In 1989, debr with multilareral agencies increased by 11.8%, thus becoming a 24.6% of
the total medium and long term debt as of December 1989, At the same dare, debr with
official agencies represented an 8.5% of the total —exhibiting a 13.8% increase dunng the
Yoar— .3|'|I.‘| [I'I.ll.' -.!'L'b[ Hlﬁr."lll'll:".] 'IJ.'lrI.'I. I".'lT'Il:!'- ."Il'hl I.II'I.II'IL'Iill InstitELoms iITI'II'II.II'It':'.I | (4] EE Eul.l.
figure that registered a sharp fall (-27.4%) compared to December of 1988, In absolure
terms it implied a debe reducrion of USS 2,777 million.
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During 1989, the debt conversion mechanisms as factors of external debt reduction con-
tinued to play a significant role. In face, by means of these procedures, a total of USE 2,767
million were converted, equivalent to 17.9% of the medium and long term debe exisring
as of December 31, 1988, From June 1985 until December 31, 1989, debt conversions add
up 1o an accumulated total of USH 8,987 million, of which 82.5% comesponds to public secnor
debt, including state guaranteed private debr. Of this overall figure, 63.4% has been
converted through operations carried out according to Chaprers XVIII and XIX.

In the course of 1989, the Central Bank reduced its external debe by US3 140.7 million
via the repurchase of its liabilities in an intemnarional bidding. This operanon carmed out
with the backing of the IMF and the World Bank involved an US$ 82,3 million disbursemnent.

The external debt reduction, via different conversion mechanisms, as well as the positive
exports evolution have enabled significant improvements of the external reliability indi-
cators. In fact, the external debt has become to represent a 1.7 times the annual exports
of poods and services, after the decade’s peak of 4.4 in 1985, Somehow similar has been
the trend of the debr-service and interest payments over exports ratios, which from peak
values of 73% and 46% decreased 1o 26% and 18%, respectively.
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CHART Nr. |
Growth Rates of Gross National Product by Secror®

{ Annual waniation mace at conssane 1977 poice)

SECTOR 1984 1985 1986 1987 14988 1989
Agriculeure, Livestock & Forestry 7.1 5.6 8.7 4.5 5.7 31
Fi:hil'lg 11.5 5.6 10,0 =80 2.6 22.1
Mining 4.4 2.2 1.4 0.0 4.2 8.4
Industry 9.8 1.2 8.0 5.5 8.7 10,0
Gas, Electricity & Warer 7.0 1.5 6.5 s 9.3 4.7
Construction 4.2 16.1 1.3 10.6 .1 12.7
Trade 5.0 1.7 5.5 F] R 14.0
Transport & Communications 6.0 5.5 &.1 10.1 11.5 14.4
Services 1/ 5.4 0.0 4.7 5.8 5.8 8.8
Total GNP 6.3 2.4 5.7 5.T 74 10.0

1 Inclades Fimamcial services, housing real entate, educarion, health, ather services, public sdminiscra-
tion, imputed cost to banking services, and duty on imports.

*/  Provisional figures.



YEAR 1)

1984

1985

1986

1987

1988

1989

Employment and Unemployment
Ohverall country

CHART Nr. 2

EMPLOYED RATE OF
UMEMPLOYED
LABOR PRODUCTIVE FISCAL SUBSISTAMNCE PERSOMNS
FORCE EMPLOYMENT  EMPLOYMENT PROGRAMS
Thous. Varation Thous, Varlation Thous.  Variation Percentage
peEsons relative 1o persons relatve to perscng relarive to relscive ea
previous previaus previouas laber farce
yrar % VEar % year %
38907 A3 2.986.0 10.0 3634 =273 13.9
4.018.7 a.3 3.254.3 8.0 283.1 —22.1 12.0
4, 3700 6.3 J.703.1 138 192.6 -32.0 8.8
43544 X0 3.917.7 5.8 931 =51.6 7.9
4,551.6 4.5 4,245.5 85 16.3 -82.5 6.3
4.674.6 2.7 44248 4.1 0. - 5.3

1/ Maoving quarter ending in December.
Saomrce: Mational Sratianical Burean.



YEAR

1984

1985

1986

1987

1988

1989

1/ Deflared b}r CPI variation,
Source: Mational Staristical Bureau.

CHART Nr. 3

Wage and Salaries General Index

(Base: |95y = 10

REAL 1/

Level

79.93

10, D

121.96

145.92

178.34

212.65

L

0.0

25.1

22.0

19.7

222

19.2

Wariatlon relative Lewel
to previous year

104,48

1 (RO

10208

101.88

108.57

110.62

24

Wariation relative

to previous year

L

0.1

i3

2.1

-0.2

fi.6

1.9



CHART NI 4

Consumer Price Index (CPI) and
Whalesale Price [ndex (WPI)

YEAR 1/ i CFI WEI
Indesx Amnnual Index Annual
[April 1989 = 104 variagion (1974 = 100) variation
1984 47.25 23.0 13.685.6 36.5
1985 50.73 6.4 17.825.6 3.3
1986 T 1 17.4 21,077.2 18.2
1987 B5.13 21.5 24,67 5.6 17.1
1%HE 95.93 12.7 25493.6 3.3
1389 11647 214 31,305.2 22.8

1/ As of December 31 of each year.

source: Mationasl Statistical Bureau.



