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PRESENTATION OF FINANCIAL INFORMATION
BANCOLOMBIA S.A., which may also act under the name of BANCO DE

COLOMBIA S.A. ("Bancolombia," "BC," the "Bank," "us" or "we"), is a banking

institution organized under the laws of the Republic of Colombia ("Colombia").

We maintain accounting records in Colombian pesos ("peso," "pesos" or "Ps"). The

audited consolidated financial statements of BC and subsidiaries in which it
holds, directly or indirectly, 50% or more of the outstanding voting shares (the
"Subsidiaries") for the years ended December 31, 2002, 2003 and 2004 contained
in this annual report on Form 20-F (the "Annual Report") (collectively,
including the notes thereto, the "Financial Statements") are expressed in pesos.
In this Annual Report, references to "U.S. dollar," "U.S. dollars," and "USS$"
are to United States dollars.

This Annual Report translates certain peso amounts into U.S. dollars
at specified rates solely for the convenience of the reader. Unless otherwise
indicated, such peso amounts have been translated at the rate of Ps 2,389.75 per
US$ 1.00, which corresponds to the Tasa Representativa del Mercado
("Representative Market Rate") calculated the last business day of December
2004. The Representative Market Rate is computed and certified by the
Superintendencia Bancaria (the "Superintendency of Banking"), the Colombian
banking regulator, on a daily basis and represents the weighted average of the
buy/sell foreign exchange rates negotiated on the previous day by certain
financial institutions authorized to engage in foreign exchange transactions
(including BC). The Superintendency of Banking also calculates and certifies the
average Representative Market Rate for each month for purposes of preparing
financial statements, and converting amounts in foreign currency to Colombian
pesos. Such conversion should not be construed as a representation that the peso
amounts correspond to, or have been or could be converted into, United States
dollars at that rate or any other rate. On May 31, 2005, the Representative
Market Rate was Ps 2,338.89 per US$ 1.00. As used in this Annual Report, the
term "billion" means one thousand million (1,000,000,000).

Accounting practices and the preparation of financial statements of
the Bank and its Subsidiaries follow the special regulations of the Colombian
Superintendency of Banking, or, in the absence of such regulations, Colombian
GAAP. Together, these requirements differ in certain significant respects from
generally accepted accounting principles in the United States ("U.S. GAAP").
References to Colombian GAAP in this annual report are to Colombian GAAP as
supplemented by the applicable rules of the Colombian Superintendency of
Banking.

For consolidation purposes, financial statements of the Bank and its
Subsidiaries must be prepared under uniform accounting policies. In order to
comply with this requirement, financial statements of foreign Subsidiaries were
adjusted as required by Colombian regulations with regard to investments, loans
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The Bank consolidates companies in which it holds, directly or
indirectly, 50% or more of outstanding voting shares. The Bank's subsidiary
Bancolombia (Panama) S.A. sub-consolidates the following companies: Bancolombia
Cayman, Sistema de Inversiones y Negocios S.A., Sinesa Holding Company and
Future Net Inc. The Bank's subsidiary Almacenar S.A. consolidates the company
Unicargo de Colombia S.A. The subsidiary Colcorp S.A. consolidates the companies
Inmobiliaria Bancol S.A., Abocol S.A., Valores Simesa S.A. (a company resulting
from a spin-off by Simesa S.A. on December 31, 2000), Fundicom S.A. and Todo Uno
Colombia S.A.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 20-F contains certain forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of
1995 and information relating to us that are not based on historical facts but
instead on beliefs of management as well as assumptions made by and information
currently available to us. When used in this document, the words "anticipate,"
"believe," "estimate," "expect," "intend," "plan," "predict," "target,"
"forecast," "guideline," "should" and "project" and similar expressions, as they
relate to us or our management, are intended to identify forward-looking
statements. Such statements reflect our current views with respect to future
events and are subject to certain risks, uncertainties and assumptions. Many
factors could cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements that
may be expressed or implied by such forward-looking statements, including, among
others, changes in general economic and business conditions, changes in currency
exchange rates and interest rates, introduction of competing products by other
companies, lack of acceptance of new products or services by our targeted
customers, changes in business strategy and various other factors, both
referenced and not referenced in this Annual Report on Form 20-F. Should one or
more of these risks or uncertainties materialize, or should our underlying
assumptions prove incorrect, actual results may vary materially from those
described herein as anticipated, believed, estimated, expected, intended,
planned or projected. Forward-looking statements speak only as of the date they
are made, and the Bank does not intend, and does not assume any obligation, to
update these forward-looking statements in light of new information or future
events.

Factors that could cause actual results to differ materially and
adversely include, but are not limited to:

- changes in general economic, business, political, fiscal
or other conditions in Colombia or changes in general
economic or business conditions in Latin America;

- changes in capital markets or in markets in general that
may affect policies or attitudes towards lending to
Colombia or Colombian companies;

- increased costs;
- unanticipated increase in financing and other costs or
the inability to obtain additional debt or equity

financing on attractive terms; and

- the factors discussed under Item 3. Key Information - D.
Risk Factors; Item 5. Operating and Financial Review and
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Prospects; and elsewhere in this Annual Report and in
the documents that it incorporates by reference.

Important factors that could affect forward-looking statements are
subject to change and the Bank does not intend to update the foregoing list of
factors. New factors emerge from time to time, and it is not possible for the
Bank to predict all of these factors. By means of this cautionary note, the Bank
intends to avail itself of the safe harbor from liability with respect to
forward-looking statements provided by Section 27A of the Securities Act of 1933
(the "Securities Act") and Section 21E of the Securities Exchange Act of 1934,
as amended (the "Exchange Act").

Neither our independent auditors, nor any other independent
accountants, have compiled, examined, or performed any procedures, with respect
to the prospective financial information contained herein, nor have they
expressed any opinion or any other form of assurance on such information or its
achievability, and assume no responsibility for, and disclaim any association
with, the prospective financial information.

ii

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION

A. SELECTED FINANCIAL DATA

The selected consolidated financial data as of December 31, 2003 and
2004, and for each of the three years in the period ended December 31, 2004 set
forth below has been derived from our audited Consolidated Financial Statements
included in this Report. The selected consolidated financial data as of December
31, 2000, 2001 and 2002, and for each of the two years in the period ended
December 31, 2001 set forth below have been derived from our audited
consolidated financial statements for the respective periods, which are not
included herein.

The Consolidated Financial Statements for the years ended December
31, 2003 and 2004, were audited by Deloitte & Touche Ltda., independent
accountants. For the years ended December 31, 2002, 2001 and 2000 our
Consolidated Financial Statements were audited by KPMG Ltda., independent
accountants.

The selected data should be read in conjunction with the
consolidated financial statements, related notes thereto, and the reports of the
independent public accounting firms.

In order to provide a better understanding of BC's financial
statements, certain reclassifications were made in the consolidated balance
sheets for fiscal years 2000, 2001, 2002, and 2003. As a result, certain figures
provided in this Annual Report for the years ended December 31, 2000, 2001, 2002
and 2003, such as net accounts receivable, net foreclosed assets, net operating
leases, net and other assets, differ from those reported in the Bank's Annual
Report for the years ended December 31, 2000, 2001, 2002 and 2003. These
reclassifications do not affect the Bank's stockholders' equity for any of the
years for which the Consolidated Balance Sheets were reclassified.
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CONSOLIDATED STATEMENT OF OPERATIONS:
COLOMBIAN GAAP:

Interest income.........iiiiiiinnen.n..
Interest expense. .. ... ittt

NET INTEREST INCOME......¢oieeeeunenn
Provisions for loans and accrued
interest losses (2)
Provision for foreclosed assets and
other assets. .ottt

NET INTEREST INCOME AFTER
PROVISIONS. .. ittt it i it ie e

Other operating income................
Operating eXpenses. . ... eeeeeeennnnns

NET OPERATING INCOME (LOSS)
Net non-operating income (loss)
Net monetary inflation adjustment.....

INCOME (LOSS) BEFORE TAXES..........

Minority interest (loss)..............
Income LaXesS. . vttt it ittt enenenens

NET INCOME

Weighted average of Preferred and
Common Shares outstanding(3)

Net operating income (loss) per
Share (3) (4) v v ittt e e e e e e e e e et e eeeenn
Net operating income (loss) per ADS...
Net income (loss) per share(3) (4).....
Net income (loss) per ADS.......vve...

Cash dividends declared per share(5)..
Cash dividends declared per ADS.......

U.S. GAAP:

Net dncome (1OSS) v v v ittt iiieeennn.
Net income (loss) per share(6)........
Net income (loss) per ADS.......ooo...
(1)

(Ps million and U.S.

842,633
(458,855)

383,778

(152,29¢6)

(112,219)

119,263

341,971
(618,352)

AS OF AND FOR THE YEAR ENDED DECE

Ps 881,757

(529,074)

352,683

(73,953)

(63,537)

215,193

620,188
(696, 963)

138,418
51,000

189,418
(1,310)
(31,575)

2002

dollars thousands(1l),

Shares

Ps 738,184

(466,223)

271,961

(115,154)

(71,212)

85,595

828,977

(755,801)

158,771
79,787

238,558

14,440

(42,618)

2003

except per sha
"ADS" amounts)

Ps 1,400,255

(480,513)

919,742
(162,058)

(68,892)

688,792

674,647
(869,350)

494,089
37,600

531,689
330
(62,635)

(38,915)
(119)
(476)

576,695,395

240
960
271
1,084
84
336

Ps

Ps 226,048
530

2,120

576,695,395

275
1,101
365
1,460
132
528

Ps

Ps 207,152
461

1,844

Amounts stated in dollars have been translated at the rate of Ps 2,389.75

576,695,395

857
3,427
814
3,256
272
1,088

Ps

Ps 474,419
1,070

4,280
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to US$ 1.00 which is the Representative Market Rate calculated the last
business day of December 2004, as reported and certified by the
Superintendency of Banking.

Includes a provision for accrued interest losses amounting to Ps 20,178
million, Ps 4,965 million, Ps 4,518 million, Ps 5,316 and Ps 4,483 million
for the years ended December 31, 2000, 2001, 2002, 2003 and 2004
respectively.

Includes Common Shares and 178,435,787 Preferred Shares for 2000, 2001,
2002, 2003 and 2004.

Reflects all dividends per share distributed through December 31, 2000.
Calculated on the basis of average outstanding shares during the period.

This data is presented on an annualized basis.

Reflects all dividends per share distributed up to December 31, 2000.
Under U.S. GAAP, these shares are considered outstanding since the
beginning of the earliest period presented. Net income per share under
U.S. GAAP is presented on the basis of net income available to common
stockholders divided by the weighted average number of Common Shares
outstanding (398 million for each of 2000, 2001, 2002, 2003 and 2004). See
Note 33 to the Financial Statements.

2
AS OF AND FOR THE YEAR ENDED DECEMBER
2000 2001 2002 2003
(Ps million and U.S. dollars thousands(l), except per sh
Shares "ADS" amounts)
CONSOLIDATED BALANCE SHEET
COLOMBIAN GAAP:
ASSETS:
Cash and dues from banks............... Ps 428,466 Ps 536,813 Ps 643,405 Ps 848,
Overnight funds...........cciiiiennn.. 291,786 176,666 207, 684 598,
Investment securities, net............. 1,575,304 2,984,552 4,343,458 4,336,
Loans and Financial Leases, net........ 4,826,506 5,078,476 5,864,991 7,642,
Accrued interest receivable on
10ANS, NEL . ittt ettt ittt enaeeeenns 84,693 77,681 83,459 103,
Customers' acceptances and
derivatives. . ittt ittt e e 40,358 39,907 (15,662) 1,
Accounts receivable, net............... 104,349 104,436 149,955 163,
Premises and equipment, net............ 332,120 320,080 317,724 337,
Foreclosed assets, net.............o.... 75,867 57,012 46,002 27,
Prepaid expenses and deferred charges.. 107,848 84,483 58,403 27,
(€703 Yo L 2n 164,201 141,552 118,904 99,
Operating leases, net(3) .......ccccv... 195,092 244,195 373,499 537,
Other assetsS. vttt it eeennnns 118,434 186,879 147,949 198,
Reappraisal of assets......ccuviee... 262,723 241,727 259,811 253,
TOTAL ASSET S . i it ettt ettt e e e ennaeeenns Ps 8,607,747 Ps 10,274,459 Ps 12,599,582 Ps 15,176,
LIABILITIES AND SHAREHOLDERS' EQUITY:
DEePOSIES .ttt ittt e e e Ps 6,116,022 Ps 7,580,848 Ps 8,788,158 Ps 10,231,



Edgar Filing: BANCOLOMBIA SA - Form 20-F

BOrrOWINgS . v i vttt ittt e ettt e 908,103 830, 654 1,117,015 1,211,
Other liabilities.......c.iiiieinnnnnn.. 717,739 892,506 1,410,061 2,043,
Shareholders' equity....ovvvieeeeenn. 865,883 970,451 1,284,348 1,689,
TOTAL LIABILITIES AND o rm e m— e — .
SHAREHOLDERS' EQUITY Ps 8,607,747 Ps 10,274,459 Ps 12,599,582 Ps 15,176,
U.S. GAAP:
Shareholders' equity.....coov. Ps 951,191 Ps 1,147,989 Ps 1,413,445 Ps 1,832,
Shareholders' equity per share(2)...... 1,755 1,991 2,451 3,
Shareholders' equity per ADS(2)........ 7,020 7,964 9,804 12,
(1) Amounts stated in dollars have been translated at the rate of Ps 2,389.75

to US$ 1.00 which is the Representative Market Rate calculated the last
business day of December 2004, as reported and certified by the
Superintendency of Banking.

(2) Shareholders' equity per share is calculated based on the number of Common
Shares and Preferred Shares. The weighted average (rounded to the nearest
million) of Preferred and Common Shares outstanding amounted to 542
million for the year ended December 31, 2000; and 577 million for the
years ended December 31, 2001, 2002, 2003 and 2004.

(3) In October 23, 2003, the Superintendency of Banking through its External
Circular 040, modified the treatment of financial leases. Since January 1,
2004, instead of recording financial leases as property, plant and
equipment, companies must account for them in their loan portfolio.
Additionally, according to this Circular the assets given in financial
lease contracts, recovered by the lessor when the purchase option was not
exercised, or due to failure of payments from customers are to be
classified as foreclosed assets since January 1, 2004. In the annual
report of year 2003 this assets were disclosed in the line "Other assets".
The Bank did not make reclassifications for these effects in the balance
sheets for years 2000, 2001, 2002 and 2003.

3
AS OF AND FOR THE YEAR ENDED
2000 2001 2002
(percentages, except for
SELECTED RATIOS: (1)
COLOMBIAN GAAP:
PROFITABILITY RATIOS:
Net interest margin(2) ... ..o ii ittt ieeeeeeeeeannns 6.45 4.70 2.95
Return on average total assets(3) ....veiiiiiinnnnnnn. (1.44) 1.65 1.88
Return on average shareholders' equity(4)............ (11.75) 14.58 20.42
EFFICIENCY RATIO:
Operating expenses as a percentage of net
operating income (5) .. vttt ittt e e e e e 85.20 71.64 68.65

CAPITAL RATIOS:
Period-end shareholders' equity as a percentage
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of period-end total assets.......cciiiiiiiiii.. 10.06 9.45

Period-end regulatory capital as a percentage of

period-end risk- weighted assets(6)................ 11.09 10.061

CREDIT QUALITY DATA:

Non-performing loans as a percentage of total

10aANS (7)) (1L it et e e e e e e e e e e e e e e e e et et ettt 3.52 4.54
"C", "D" and "E" loans as a percentage of total

loans (10) (11) v ittt ittt e e e e e e e e e et 10.45 9.70
Allowance for loan and accrued interest losses as a

percentage of non-performing loans (11)............ 175.98 122.91
Allowance for loan and accrued interest losses as a

percentage of "C", "D" and "E" loans(10) (11)...... 59.23 57.57
Allowance for loan and accrued interest losses as

a percentage of total loans (11).........ccuiine... 6.19 5.58

OPERATING DATA:

Number of branches (8) ...ttt ittt eeeeennn 321 323

Number of employees (9) ...ttt ittt et e eeannnn 7,688 7,518

(1) Ratios were calculated on the basis of monthly averages.

(2) Defined as net interest income divided by average interest-earning assets.

(3) Net income divided by average total assets.

(4) Net income divided by average shareholders' equity.

(5) Net operating income includes net interest income and other operating
income.

(6) For an explanation of risk-weighted assets and Technical Capital, see Item
4. Information on the Company - B. Business Overview - B.7. Supervision
and Regulation - Capital Adequacy Requirements.

(7) Non performing loans are small business loans and consumer loans that are

past due 60 days or more, commercial loans that are past due 90 days or

more and mortgage loans that are past due 120 days or more.

includes financial leases)

(Each category

(8) Number of branches does not include branches of the Bank's Subsidiaries.
(9) The number of employees includes employees of the Bank's consolidated
Subsidiaries.

(10) See Item 4. Information on the Company - E. Selected Statistical

Information - E.3. Loan Portfolio - Classification of the Loan Portfolio

and Credit Categories for a description of "C,"

and "E"

(11) In October 23, 2003, the Superintendency of Banking through its External
Circular 040, modified the treatment of financial leases.
2004 instead of be recorded to as premises and equipment,

for as loan portfolio.

EXCHANGE RATES

Since January 1,
it is accounted

10.

11.

316.

57.

19

61

77

.71

80

71

.61

340

7,581

10
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On May 31, 2005, the Representative Market Rate was Ps 2,338.89 per
USS$ 1.00. The following table sets forth the high and low peso/U.S. dollar
exchange rates for the last six months:

RECENT EXCHANGE RATES OF PESO PER US$ 1.00:

MONTH LOW HIGH
December 2004........ ... 2,316.12 2,481.93
January 2005......... .. i 2,315.45 2,389.75
February 2005......... .. .. 2,308.58 2,365.79
March 2005 ........ ... 2,324.89 2,397.25
April 2005 ...l 2,328.74 2,374.47
May 2005 ... 2,328.69 2,349.59

Source: Superintendency of Banking.

The following table sets forth the average peso/U.S. dollar
Representative Market Rate for each of the five most recent financial years,
calculated by using the average of the exchange rates on the last day of each
month during the period.

The Federal Reserve Bank of New York does not report a rate for
pesos; the Superintendency of Banking calculates the Representative Market Rate
based on the weighted averages of the buy/sell foreign exchange rates quoted
daily by certain financial institutions, including BC, for the purchase and sale
of foreign currency.

PESO/USS$ 1.00
REPRESENTATIVE MARKET RATE

PERIOD AVERAGE
2000, i e e e 2,104.72
2001 . it e e 2,301.74
2002, i e e 2,534.22
2003 . i e e 2,875.05
2004 . e e 2,614.79

Source: Superintendency of Banking.
B. CAPITALIZATION AND INDEBTEDNESS
Not applicable.
C. REASONS FOR THE OFFER AND USE OF PROCEEDS

Not applicable.

D. RISK FACTORS
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The factors referred to below, as well as all other information
presented in this Annual Report, should be considered by investors when
reviewing any forward-looking statements contained in this Annual Report, in any
document incorporated in this Annual Report by reference, in any of the Bank's
future public filings or press releases, or in any future oral statements made
by the Bank or any of its officers or other persons acting on its behalf. The
risks and uncertainties described below are not the only ones that the Bank
faces. Additional risk and uncertainties that the Bank does not know about or
that the Bank currently thinks are immaterial may also impair our business
operations. Any of the following risks, if they actually occur, could materially
and adversely affect our business, results of operations, prospects and
financial condition.

D.1. RISKS RELATING TO COLOMBIA

Most of the Bank's operations, property and customers are located in
Colombia. Accordingly, the quality of our assets, financial condition and
results of operations depend primarily on macroeconomic and political conditions
prevailing in Colombia.

D.1.1. COLOMBIA HAS EXPERIENCED SEVERAL PERIODS OF VIOLENCE AND INSTABILITY
AND SUCH INSTABILITY COULD AFFECT THE ECONOMY AND THE BANK

The Colombian government (excluding departmental and municipal
governments, the "Government") has historically exercised substantial influence
over the Colombian economy, and its policies may continue to have an important
effect on Colombian entities (including BC), market conditions, prices, and
rates of return on Colombian securities (including BC's securities).

The market value of BC's securities and the dividends thereon may
also be affected by changes in labor costs, inflation, interest rates, taxation,
social instability and other political or economic developments in Colombia. The
Bank cannot provide any assurance that future developments in government
policies or in the Colombian economy will not impair its business or financial
condition or the market value of its stock.

Colombia has experienced several periods of criminal violence over
the past four decades, primarily due to the activities of guerilla groups and
drug cartels. In response, the Government has implemented various security
measures and has strengthened its military and police forces by creating
specialized units. Despite these efforts, drug-related crime and guerilla
activity continue to exist in Colombia. These activities, their possible
escalation and the violence associated with them may have a negative impact on
the Colombian economy or on the Bank in the future.

The Bank has taken measures that are standard industry practices in
Colombia to protect itself against violence. Examples of these measures include,
among others, hiring specialized private security, implementation of security

technology and obtaining insurance against terrorism, fire, strikes and
vandalism.

D.1.1i1i. POLITICAL, ECONOMIC AND FINANCIAL ENVIRONMENT

The following information illustrates the main aspects of the
political, economic and financial environment in Colombia during year 2004:

POLITICAL ENVIRONMENT

In 2004, the Colombian political environment was relatively stable,

12
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despite the fact that at the end of 2003, a referendum that proposed certain
amendments to the Constitution of Colombia (the "Constitution") that would have
enabled financial and political reforms was not approved. Notwithstanding, the
Government has maintained transparent guiding principles of fiscal austerity and
democratic security, which have contributed to creating favorable economic
expectations. At the end of 2004, the Congress of Colombia (the "Congress")
approved a reform to the Constitution that, once effective, would allow for
presidential reelection, which is not permitted under current law. For this
reform to become effective, the Colombian Constitutional Court must first
determine that it conforms in both form and substance with the requirements of
the Constitution. If the Colombian Constitutional Court affirms the
constitutionality of the reform, the present administration could be reelected
in the 2006 presidential elections and remain in office another four years,
continuing its current policies.

Additionally, conflict within Colombia increases the wvulnerability
of the Colombian political system . This conflict negatively affects the economy
because it reduces the incentive to invest. The democratic security policy of
the Government has produced positive results, including a decrease in violence.
From December 2003 to December 2004, the number of murders not related to the
internal conflict dropped 18.4% and the number of kidnappings decreased 34.5%.
Terrorist actions also declined 44% for the same period. This has instilled more
trust in the country and in its economy, thus improving the investment
environment.

Deterioration in the economic and political situation of neighboring
countries, could affect national stability or the Colombian economy by
disrupting Colombia's diplomatic or commercial relationships with these
countries.

ECONOMIC ENVIRONMENT

Despite positive trends in the Colombian economy's basic indicators,
which suggest a stable macroeconomic environment, Colombia's fiscal deficit and
growing public debt could affect the economy. After the grave crisis suffered in
recent years, the fundamental economic variables now show positive tendencies.
According to the National Administrative Department of Statistics ("DANE"), in
2004, GDP increased 3.96% and the rate of inflation was 5.5%, meeting the
inflation rate target proposed by the Banco de la Republica of Colombia (the
"Central Bank"). Also, unemployment showed slight recovery: in December 2003,
the unemployment rate was 12.3% whereas in December 2004, it was 12.1%,
decreasing 0.2%. In addition, interest rates have remained low and stable near
7.50%, enabling positive financial sector results and investment reactivation.
The real exchange rate has remained at competitive levels, despite the nominal
revaluation of 13.98%, it was 122.46 at the end of 2004. Relative political calm
in Colombia has helped generate investment incentives and accordingly, private
investment increased 13.32% from December 31, 2003 to December 31, 2004 as
reported by DANE. The greatest perceived risk to the Colombian economy is on the
fiscal front, given the levels of public deficit and indebtedness.

7

The Government faces its greatest challenge on the fiscal front due
to the high level of public debt, International Monetary Fund ("IMF") pressures
to reduce the deficit, and allowances to cover pensions inherited from the
Social Security Institute ("ISS"). Currently, the 2004 fiscal deficit is 1.2% of
GDP, reaching a total amount of Ps 3,010 billion. For 2005, the Government will
have to continue taking actions to improve the condition of public finances in
order to meet the commitments that it has undertaken with the IMF, including its
commitment to reduce the non-financial public sector (the "NFPS" (1)) deficit to
2.5%.

13
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FINANCIAL ENVIRONMENT
Trade and Payment Balance

Expectation for foreign trade and international economic relations
remain positive. Commercial agreements currently in force and in negotiation,
including a free trade agreement with the United States, are expected to sustain
and support growth allowing Colombia to meet the increased demand for exports of
Colombian products. The economic and political situations of Colombia's trade
partners are not considered a risk for Colombian interests; however, we cannot
disregard the possibility of adverse situations for those countries.

The following table sets forth Colombia's trade balance for the
periods indicated:

COLOMBIA'S TRADE BALANCE

IN MILLION OF U.S.$ FOB (FREE ON BOARD)

PERIOD EXPORTS IMPORTS BALANCE
January 1,166 1,119 47
January- February 2,165 2,140 25
January- March 3,351 3,366 (15)
January- April 4,605 4,629 (24)
January- May 5,922 5,901 21
January- June 7,328 7,169 159
January- July 8,859 8,488 371
January- August 10,366 9,859 507
January- September 11,876 11,141 735
January- October 13,395 12,492 903
January- November 14,971 13,982 989
January- December* 16,483 15,626 857
Source: DANE
* The final figure for this period has not been published yet; this is a

preliminary figure.

in 2004,

factors related to world markets.
13.5 billion in December 2004.

Colombia achieved a trade balance surplus of US$ 856.7 million FOB
but the future trends of the trade balance will depend on exogenous

macroeconomic environment.

(1)

decentralized public entities.

Colombia's Indebtedness

According to the Central Bank,

Net international reserves represented USS$
These levels are considered adequate for a stable

The non-financial public sector is composed by the Government and

the GNC(2) ("Gobierno Nacional

14
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Central") debt as a percentage of GDP halted its upward trend during the 1996 -
2002 period and stabilized at 51% of GDP in 2003. We estimate that for 2004, the
percentage will drop to 46.75% of GDP as a result of the current trend of the
exchange rate and economic growth. The private sector has a relatively small
amount of external debt that does not represent a major risk to creditors.

The risk perception of Colombia's external debt has decreased
throughout 2004. The JPMorgan Emerging Markets Bond Index Plus (EMBI+) level
(for Colombian sovereign debt) dropped from an average of 438.84 basis points in
February 2004 to 359.47 basis points in February 2005. EMBI+ measures the spread
of emerging markets bonds over U.S. Treasury bonds. A lower index level
indicates lower perceived risk.

D.1.iii. RESTRICTIONS REGARDING FOREIGN INVESTMENT IN COLOMBIA

Colombia's International Investment Statute (Decree 2080 of 2000,
amended by Decree 1844 of 2003) regulates the manner in which
non-Colombian-resident entities and individuals can invest in Colombia and
participate in the Colombian securities markets. Among other requirements, the
statute mandates registration of certain foreign exchange transactions with the
Central Bank and specifies procedures to authorize and administer certain types
of foreign investments. Decree 1844 modified Decree 2080 of 2000, simplifying
the procedures for foreign investors to register their investment in Colombia
with the Central Bank. International investments are regulated by the Central
Bank by means of External Resolution 8 of 2000 and External Circular DCIN 83 of
December 2004, setting forth in detail certain procedures regarding registration
of foreign investment in Colombia.

Investors who wish to participate in the Bank's American Depositary
Receipt ("ADR") facility and hold American Depositary Shares ("ADSs") of the
Bank will be required to submit to the custodian of the ADR facility certain
information and comply with certain registration procedures required under the
foreign investment regulations in connection with foreign exchange controls
restricting the conversion of pesos into U.S. dollars. Holders of ADRs who wish
to withdraw the underlying preferred shares will also have to comply with
certain registration and reporting procedures. Under the foreign investment
regulations, the failure of a non-resident investor to report or register with
the Central Bank foreign exchange transactions relating to investments in
Colombia on a timely basis may prevent the investor from obtaining remittance
rights, constitute an exchange control infraction and result in a fine.

(2) As used in this context, the central government is composed of the
ministries, administrative departments, some agencies and other entities,
including the Congress, the tax authority, the fiscal authority, the attorney
general, the supervising body of the judiciary, the police and others. The
expenses of these authorities are financed from national budget resources
(according to allocations made from reserves available to the Ministry of
Finance and Public Credit) through the general treasury.

Despite the easing of restrictions imposed for foreign investment in
Colombia, we cannot assure that the Colombian Government, Colombian Congress or
the Central Bank will further eliminate restrictions to foreign investments, nor
that they will not implement more restrictive rules in the future. Currently,
Colombia has a free float exchange rate system. However, we cannot assure that
other restrictive rules for the exchange rate system will not be implemented in
the future. In the event that a more restrictive exchange rate system is
implemented, financial institutions, including the Bank, may be unable to
transfer U.S. dollars abroad to pay their financial obligations. See Item 4.
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Information on the Company - B. Business Overview - B.7. Supervision and
Regulation and Item 10. Additional Information - E. Taxation.

Article 36 of Decree 2080 of 2000 was also modified by Decree 4210
of 2004 which established that foreign portfolio investments must remain in
Colombia for at least a one year period following the date the investment was
processed through the exchange market.

Article 21 of Decree 4210 provides that when a Colombian company
issues shares of stock to be held through a trust or similar agreement by a
second Colombian company that is regulated by the Superintendency of Banking or
the Superintendency of Securities, and with respect to which a foreign financial
institution will issue receipts representing these securities to be acquired by
foreign investors, these securities will be considered an institutional fund,
and therefore, portfolio investments. Because of its characteristics, the ADR
program 1s considered a foreign portfolio investment fund. Nevertheless, this
regulation establishes that "provisions contained in Chapter III Title III of
the mentioned decree shall apply to these funds when, because of their nature,
they would be applicable. The Superintendency of Securities shall give the
relevant instructions."

So far the Superintendency of Securities has not given the
instructions as to whether the ADR program shall be subject to Decree 4210.
Nonetheless, FIDUCOLOMBIA S.A., the entity that acts as local custodian, has
expressly stated to the Central Bank and the Superintendency of Securities that
such provision shall not be applicable to the ADR program given its differences
from other foreign portfolio capital investment funds and the fact that it does
not represent movements of money but the registry of shares.

Nevertheless, BC cannot be sure that in the future the
Superintendency of Securities and/or the Central Bank will not demand additional
investments to remain in Colombia for at least a one year period.

D.1.1iv. COLOMBIAN CORPORATE DISCLOSURE AND ACCOUNTING STANDARDS MAY DIFFER
FROM THOSE IN THE UNITED STATES

Colombian banking regulations are designed to ensure the safety and
soundness of the banking system and to limit its exposure to risk. While many of
the policies underlying these regulations are similar to those underlying
regulations applicable to banks in other countries, including those in the
United States, Colombian regulations can differ in a number of material respects
from those other regulations. For example, under Colombian GAAP, allowances for
non-performing loans are computed by establishing each non-performing loan's
individual inherent risk, using criteria established by the Superintendency of
Banking that differs from that used under U.S. GAAP (See Item 4. Information on
the Company - E. Selected Statistical Information - E.4. Summary of Loan Loss
Experience - Allowance for Loan Losses). In addition, capital adequacy
requirements for banks under Colombian regulations differ from those under U.S.
regulations.

10

Changes in banking laws and regulations, or in their official
interpretation, may have a material effect on our business and operations. Since
banking laws and regulations change frequently, their interpretation, and the
manner in which these laws and regulations are applied to financial
institutions, is continuously evolving. No assurance can be given generally that
laws or regulations will be adopted, enforced or interpreted in a manner that
will not have an adverse effect on BC's business. Also, we cannot assure that
there will be no changes in banking laws or regulations in other countries where
the Bank has subsidiaries, such as Panama and the Cayman Islands.

16



Edgar Filing: BANCOLOMBIA SA - Form 20-F

Pursuant to Law 550 of 1999, the Government began a review of the
present regulations relating to accounting, audit, and information disclosure,
with the intention of conforming them to international standards and proposing
pertinent modifications to Congress.

For more information see Item 4. Information on the Company - B.
Business Overview - B.7. Supervision and Regulation.

D.1.v. INSTABILITY OF COLOMBIAN TAX LEGISLATION COULD ADVERSELY AFFECT THE
BANK'S CONSOLIDATED RESULTS

One of the characteristics of legislation in Colombia is its
instability. This instability can be especially relevant with respect to tax
legislation. Legislation, regulation and jurisprudence can affect tax burdens by
increasing tax rates and fees, creating new taxes, limiting stated expenses and
deductions, and eliminating incentives and non-taxed income.

Since January 1, 2000, BANCOLOMBIA has enjoyed the benefits of a tax
stability regime that will be in effect until the year 2010. During the
effective term of the program, no new national taxes or increases in income tax
rates will apply to the Bank. For more information, see Item 5. Operating and
Financial Review and Prospects - A. Operating Results - A.l. General Discussion
of the Changes in Results.

Other taxes to which the Bank is subject, such as sales tax, stamp
tax, and the municipal Industry and Trade Tax, have remained relatively stable.
If future tax reforms increase the respective rates for these taxes, they should
not have a significant impact on the Bank's consolidated financial statements.