ITEM

Current Account

1. Trade Balance
Ex ports
— Copper
— Others
Imports
2. Mon-Financial Serices
3. Fimancial Services
4. Transfers

Capital Account 2/

1. Foreign Investment 5/

2. Amortizations 3/

3. Disbursements Medium &
Long Term Loans
~ Foreign Banks Loans 4/
— Others

4. Others 6/

5. Interests Retiming

I1I. Balance of Payments (1 + 11}

I
2
af

4/
5/

G

Provisianal figures.

CHART Mr. 3

Balance of Payments
{Millions of L5%]

1084 10851 10BN I9ET L/ 1988 10 198% 1/
=2.111 —1,32% —1,137 =808 =147 ~—T758
363 B49 1,100 1,229 2219 1,588
3651 3804 4199 523 7032 8092
1,604 1,789 1,757 2,235 3416 4,041
2047 2,015 2422 2989 3635 4,051
—3.288 —-2,955 -3,009 =399 4833 —6,505
~BRf —338 —434 463 643 627
—2025 —1,901 —1.887 —1.,700 —1.,920 =1,959
107 61 R4 126 177 241
2128 1,230 09 B53 HOE 1,238
67 112 319 93 1,011 1,580
—498 —525 =719 —=1,136 —-1.6820 —2351
1618 1,471 1,219 1,054 1,522 1490
(780) (714) (370) (0] (0] (0)
(838) (757) (B49) (1,054) (1,522) (1,490)
041 272 an 12 =413 520

- - — — 398 0

17 -3 =228 45 T32 480

Includes Central Banks' shore tenm debt variation and includes entries “errors’ and “omissions™.

Total amortizations, net of refinancing. Includes extracrdinary amortizations for capitalization
of loans and for Chaprer XVII only in 1%85.
“Mew Money™ of !I'-::.ui;!;n bamks. In 1986 includes BIRF's co-financing
Includes loans capitalizations and, since 1985, investment with external debt promissory notes

[Chapter XIX].

Includes counterpare for Chaprer XVIII operations only in 1985, Includes Central Bank shorr
. other assets, and errors and

term debt (short term credits, short tesm commercial lines, BIS

GMission.



Cam

ITEM

1. External I3ebt Total (11 + 111}

Public Sector

Private Sector

1. Medium & Long Term
External Debr

Public Sector

Privatc Secror

1. Short Term External Dela

Public Secror

Private Secror

CHART Nr. &

ws External Debt |

{0 lois o LS8

1985

19 444

14,0749

5,365

17,650

12515

5135

1,794

1,564

Z2ag]

1986

19,301

15,763

3. 738

17.814

14,379

3455

1,687

1,354

19E7

19,208

16,380

2828

17,191

14,725

2,406

1988

17,638

14 692

2940

15,452

13.0%1

2,361

2,186

1,600

585

10RD =/

16,250

13,277

10,124

3,153

2,973

1,901

1,072

1/ Balance as of December 31 of each year, referred to net utilizations. Excludes IMF debe and

direct commercial debt associated to foreign trade (colbections and loans ta expaorzers).

! Provisional figures.
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CHART Mr. 7

Interest Rates (%) 1/
{Averape of the Banking Sysiem)

YEAR 30-89 DAYS" RATES 90-365 DAY S RATES
NON-INDEXED INDEXED INDEXED

Depasits Loans Loans Dieposits Loans
1984 1.97 270 H.82 B4l 9,00
1985 2.32 2.89 9.97 B.16 9.43
1986 1.46 1.96 T 4.13 7.67
1987 1.89 240 7.52 4.25 T.26
1938 1.17 1.61 7.96 4.58 7.63
1945 205 258 .58 6. 77 D42

1/ Annual average.

28
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BALANCE SHEET
As of December 31, 1989

(In millions of Chilean pesos)

ASSETS

OVERSEAS ASSETS 1,577.46%.4
ASSETS RESERVE 1.493,622.1
Gald 167, 463.4
Fareign currencies 395 510.9
Special drawing rights holdings 68787
IMF subscription 163,451.0
Bonds, certificates of deposit and others 623, 593.7
Murual Loan Agreements 136,237.1
Cichers 497.1
OTHER OVERSEAS ASSETS B3 B47.3
Contribations made to other international organizations 03 121.%
Imcesest receivable 17,068.1
her: 14,6573
DOMESTIC ASSETS 4, 16% 3860
DOMESTIC LIOANS 4. 16% 1860
Fiscal loans T6,397.7
Loans to public entities 166,232.4
Loans to Banco del Espada 178, 721.7
Loans to commercial banks 604,833.3
Loams to ather institutions 123,639.6
Treamiry transferred funds [ Laws M9 18,267 N™ 18,401
and NT 13.?63] 1,972, 295.7
Loans to financial imstitugions with suboedinare
nl:-]is.il:i-um {Law N2 1EA4 01} Q57,2626
OTHER ASSETS ACCOLINTS Gi1,843.7
Fixed asiets g.4217.1
1.5, dollars purchase with obligation to resell 5796920
(hers 23,7346

TOTAL ASSETS i, 35!%.6'5"5'.1

e
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OWERSEAS LIARILITIES

RESERVE LIABILITIES

IMF loans
Murual credit agremanis
IMF deposits

OTHER OVERSEAS LIABILITIES

Loans and ather liabiities

Accounts with other international organizations
Interest payable

Others

ALLOCATHON OF SPECTAL DEAWING RIGHTS
DOMESTIC LIABILITIES
EMISSICHN

Bills arsd coing in circulation

Financial institutions deposits (CHIC)
DEPOSITS AND COMMITMENTS

Dieposits and commitments with the Treasury
Other deposits commitments

MOTES ISSUED BY BANCO CENTRAL
Readjustable notes issued by Banco Centesl

Chilean currency and FjC
equivalent

(LSS 1 =§ 262.89)