D.2. RISKS RELATING TO OUR INDUSTRY AND OUR OPERATIONS
D.2.1. THE QUALITY OF THE BANK'S LOAN PORTFOLIO AND OF OTHER ASSETS MAY
DECLINE

If the Bank's loan portfolio continues to grow in all targeted
segments, such as retail, Small-and Medium-Sized Enterprises ("SMEs") and large
corporations, the Bank may experience higher levels of past due and
non-performing loans than in the past and may be required to increase its
allowances for non-performing loans.

In particular, if the Bank successfully increases the participation
of consumer and small business credits in its loan portfolio, it may experience
detrimental changes in its credit risk levels. Furthermore, there can be no
assurance that BC will maintain its current level of asset quality and credit
risk in the future.

11

D.2.1i1i. BC'S CONCENTRATION IN AND RELIANCE ON SHORT-TERM DEPOSITS MAY
INCREASE ITS FUNDING COSTS

The Bank's principal sources of funds are short-term deposits,
checking accounts and savings accounts; they represent a share of 60.7%, 59.6%
and 59.6% of total funds at the end of 2002, 2003, and 2004, respectively. Since
it relies primarily on short-term deposits for its funding, there can be no
assurance that, in the event of a sudden or unexpected shortage of funds in the
Colombian banking system and money markets, BC will be able to maintain its
current level of funding without incurring higher costs or liquidating certain
assets.

17
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D.2.1iii. BC'S HEAVY RELIANCE ON PUBLIC DEBT TRADING SECURITIES IN ITS
INVESTMENT PORTFOLIO LEAVES IT VULNERABLE TO FLUCTUATIONS IN PUBLIC
DEBT VALUATIONS

During the past three years, public debt trading securities have
represented approximately 70% of BC's total investment portfolio, resulting in
the Bank's significant exposure to a default by Colombia on its debt and to
lower valuations of Colombia's debt in the secondary market. At December 2004,
the Bank's holdings of bonds issued by the Colombian Treasury was valued at Ps
3,705,907 million.

D.2.1iv. INCREASED COMPETITION AND CONSOLIDATION IN THE FINANCIAL INDUSTRY
COULD ADVERSELY AFFECT OUR MARKET SHARE

The Colombian financial system is highly competitive. Since the
1990s, when the Colombian financial market was deregulated and international
capital flows resumed, there has been an ongoing process of financial system
consolidation. The consolidation will lead to the creation of large institutions
that benefit from economies of scale, presenting the risk that the Bank could
lose a portion of its share in the industry.

D.3. RISKS RELATING TO OUR ADRS

D.3.1. PESO DEVALUATION MAY DEPRESS THE VALUE OF DIVIDENDS PAYABLE TO
HOLDERS OF ADRS

In September 1999, the Central Bank significantly liberalized the
Colombian exchange market. Since then, the Central Bank has allowed the peso to
float freely, intervening only when there are steep variations in the peso's
value relative to the U.S. dollar. This mechanism is only used to control the
international reserves of Colombia or when the average of the Representative
Market Rate for the preceding twenty days exceeds 4% of that day's
Representative Market Rate. Upon such an event, the Central Bank sells call
options, whereby the purchaser is entitled to buy from the Central Bank, on a
future date, a specified amount of dollars at a pre-established exchange rate,
thus reducing the volatility of the exchange rate.

12

The devaluation of the peso against the dollar was 25% in 2002.
During 2003, the peso appreciated against the U.S. dollar by 3.02% and, in 2004,
the peso again appreciated against the U.S. dollar by 14%. Absent modifying
circumstances, a future peso devaluation would have a negative impact on the
U.S. dollar value of dividends paid to holders of ADRs. Conversely, a peso
revaluation would have a positive effect. In the future, a decrease in oil
exports, a slight increase in U.S. Federal Reserve interest rates and an
adjustment in the U.S. trade balance could produce a slight devaluation.
Although the foreign exchange market is allowed to float freely, there is no
assurance that the Central Bank or the Government will not intervene in the
exchange market in the future.

D.3.1i1i. REQUIRED GOVERNMENT APPROVALS RELATING TO OWNERSHIP OF OUR PREFERRED
SHARES AND ADRS MAY AFFECT THE MARKET LIQUIDITY OF THE PREFERRED
SHARES AND ADRS

Pursuant to Colombian banking regulations, any transaction resulting
in an individual or corporation holding 10% or more of capital stock of any
Colombian financial institution, including in the case of BC, transactions in
ADRs representing 10% or more of the Bank's outstanding stock, requires prior
authorization from the Superintendency of Banking. Transactions entered into
without the Superintendency of Banking's prior approval are void, and cannot be
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recorded in the stock registry of the relevant financial institution.

In addition to the above restriction, pursuant to Colombian

securities regulations,

any transaction involving the sale of publicly traded

stock of any Colombian company, including, in the case of BC, any sale of
Preferred Shares (but excluding any sale of ADRs) or Common Shares, for 66,000
or more Unidades de Valor Real ("UVR") (3), must be effected through the Bolsa de
Valores de Colombia (the "Colombian Stock Exchange").

D.3.1iii. OUR PREFERRED SHARES HAVE LIMITED VOTING RIGHTS

Under BC's by-laws and Colombian corporate law,

Shares (and consequently, holders of ADRs) have no voting rights in respect of
Preferred Shares, other than the right to one vote per Preferred Share, in the

following events:

In the event that changes in BC's by-laws may impair the
conditions or rights assigned to such shares and when
the conversion of such shares into Common Shares is to
be approved.

When voting the anticipated dissolution, merger or
transformation of the corporation or change of its
corporate purpose.

When the preferred dividend has not been fully paid
during two consecutive annual terms. In this event,
holders of such shares shall retain their voting rights
until the corresponding accrued dividends have been
fully paid to them.

When the General Shareholders' Meeting orders the
payment of dividends with issued shares of BC.

(3) The UVR is an inflation-adjusted monetary index generally used for pricing

home-mortgage loans

13

If at the end of a fiscal period, the Bank does not
produce sufficient profits to pay the minimum dividend
and the Superintendency of Banking, by its own decision
or upon petition of holders of at least ten percent
(10%) of Preferred Shares, determines that benefits were
concealed or shareholders were misled with regard to
benefits received from the Bank by the Bank's directors
or officers decreasing the profits to be distributed,
the Superintendency of Banking may resolve that holders
of Preferred Shares should participate with speaking and
voting rights at the General Shareholders' Meeting, in
the terms established by law.

When the register of shares at the Colombian Stock
Exchange or at the National Register of Securities is
suspended or canceled. In this event, voting rights
shall be maintained until the irregularities that
resulted in such cancellation or suspension are
resolved.

Holders of ADRs and Preferred Shares are not entitled to vote for

holders of Preferred

19
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the election of directors or to influence BC's management policies.

The Bank's corporate affairs are governed by its by-laws and
Colombian law. Under Colombian law, BC's preferred shareholders may have fewer
rights than shareholders of a corporation incorporated in a U.S. jurisdiction.

D.3.1iv. PREEMPTIVE RIGHTS MAY NOT BE AVAILABLE TO HOLDERS OF ADRS

The Bank's by-laws and Colombian law require that, whenever the Bank
issues new shares of any outstanding class, it must offer the holders of each
class of shares (including holders of ADRs) the right to purchase a number of
shares of such class sufficient to maintain their existing percentage ownership
of the aggregate capital stock of the Bank. These rights are called preemptive
rights. United States holders of ADRs may not be able to exercise their
preemptive rights through The Bank of New York, which acts as depositary (the
"Depositary") for the Bank's ADR facility, unless a registration statement under
the Securities Act is effective with respect to such rights and stocks or an
exemption from the registration requirement thereunder is available. Although
the Bank is not obligated to, it intends to consider at the time of any rights
offering the costs and potential liabilities associated with any such
registration statement, the benefits to the Bank from enabling the holders of
the ADRs to exercise those rights and any other factors deemed appropriate at
the time, and will then make a decision as to whether to file a registration
statement. Accordingly, no assurance can be given that any such registration
statement will be filed.

To the extent holders of ADRs are unable to exercise these rights
because a registration statement has not been filed and no exemption from the
registration requirement under the Securities Act is available, the Depositary
may attempt to sell the holders' preemptive rights and distribute the net
proceeds from that sale, if any, to such holders. The Depositary, after
consulting with the Bank, will have discretion as to the procedure for making
preemptive rights available to the holders of ADRs, disposing of such rights and
making any proceeds available to such holders. If by the terms of any rights
offering or for any other reason the Depositary is unable or chooses not to make
those rights available to any holder of ADRs, and if it is unable or for any
reason chooses not to sell those rights, the Depositary may allow the rights to
lapse. Whenever the rights are sold or lapse, the equity interests of the
holders of ADRs will be proportionately diluted.

14

D.3.v. MARKET FOR ADRS AND PREFERRED SHARES; RELATIVE ILLIQUIDITY OF THE
COLOMBIAN SECURITIES MARKETS

The Bank's ADRs are listed on the New York Stock Exchange ("NYSE")
and commenced trading in 1995 under the symbol "CIB." Average daily trading
volume of ADRs was 32,523 in 2002, 38,847 in 2003 and 136,377 in 2004. Before
1995, the Bolsa de Bogota (the "Bogota Stock Exchange"), the Bolsa de Medellin
(the "Medellin Stock Exchange") and the Bolsa de Occidente (the "Occidente Stock
Exchange") were the only trading markets for our Common Shares and Preferred
Shares. These three stock exchanges merged on July 3, 2001 into a single
exchange, the Bolsa de Valores de Colombia (the "Colombian Stock Exchange"),
headquartered in Bogota and with regional offices in Medellin and Cali. The
Colombian Stock Exchange is relatively small and illiquid compared to stock
exchanges in major financial centers. In addition, very few issuers represent a
disproportionately large percentage of market capitalization and trading volume.

There can be no assurance that a liquid trading market for the

common or preferred stock will continue or expand. A limited trading market may
impair the ability of an ADR holder to sell Preferred Shares obtained upon

20
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withdrawal of such shares from the ADR Facility on the Colombian Stock Exchange
in the amount and at the price and time such holder desires, and could increase
the volatility of the price of the ADRs.

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

Bancolombia (formerly, Banco Industrial Colombiano S.A. or "BIC")
was incorporated in the First Notary's Office of Medellin, Colombia, on January
24, 1945. In January 1998, pursuant to a merger agreement approved on December
3, 1997 by the shareholders of BIC and Banco de Colombia S.A., BIC purchased 51%
of the outstanding Common Shares of Banco de Colombia S.A. from certain
individual shareholders. Effective April 3, 1998, BIC merged with Banco de
Colombia (the "Merger"). In connection with the Merger, BIC changed its name to
Bancolombia S.A. and began conducting its commercial activities, products and
services under the commercial name of "Bancolombia."

The Bank was originally established for a fifty-year term, starting
on December 9, 1944. In 1994, this term was extended for fifty more years, until
December 8, 2044. The Bank is domiciled in Colombia and operates under Colombian
laws and regulations, mainly the Colombian Code of Commerce and Decree 663 of
1993, as a sociedad comercial por acciones, de la especie anonima (See Item 4.
Information on the Company - B. Business Overview - B.7. Supervision and
Regulation for an explanation of the main regulations governing the Bank's
activities). The address and telephone number of the Bank's principal place of
business are: Calle 50 No. 51-66, Medellin, Colombia; telephone +(574) 510-8896.
Our agent for service of process in the United States is Puglisi & Associates,
presently located at 850 Library Avenue, Suite 201, Newark, Delaware 19715.

Since 1995, the Bank is a NYSE listed company, and its ADSs are
traded under the symbol "CIB." See Item 9. The Offer and Listing.
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RECENT DEVELOPMENTS

In October 2004, the Bank took preliminary steps to assess the
feasibility of a business combination among Bancolombia, Conavi Banco Comercial
y de Ahorro S.A. ("Conavi") and Corporacion Financiera Nacional y Suramericana
S.A. ("Corfinsura").

Conavi and Corfinsura are leading financial institutions in the
Colombian market. Conavi is a bank that specializes in residential real estate
finance and has an asset value of Ps 4,651 billion as of December 31, 2004.
Corfinsura is the largest financial corporation institution in Colombia, with an
asset value of Ps 4,145 billion as of December 31, 2004. (4)

On February 28, 2005, Bancolombia entered into a merger agreement

(the "Merger Agreement") with Conavi and Corfinsura, whereby the parties agreed
to merge Conavi and Corfinsura with and into Bancolombia, with the Bank as
surviving entity (the "Merger"). The Merger will take place after Corfinsura has

spun-off part of its investment portfolio, which will be transferred to a new
entity formed by the shareholders of Corfinsura.

On March 28, 2005, the General Shareholders' Meetings of
Bancolombia, Conavi and Corfinsura approved the Merger Agreement.

The shares of Conavi will be exchanged at a ratio of one (1) share
of Bancolombia Common Shares or one (1) share of Bancolombia Preferred Shares,
at the shareholder's option, for 115.39184295 shares of Conavi, and the shares
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of Corfinsura will be exchanged at a ratio of one (1) share of Bancolombia
Common Shares or one (1) share of Bancolombia Preferred Shares, at the
shareholder's option, for 1.48709574 shares of Corfinsura (the "Exchange
Ratio"), in accordance with the independent technical valuation study presented
by BNP Paribas S.A., which includes, among other things: (i) the relative
valuation of the respective contributions of Bancolombia, Conavi and Corfinsura
to the Merger and (ii) the exchange ratios applicable to the contemplated
Merger.

Credit Suisse First Boston LLC assisted Bancolombia's Board of
Directors in evaluating the exchange ratios provided in the Merger Agreement and
the BNP report.

According to BNP Paribas' study, the relative valuation of the
contributions of the entities to the combined entity is 75.5% for Bancolombia,
12.7% for Corfinsura after the spin-off and 11.8% for Conavi. Taking into
account the stock that Bancolombia and Corfinsura hold in Conavi before
completing the Merger, which represents 28.5188% and 6.4639% of Conavi,
respectively, as well as the stock that BC currently holds of Corfinsura, which
represents 4.6131% of Corfinsura, once the Merger is completed, it is estimated
that the shareholders of the Bank will hold 79.25% of the merged entity, while
shareholders of Conavi and Corfinsura will hold the remaining 20.75% of the
merged entity.

The Merger is subject to certain closing conditions, which include,
among others, (i) approval by the Colombian Superintendency of Securities of the
alternative that will be presented to Corfinsura's current ordinary bondholders
as a result of the spin-off; (ii) completion of the spin-off; (iii) approval by
the Colombian Superintendency of Banking of the spin-off and the Merger; and
(iv) receipt of all other required regulatory approvals, in Colombia or
elsewhere.

(4) These figures are audited and presented on an unconsolidated basis.
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Once these authorizations are obtained, the Merger will be completed
on the date that the merger agreement is included in a public deed signed by the
parties and the notary public. On the same day, Conavi and Corfinsura will be
dissolved without being liquidated and, by virtue of law, the Bank will acquire
all assets, rights and liabilities of Conavi and Corfinsura. In any case, the
Merger will be effective with respect to third parties upon the filing of the
public deed in the public commercial record.

The exchange of shares described above is expected to occur during
the third quarter of 2005. Management estimates that the total number of new
Common Shares and Preferred Shares of Bancolombia to be issued to consummate the
Merger will increase the issued and outstanding capital from 576,695,395 shares
to approximately 727,829,109 shares.

No assurances can be given, that any of the expected benefits and
advantages of the Merger will be realized to the extent currently contemplated
by management, if at all. Moreover, the Merger could require the Bank to invest
more capital than it is expecting or more time and effort by management than it
is expecting in order to realize the benefits BC is projecting for the Merger.
If the Company fails to manage the integration of the businesses of the Bank,
Conavi and Corfinsura effectively, the Company's operations and financial
results after the Merger may be affected, both materially and adversely.

On March 28, 2005, the General Shareholders' Meeting of BC approved
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an amendment to the by-laws regarding, among other matters, changes related to
the merger. According to Colombian law, these changes are in force among
shareholders from the date of the meeting, but will not become effective with
respect to third parties until the corresponding public deed is signed by a
representative of BC before a Notary Public and filed in the public register. BC
intends to register this amendment following the completion of the Merger.

On March 18, 2005, the Bank announced its intention to sell its
ownership in Almacenar, and for this reason, entrusted Colcorp to structure a
possible transaction. The Bank owns a direct participation of 94.33% in the
warehouse services company.

CAPITAL EXPENDITURES AND DIVESTITURES

During 2002, the Bank invested US$ 3.84 million (Ps 9,616 million)
in upgrading its administrative personnel's computer technology and US$ 5.02
million (Ps 12,573 million) in opening new branches and in enhancing existing
network branches.