(Gold § 1 = §562.61)

LIABILITIES AND EQUITY

1,616.693.5

G59,615.0

A58,611.7
1375502
163,451.1

911,837.5

7252041
B4, HEG.8
31,357.2
10,3894

45,241.0
3.544 6327

2080,554.0

264.6829.4
15.724.6

101 6.565.4

236,325.1
7O, 240.7

2. M7.5129
25,2720

Resdjustable promisory notes to be paid in Treasury bills

{Agreement M 1,904
Readjustable promissory notes with floari
Peamisincy notes in “_'E.f: of exchange differential
Promissory notes on debt reschedulin

Promissory notes on purchase of ﬂm:ﬁ:lh under Age. N® 1,555
.M 1,585)

Pramistary nates stabed in US dollars
Letters issued on purchase of portfolio |
Daocuments ismed on rescheduling of foreign debe

(Compendium in Chapter XIX on Foreign Exchange Norms)

Fromissory notes on pun:l':.iu af leccees of credic

Man-ceansferable deposit cemificates {Agr. B2 1,64%)
Commercial effects due to redenomination of external debe

Fromitsory notes stated im Unidsdes de Fomerta
{Agr. NT 1,836) from dollar certificates
Others

OTHER LIABILITY ACCOLINTS
Provwisbans
LIS dallars purchaie with abligation to resell
Crbern
EQUITY
ﬂu?i!a]
MET IMCOME FOR THE YEAR

TOTAL LIABILITIES AND EQUITY
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interest race [ FRFN)

204, 550.7

6:5.740.7
201,04 1.6
1835716
1212734
227.4848.6
226,198.5

177, 782.8
69,360.5
71,2462

104,682.8

162, 281.7
66,6228

770,71%1

148,293.3
580,445.2
41,969.6

408,528.1
408,528.1

18.132.7
6, 358.659.1



STATEMENT OF INCOME
For the year ended December 31, 1989

(Millions of Chilean pesos)

COPERATIMNG INCOME

Incerest carned

Restatement g.'rins an lsans
Incame from price differences
Income an cxchanpge

Cither incame

Taral aperating income
OFERATING EXPENSES

Imterest EXPERSE
Restatermnent loses on lpans
Commizsion expense

Loz on sale of sszers

Lot on exchange

Other operating expenies

Total operating expenses
GHROES GFERATIMNG LOSS
OTHER EXPEMSES

Personnel expenses
Administrative expenses
Depreciation and amortizations
Taxes and contributions

Taotal ather expenzes
Income before charge-offs and provisions for loan losses
Charge-offs and provisions for possitle loan loses
MET OFERATING INCOME

Mon aperating income
Non operating expenics

Tatal non eperating income
Income before price-lovel restatement

FRICE-LEVEL RESTATEMENT
NET INCOME FOR THE Y EAR

Ths ratee 1 co 21 are an integral pazt of thess financial satoments.
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JET, 18599
4759,153.7
43,5633
1316658
4.352.3

S88,951.7
A87,307.2
5,216.7
T.361.F
68,515.9

8, 2500.2

53783
22460
TG40

G164

1,045 9250

[ Bh5.6434)

180,281.5

( 9.0083)
171,273.3

( B4.467.8)
86,805.5

5TE7
B7.ATH.2

[ 6%.2455)
18,132.7
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NOTES TO THE FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES APPLIED:

a) GENERAL

The financial szatements Bave heen prepared 0 accosdance with generally l:r.r!pl-nd sccounting peinceplea and with the provivions of the
Law UB,B40 (Ley Orpinica Comstinucional del Bamea Ceneral de Chife) published in the Officisl Reghizer an Octaber 10, 1989, which
came i effect om December 9, 1939, Pursaant 1o ike provisiona in Article 75 of the above mentioned Law, the Coneejo del Banco
Ceneral (Ceneral Bank Council) with the sgreement of the Superinrendencia de Bancor 2 Inssicocionss Fineneberas (the Superintendency)

establivhed the nonms, repulitiead and genersl conditiona For ghe Emancial satemenzi of the Central Bask, ar nacted i ARTCOmEnt
s 08, dared December 29, 19859,

b] EXCHAMGE RATES

Asers and Lukdities bn forcign currency have been sranslaied ingo Chibean pescs at the exchange rate ser by the Saperinceadency at the
year-eed, December 3, 198%, Those s and labSices exprédied in manbed Chilean gold coing are valued om the basis of the AV ETAEE
London mesning quesation of the “Godd Fising” rate (U5, dolkars per cunce sroy), for all basiness days i the precceding quarrer, leia
10,

Sentlessest af forcign exchange positions were made aceoeding 1o the exchange ratea given by the Superinsendency.

The main rates used ar the vear-esd age ax fallows:

.
Minted Chilean gold coine SH1E1D
LS, dollar ZHLERD
Pousd sterling 459 944
Deucsche mark 166. M8
Special deawing eaghts 371059

c] LOANS RECEIVARLE AND FPAYARLE

Hom readjuitable lsans are shown 4t their arignal valae of at theis latest renewal valug, with the exception of commercial instrusments
and dicounted nater which are espressed a1 their nominal materity valae. Resdpimable baama ase shewn with their correipanding
Becpaed pestalements ot e balance sheed dite, asd loand expeciicd s ﬂur\-qi,p'l;u::;nl;'r inglades their T‘ll-[l’t“lli'l'! gm ﬂﬂm“
Accrued anterest on loams receivable and pavable ar the balance sheer dave is shown for residenes abeoad under (nber Ovesicad Adiets
and Othes Onerieas Liabilieies, redgecimely. Dipecationd conserning domaitic sesidents are imcluded under Other Domestik Assecs and
Oeher Domesiic Liabiliies,