In 2003 and 2004, the Bank made the capital investments listed
below:

- In 2003 and 2004, the Bank invested a total of US$ 5.67
million (Ps 15,829 million) in upgrading the central
computing system, of which US$ 3.62 million was invested
in 2003 and US$ 2.05 million was invested in 2004.

- In 2003 and 2004, the Bank invested a total of US$ 3.71
million (Ps 9,886 million) in acquiring new ATMs and in
upgrading existing ones.

- After having renovated the administrative personnel's
computers in 2002 and 2003, during the second semester
of 2004, the Bank began the technological renovation
process for the branch network computers. This
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will facilitate access for the branch network to new
technology such as Customer Relation Management ("CRM")
and virtual education, expected to increase the Bank's
commercial efficiency. During 2004, payments were made
in the amount of USS$ 3.45 million (Ps 9,062 million).
USS$ 2.06 million of this capital expenditure was
financed through leasing. The total project cost will be
approximately US$ 11.2 million.

- During 2003 and 2004, the Bank invested a total of USS$
4.69 million (Ps 12,989 million) in maintenance and
enhancements for the current branch network.

- In 2004, the Bank invested USS$ 4.0 million (Ps 10,511
million) in equipping its own buildings and rented
buildings. The Bank's recent growth has obliged it to
use a greater amount of physical space. In 2003, this
expenditure represented US$ 0.59 million (Ps 1,701
million).

- In 2003 and 2004, a total of US$ 2.95 million (Ps 8,504
million) was invested in physical security for the
branch network.
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The above-mentioned investments were made using Bank resources
except for the investments financed through leasing, as detailed above.

During 2004, total capital expenditures, including the
above-mentioned investments, amounted to USS$ 17.84 million (Ps 46,863 million)
distributed as follows:

- Ps 26,882 million in hardware (USS$ 11.2 million)

- Ps 14,692 million in furniture and equipment (US$ 6.1

million)

- Ps 5,289 million in software (USS$S 2

The following table summarizes the Bank's capital
2003 and 2004:

divestitures for the years 2002 ,

.2 million)

contributions and

CAPITAL CONTRIBUTIONS 2002 2003 2004 TOTAL
Todo 1 Services USS$ 2,500,200 1,531,373 - 4,031,573
Fundicom S.A. (Ps million) - - 850 850
3001 S.A. (Ps million) - - 255 255
Promotora de Hoteles Medellin S.A. (Ps million) - - 42 42
Leasing Colombia S.A. (Ps million) - - 27,117 27,117
Future Net (Ps million) - - 2,136 2,136
DIVESTITURES 2002 2003 2004 TOTAL
CTI Cargo S.A. (Ps million) (1) - 545 - 545
Industrias Forum S.A. (Ps million) (1) - 4,480 - 4,480
Transmetano ESP S.A. (Ps million) (2) - 2,673 - 2,673
Interconexion Electrica S.A. (Ps million) (2) - - 500 500

(1) Investments Charged-off

(2) Investments Sold

During 2004, and as of the date of this Annual Report,
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there have

been no public takeover offers by third parties in respect to the Bank's shares

or by the Bank in respect to another company's shares,
as mentioned above.

Merger with Conavi and Corfinsura,
B. BUSINESS OVERVIEW

B.1. GENERAL

with the exception of the

The Bank provides general banking products and services to large

industrial companies, SMEs, and individuals.

We have two main segments:

retail
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and corporate. Our products and services include depositary services, personal
and corporate loans, credit and debit cards, electronic banking, cash
management, warehousing services, fiduciary and custodial services and
dollar-denominated products, among others. In addition, BC's customers have
access to a large network of branches and ATMs in Colombia. BC believes that it
has the largest service network of any private financial institution in
Colombia, with 377 branch offices operating in 127 cities as of December 31,
2004. For the year ended December 31, 2004, BC had a positive return on average
assets of 3.62% and a positive return on average shareholders' equity of 32.14%.
See Item 5. Operating and Financial Review and Prospects for a detailed
discussion on the results of the Bank's operations.

The following table sets forth the Bank's (unconsolidated) market
share of the Colombian banking market according to information compiled by the
Superintendency of Banking for the years 2002, 2003 and 2004:

BANCOLOMBIA'S (UNCONSOLIDATED) JANUARY - DECEMBER JANUARY - DECEMBER JANUARY - DECEME
MARKET SHARE 2002 2003 2004

Total net loans 12.4% 13.0% 13.8%

Total checking accounts 16.7% 17.4% 17.9%

Total savings accounts 10.4% 10.6% 10.5%

Total time deposits 11.3% 11.6% 11.8%

Source: Superintendency of Banking. Average for the twelve-month period of each
year.

B.2. OPERATIONS

The following tables set forth BC's revenues by category of activity
for each of the last three fiscal years:
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YEAR ENDED DECEMBER 31, 2002

(in millions of Ps)

Governmental
Small and Offshore
Retail Commercial Business Institutional Corporate Commercial
Banking Banking Banking Banking Headquarters Banking Trus
Revenues from
external customers Ps 176,296 Ps 30,930 Ps 18,975 Ps 7,764 Ps (19,835) Ps 6,628 Ps 34,
Revenues from
transactions
with other
operating
segments of
the Bank 22,961 14,308 9,034 21,433 (69,367) (31,185) 1,
Interest
income 338,468 150,885 118,925 71,606 255,965 93,871 6,
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Provision for
loans losses Ps 17,269 Ps 5,851 Ps 3,187 Ps 231 Ps 39,303 Ps 64,951 Ps

All other
Manufacturing Segments TOTAL

Revenues from
external customers Ps (14,820) Ps 48,564 Ps 321,713

Revenues from

transactions

with other

operating

segments of

the Bank 9,275 2,074 (20,179)

Interest
income 1,914 24,099 1,065,919

Provision for

loans losses Ps 329 Ps 6,415 Ps 141,629

YEAR ENDED DECEMBER 31, 2003

(in millions of Ps)

Governmental
Small and Offshore
Retail Commercial Business Institutional Corporate Commercial
Banking Banking Banking Banking Headquarters Banking Trust

Revenues from

external

customers Ps 212,472 Ps 32,502 Ps 34,906 Ps 19,007 Ps (30,675) Ps 7,742 Ps 38,424
Revenues from

transactions

with other

operating

segments of

the Bank 34,422 22,731 19,795 24,530 (83,150) (7,276) 773
Interest

income 453,975 179,113 132,127 56,075 386,052 150,602 5,366
Provision for

loans losses Ps 62,068 Ps 12,781 Ps 365 Ps 1,133 Ps 59,152 Ps 50,360 Ps 2,239

All other
Manufacturing Segments TOTAL

Revenues from

external

customers Ps 31,400 Ps 97,157 Ps 490,121
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Revenues from

transactions

with other

operating

segments of

the Bank 16,555 2,138 30,204

Interest
income (6) 23,951 1,395,429

Provision for

loans losses Ps 237 ps 7,918 Ps 199,817

YEAR ENDED DECEMBER 31, 2004

(in millions of Ps)

Governmental
Small and Offshore
Retail Commercial Business Institutional Corporate Commercial
Banking Banking Banking Banking Headquarters Banking Trust

Revenues from

external

customers Ps 226,318 Ps 33,013 Ps 34,582 Ps 20,277 Ps 5,661 Ps 7,234 Ps 49,178
Revenues from

transactions

with other

operating

segments of

the Bank 48,585 27,669 36,438 24,402 (104,324) 4,063 817
Interest

income 597,066 208,387 200,207 43,857 512,462 172,103 6,412
Provision for

loans losses Ps 51,614 Ps 3,265 Ps 4,358 Ps (326) Ps (24,416) Ps 36,046 Ps 1,165

All other
Manufacturing Segments TOTAL

Revenues from

external

customers Ps 42,285 Ps 98,197 Ps 605,010
Revenues from

transactions

with other

operating

segments of

the Bank 10,720 8,578 56,366

Interest

income 444 25,089 1,787,945

Provision for
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1,735 Ps

2,652 Ps

96,386

The following table sets forth BC's geographic revenues and

long-lived assets distribution as of December 31,

GEOGRAPHIC INFORMATION

REVENUES
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LONG
LIVED - ASSETS

2002,

REVENUES

2003 and 2004

LONG
LIVED - ASSETS

Republic of Colombia Ps 1,477,668 Ps 582,318 Ps 1,954,038 Ps 754,204 Ps 2,279,5
Republic of Panama 69,314 93,915 151,068 117,863 183, 4
Miami City (1) - - - - 7,0
Total 1,546,982 676,233 2,105,106 872,067 2,469, 9
Eliminations 20,179 (2,333) (30,204) (1,958) (56,3
TOTAL, NET Ps 1,567,161 Ps 673,900 Ps 2,074,902 Ps 870,109 Ps 2,413,5

(1) Information relating to Bancolombia Miami Agency is included since

2004,

because it started operations at the end of 2003.

The following table summarizes and sets forth BC's total revenue
over the last three fiscal years:

REVENUES

Other revenues

Total

2002 2003 2004
Total revenues for reportable segments Ps 1,292,716 Ps 1,792,508 Ps 2,317,45
254,266 312,598 152,48
1,546,982 2,105,106 2,469, 93
Elimination of intersegment revenues 20,179 (30,204) (56, 36
TOTAL REVENUES FOR REPORTABLE SEGMENTS Ps 1,567,161 Ps 2,074,902 Ps 2,413,57
The following table lists the main revenue-producing fees along with
their variation from the prior fiscal year:
AS OF GROWTH
DEC - 2002 DEC - 2003 DEC - 2004 2004/2003

(Ps million)
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MAIN FEES AND COMMISSIONS

Service charges Ps 145,561 Ps 180,888 Ps 232,706 28.6%
Credit card fees 48,992 59,041 71,113 20.4%
Credit and debit card annual fees 44,117 57,199 73,369 28.3%
Checking fees 40,972 45,252 46,839 3.5%
Warehouse and logistics services, net 38,873 42,705 49,072 14.9%
Fiduciary and trust activities 22,215 25,647 35,658 39.0%
Commissions on letters of credit 2,929 4,249 9,187 116.2%
Commissions expense (51,351) (81, 956) (115, 600) 41.1%
TOTAL Ps 292,308 Ps 333,025 Ps 402,344 20.8%
21
B.3. OUR BUSINESS

The Bank is a universal bank engaged in retail banking, corporate
banking and other financial activities directed toward its two major customer
segments: retail and corporate. The Bank offers traditional banking products and
services, such as checking accounts, saving accounts, time deposits, lending
(including overdraft facilities), credit cards, and cash management services. It
also offers non-traditional products and services, such as pension banking,
bancassurances, international transfers, fiduciary and trust services, leasing,
brokerage services and investment banking.

SEASONALITY OF DEPOSITS

Historically, the Bank has experienced some seasonality in its
checking account deposits with higher average balances at the end of the year
when customers need increased liquidity and lower balances in the first quarter
of the year when customers move their funds from checking accounts to savings
and mortgage institutions. During December 2002, the aggregate amount deposited
in checking accounts was Ps 2,691 billion which decreased 7.1%, to Ps 2,500
billion by March 31, 2003. During December 2003, the aggregate amount deposited
in checking accounts was Ps 3,546 billion, which declined 18.3% to Ps 2,899
billion by March 31, 2004. During December 2004, the aggregate amount deposited
in checking accounts was Ps 3,799 billion, which declined 16.6% to Ps 3,170
billion by March 31, 2005. As of December 31, 2004, deposits in checking
accounts represented 32.0% of the Bank's total deposits.

B.3.1. RETAIL BANKING

The Bank's Retail Banking segment provides a wide range of financial
products and services to individuals and SMEs. This segment is important for the
Bank's funding and generation of revenues. The Retail Banking Division of the
Bank services more than 1.6 million customers as of December 31, 2004.

The total amount represented by Retail Banking loans, which includes
all types of credit extended to individuals and SMEs, was Ps 3,685,066 million
in 2004, as compared to Ps 2,709,217 million in 2003 and Ps 1,911,829 million in
2002. As of December 31, 2002, 2003 and 2004, total retail loans represented
31%, 34% and 37%, respectively, of the Bank's total loan portfolio. As of
December 31, 2004, 2.9% of total retail loans were past due. The growing share
of retail loans in Bancolombia's loan portfolio is part of a long-term corporate
strategy, aimed at increasing margins and diversifying risks.

The Retail Banking segment comprises Personal Banking, High-Income
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Banking, Prestige Banking, SMEs and Microbusinesses.
B.3.i.a. PERSONAL BANKING SEGMENT
This segment serves customers who are employees, retirees, students,
housewives, and free-lance professionals, with monthly incomes under Ps 5
million or annual sales under Ps 100 million. The Personal Banking Segment
provides a comprehensive product portfolio, and coverage through the physical

network and various e-channels.
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The table below shows the evolution in recent years of the number of
Personal Banking Segment customers classified in its sub-segments.

NUMBER OF CUSTOMERS IN THE PERSONAL BANKING SEGMENT

SUB-SEGMENTS 2002 2003 2004~
Basic (1) 772,670 900,211 968,924
Average (2) 135,986 185,225 213,552
High (3) 96,550 129,175 220,013

TOTAL PERSONAL BANKING 1,005,206 1,214,611 1,402,489

(1) Customers with a monthly income of less than 2.5 Salario Minimo Legal
Vigente, the effective legal minimum monthly salary (the " SMLV"). One
SMLV is equal to Ps 358,000 per month for 2004, as established by the
Government and published monthly by the Ministry of Social Protection.

(2) Customers with a monthly income from 2.5 to 5 SMLV.
(3) Customers with a monthly income from 5 SMLV to Ps 5 million.
* There was a greater increase in High sub-segment customers due to a change

in the definition of the segment as the upper limit was increased to Ps 5
million a month.

The Bank offers the following baskets of products and services to
its customers in the Personal Banking Segment. The Basic Portfolio is offered to
all customers of this segment while the Complementary Portfolio is offered
according to the customer's particular needs.

Basic Portfolio
- Savings Accounts
- Debit Card
- BANCASEGUROS Insurance

- Credit Card

- Personal Loans
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Complementary Portfolio

Checking Accounts

- CD-Time Deposits (including Leasing and Sufinanciamiento
CD-Time Deposits)

- Pension Banking (offered through a subsidiary)
- International Wire Transfers

- Investment Funds (administered by Fiducolombia and
Comisionista de Colombia)
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Progress and Innovations

- The customer base grew by 15.5% from December 2003 to
December 2004.

- The Bank saw an increase in the issuance of the Master
Card Ideal Credit Card, which was launched at the end of
2003. This credit card is aimed at employees and
retirees with incomes from 1.5 to 2.5 SMLV. At December
2004, we had more than 17,519 effective cards,
representing an accumulated billing in 2004 of Ps 17.09
billion and an effective loan portfolio of Ps 9.18
billion.

- The Bank broadened the investment portfolio for
customers in this segment by offering the Leasing
CD-Time deposits in 2004 and the offer of the
Sufinanciamiento CD-Time deposits through the branch
network.

- Creation of new payroll plans based on customer and
company needs and on profitability for the Bank.

- The Bank established agreements with banks and money
remitters for transferring money to Colombia.

- A special deposit savings account, Cuenta Giros, was
created for direct payment and administration of
remittances to relatives of Colombian emigrants. This is
one part of a package of products being proposed to
target emigrants and their families in Colombia.

- The Bank experienced growth in Pension Banking for
customers in this segment, with a significant increase
in the number of plans sold from 4,580 in 2003 to 10,359
in 2004.

- A rotating line of credit product is now underway for
customers with income higher than 1 SMLV (Ps 358,000)
per month.

B.3.1i.b. PREFERENTIAL BANKING SEGMENT

This segment serves customers who are employees, retirees, students,
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housewives, and free-lance professionals with monthly incomes of over Ps 5
million or with annual sales of over Ps 100 million.

Preferential Banking services include personalized attention by a
branch manager or branch account executive, offer of specialized products and

services and preferential attention in some of the Bank's processes.

The table below shows the evolution in recent years of the number of
customers in the Preferential Banking segment.
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NUMBER OF CUSTOMERS IN THE PREFERENTIAL BANKING SEGMENT

2002 2003 2004+
Customer 133,907 147,128 51,526
Cross Sales Indicator 3.40 3.43 5.05
* There was a decrease in the number of customers due to a change in the

definition of the segment, as the minimum monthly income for inclusion in
this subsegment was increased from Ps 3.7 million to Ps 5 million.

The Bank offers the following baskets of products and services to
its customers in the Preferential Banking Segment. The Basic Portfolio is
offered to all customers of this segment while the complementary portfolio is
offered according to the customer's particular needs.