I"le-\.lld. Emeredl on Bomdmimg 6 incladed undér Other Awgt Accoants, InEerest srceived im advarce on loans is scluded under Other
Laabdlity Accounts

d] PAST DUE LOANS RECEIVABLE

These are shown under Ocher Assers and include all those loans recetvable which are averdise far moree thas 90 days from thele marreiny.
Foseign logny are tranilated inte Chilexn pewor st the rate of exchange pravailing at the Balance Sheet dace. [stares receivable on these
laans and restazements, if applicabde, were sccounred for up ro thelr marusity dates.

e} FINANCIAL INVESTMERNTS

Crecenran financial inverimants aze shown under Aseets Reserve, as bonds, cemificanes of deposic and cahers, and include mainky govern-
mEnt, overseas inairutions and bank Bonds and cemmercial Entrusient valued st se44. Intercit receivable i shown usdes Other Chetricas
Aigcis.

) PROFERTY, FREMISES, AND EQUIFMENT
These are shown under Other Asser Accounts, and are stated an cosc, plus pricedevel resmremsents. ner of accumalated deprociation.
D peeciation bai Beon campiited by Ehe ibrasghi-l=e methad oves the estimated wieful lives of ehe addeti

gl EMPLOYEES SEYERANCE COMPENSATION

A peowision or acerued severance compeniation payable by the Bank as am acquized rght of irs smif for past services, in case of metine-
ment ar dismisal, bhas been set up cach year based on the present value of the accrued cost, dicounted at an B% anmmal ineerest rage.
This armoumts 1o § 10411 milllon ar December 31, 198% and ic is included under Ocher Liabdlity Accoumts.
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k) PROVISION FOR POSSIBLE LOAN LOSSES

The hank, pursaant ta the powess of the Execative Comsirvee untll December 8. 1989, and the powen of the Bank’s Coancil as fiem
Diecersber 9, 1989, has ger wp provisions. as ar Decembar 31, 1989, for overdue loans and desabirful debas, under Resolutions N2 1,911,
dated Jameazy 25, 1955, N® 1,055, daged Rugude 30, 1939, N9 1,961, daved Seprember 27, 1960, WO 1,972, dated Mavember 22, 17ER
and 042 1,978, daved December 6. 1989 of the Execarive Committee, and Rewslation MO 04, dated Decembser 29, 1989, of the Bank's
Council, The provivions are included wnder Oibeee Lishiliay Aecounts, and the charge oo o ome it detiled in Moge 8

i} INTER AMERICAN DEVELOPMENT BANEK (IDB) SHARES AND CONTRIBUT IOMS, AND INTERMATIONAL
MONETARY FUND (IMF) CONTRIBUTIONS

Shares asd conriation: made by the Chalean Treasury o the Inter Amecrican Development Bank and contribugians to the Intcenational
Monctary Fund are carried as scquisitions coas, and coneributions at restacement vabae, when applicable.

1B shares and eomiribatiosd are shown ander Other Awcts Chierieat, ai cankributions made to other International Organizations,
Contributioss to the IMF in demestic and foseign cureencies are shown under Owverseas Aster Feserve as an IMF subseription. Shares and

contributions mede 1o the 1DE ard contributions to the [MF are conssdercd investments, parssant to Deceee Law 2,943 of Movember
B, 1979,

il REVENUE AND EXPEMSE ACCOUNTS

Bovgnues and expenses are accounted for an an accrual basis

Revesrae and expense sccounts, expressed in domestie carrency, with ik excepion of depreciation, represent sccumulaiians of amoenis
registered an darce the transsctions wese performed.

k] FRICE-LEVEL RESTATEMENTS

The effect of F":H"t.'-""l reatstemants of equity. propeny, presaises, equipment and other i and liahilithes considering the changes in
the conmamer price index during ahe yesr is shown in the Statemens of Income under price-level eestatementa and detailed i Note N 7,

Likewiar, exchamge dilferences in aacts and liabilinies expresed in fereign cumencies, and resarements of loans, afe incladed under
Lperaring resulea.

2. FINANCIAL STATEMENTS PRESENTATION POLICIES

The F'i.nll'rl:u_nl_mumnla prml:l:lnmn_l'qfllm an coonomicacicunting pattern wiich aims o shaw the insticotion®s accounting and
fmgﬂdTLTL &L du same tima asisting the cecnomic analyees of the Bank’s operation by clearly distinguivhing whether chey are
periarm ¥ demmcidic or overseas ageets. In this mamser the Bask's participation in ke d ] Iy af T
et e ey o o L mamwer ThE B i sy amertic mpply of mosctary stacts and crodit

ﬁﬁm:t concepts of intemarional reserves and emission are thus shown as Assers and Liskditics, under Aser Beserve and [uugs,

3. OTHER OVERSEAS ASSETS

...1.;}.! - d unider tia caption, consiits of the amowsne of § 86951 million coseesponding 1 i
ehligati g i 1 po 15,5 mill f gold Fuasrd
ligation 1o resell, and it is dewsiled under the captbon Other Crverseas Lishilizics a5 Others, 2] b IR

4. DOMESTIC LOANS

The itesas Loan to Public Entities. Loans 1a Banco del

maisly: credit lises in respect of Estade, Loans to Commersial Banks, and Loars 1o other Institutions include

eicheduling of debia for § 476,509.2 million; eredit lines 1 depaai Agreemont
HY GRS fee § 1646950 mallios; loans gantcd to Asociaelds Wacional d: Akin ; Pré l.l'-_l'llpﬂ:l of depasits under =