Basic Portfolio

- Preferential account

- Checking account with available overdraft line
of credit

- Savings account
- Debit card

- Audioprestamo (loans disbursed by telephone or
virtual branch)

- Gold credit card, Green Amex, or Platinum credit card
Complementary Portfolio

- Personal loans, Vehiprestamo (loan for vehicles) or
Prestahogar (loan for home improvement or purchase)

- Pension Banking (offered through a subsidiary)
- Accounts in foreign currency

- Investment funds
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- Bancassurance — ("BANCASEGUROS")

- Visa Cayman Credit Card, issued by our off-shore
subsidiary in Cayman Islands, and linked to deposits
in Panama, Cayman or Miami

Progress and Innovations

- At the beginning of 2004, the Preferential Account was
launched. For customers who hold a Preferential
Account, the Bank automatically covers an overdraft in
the customer's checking account either from its
savings account or from an AudioPrestamo disbursement.
At December 2004, 3,916 customers held Preferential
Accounts.

- The Bank developed a new line of credit (Credito
Preferencial), which satisfies this segment's
financing needs by allowing the customer to choose a
flexible payment plan that fits its needs and cash
flow. At December 2004, Ps 22,430 million had been
disbursed under these lines of credit.
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- Customers exchanged their old debit cards for the new
Preferential Debit Card, exclusively for Preferential
Banking customers. The Preferential Debit Card offers
the additional benefit of home assistance insurance
and vehicle assistance insurance. As of December 31,
2004, 31,127 debit cards had been exchanged. o The
Bank implemented a special processing line in the
credit process to give greater priority to
Preferential Banking customer requests, thus enabling
reduced credit study and analysis time.

B.3.1i.c. PRESTIGE BANKING SEGMENT

In June 2004, the Bank implemented its Prestige Banking division,
for the segment defined as affluent and high net worth individual customers
(customers with assets of over US$ 100,000 under management). The portfolio
includes banking products as well as products of Bank Subsidiaries in Colombia
(Fiducolombia y Comisionista de Colombia) and abroad (Bancolombia Panama,
Bancolombia Cayman) and the Miami Agency. The segment began to operate with 7
relationship managers, 4 in Bogota and 3 in Medellin, who assist over 1,000
customers representing over US$ 348 million in assets under management.

B.3.1i.d. ENTREPRENEURIAL BANKING (MICRO-FINANCING) SEGMENT

The customers included in the Entrepreneurial Banking segment are
micro-businesses that meet the following conditions:

- Annual sales between Ps 30 million and Ps 250 million
- Business more than one year old
- Fixed assets under 501 SMLV

- Maximum 10 employees
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- Owner/applicant must be 21 to 69 years old

The table below shows the evolution during 2004 of the number of
customers in the Entrepreneurial Banking segment.

NUMBER OF CUSTOMERS IN THE ENTREPRENEURIAL BANKING SEGMENT

SUB-SEGMENT SEP-2004 DEC-2004
Extended Accumulation 3,032 4,214
Simple Accumulation 3,755 5,937
Subsistence 114,638 120,463

TOTAL 121,425 130,614
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The Bank offers the following product and service portfolio to
customers in the Entrepreneurial Banking Segment. The basic portfolio is offered
to all customers in this segment whereas the complementary portfolio is offered
based on a customer's particular needs and its credit experience with the Bank.

Basic Portfolio
- Savings account

- Debit card

- Consumer credit (for working capital, purchase of fixed
assets or substitution of liabilities)

Complementary Portfolio

Life insurance
- Checking account

- Credit card (purchase of credit card loan portfolio from
other banks in the amount of Ps 1 million, for customers
with minimum 6 months credit experience with the Bank)

- Plan Semilla (Investment fund administrated by
Fiducolombia)

In the Entreprenurial Banking Segment, the Bank developed a special
project during 2004 that consists of personalized service by 38 credit
executives in Bogota, 8 in Barranquilla, 8 in Medellin and 7 in Cali. They visit
the customer's business and analyze their financial standing.

Under this special project to serve micro-businesses, Ps 8.38
billion has been disbursed with a balance of Ps 6.41 billion during the year
2004, for an average disbursement of Ps 2.4 million and an average term of 15
months.

B.3.1i.e. SMALL-AND MEDIUM-SIZED ENTERPRISES (SMES) SEGMENT
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This segment consists of legal entities with annual sales from Ps
250 million to Ps 17.1 billion in Bogota and to Ps 11.4 billion in the rest of
the country and of individuals with independent economic activities (trade,
cattle raising, farming, and others) with annual sales of over Ps 250 million.

The segment is composed of managed and non-managed customers. The
Bank assigns a commercial manager to oversee service provisions to managed
customers. Each commercial manager serves an average of 120 customers. The

distribution is shown below.
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NUMBER OF CUSTOMERS IN THE SMES SEGMENT

CUSTOMERS 2003 2004
Managed 24,569 29,451
Non-managed 54,977 44,491

TOTAL 79,546 73,942

The numbers for 2004 reflect a transfer of customers to the new
Entrepreneurial Banking Segment. Despite this transfer, the segment has grown 5%
in the number of customers throughout 2004.

Customers in the SMEs Segment are served in accordance with the
following principles:

- Personalized attention by a branch manager, branch
senior account executive or an SMEs branch commercial
advisor

- Complete knowledge of the customer

- Basic proposal by economic sector

- Development of Internet and e-mail solutions

- Financial advising (with the cooperation of Vision, a
consulting company specialized in SMEs from the

University of La Sabana)

The Bank offers the following baskets of products and services to
its customers in the SMEs segment:

Basic Portfolio
- Checking account
- Savings account

- MIT (Integrated Treasury Management) : corporate virtual
branch, collections and payments.

- Pre—approved amount of indebtedness
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- Local currency loan portfolio
- Ordinary

- Credipagos Virtual (loans disbursed by the virtual
branch)

- Company credit card
- Payment of national taxes
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Complementary Portfolio
- Loan Portfolio
- Foreign currency loans
- Loans founded by Colombian development banks
- Leasing
- Treasury loans

—— Private and direct lines of credit, and /
Discounting of Invoices

- Foreign exchange and international trade
- Payment means

- Compensation accounts in Bancolombia's Miami
Agency and Bancolombia Panama S.A.

- Warehouse and logistics
- Payment of customs duties
- Acquiring services
- Investment funds

- Special lines of credit (guaranteed by the National
Guarantee Fund and Agricultural Guarantee Fund)

Fiducolombia special products and services
Progress and Innovations

- This segment has accumulated a portfolio in the amount
of Ps 1.5 billion, a 44% increase compared to December
2003.

- Strength in leasing business was evidenced by nearly 97%
growth from December 2003 to December 2004, resulting in
a portfolio totaling Ps 244 billion.

- The use of invoice discounting and of virtual line
Credipagos grew from Ps 37 billion in 2003 to Ps 101
billion in 2004.
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- The Bank improved Credipagos Virtual, through which
differential rates and commissions may be agreed upon
with each customer, based on the customer's approved
credit limit.

- The Bank allowed accounts to be linked to Credipagos so
that overdrafts in a customer's checking account can be
covered by the Credipagos line of credit as of a date
agreed upon with the customer.

B.3.1i1i. CORPORATE BANKING

Corporate Banking provides commercial banking products and services

to all sectors of the economy. Corporate clients are segmented by their economic
activity as well as by their size. This segmentation assures adequate support
and adequate pricing according to the customer's risk level.
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As of December 31, 2004, the Bank had 3,545 corporate clients

managed by Account Managers, distributed by economic sector as follows:

SECTOR 2003 2004

Agriculture (1) 217 233

Commerce (2) 666 695

Construction (3) 149 231

Government (4) 82 96

Manufacturing (5) 915 907

Telecom and Media (6) 77 89

Individuals (7) 202 126

Natural Resources 120 156

Financial Services (8) 337 413

Non Financial Services (9) 429 499

Other (10) - 100

TOTAL 3,194 3,545

(1) AGRICULTURE: Classified into 15 sub-sectors, with crops, cattle, poultry
farming and fishing, as the most important economic activities.

(2) COMMERCE: Classified into 13 sub-sectors, with supermarkets, distributors
and retail, as the most important economic activities.

(3) CONSTRUCTION: Divided in the sub-sectors of infrastructure and buildings.

(4) GOVERNMENT: Central administration, territorial and decentralized entities
constitute this sector.

(5) MANUFACTURING: This sector, which has 44 sub-sectors, includes all

companies with a manufacturing process.
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(6) TELECOM AND MEDIA: Comprised of 5 sub-sectors, the most important of which
include telecommunications and media companies.

(7) INDIVIDUALS: Includes individuals related to companies in any sector, who
share the same risk as the company.

(8) FINANCIAL SERVICES: Composed of 9 sub-sectors that include all companies

in

the financial sector.

(9) NON-FINANCIAL SERVICES: Divided into 10 sub-sectors, the most important of
which are education, health, transportation and tourism services.

(10) OTHER: Companies with No Uniform International Industrial Classification
("CIIU" for its initial in Spanish) available.

types of
in 2004,
2002. As
69%, 66%
December

economic

Clients are grouped by size into the following four segments:

- MIDDLE MARKET: Customers with annual sales above Ps 11.4
billion outside Bogota, or Ps 17.2 billion in Bogota,
and below Ps 50 billion in both cases.

- CORPORATE: Clients with annual sales over Ps 50 billion.

- INSTITUTIONAL: Clients subject to the supervision of the
Superintendency of Banking, the Superintendency of
Securities, the Superintendency of Health or the
Superintendency of Family Subsidy, as well as
electricity and public utility companies and financial
corporations.

- GOVERNMENT: Includes public sector entities, such as
municipalities, the central administration, territorial
and decentralized entities.
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The total amount of corporate banking loans, which includes all
credits extended to customers of this segment, was Ps 5,413,956 million
as compared to Ps 5,272,290 million in 2003 and Ps 4,247,392 million in
of December 31, 2002, 2003 and 2004, total corporate loans represented
and 54%, respectively, of the Bank's total loan portfolio. As of
31, 2004, of the total corporate banking loans, 0.5% were past due.

The Bank offers a portfolio for corporate clients based on their
activity. A Basic Portfolio fits all clients' needs and can be

supplemented with a Complementary portfolio that can be adjusted to the

customer'

s particular features.

Basic Portfolio for all economic sectors

Checking and savings accounts,

Internet and PC banking,
- Cash management and

- Money payments and collections.

MANUFACTURING Complementary Portfolio

- Loans such as working capital, factoring and leasing,
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Offshore products in Panama, Cayman and Miami and

Warehouse and logistics.

COMMERCE Complementary Portfolio

Loans: working capital, loans funded by development
banks and credit and distribution cards,

Foreign exchange and international trade,
Offshore current accounts and

Means of payment in foreign currency.

AGRICULTURE Complementary Portfolio

Long term loans funded by development banks and working
capital loans,

Offshore checking accounts and associated payment
products and

Foreign exchange and international trade.

NON FINANCIAL SERVICES Complementary Portfolio

NATURAL RESOURCES

Leasing and loans funded by development banks,
Money collection and payment services and
Investment funds.
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Complementary Portfolio

Long term loans, leasing and structured credits,
Investment funds,

Offshore checking accounts and

Foreign Exchange and International trade.

FINANCIAL SERVICES Complementary Portfolio

TELECOM AND MEDIA

Automatic money collection systems,
Automatic payment systems and
Investment funds.

Complementary Portfolio

Long term loans and infrastructure development financing
through leasing,

Massive money collection systems and
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- Investment banking.
CONSTRUCTION Complementary Portfolio

- Working capital loans, long term loans, housing
construction loans and leasing,

- Trusts and

- Investment banking.
GOVERNMENT Complementary Portfolio

- Investment banking and

- Short and long term loans and loans funded by
development banks.

B.4. DISTRIBUTION NETWORK

The Bank distributes its products and services and executes
transactions through six main channels: the branch network, the ATMs network,
the Personal Virtual Branch and the Corporate Virtual Branch, Automatic Payment
Systems, PC Banking and Telephone banking. BC has been increasing its
distribution channels' capacity with more branches and more functionality in the
electronic channels, while providing new transactions, services and selling
products through internet and telephone banking. As of December 31, 2004, the
branch network totaled 377 branch offices located in 127 places in the most
important urban centers and regions of Colombia. This traditional distribution
channel is reinforced by a unified management system that includes Internet
Banking, the network of ATMs, telephone banking and client on-site branches.
Through these channels, customers may carry out most transactions related to
deposit accounts or credit cards, including inquiries, cash withdrawals, payment
of credit card statements and utility and other bills, transfers and deposits.
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B.4.1. BRANCH NETWORK

BC's branch network has grown 6.5% during 2004, adding 25 new branch
offices for a total of 377 branches located in 127 Colombian cities. The network
is mainly concentrated in the major urban centers with 99 branches in Bogota, 41
in Medellin, 29 in Cali and 19 in Barranquilla.

25 branch offices were opened during 2004 and 2 were closed. The new
branches consist of: 3 traditional offices, 5 service and sales extension
offices, 4 supermarket banking offices, 2 prestige banking segment offices, and
11 on - site branch offices.

The Bank has 30 branches located in supermarkets and oriented to
individuals and SMEs, and 39 on-site branches that serve our corporate customers
and their employees, providing them with the means to solve their transactional
requirements during flexible working hours. BC also maintains its 36 "light"
branches, called NOVA, with multifunctional employees and a low cost structure.

Additionally, there are 35 mobile "branches" attending small towns
where we have no physical presence. These "branches" consist of a commercial
advisor that visits small towns on specific days, to offer BC's products and
services to the local population. We are planning to further develop this new
concept of banking, in order to expand our distribution network to small towns.
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B.4.1i1i. ELECTRONIC DISTRIBUTION CHANNELS

BC has a network of alternative electronic distribution channels,
enabling cost-effective transactions and services. To decongest its branch
offices, the Bank has worked to transfer customer transactions from branch
offices to electronic distribution channels. Transactions effected through
electronic distribution represent 78% of all transactions in 2004.

The following are the electronic distribution channels offered by
the Bank:

B.4.ii.a. AUTOMATIC TELLER MACHINES

BC has 517 ATMs, located in 127 urban centers around the country.
This year the Bank installed 45 new ATMs expanding the network by 9.5%. Our
customers may also take advantage of our strategic alliance with Conavi,
providing access to an additional 550 ATMs at no additional cost. Conavi has
added 26 ATMs since 2003.

BC's ATMs offer the Cirrus and Plus networks in addition to the
Colombian national network, Redeban - Multicolor. This channel is used not only
by our customers, but also by other banks' customers, whose transactions during
2004 accounted for approximately 30% of all the transactions carried out through
our ATM network.

During 2004, the ATMs' hardware was upgraded in order to meet Visa
and Master Card International Triple Des requirements Triple Des 1is an
encryption algorithm used to reduce ATM and point of sales frauds. We are
preparing to offer customers new transactions and services and to implement a
CRM strategy for such devices.
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B.4.1ii.Db. INTERNET BANKING

BC estimates that during 2004 approximately 28% of the Bank's
transactions with its customers were carried out through the Internet, compared
to 21% in 2003. The Bank offers the following Internet channels:

Personal Virtual Branch. Through the Personal Virtual Branch, the
Bank offers 24-hour services, including balance inquiries, savings and credit
card information, payment of credit card balances, disbursement of pre-approved
loans, blocking of credit and debit cards, counter-ordering of checks, transfers
among BC accounts and to Conavi accounts, requests for products and services,
payment of bills, virtual products such as e-card and virtual investments,
customers information update, purchases on commercial vendor websites and
customer service.

BC is concerned about the security of its customers' personal
information on Internet. For this reason, the Bank implemented a second password
for bill payments and other monetary transactions in 2004.

During 2004, a monthly average of 135,200 users visited the Personal
Virtual Branch, an increase of 22.3% over the monthly average of 110,500 users
in 2003. Approximately 3,591,000 transactions were conducted monthly via the
Internet during 2004, compared to a monthly average of 2,512,300 transactions
during 2003, an increase of 42.9%.

TODO1l Alliance. During 2004, BC continued its alliance with
Mercantil Servicios Financieros of Venezuela and Banco del Pichincha of Ecuador
through TODO 1 Services ("TODO 1"). TODOl is coordinating the development of
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Web-based products and services for individual consumers and corporate
customers. This alliance enables BC to improve its e-business development and to
provide better services to its customers.

Corporate Virtual Branch. BC expanded the use of this new channel
throughout the year after the platform was updated in 2003 with TODOl. This new
platform offers a solution for corporate treasury management in accordance with
international standards. Through this service, corporate customers can obtain
credits online, pay services to third parties, make payroll payments and pay
providers with the possibility of approval from different terminals. More than
18,500 corporate and SME clients use this channel.

Facturanet. During 2004, the number of customers using the
electronic bill payment system developed by TODOl and available to Conavi and
Bancolombia's customers increased approximately 86.8%, totaling more than 86,500
customers at the end of December 2004, compared to approximately 46,300
customers at the end of 2003. Through Facturanet, customers can make monthly
payments and receive alerts via e-mail when a new bill is available for payment.
During 2004, more than 55,281 bills were paid through Facturanet, compared to
38,600 bills in 2003, a 43.2% increase.