] | ANAF) f E 1H i
assets from Corfo (Lsws N© 18,577 and MO 18,401, for § 90,016.0 mu|mnr::,.:uut|li:-.‘::n i Sl TSI

for § 119,498.3 million; mostgage loans portfolio for § 720831 millian, and loans

Lo intefnational orgamizarlons programmes
Tor § 17,36 7.7 mllion.

ganted to Caja Central de Ahoero y Préstamos
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5. OTHER OVERSEAS LIABILITIES

Leans and ather [labifies which arc iscluded under this caption cansisr mainly of credic agreementes of the years 1983, 1584 end 1985
ta grant new mancy for § 437, 7%9.9 million: rescheduling of foreign debts years 1783- 1984, 1985-198T and 1988-19%1 for § 2108954
millgsn, and [eder Amenkcan Dy elapment Hank [1DYH) for § 41,677.1 million.

6. DEPOSITS AND COMMITMENTS

Thee item “Okher Deposics and Comesitments® inebades musnly the following: Publie secror time deposies fer § 254 4673 millisa;
Aptcement N 1 470 depapits (pero cument accoanss exprescd in U5, dollars) fos § 2,774.3 million; differensial in exchange payabla
for & 44706 milllon; Banco del Fitado de Chile deposits for § 181 43000 milon: foeeipn curreney correst accousnts for § 159659
millzan; sutitanding balance on promissory nowes acquired from Banco del Estado for § 5,760.6 million; deposics on import operations
for sdvance sales of |-U-|=IEII curgencics for § 47,.397.1 mdlion: ibar-veem cemificatss af ﬂtpﬁlil: fes § 4 8975 millsan; tanci witkheld
andd payable for § 79850 million; and forelgn currency deposics under Agreemenss M2 1657 and N® 1,686 for § 228,355.% millson,

7. PRICE-LEYEL RESTATEMENT

Price-lewe] rensaiement as indicaved in Boie 1, letier ) resulied in 2 net charge B0 scome of § 69,2455 millica, s follawa:

{in millbome of Chilsan peeas)

Db
| Cre kit )
Esansy 71,1851
PeogeiLy, pfembies, and EquEpmEent [ 1.763.4)
rher sy [ 1762}
et effece om the resales for the year 6%, 245.5
The change &= the conssmer price index amounced vo 21.1%.
E. FROVISION FOR POSSIELE LOAN LOSSES
Thie changes in chasge-affa and pravisions foc possible loan bosses diring the year are summarized as foll ows:
= millsans of Chilean pesos)
Balanee beought forward 31.12.88 4140436
Exchange readjastments 14,9045
Chasge-ofis sgainst peovisioss (352, 762.8]
Provisions set up daring the yrar 04339
Becovery of prior yeas pravisand [ ®.34000)
Balance ak 31.12.09 147, 37%.2

The chasge to income of ghe year ariing from proviians sct wp ameuanting go § 70,4338 million & Included under Charge-ofifs, and
Pravisions in the Statement of Ieccsnc. ]
Chasge-offs sguinw provisions for 3 352,184.5 million with charge g0 Fcome of the year for § 23,3736 svillisn resulved from finassial
instivations being liguidated. Theie ace inckaded under the caprion Charpe-ofis and Provistons for Possible Loan Lossos of the 5S2atcment
of Incame.
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3. EQUITY AND RESERVES

Increaes an decreases im equaity during 1989 are sussmarired s follows:

fin millisss of Chilean pesos)

Reisrve far Flut paanbon Bestatomonk of
Capieal Conaingmncia Reisrie Uiy resenve Surplas Toral

Balance at 01.00.8% A5 0800 40, 767.2 251,525.8 60,2 1376002
Disaributsan of P98 mepkas

and paymenes to the Treasary - - - - {2640.2) [260.3)
Capitalizacios of reserves 25:2,293.0 (40, 767.2) (251,535 8) = = =
Equity pricc-leved redkatement - - - 71,1851 - T1.1B51
Drmsribusion of resatomans

of equity ecserve F1,1851 - {71,185.1) = = =
Met incame Bar the ¥Ear - - 18,1327 150327
Balsncs ot J1.12.8% 408 5201 - - 181327 415 540.8

Pursoant 1o Agreemens N 04-10, dated Decombes 29, V#E9 of the Bank®s Councd and in aecordimce with Arricle MO 3 of the Ley
(rpimics Conatecional del Bames Cenrral de Chide, the balance im ivems Capical, Resrve for Contmgencios, and Fluctustion Recre
of December B, 1989, inereased the i.'l.;pil:-ll of the Banco Central de Chile by § 50:0,000.0 malliea, J::Mﬂihs s Arciele MO 8 of dhe
akbove mentioned Law,

10. LOANS TO BE COLLECTED FROM CORPORACION DE
FOMENTO DE LA PRODUCCION

Parsaast ro Law N2 15,401, published in ke Offelad Regiseer on [amaary 26, 1985, end ies funbser smendmens, Banco Cennral &
Chile granicd kaamy to ik Corposacion de Fomenio de b Produccion for ghe purchase of fmancial insgisutions thares, an hehalf af
a third parry. According ve provisioss in Ardele M® 13 of the above mentioned Law, the oursianding amouss, of up o 15 million
Unidades de Pomento will he tranaferred by the Treamery to the Central Bank.