B.4.ii.c. AUTOMATIC PAYMENT SYSTEMS

BC's customers may place standing payment orders and pre-register
payments, to be automatically and periodically debited from their accounts. The
Bank's automatic payment system also enables its customers to perform
transactions with any banking institution in Colombia, through the country's
authorized clearing house ACH.
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During 2004, approximately 17,900,000 payments were conducted via
the automatic payment systems, compared to 11,998,000 payments during 2003,
which represents an increase of 49.2%.

B.4.ii.d. PC BANKING

The remote access platform to the Bank, named Enlinea BANCOLOMBIA,
allows corporate customers to connect to the Bank via modem through an
application installed on a computer at the customer's location. This treasury
management solution has fewer features than the Corporate Virtual Branch, but
has been operating as a corporate solution since before the creation of the
Corporate Virtual Branch.

During 2004, approximately 34,831,208 transactions were conducted
via Enlinea compared to 28,177,000 transactions during 2003, which represents an
increase of 23.62%. As of December 31, 2004, there were 4,545 users of Enlinea,
as compared to 4,462 in 2003. Though this channel hasn't been suspended, most of
the clients are now being referred to the Corporate Virtual Branch so they will
have access to make all the cash management operations.

B.4.ii.e. TELEPHONE BRANCH

The Telephone Branch is the Bank's telephone-banking service that
allows customers to make inquires and monetary transactions over the phone and
to communicate with specialized staff at any time. The Telephone Branch is
available 24 hours a day, 365 days a year.

During 2004, approximately 365,000 customers used the Telephone
Branch, compared to approximately 237,000 customers during 2003, which
represents an increase of 54%. Approximately 22,252,000 transactions were
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conducted monthly via the Telephone Branch during 2004, compared to 20,787,000
transactions during 2003, which represents an increment of 7.05%.

In 2004 many innovations were introduced to the Telephone Branch in
order to increase customer satisfaction and provide better security when
executing transactions. These are some of the changes introduced during 2004:

- Identification of preferred customers in order to give
them preferential service through specialized agents.

- Positioning and consolidation of the telesales area as
the channel designed to offer customers products and
services according to their needs through outbound
calls.

- Creation of a second password for some transactions in
order to provide better security to customers.

- Online support to corporate customers through a Help
Desk to help them with some of the problems they may
have with the Corporate Virtual Branch, and the PC

banking software.
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B.4.1iii. SALES FORCE

BC's sales force includes more than 4,300 employees working as
advisors, vendors and customer service personnel, organized as follows:

- 554 branch and executive managers, offering preferential
service to managed customers;

- 67 account managers for Corporate Banking, divided in
market segments according to economic sectors, allowing

them to give specialized advice to clients;

- 1,498 commercial advisors who sell products and services
in the Bank's branches and other commercial offices;

- 594 specialists who offer more complex and higher added
value products; and

- 1,661 tellers and secretaries who refer customers to the
other commercial teams.

B.5. PRODUCTS AND SERVICES
B.5.1. LOAN PORTFOLIO

The following is the loan portfolio available for each of the
segments of customers of the Bank:

B.5.i.a. PERSONAL BANKING LOAN PORTFOLIO
We use a pre-approval method with the help of the automatic scoring
system at each branch, which issues approvals and credit limits in fifteen (15)

minutes.

The final approval is not granted for four to five business days,
depending on how long it takes to verify the required documentation and the type
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of guarantee to be used.
The different loans available in this segment are listed below.

- PERSONAL LOAN: Line of credit for free investment with
short and mid-term financing for persons who qualify
under Bank policies.

- VIRTUAL LOAN ("AUDIOPRESTAMO"): This rotating line of
credit is exclusively for individuals. The credit limit
frees capacity for future use as payments are made.
Disbursements can be made through the Virtual Branch,
Telephone Banking or Conavitel. Conavitel is a
homebanking system that permits customers to search for
information and complete banking transactions from home
or office. The money is disbursed in real time to the
customer's primary account and is available 24 hours a
day, 365 days a year.
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- CAR LOAN ("VEHIPRESTAMO"): Service that finances the
acquisition of vehicles for private or commercial use
(excluding public service vehicles).

- HOME LOAN ("PRESTAHOGAR"): PrestaHogar is aimed at
persons who belong to the Preferential Banking Segment
who wish to purchase or remodel their homes. This loan
may also be used to purchase lots or commercial stores;
the maximum term is 59 months. This line of credit has a
tax benefit that decreases the monthly withholding tax
base by the interest paid the year before in 2004,
pursuant to the limits set forth in effective
regulations.

There has been a large increase in this portfolio in
2004, from a balance of Ps 28.1 billion in December 2003
to a balance of Ps 102.4 billion in December 2004.

- MICRO-BUSINESS CREDIT ("MICROCREDITO"): Line of credit
for micro-businesses granted from Bank resources, with
an automatic Public Territorial Entities 70% guarantee
with Guarantees National Fund ("FNG" for its initials in
Spanish) . To serve the Bank's present customers who meet
the definition of a micro-business pursuant to Law 590
of 2000, those customers will enter the normal credit
process for the segment to which they belong and may
apply for the automatic 70% guarantee with FNG. The
maximum term is 24 months.

- STUDENT LOAN ("CREDIESTUDIO"): Line of credit designed
for financing pre-graduate and graduate studies, with
preferential financing interest rates. This line is
offered throughout the country at the first rate Higher
Learning Universities authorized by the Colombian
Institute for the Promotion of Higher Learning (ICFES -
"Instituto Colombiano para el Fomento de la Educacion
Superior") .

- LINE OF CREDIT FOR EMPLOYEES OF COMPANIES THAT ARE BANK
CUSTOMERS ("EJECUTIVO EMPRESARIAL"): A line of credit
with preferential rates, aimed at satisfying the
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investment and financing needs of employees who work in
companies that are Bank customers.

B.5.1.Db. SMALL AND MEDIUM-SIZED ENTERPRISES (SMES) LOAN PORTFOLIO

- ORDINARY LOAN PORTFOLIO: A service through which a loan
is granted to an individual or company based on the
resources maintained in their Checking Accounts, Savings
Accounts and CDs - Time deposits, in order to satisfy
customer needs.

- TREASURY LOANS: A line of credit that seeks to satisfy
customers' working capital needs as generated by
temporary liquidity needs and tax payments.

- Loans funded by Colombian development banks:

- BANCOLDEX (Banco de Comercio Exterior de
Colombia): Line of credit for financing export and
import activities, throughout the chain of
production, channeling national and foreign
currency resources and credit to financial
institutions which operate in the country and
abroad.
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- FINAGRO (Fondo para el Financiamiento del Sector
Agropecuario) : Line of credit for financing the
different phases in goods production,
commercialization and/or transformation processes
stemming directly from, connected to or
complementary to farming and livestock, forestry,
fishing, water, poultry and bee keeping industry
activities.

—— FINDETER (Financiera de Desarrollo Territorial):
Line of credit that, with credit resources, seeks
to support the execution of programs, projects or
investments that generate local, regional or
national development.

The programs, projects or investments financed must be
common interest-oriented and aimed at improving
community living conditions.

- "CREDICAFE": A rotating credit limit to be used for the
purchase of inputs for and the payment of workers in the
coffee producing industry. It is easy to use and grants
immediate recurring or sporadic disbursements,
consultations and payments by using Bancolombia's
Telephone Branch.

This product is aimed at customers who are coffee
growers, in segments such as SMEs. It requires a prior
study of financial statements and of specific financing
needs based on the payments that stem from the
customer's business.

- "CREDIPAGO VIRTUAL": A rotating credit limit that can be
accessed at any time. It may be used for any purpose and
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is easy to use, with immediate recurring or sporadic
disbursements, consultations and payments through
Bancolombia's Virtual Branch. This credit has a minimum
disbursement limit of Ps 1 million and 3, 6, 9, 12, and
24 month terms. At December 2004, the Bank has 4,969
SMEs inscribed in this product, Ps 101.9 billion in
loans and Ps 185.8 billion in the value of assigned
limits available for use.

- INFLATION-INDEXED CREDITS: An Inflation-indexed line of
credit designed to serve corporate customers who seek
different types of financing in accordance with market
evolution and inflation expectations.

- ACQUISITION OF ACCOUNTS RECEIVABLE: A service through
which the current or present amount of an obligation
with a future due date (no later than 180 days after the
date of the discount) is settled or discounted at a
market rate or discount rate, depending on the risk, the
segment and the rating of the individual or company that
becomes bound to the Bank.

Usually, the provider customer (the one who sells a good
or renders a service) requests the acquisition by the
Bank of its accounts receivable because it seeks
additional liquidity and the purchasing customer (the
one who receives the merchandise or service) agrees to
pay the Bank on the due date.

- ENVIRONMENT LINE OF CREDIT: A line of credit specially
designed for investments intended to have a positive
impact on the environment. This line includes an
incentive depending on the level of environmental impact
that the company makes. The incentive is provided by the
Secretary for Economic Issues of the Swiss Government
(SECO) .
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- PRIVATE AND DIRECT LINE OF CREDIT: A line of credit
based on an agreement entered into by and between a
company (Distributor) and the Bank, through which the
Bank, using rotating credit, finances the company's
customers' acquisition of goods and/or services provided
by such company. This line could have the total
endorsement of the company's debt.

The following table summarizes loans extended to individuals and

SMEs in 7 categories and the amount past due for each category:

RETAIL

(1)

AS A % OF
TOTAL
LOAN

PORTFOLIO

2003

(Ps million except percentages)

AS A $ OF
TOTAL
LOAN

PORTFOLIO

2004
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Credit cards

Personal loans
Vehicle loans
Overdrafts

Loans funded by domestic

development banks
Trade financing
Working capital loans

TOTAL RETAIL

(1) Includes loans to high-income individuals and SMEs.

B.5.1i.c. CORPORATE BANKING LOAN PORTFOLIO

and loans funded by Colombian development banks.

in six categories and the amount past due for each category:

CORPORATE

Trade financing

Loans funded by
domestic development
banks

Working capital loans

Credit cards

Ps 254,876 Ps 335,172 Ps 392,900 4.2% 3.9%
561,558 814,885 1,111,250 10.1% 11.1%
24,476 229,737 381,723 2.9% 3.8%
68,490 81,294 89,867 1.0% 0.9%
276,157 330,246 359,494 4.1% 3.6%
28,112 19,644 54,189 0.2% 0.5%
698,160 898,239 1,295,643 11.2% 12.9%
Ps 1,911,829 Ps 2,709,217 Ps 3,685,066 33.7% 36.7%
BC has a wide range of products to satisfy the capital needs of our
Corporate Banking customers, including working capital loans, trade financing
Working capital loans are the most common type of loan
in the corporate market. These loans are predominantly
variable rate or based on CD-Time deposit rates, and
re-priced every quarter.
Trade financing loans are typically dollar-denominated,
variable rate loans. As of December 31, 2004, due to
legal restrictions, the loans have maturities of six
months or less, whereas some capital assets are financed
up to three years.
Loans funded by Colombian development banks are variable
rate, based on CD-Time deposit rates or LIBOR with
maturities between six months and five years.
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The following table summarizes loans extended to corporate clients
AS A $ OF AS A % OF
TOTAL TOTAL
LOAN LOAN
PORTFOLIO PORTFOLIO
2002 2003 2004 2003 2004
(Ps million except percentages)
Ps 166,620 Ps 149,582 Ps 253,632 1.9% 2.5%
376,378 394,947 770,331 4.9% 7.7%
3,650,585 4,687,153 4,298,354 58.4% 42.8%
5,218 8,237 24,621 0.1% 0.2%
48,591 32,371 67,018 0.4% 0.7%

Overdrafts

P

el

S
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TOTAL CORPORATE Ps 4,247,392 Ps 5,272,290 Ps 5,413,956 65.7% 53.9

B.5.11. DEPOSIT PRODUCTS

The Bank offers its customers a variety of checking accounts,
savings accounts, fixed term deposits and tax collection services. At December
31, 2004, based on information compiled by the Superintendency of Banking, BC
was the largest bank nationwide in terms of deposits, with a total of Ps 8,778
billion on a non-consolidated basis, representing 12.6% of the Colombian market.
31.74% of BC (non-consolidated) total deposits are in checking accounts, 38.88%
in savings accounts, 27.47% in fixed term deposits (including time deposits) and
1.91% in other deposits. BC has 32.09% of the market share of national taxes and
customs duties payments.

B.5.ii.a. CHECKING ACCOUNTS

A deposit product that allows customers to deposit sums of money in
cash and/or checks and to dispose of balances, totally or partially, through
checks, automatic withdrawals/debits, cash withdrawals, and electronic
transfers. As of December 31, 2004, on a non-consolidated basis, BC had
approximately 380,620 checking accounts with total deposits of Ps 2,786 billion,
an increase of approximately 9.60% over Ps 2,543 billion in 2003. Checking
accounts usually reach their highest level at the end of the year, affected by
the season. BC has 17.8% of the market share for checking accounts in the
country. In addition, following its customer segmentation policy, BC has defined
a new service, the Preferential Account for the Preferential Banking segment, in
which overdrafts are automatically covered from the funds in the customer's
savings account or from the available Audioprestamo installment.
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B.5.ii.b. SAVINGS ACCOUNTS

BC savings accounts are designed for individuals; they settle and
disburse interest on available balances on a daily basis. BC savings accounts
offer different alternatives of return, handling fee, transactions, and required
minimum balances, all according to customer needs. As of December 31, 2004, on a
non-consolidated basis, BC had approximately 1,367,291 savings accounts with
total deposits of Ps 3,413 billion, increasing approximately 55.70% over Ps
2,192 billion in 2003. In addition, BC offers "Payroll Payment Accounts" to
satisfy company payroll payment needs. Also, BC offers a savings account called
"Pension Payment Account", exclusively for the payment of retiree benefits.

B.5.1ii.c. CDS (CERTIFICATE OF TIME DEPOSITS)

These certificates, negotiable on the over-the-counter securities
market, permit management of liquidity surpluses at terms greater than 30 days,
with higher interest rates than those paid on savings accounts. As of December
31, 2004, on a non-consolidated basis, BC had approximately 65,711 fixed term
deposits totaling Ps 2,411 billion as compared to 69,577 time deposits totaling
Ps 1,870 billion in 2003.

B.5.1ii.d. DAT - "DEPOSITO DE AHORRO A TERMINO"
A short-term bank deposit agreement that allows holders to receive

interest payments from BC pursuant to the legal policy and specific regulations
approved by the Superintendency of Banking.
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B.5.1iii. CREDIT CARDS

The Bank operates in the Colombian credit card market through the
issuance of MasterCard, Visa and American Express cards for individuals and
corporate customers. At December 31, 2004, Bancolombia had 383,499 credit cards
distributed in the three franchises, as follows: American Express 22.00%,
MasterCard 45.08%, and Visa 32.92%.

The following table details the type and outstanding number of
credit cards offered by the Bank on an unconsolidated basis:

OUTSTANDING CARDS
TYPE OF CARD SEGMENT DEC. 31, 2003 DEC. 31, 2004

PERSONAL CREDIT CARDS

Classic Visa and MasterCard Personal 162,157 162,417
Gold Visa and MasterCard High Income 37,843 41,436
Platinum MasterCard High Income 5,187 5,856
BC Exito Visa + BC Ley MC (1) Personal 32,267 36,264
Ideal Card (2) Basic Sub Segment 5,086 17,519
E-card Retail 1,965 1,888

244,505 265,380

TOTAL PERSONAL e
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OUTSTANDING CARDS
DEC. 31, 2003 DEC. 31, 200
TYPE OF CARD SEGMENT ——m—mm—mm—mm—m e
BUSINESS CREDIT CARDS
Visa "Empresarial" and MC Corporate SMEs and Corporate 24,790 33,587
Visa Distribution (3) Major retailers - 166
TOTAL BUSINESS 24,790 33,753
AMERICAN EXPRESS (4)
Blue Personal 32,702 50,434
Green High Income 18,784 23,680
Gold High Income 8,833 10,252
TOTAL AMEX 60,319 84,366
TOTAL OUTSTANDING CREDIT CARDS 329,614 383,499
(1) BANCOLOMBIA EXITO VISA AND BANCOLOMBIA LEY MASTERCARD: This co-branding

card results from an alliance between Bancolombia and Almacenes Exito, a
supermarket chain, and is directed specifically to Personal Banking
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segment customers. It offers exclusive benefits at Exito and Ley stores.

(2) BANCOLOMBIA IDEAL CARD: With this card, the Bank introduces a product
directed to the "Basic" sub-segment of Personal Banking. The target market
is customers with annual income between 1.5 and 2.5 SMLV, giving them an
alternative mean for financing purchases in Colombia. The limits granted
are between Ps 300,000 and Ps 1,000,000 and it has the support of
MasterCard in Colombia.