Providons in Amicle 3, Jencer e) of Law M LH A8 puhlﬂ.l'n:d. itk O Ll Regmter an Augast 1, 1989, includs o new Areicke, N™ 16,
af Liw M9 §R.400, acgosdang to which ihos financial instibstiond ownimg shares through leani ganied by Corpaoracion de Fomemp
de la Frodaccion, may, pursuant o Arciche 5 Law W™ 18,401, purchase those credins from Conporscsbn de Fesnento in cash or by
tranafior of promaucsy nofcy asued by & third parey = ofe &r move inatallments,

As provided in Amicle 5 of Law N2 18,4001 the ameunt to be paid by the financial insrivarions is affecred by a discounc if paid fimely,
and i1 is rr.:ul.iud h-'r' the masker cosditiosn, Canporacica de Fomceato may aullborite thele pugchases in sccordince with the Supas:
mbendency's rojpulatiose approval of pricing conditions,

Sheomld all the financia imsmmucions sharcholders decide co choowse ihis apeion, the 15 milkan Unadaden de Fomento meght b= excerded
and ke Cenal Bisk weald, condequently, beas ehe dallerence. Mevertheless, such siruarion bas mor occuned as of the date of preparmg
the finangial statements,

11. PREFERENTIAL U.S5. DOLLARS

Renlations NO5 1,466 dared Seprember 3, 1982; 1,484, dated December 15, 1982; 1,556, dated Febrasy 22, 1984 and 1,657, dared
June 27, 1985, of the Bank™s Exccutive Committes, provided that cemtsin commigements in forelgn currencies of atipulated to be renat
in Foreign currency before Auguss &, 1982 may be repaid ac a preferential exchange rate, the Basmco Central bearing the difference
between this exibungpng eate and the peevailzng rate st the tene o the repayment.

‘The emimased exchange differential payable as of December 3, 1989, i fully provisiensd For an aggegate amoust af § 4,476.6 milliea
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12, LOANS TO FINANCIAL INSTITUTIONS WITH SUBORDINATE OBLIGATION
(LAW NT 18,401}

Purduwant o Agreement MO 1,953, dated Aopest 16, 1985 and provisions in Asticle 15 of Law BN 18401, amended by Arricle 1, let-
ter d) af Law 1B.&18, the Conmal Bank provided, for banks snd fimancial naleogloss which had sodd chew boan PDrI:FD‘.kI in accordance
with Agreements B 1,450 and 89 1,555 and their corresponding amendmaenss, wherehy those Sntfution had commitied themachves
to repurchase the porifolio. the option of novation foe all the obligatioss Itﬂ.llti.ﬂs from these laan Fdlll[l!lllﬂ H',P'l'.lf-l!hl.l-! AETEmMEnts,
whh were wabstivared by & subordinared obligation thas siipalared in a novation agresment.

The amaunt of tke whardinate obliption @t st up by the sutitandisg balance berween the novaced reparchase obligation. romltisg
froen the amount paid for cash for tke loan porefolio by Banco Central, the ameunt paid for with ent or mege Treasary nedes wih non
acerued wrereat, and the cemulative inferest accrued at the miovatbon dare.

The maturity toem of the sebordinate obligation of the Gnarcis] insEifulloss o AT decermined uncil oee dave of acroal secclemant and
has cussulative suechange of 5% per ansam, on the curmanding amvounis arising from the nowated repurchased obligarion, remlimg
leams the ameant pasd for in cath by Bamgo Central plag ke cuamulanive interest acerued o the novation dage. This accrand Gnberead
i comtadered as income for tee Bank and recognized on an sccrual basis.

The financial maricutbens commit themaches 1o allocsre o the paymens af psbordinate ohlsgatson all thew annual iscome = accasdance
with Ehe Superintemsdomey's regulations. Likewisr, the Fmanc il indgifufiafi miy, whenever they deem kp Iﬂpl!iu-ml]‘liliul subordinate
obligation with ressurces aothorized by the above mansioned Saperinteadency. Consequently, the serdement of the sald commitment
is sabprcned o the financial meiunsens capabilay o generare incomae.

A at December 31, 1989, the mabordinaie ohligatien, ameunts 1o § 91064004 million for the commercials banks mwvolved an ikis
novatban agreessent, amd it iecluded im the items Loans co Fimancial Iratitutions with Subocdinare Obligateon [Law N9 15,401] ander
the cagivon Damesisc Awsis of the Balance Skect.

An st Decombeer 3, 198%, the Ceneral Bank has st up provisans foc § 32,000.0 silbes for this puspase.

Hango de Crédias e Inversiones ehose not 1o ke Ineloded in the novation optios provided by Agreement N7 1,953 of the Execurive
Commities, thus keeping ihe oblipsion with Basca Central ta sepuschiee the p-u-n.l'nhn in accordance with Flﬂ-\l‘il'illrll- in Agreament
H® 1,555, and i coaresponding amendments for the amount of § 36,6222 million ai at December 31, 1989, ai shown In the kem
Loami io Financial Inadiutions with Sabordinats Obhigation |Law N™ 18,401).

13. INTEREST RATE HEDGING

Farssant 1o Ageeement B2 1,837, December 23, 1387 the Execueive Commintee authorized the Intermutional Diviston o bedge inceress
raten om its Hahilities 14,696 “Euredollars Futuges Concraces™ were executed in 1909, cquivalont to USSE 14,656.0 milloa.

The net unearned income from these contraces o shown as Liakditkes under the -lellll {Isheers, in che icem Other Liabdicies Ascousin
and ihe renelt of the tneceest scerued and p\.lld s dheowm as loes,

As a1 Drecember 31, 1989, theer tramactiony showed a baw equivalent ta US§ 2.4 mdllloa.