(3) BANCOLOMBIA VISA DISTRIBUTION CARD: This card is directed to customers of
major retailers, who may purchase products at the retailer, allowing the
Bank the management of receivables and the retailers to conduct business
more efficiently.

(4) AMERICAN EXPRESS: BC is actually the only issuer of American Express cards
in Colombia. The Bank currently issues three types of American Express
card - Blue, Green and Gold - following a market segmentation strategy.
These cards offer wide financing possibilities, as well as convenient
means for making payments and insurance and assistance to cardholders.

This year Bancolombia was number one in credit card billing with a
market share of 18.01%, thanks to having implemented the strategies listed
below.

- American Express Business Consolidation: American Express
has contributed 5.83% to Bancolombia's credit card business
growth at December 2004 and 7.26% to Bancolombia's credit
card business billing growth. This franchise has a credit
card industry market share of 3.0% for outstanding cards and
of 3.86% for billing, which have grown 0.58 points and 0.95
points respectively compared to last year.

- Leader in the Commercial Solutions Business: Bancolombia is
the market leader in this business with a market share of
35% for billing. During this year, the product Bancolombia
Distribucion (Distribution) was launched, targeting the
wholesale company market and seeking to substitute the
private loan for those companies.

- Revamping of the Cobranding Business: With respect to
alliance with Almacenes Exito supermarket and retail chain,
Bancolombia has changed the image of this business and
reinvigorated it by tying it to the chain's loyalty program
as a fundamental strategy for growth. The number of cards
issued at December 2004 was 22,279 and the average monthly
billing was Ps 4,900 million. Also, in November 2004, the
Bancolombia Colmotores General Motors card was launched. It
serves the spare parts and repair market and is aimed at
General Motors cars owners.
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- Consolidation of the market position of the Bancolombia
Distribucion Sodimac Business: During the year 2004, the
Bancolombia Distribucion card was launched based on an
agreement with Sodimac (a wholesale chain store). This
product is targeted at construction sector SMEs that make
purchases in Homecenter in Medellin, Bogota, Barranquilla,
and Cali.

- Aggressive Growth in the Personal Banking Segment: With the
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Bancolombia Ideal card, the Bank serves the market of lowest
income customers that had not been well served previously.

By the end of 2004,

it had issued 17,519 cards.

The success

of this business is based on tying the payment of the card
to the payroll direct deposit account.

- Other important strategies that reflect efforts to maintain

and manage the portfolio are selective,
card upgrading,

limits,

the loyalty

with commercial establishments.

- Moreover,

Bancolombia has continued

the product Bancolombia Cayman Visa

affiliate Bancolombia Panama Cayman.

designed to serve the financing and
Prestige Banking Segment customers and has a specialized

sales force that has driven placement.

program,

mass increases of
and alliances

its administration of
issued by the Bank's
This product is
transaction needs of

At the closing of

2004 there were 3,473 outstanding cards and accumulated
billing in the amount of US$ 16,728,281.

The table below shows the Bank's credit card industry market share

on a non-consolidated basis.

ACCUMULATED CREDIT CARD BILLING GROWTH MARKET SH
(As of December 31, in Ps million) 2002 2003 2004 2004/2003 2003 2
Bancolombia MasterCard Ps 717,438 Ps 787,331 Ps 889,193 12.9% 9.5%
Bancolombia VISA 341,758 406,802 523,916 28.8% 4.9%
Bancolombia American Express 17,322 240,872 389,357 61.6% 2.9%
TOTAL BANCOLOMBIA 1,076,518 1,435,005 1,802,466 25.6% 17.3% 1
COLOMBIAN CREDIT CARD INDUSTRY Ps 6,751,628 Ps 8,277,529 Ps 10,090,823 21.9%
Source: Credibanco, American Express and Red Multicolor.
CREDIT CARD MARKET SHARE
Number of outstanding credit cards as of GROWTH
December 31, 2002 2003 2004 2004/2003
Bancolombia MasterCard Ps 158,969 Ps 160,113 Ps 172,870 8.0%
Bancolombia VISA 100,069 109,182 126,263 15.6%
Bancolombia American Express 25,093 60,319 84,366 39.9%
TOTAL BANCOLOMBIA 284,131 329,614 383,499 16.3%
COLOMBIAN CREDIT CARD INDUSTRY Ps 2,216,322 Ps 2,488,861 Ps 2,812,228 13.0%
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Source: Credibanco, American Express and Red Multicolor.
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B.5.1iv. DEBIT CARDS

Bancolombia achieved second place in Colombia after Conavi for the
number of outstanding debit cards with a market share of 14.1% and accumulated
billing in the amount of Ps 7.3 billion, which includes usage in point of sale
transactions and ATMs. The Bank offers four types of debit cards:

- BANCOLOMBIA Maestro Debit Card: 1,354,109 cards,
- BANCOLOMBIA MasterCard Debit Card: 127,410 cards,

- BANCOLOMBIA Preferential Banking Debit Card: 31,127 cards
and

- BANCOLOMBIA Prepaid Debit Card: 20,427 cards.

Growth in this business has been driven by the strategy of linking
the creation of a savings account or checking account to issuing a debit card as
the access key. Likewise, the payroll business has leveraged the placement of
Master Debit cards and prepaid cards, thanks to the different plans designed
based on customer purchase values.

In August 2004, the Preferential Banking Debit Card was launched. It
offers a preferred product to customers in that segment and has exclusive
benefits for this type of customer.

B.5.v. OTHER BANKING PRODUCTS

As a full service bank, BC offers a broad portfolio of financial
products and services. Some important services not reported above are listed in
this section.

B.5.v.a. REMITTANCES

BC accepts for deposit checks drawn on other banks and from other
cities than the city where the account is held.

B.5.v.Db. PAYMENT OF NATIONAL AND CUSTOMS TAXES

BC offers its customers the convenience of paying national taxes and
customs duties wvia its Branch network, and BC transfers the funds to the
government tax and customs agency. This represents an important no-cost
short-term funding source for the Bank. BC has more than 30% of the market share
for national tax and customs duties payments.

B.5.v.c. ACQUIRING BUSINESS

The acquiring business of American Express has expanded in the
Colombian market. At December 31, 2004, there were 55,981 establishments
affiliated with the American Express franchise, representing an increase of
25.6% over last year. As the only local merchant acquirer and processor, the
Bank assumes all of the responsibility for acquiring, compensating and honoring
sales made by these merchants in Colombia. The business achieved a growth of
49.07% as compared to 2003.
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The acquisition of new merchants to the Visa, MasterCard, and
American Express franchises has resulted in an increase in billing of 18.18% as
compared to last year, which has been driven by the tax measures set forth by
the Government (including a refund of 2 points of the VAT on purchases made with
credit cards), as well as by the recovery of the Colombian economy. For the year
2004, the Bank has kept its lead position with a market share of 35.75%.

B.5.v.d. BANCASSURANCE - ("BANCASEGUROS")

Through its Branch network, the Bank offers several insurance
products (life insurance, home insurance, and personal accident insurance) from
Compania Suramericana de Seguros, one of the major insurance companies in
Colombia. Bancolombia is the first bank in Colombia in this business.

In 2004, BC sold 112,345 insurance policies as compared to 92,898 in
2003, representing an increase of 21%. At December 31, 2004, 219,354 insurance
policies sold by BC were outstanding as compared to 181,060 at December 31,
2003, which represents an increase of 21% in outstanding policies.

During the months of August and September, 2004, the Bank launched
the campaign Ahorre y Proteja su Familia ("Save and Protect your Family") and
sold 40,888 life insurance policies and 1,113 home insurance policies.

B.5.v.e. PENSION BANKING - ("BANCAPENSIONES")

Through its branch network, the Bank offers a Voluntary Pension Fund
"Rentapension," administered by Fiducolombia. The fund allows customers to
obtain, through periodic contributions, tax benefits and interest payments, and
functions as a proposed voluntary savings goal to complement their state
pension. BC sold 10,359 pension plans in 2004 as compared to 4,580 pension plans
in 2003. The assets under management in this pension fund represent Ps 57,425
million at December 2004 as compared to Ps 38,624 million at December 2003,
which represents a 49% increase in assets under management.

During the months of March and April 2004, the Bank launched the
first Voluntary Pension Fund campaign selling during those months a record of
more than 4,662 pension funds.

B.5.v.f. INTERNATIONAL WIRE TRANSFERS

During 2004, the number of Bank branches through which the Bank is
able to process operations in foreign currency increased to 190. The
transactions available through these branches include the purchase and sale of
foreign currency in cash, the purchase and sale of traveler's checks, the
purchase and sale of electronic transfers and the purchase of foreign currency
stemming from family and worker remittances, among others.
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In the family and worker remittances business, in 2004 the Bank made
an important change in its strategy that included the creation of a specialized
division, the termination of the commercial relation with MoneyGram and the
signing and implementation of new agreements with banks and companies
specialized in money remittances. Among such agreements we highlight the
agreements signed with RIA Financial Inc., Quisqueyana, La Caixa, and Banco
Santander Central Hispano. Also, the agreements with the Banco Popular Group of
Spain and with The Bank of New York for the payment of retirees of United States
Government Agencies who are Colombian residents were maintained, with positive
results. Bancolombia went from having an exclusive remittances business to
having several in the United States and Europe. This new strategy seeks to

53



Edgar Filing: BANCOLOMBIA SA - Form 20-F

enable the Bank to regain its leading position in this business within the
Colombian banking sector.

The creation of special direct deposit savings accounts "Cuenta
Giros" allows the relatives of Colombian emigrants to easily receive remittances
deposited in their accounts. This is part of the total package that we offer to
emigrants and their families in Colombia.

B.5.V.G. TREASURY PRODUCTS

The Bank's Treasury Division is responsible for the management of
the Bank's treasury products and its proprietary liquidity as well as its
foreign exchange and securities positions.

It works under the guides established by the Vice Presidency of Risk
related to market and liquidity risk.

Treasury products were more dynamic during 2004, showing a
significant increase in the volume of operations with clients in product lines
like foreign exchange spot and forward transactions and public debt.

Internal and external interest rates and the macroeconomic
environment translated into important capital gains from bond price increases in
Colombia and Panama. This factor was the main determinant of BC's treasury
results during 2004.

In the local market, the prices of bonds rose due to the high
monetary liquidity provided by the Central Bank and strong economic
fundamentals.

In the international market, a high level of global liquidity,
strong economic fundamentals in emerging economies and a supportive US Treasury
market during 2004 translated into an important reduction in the credit spread
of the bond portfolio yielding important capital gains and positive results for
BC.

This division conducts the following operations for the Bank and for
its clients, in addition to other activities:
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OVERNIGHT FUNDS:

- INTER-BANKING: These are operations in which BC lends or
borrows funds in Colombian pesos or U.S. dollars to or
from financial institutions on a short term basis (30
days maximum), without receipt or delivery of a
guarantee in exchange. This product allows short-term
management of liquidity surpluses or shortages.

- REPO: In Repo operations BC lends or borrows funds in
Colombian pesos or U.S. dollars for a short term
(maximum 30 days) to or from financial or non-financial
institutions, in exchange for a guarantee in securities.

ISSUANCE OF CDS: BC captures funds in Colombian pesos by issuing
certificates of deposit. Interest rates on such CDs can be fixed or linked to
the DTF (Colombia's average of term deposits) or the CPI (consumer price index).

PRIVATE DEBT INVESTMENT PORTFOLIO: With its private debt portfolios, BC
purchases and sells securities issued by private entities of the Colombian
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financial and industrial sectors.

PUBLIC DEBT INVESTMENT PORTFOLIO: With investment in public debt
portfolios, BC purchases and sells securities issued by public entities or those
managed by the Government of Colombia.

SPOT COLOMBIAN PESO / U.S. DOLLAR AND SPOT FOREX: In spot operations
involving the Colombian peso and the U.S. dollar, BC sells and purchases U.S.
dollars in exchange for Colombian pesos in order to serve its customers, assume
a long or short position in the course of an exchange rate swap, or hedge
operations involving derivatives, or obligations or rights of the Bank in a
foreign currency. In Spot Forex operations, BC performs the same role with
currencies other than the U.S. dollar.

SOVEREIGN AND CORPORATE SECURITIES INVESTMENT PORTFOLIO: BC invests in
fixed yield sovereign securities issued by the governments and corporations of
different countries.

CREDIT DERIVATIVES INVESTMENT PORTFOLIO: BC invests in credit linked notes
and credit linked deposits issued by international banks. Such instruments
contain embedded derivatives in which one party transfers to the other for a
period of time the credit risk associated with another issuer in exchange for a
periodic premium which is commonly defined as a Credit Default Swap ("CDS").

FORWARD COLOMBIAN PESO/U.S. DOLLAR: BC purchases and sells U.S. dollars in
exchange for futures contracts for Colombian pesos, determining a date, price,
and specific amount. This is done to fill customer needs, to take a long or
short position in connection with an exchange rate swap, or to hedge assets and
liabilities denominated in U.S. dollars. Such operations are not standardized
with respect to length or minimum amounts. In forward forex operations, BC
performs the same role with currencies other than the U.S. dollar.
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SECURITIES FORWARD: BC purchases and sells securities with a settlement
date that is more than three days ahead of the trade date, specifying in advance
the amount, price and date of the transaction.

B.5.VI. FIDUCIARY

The Bank offers, through its subsidiary Fiducolombia, a family of five
mutual funds and one voluntary retirement fund, all of which are designed to
provide customers with the opportunity to diversify their investments. As of
December 31, 2004, it had Ps 2,020,227 million in total assets under management,
increasing 45.7% from Ps 1,386,307 million in 2003.

FIDUCUENTA: This fixed income fund seeks to attain stable income in the
short term, preserving the immediate availability of cash. As of December 31,
2004, it had Ps 1,473,565 million in assets under management, increasing 43.3%
from Ps 1,028,183 million in 2003.

FIDURENTA: This fixed income fund seeks to attain stable income in the
medium and long term, with a minimum 30-day investment term. As of December 31,
2004, it had Ps 398,338 million in assets under management, increasing 51.1%
from Ps 263,614 million in 2003.

FIDUDIVISAS: This fund comprises fixed or variable income securities
issued in international markets, with a minimum 90-day investment term. As of
December 31, 2004, it had Ps 2,697 million in assets under management,
decreasing 42.6% from Ps 4,695 million in 2003. This decrease is explained by
the volatility of the exchange rate.
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PLAN SEMILLA: This savings alternative pursues the goal of capital
accumulation, which can, in accordance with a customer's needs, assist in paying
for education, purchasing a home, or buying a vehicle. It has a minimum one-year
investment term. As of December 31, 2004, it had Ps 52,189 million in assets
under management, increasing 94.6% from Ps 26,824 million in 2003.

RENTA PENSION: This long-term programmed savings alternative enjoys tax
benefits and can either complement the mandatory state pension or assist in the
pursuit of capital accumulation goals. As of December 31, 2004, it had Ps 86,473
million in assets under management, increasing 49.9% from Ps 57,671 million in
2003.

INDEACCION: This investment alternative allows participation in the local
and international stock markets with the goal of long-term gains. The minimum
investment term is 90 days. As of December 31, 2004, it had Ps 6,965 million in
assets under management, increasing 53.4% from Ps 4,541 million in 2003.

On October 13, 2004, upon obtaining due Superintendency of Banking
authorization, the Special Common Fund Fidunacion was absorbed by Special Common
Fund Fidurenta.
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ASSET MANAGEMENT BUSINESSES

In the area of asset management businesses, as of December 31, 2004,
the Fiduciary had Ps 12,902 billion in assets under management, increasing
34.87% from Ps 9,566 billion in 2003. Fiducolombia offers a broad range of
products and services by type of trust, including:

PUBLIC TRUST: When managing a public trust for state-owned companies,
Fiducolombia performs collection, payment and asset management operations while
simultaneously performing follow-up, control and reviews of performance as well
as any other activities provided for in the trust contract. In the year 2004,
the public trust, was divided in two categories: Public Trust and Pension Trust
of Territorial Entities. As of December 31, 2004, such trusts had Ps 3,045
billion and Ps 3,161 billion in assets under management, respectively.

MANAGEMENT AND PAYMENT TRUST: Fiducolombia manages assets transferred to
it by an individual or company, performing activities such as collection,
payment and portfolio control, document control, verification of budgetary
performance and presentation of operating results. As of December 31, 2004, such
trusts had Ps 2,730 billion in assets under management, an increase of 78.55%
from Ps 1,529 billion in 2003.

INDIVIDUAL INVESTMENT TRUST: Fiducolombia manages resources transferred to
it by an individual or a company, designing an investment portfolio that takes
into account the customer's requirements in terms of liquidity, security and
profitability. As of December 31, 2004, such trusts had Ps 2,380 billion in
assets under management, an increase of 53.75% from Ps 1,548 billion in 2003.