14. TREASURY FUNDS TRANSFERRED TO BANCO CENTRAL DE CHILE
{LAWS N® 18,267, N© 18,401 and N© 18,768)

The following amounts are incheded in the tem Domestic Loans, ander caption Teeasury Transfer (Laws 18,267, 18,400 and 13, 768):

|m ewilliess of Chilean pesos)
i) Treasary promissory noves {Law N LB 26TH 302, 477.2
b] Treasary tramilerred funds [ Law B 18,400 ) 40,631.2
£} Treasary promissory noces (Law B9 18, 76:8) 1529 188.%
Toral 1.973.798.7

a) TREASURY PROMISSORY NOTES. LAW N© 18,267

Aceording to provisions in Article 39 of Law N® 18,267 daged December 2, 1983, as supplemented by Supreme Decree N® 327
af the Minisiry of Finarce, dited December 12, 1983, the Treamry transferred to Bancs Centeal de Chile § 100,000 million, by isssing
40 Treasury promSaory notes with @ 25 year mabarity pefm, seated in Unidades de Fomenio,
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b) TREASURY TRANSFERRED FUNDS. LAW M™ 18401

This fiem shows the cumulative incomo includsd in the 15 milllon Unidades de Fomente as stipulaced @n arcicle 13 of the Law
mantioned in Mabe N9 10 ks the Finsneial Sptements. The crameferred amount revales fram the docounta granted 15 those shascholdery
benefited by provishons of Law NS 18,401,

c) TREASURY PROMISSORY MOTES. LAW N 18,768

Prowiabons in Aricle 75 of Law 18,768 pablished i the OfRcial Register oa December 29, 198E, a1 qupplemenged by Supteme Decreed
MO 1,257, of the Minmtry of Finance, dated Decembser 29, 1985, and W% 350, dated Apnl 4, 1969, provided for the mbstination of
promissaey notes smated in Unidades de Fomento and isvaed to the osder of Banco Central de Chile, undes Sapreme Decrees B2 1067, of
15984, BT 1,097 of 1905, M° 935 of 1966 and N2 1,108 of 1987 of the Minbary of Finance, enacted acensding ta provisiens in the Only
Artiche of Law N® 18,358, a5 amended, by netes denominated and payabls & UL, dallars, with the same dage of Biue and matuzity dage
of the mbstivated notes. These notes have June 15, 1995 o the iz maroricy date and December 15, 2004, the last matarity date for
the laif af the 40 Haued noes.

Purssant to Sapreme Decrce MO 684, dated Aupast 3, 1989 of Minwwry of Finince, the Treasurer of the Hepablic was wathorired 5o
prepay the Teeavary Promiiieey Modes tisoed in aeeordance wih Supreme Dooroes W% 1,257, daged Decomber T8, 1988 and K= 330,
daved Apeil 4, 1985, of the Miniery of Finance. The propaid amount wai demical o the coeresponding value prevailing on the sertle.
mani date.

As an December 31, 1989, the Treasury PrCPaNMENLS amounied to LS, § 1,144.7 millzan, af capital, and U5, § 38,1 million of accrusd
ANLErTISE.

Adar December 31, 1989, the balinee of thete promisory notes amounted to § 1629, 188.3 millien snd q encleded i the ieem Treapary
Transfemed Funds. (Fromissary Motes Laws MO 18,267, M2 LR400, asd MO 18, T5H),

15. DEBRT FROM ASOCIACION NACIONAL DE AHORRO Y PRESTAMO
(SAVINGS AND LOANS ASSOCIATIONS)

The Asociacion Macional de Ahorro v Préviama [AMAP) made 3 prepaymsest of § 91 3598 millson, on Augusr 10, 1989, showing as

af December 31, 1989 o debe amounting 1o § 51,3140 million, gearantes by the sate, originated an pramBsosy notes issued by ANAP
and endorsed by Caja Contral de Aborra ¥ Préstamo to Basce Centeal de Chile.

16, PURCHASE OF FOREIGN DEBT PROMISSORY NOTES
Pursant to Agreement M® 1,965, dated October 11, 1959, the Execurive Committee decided o make an offer for peepayment of U5,
dollars, comesponding 1o koans payable by Banco Central, as & result of rescheduling apecments for 1983-1934, 1%85-1987 and 1985

1981 and the new maney agreements camresponding co 1983, 1984 and 1985, Ax sesult. Banco Central prepaid U5, § 140.7 million with
a discount of U5, § 58,7 mallion, & shown @& the Ineame Statement, ander the capiion mcome fram price diflerences,

17. BALANCES IN FOREIGN CURRENCIES AND GOLD

[Amounts exprenasd in milliond o ULS, §)

ar 31121989
ASSETS
OVERSEAS ASSETS 4971.1
Feservcs 4832.3
COither Cheericad Apicti L4H.8
DR ESTIC ASSETE 53073
Domedrk: Loins &, B0
OTHER ASSETS ACODOUNTS i1

Total Assets 111825



LIABILITIES

OYWERSEAS LIABILITIES 3 5868
4863

Kaservcs
Daher Oversens Liakilicies 259406
SDR allocations 159.9
DOMESTIC LIABILITIES 5.984.4
24258

D% poasis and Commibmenia
Documerts daued By Bancs Ceptral de Chile 1,549

OTHER LIABILITY ACCOUNTS
Tocal Liabiliies

3,60, 3
111828

18, CONTINGENCIES, COMMITMENTS AND OBLIGATIONS

a) MEMOBRANMDUM ACCOUNTS

The Eollowing Balancer ar¢ cunganding at December 31, 1939,
{in muillices of Chileas pesos)

Treapsy opsraissng 130%7.0
Exchange aperations and overseas loan aperations A, 157 360.4
ﬁ-:!'rl-::Fir.E and iecuridped in guarasiiee qp-;r“ia,;mp |.=!.'p,?ﬂ-|1.‘9
Toral 5804 2083

b INFUT VALUE ADDED TAX ONGOLD PURCHASED THROUGH AGENTS

Exempted Besodorion N® 23,498 November 15, 1988 of the Inrernal Revenue Service ganted the application for annulment of a Tax

amepsment of Value Added Tax based on gold purchased by the Bank through s parebusing apenes.
U Masch 18, L%BY, Bance Central de Chale collected the amount of § 7354 million as a remaining surplas resalving from the ahove
mentioned exempred Resolugion N2 23 498 daved Movember 15, 1958,

¢] CONTRACT OF SALE BETWEEN INMOBILIARIA BANDERA (CHILE) 5.A.
AND BANCO CENTRAL DE CHILE

n Jume B0, 1988, & contrsce between [nmobiliaria Bandera (Chae] 5.A. and Banco Comtral de Chile was sgreed loe the puschae of a
past of Edificio Dolivar, being conatroered in Sastiagn de Chile, calle Bandegs MO 140
The above mentivned contracs is affecred by an indemnity compeniation amouning 1o 300,000 Unidades dc Fommto in case of breach

of ¢onkract

1%, INCOME TAX

Fursuant te Deczce Law B¥ 3,345, April 24, 1980, Banco Central de Chila is exempr ffom Incame eaxes.

20. INCOME FOR THE YEAR

|l=_ accondunce with the Buimk's stacoees af Law NS 15840 the ineame for the year will be allocared 1o nere s capital up to the emoust
ol § 500,050 mallion
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21. SUBSEQUENT EVENTS

Parsant t6 Law M= 18,900, publithed = che Oficial Regiater on Jangary 16, 1990, the Caja Ceniral &c Ahorro y Préstamo is begally
hiquidarced and Asociscion Macional de Ahorro ¥ Prévtamo ceases 1o exian, and the |sgaidacion of their respective equities i suthoeired,
us enacted &5 the ahove rentioned Law,

Artikle 5 of Law N 10,900 paovided that che difference resalting from che Isyaidation of men assers and che respective obligarsess
|'.'¢|-|:i_||.l Maclonal de Aborre ¥ Peeitamed ¥ Assciecsan Macional de Aborng will be basre by the Teeasuey i accardasce with the Mational
Budiget, as enacted in Artscle 21 of Law 1,265 of 1975,

As ar December 31, 1989, Banco Cenoral de Chile recoeds the smoumis of § 17,3677 millson b loam granted ts Cap Cenizal de Aboma
v Peémtame, and of § 51,3140 millssn 1o Adociscian Nacienal de Abarra ¥ Prcitammn, aad memisened in MNogor 4 and 15 10 the Financlsl
Staiements.

JOSE AMTONK) RODRIGUEZ VELASCD
Pravisionsl General hhn.igﬂ'

?h.émx & jwﬂjra

FRAMCISCO GARCIA LETELIER VICEMTE MONTAN UGARTE
Finance Accounting Manager General Auditor
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INDEPENDENT AUDITORS' REPORT

To the President and
Members of the Council of
the Banca Central de Chile:

1. We have examined the balince theet of Banco Central de Chile as of December 31, 1989 and
the related sratement of incame for the year then ended, Our examination was made in accordance
with generally accepred auditing standards and, accordingly, included such rescs of the accounting
records and such other auditing procedures as we considered necessary in the circumatances,

2, Aj described in More 12, and in accordance with the Agreements 1,450 and 1,555 and sub-
sequent modifications thereon, of the Executive Commitcee. Banco Central de Chile puechased loan
partfelic from financial instinutions under reselling agreements subscribed by the parties. These
repurchases were to be covered by furure income gencraged during a defined number of years,
which if necessary, could be exteded. By virtue of Law 18401, Art. 15 and Law 18,818 Ar. 3
d), Banco Central de Chile, by Agreement N® 1,953-11 of August 16, 1989, established that f-
nan<ial instigutions which had outstanding loan portfolic repurchase contracts from Banco Central
de Chile, could have the option ta novate those abligations replacing ie Por a subosdinsced comamin-
ment as ser forch in a conrace, which has an indefinite number of years to be complied with. As of
December 31, 1989, Banco Central de Chile includes within its local assers Ch$ 930,640.4 million
representing the subordinated commitment of those institutions which signed the novation contrac,
According £o the nature and charscreristics of the novarion contract mentioned sbove, the recov-
erability of this amount &s uncertain as it is dependent exclusively upon futare ner income gencraned
by those institutions.

X, In oue -n-pininn. 11.|1:|j;-ﬂ:|: o the effects on the financial statements of sach :djmlmmu. if
any, as might have been required had the ouecome of the uncercainty abour the recoverability of
asets referred to in the preceding paragraph been known, the financial statements referred to abave,
present F:irl:,.- the lmancial Fu;:si.rinn of Banca Cenceal de Chile sz of December 31, 1989, and the
resules of ity operations for the year then ended. in conformity with generally sccepred accounting
principles applied an a basis consistent wich that of the preceding year,

Vivian L. Clarke LARNGTON CLARKE ¥ ClA. LTDA.
COOPERS & LYBRAND

Santiaga, Chile
January 12, 1990
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