REAL ESTATE TRUST: Fiducolombia manages third-party resources designated
for the development of housing and/or commercial real estate projects during the
pre-sale, construction and title transfer stages, thus contributing to project
feasibility as well as promotional and sales activities. As of December 31,
2004, such trusts had Ps 178,544 million in assets under management, an increase
of 154.71% from Ps 70,097 million in 2003.

GUARANTEE TRUST: Through this trust business, the trustee or founder of a
trust transfers ownership of one or several of his assets to an autonomous
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entity in order to guarantee other financial obligations that the trustee or
founder has incurred. As of December 31, 2004, such trusts had Ps 1,406 billion
in assets under management, increasing 9.16% from Ps 1,288 billion in 2003.

Other products and services offered by the Fiduciary are:

SECURITIES MANAGEMENT: Fiducolombia carries out management activities with
the goal of improving efficiency in the administration of the shareholders'
department in a corporation. Fiducolombia can also act as an agent for payments,
a recording agent and a transfer agent.
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SECURITIZATION: This financial mechanism allows companies to obtain
financial resources through the public securities markets by the conversion of
assets that are traditionally illiquid into liquid assets, usually through the
establishment of an autonomous entity with assets that serve as collateral for
the issuance of securities. The fiduciary has participated in the securitization
process of cattle, real estate, and loan portfolios, among other items.

ISSUANCE MANAGEMENT: This product is specifically designed for companies
that wish to obtain resources directly from the capital markets by issuing
securities. Fiducolombia, as managing agent, provides advice, securities
issuance, placement through a local broker, interest payment and capital
redemption.

CUSTODY: Fiducolombia has been approved by Morgan Guaranty Trust and The
Bank of New York to act as custodian for ADRs and GDRs since 1995.

B.5.VII. LEASING

Leasing Colombia, as a BC subsidiary specialized in leasing
activities, offers different types of leasing, credit and investment
alternatives.

- FINANCIAL LEASES: Through this product, Leasing Colombia
allows customers to lease previously selected assets.
Customers lease assets with the option to purchase them
at lease-end.

- OPERATING LEASES: Leasing Colombia provides leased
assets, usually involving equipment, for a fixed term
that is shorter than the assets useful life. If the sale
of the assets for a commercial value at lease-end is
initially stipulated, the sale price would be deducted
from the monthly lease payments.

The main activities that require lease financing are infrastructure,
import of goods, international leasing, real estate, vehicles for executives,
leasing for suppliers, and cattle raising.

The following table shows Leasing Colombia's number of lease
contracts, clients and its net value:

YEAR NUMBER OF LEASE NET VALUE
CONTRACTS NUMBER OF CLIENTS (PS MILLION)
2002 3,909 2,442 270,099
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2003 5,933 3,814 445,670
2004 8,851 5,449 818,483

In 2004, Leasing Colombia continued its positive trend. The
Company's strong performance was rewarded by an increased sector share, as it
was the leasing company with the biggest growth in lease contracts and assets
value in the sector (Source: Fedeleasing, November 2004). The net value of the
leased goods and the loan portfolio increased 88.4% as compared to 2003 and the
after-tax profits showed growth of 152%.
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B.5.VIII. WAREHOUSING AND LOGISTICS

Almacenar, the warehousing and logistics subsidiary of BC, offers
the following portfolio of services:

- Warehousing: custody of customer merchandise.

- Custom Brokerage: assistance with import and export
related processes.

- Inventory Management: warehousing distribution,
inventory control.

- Picking and Packing: product handling, POP (point of
purchase) material handling.

- Distribution: coordination of transportation.
- File Management: custody and file organization.

- Warrants: issuance of certificates of deposit as
guaranty for bank loans.

Almacenar has been expanding its logistics business, which currently
represents 68.9% of its portfolio of services with important penetration in the
Pharmaceutical market.

On March 18, 2005, the Bank announced its intention to sell its
ownership in Almacenar. For more information please refer to Item 4. Information
on the Company - A. History and Development of the Company - Recent
Developments.

B.5.IX. INVESTMENT BANKING

Colcorp S.A. ("Colcorp") is a subsidiary of BC that specializes in
providing investment banking services to private companies as well as government
entities in areas such as mergers and acquisitions, project finance and
sindicated loan facilities. Colcorp also owns and manages a diversified equity
portfolio, which invests in companies in different sectors of the Colombian
economy, including agriculture, telecommunications and toll road concessions. As
of December 31, 2004, Colcorp's equity portfolio book value was Ps 268,050
million.

B.5.X. BROKERAGE

Comisionista de Colombia S.A. Comisionista de Bolsa ("Comicol"), a
subsidiary of BC, offers brokerage services to the Bank's customers as well as
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to its own customers. In this area, Comicol offers two alternatives: fixed and
variable yield instruments, as well as portfolio management, foreign currency

intermediation, investment banking and management of investment funds. Comicol
manages total assets of Ps 1.7 billion from its customers and clients.

B.5.XI. OFF-SHORE BANKING

Bancolombia (Panama) S.A. and Bancolombia Cayman, BC's international
Subsidiaries located in Panama and the Cayman Islands, respectively, provide a
complete line of banking services mainly to Colombian customers, which include
loans to private sector companies, trade financing, lease financing, financing
for industrial projects as well as a
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complete portfolio of cash management products, such as checking accounts,
international collections and payments and PC Banking. Through these
subsidiaries, BC also offers to its high net worth customers and private banking
customers investment opportunities in U.S. dollars, in savings accounts and in
checking accounts, CD-Time deposits, and investment funds. In 2004, Bancolombia
Cayman started to offer CD-Time deposits and Money Market accounts denominated
in Euros. As of December 31, 2004, Bancolombia Panama S.A. and Bancolombia
Cayman had 8,596 total customers. In addition, Bancolombia Cayman issues Visa
credit cards. At December 31, 2004, 5,961 of these cards issued by the Bank were
outstanding.

B.5.XII. BANCOLOMBIA MIAMI AGENCY

Bancolombia Miami Agency is an international banking agency that
offers a broad range of deposit-taking products and services to non-U.S.
residents, mainly BC customers, including savings, money market and checking
accounts, time deposits, trade finance, working capital and personal loans, and
funds transfers among others. Through the Miami - Agency, the Bank supports its
customers in international trade offering cash management services, and
processing of import and export letters of credit, stand by letters of credit,
guarantees, collections and foreign exchange negotiations. The Agency enhances
its products and services portfolio offering new investment and saving
opportunities in the U.S. for both individuals and corporations.

As of December 2004, one year after the set up, the Agency has more
than 500 clients and over US$ 50 million in deposits from customers.

B.5.XIII. COMMERCIAL FINANCE COMPANY ("SUFINANCIAMIENTO")

In December 2003, BANCOLOMBIA acquired Sufinanciamiento, a finance
company targeted at the massive personal banking segment that is not
traditionally served by commercial banks, specializing in risk products such as
vehicle financing and loans to use at the client's discretion. Sufinanciamiento
also finances insurance premiums and payroll loans.

At present Sufinanciamiento has more than 190,000 customers,
representing an increase of 52.47% from 2003. Most of its customers are reached
at the point of sale. For example 170,000 credit cards are restricted to use in
chain stores through third-party alliance financing under the Almacenes Exito
Cupo-Fijo product.

Sufinanciamiento is making an effort to decrease the average deposit
interest rate by selling CDs through Bancolombia's distribution network, thus

reducing the percentage of treasury deposits.

Sufinanciamiento has experienced significant loan portfolio growth.
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In 2004, it showed an average increase of 59.7%. This growth was possible due to
the upward trend in the vehicle loan business, which represented 78.3% of this
company's portfolio.
Sufinanciamiento has reached second place in Colombia loans among
finance companies and the difference with the leader has been reduced

significantly.
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B.5.XIV. NEW PRODUCTS OR SERVICES
During 2004, the Bank launched the following products and services:
B.5.XIV.A. SERVICE AND SALES EXTENSION BRANCH OFFICES
Extension Branch Offices are offices opened near an existing BC
branch. Through its Extension Branch Offices BC offers different types of
services, financial assessment, and sales of products, using a multiple tasks
cashier and a multiple tasks commercial advisor. The Manager of the Extension
Branch Office is the Manager of the closest branch. In addition, these extension
branch offices have BANCOLOMBIA's e-channels.
B.5.XIV.B. INTERNATIONAL WIRE TRANSFER PRODUCTS
During the second half of 2004, the Bank began implementing a new
strategy for the international wire transfer business. Commercial agreements
were signed with different specialized wire transfer companies who have broad
presence in the main countries where Colombians migrate: United States and
Spain. The Bank also continued signing agreements with banks in Spain for the
receipt and payment of family wire transfers in Colombia.
The new agreements are listed below:
- In operation at December 31, 2004:
—= Ria Telecommunications Inc.

- Remesas Quisqueyana Inc.

—= La Caja de Ahorros y Pensiones de Barcelona - La
Caixa

- Soon to enter into operation:
- Dollar Express Inc. - DolEx
—= Bancomercio de El Salvador Inc.

- Caja de Ahorros y Monte de Piedad de Madrid - Caja
Madrid

- Banco Santander Central Hispano S.A.
B.5.XIV.C. CREDIT CARD PRODUCTS AND SERVICES
"Bancolombia Distribucion" Credit Card: During 2004, the product
"Bancolombia Distribucion" was launched. It is targeted at wholesale companies
and replaces the Private Credit product for those companies. This card enables

the Bank to handle everything from risk analysis to accounts receivable
collection. The use of this card is restricted and goods or raw materials can
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only be bought from the vendor company, ensuring that the line of credit can
only be used for this purpose. Likewise, the Bank facilitates accounts
receivable collection through its different branches nationwide.

In 2004, an agreement was entered into with Sodimac Colombia S.A.
(Homecenter wholesale stores). For additional information see Item 4.
Information on the Company - B. Business Overview - B.5. Products and Services -
B.5.1ii. Credit Cards - Consolidation of the market position of the Bancolombia
Distribucion Sodimac Business.
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At present, there is a sales force devoted to entering Bancolombia
Distribucion agreements with wholesale companies.

B.5.XIV.D. PREFERENTIAL BANKING SEGMENT PRODUCTS

In April 2004, the Preferential Account was launched. This is a
service exclusively for our Preferential Banking Segment customers through which
the Bank automatically covers overdrafts in their checking account, either from
funds in their savings account or from an Audioprestamo disbursement.

"Preferencial Debit Card": In August 2004 we launched Bancolombia
"Preferencial Debit Card", a product especially designed for our customers in
the Preferential Banking Segment, with exclusive conditions for this type of
customer. It is also the access key to Bancolombia checking accounts and/or
savings accounts for our Preferential Customers.

B.6. COMPETITION
B.6.I. DESCRIPTION OF THE COLOMBIAN FINANCIAL SYSTEM

The Colombian financial system was historically comprised of
specialized institutions operating in market niches that were regulated and
delineated by law. However, Law 45 of 1990, Law 35 of 1993 and the Estatuto
Organico del Sistema Financiero (Decree 663 of 1993, as amended) significantly
deregulated the Colombian financial system, providing commercial banks with the
opportunity to set up subsidiaries to compete in different markets, and
permitting other financial institutions to enter markets in the Colombian
financial system from which they had previously been excluded. These laws have
increased competition among the different types of financial institutions,
promoted consolidation of the financial industry and created considerable
overlap in the permitted scope of business activities of the wvarious types of
financial institutions, particularly with respect to foreign exchange
operations. This legal framework also permits foreign investment in all types of
financial institutions.

Additional laws have since been promulgated with the purpose of
further deregulating the Colombian financial system. Besides Law 35 and Decree
663, Law 510 of 1999, Law 546 of 1999 and Law 795 of 2003 further broadened the
scope of activities permitted to financial institutions, set forth general
circumstances under which the government may intervene in the financial sector,
prescribed the rules governing intervention and established the instruments that
the government may use.

As of December 31, 2004, the principal participants in the Colombian
financial system were the Central Bank, 28 commercial banks (15 domestic banks,
9 foreign banks, and 4 official banks), 4 finance corporations, 15 commercial
finance companies, 9 leasing companies, and 9 government-owned development
banks. In addition, trust companies, cooperatives, insurance companies,
insurance brokerage firms, bonded warehouse, and pension and severance pay funds
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also participate in the Colombian financial system.

As of December 31, 2004, 68.66% of the total assets of credit
institutions were held by the Colombian private sector, 16.23% by the foreign
private sector, and 15.11% by public institutions.
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FINANCIAL SYSTEM EVOLUTION IN 2004

In 2004, the Colombian financial system recovery process was
strengthened. At December 2004, the Credit Institution system profits showed 2.9
trillion Colombian pesos, a growth of 69.04% over the year before.

The positive results in the financial sector in 2004 were, to a
great extent, the product of increased revenues from the valuation of
investments at market prices and improved efficiency levels. The above was
accompanied by increased demand in the credit market, better asset quality and
coverage indicators, and a higher return on equity. In addition, credit
institution solvency remains at high levels, surpassing the legal minimum of
9.0% by 480 basis points. Also, the monetary policy aimed at expanding the
economy has enabled sustained high levels of liquidity and consequently low
interest rates. At the end of December, 2004, the financial sector contributed
5.74% of the GDP growth, a level similar to that recorded before the 1999
crisis. With these results, this sector solidified its importance in the
Colombian economic environment.

B.6.II. BANCOLOMBIA AND ITS COMPETITORS
INDICATORS FOR BANCOLOMBIA AND ITS COMPETITORS

In 2004, the capital adequacy, loan portfolio risk exposure,
profitability and efficiency indicators improved for the financial system at
large. BC's solvency indicator was 13.4%. (For information on how the solvency
ratio is measured, see Item 4. Information on the Company - B. Business Overview
- B.7. Supervision and Regulation - Capital Adequacy Requirements). The
efficiency indicator (measured as operating expenses/total assets) went from
6.3% in December 2003 to 5.9% in December 2004. The loan portfolio quality (past
due loans/total loans) decreased to 1.45% as compared to 1.49% in 2003.
Similarly, portfolio coverage (allowances/past due loans) notably improved to
levels of 302%.

The following table lists key indicators for BC and its main

competitors:
PAST DUE LOAN/ ALLOWANCES/PAST
ROAE ROAA TOTAL LOANS DUE LOANS CAPITAL
DEC-03 DEC-04 DEC-03 DEC-04 DEC-03 DEC-04 DEC-03 DEC-04 DEC-03
Bancolombia
(unconsolidated) 20.1% 25.7% 2.8% 3.5% 1.6% 1.5% 298.5% 288.0% 13.2%
Banco de Bogota 23.2% 26.9% 2.9% .1% 2.2% 1.7% 212.8% 207.7% 9.8%
Banco de
Occidente 20.7% 24.4% 2.3% 2.8% 2.9% 2.3% 224.7% 258.2% 9.9%
BBVA 10.9% 18.1% 0.9% 1.6% 4.1% 2.8% 201.7% 245.9% 11.1%
Citibank 12.6% 22.5% 1.9% 3.5% 1.0% 1.4% 219.4% 120.6% 13.6%
Davivienda 14.6% 26.2% 1.8% 3.3% 10.6% 3.3% 96.7% 209.9% 19.3%
Banco Popular 18.8% 25.5% 1.9% 2.5% 5.5% 3.5% 116.4% 153.1% 9.6%
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Source: Superintendency of Banking
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BC is the market leader in most of the types of loans and deposits.
Its main competitors in the corporate sector are Banco de Bogota, Banco de
Occidente, BBVA, and Citibank. In the consumer sector the main competitors are
Banco Popular, Banco de Occidente, and Conavi. The graphics below show BC's
(unconsolidated) and its competitors' market share in the various products,
based on Superintendency of Banking data for the years 2002, 2003, and 2004.

The following graphs show BC's (unconsolidated) and its main
competitors' market share according to information compiled by the
Superintendency of Banking for the years 2002, 2003 and 2004:

TOTAL NET LOANS
MARKET SHARE

[BAR CHART]
Bancolombia Bogota BBVA Davivienda Popular
Jan-Dec-02 12.4 9.1 6.7 6.7 5.5
Jan-Dec-03 13 9.4 6.7 6.4 5.4
Jan-Dec-04 13.8 9.7 7.4 5.8 5.5

TIME DEPOSITS
MARKET SHARE

[BAR CHART]

Bancolombia AV Villas Davivienda Bogota BBVA

Jan-Dec-02 11.3 8.1 7.8 5.4 5.9
Jan-Dec-03 11.6 8.1 7.6 4.2 6.1
Jan-Dec-04 11.8 7.6 7 5.3 6.4
56
CHECKING ACCOUNTS
MARKET SHARE
[BAR CHART]
Bancolombia Bogota BBVA Occidente Popular

Jan-Dec-02 16.7 15.3 11.1 9 7.4
Jan-Dec-03 17.4 15.3 10 9.1 6.9
Jan-Dec-04 17.9 15.9 9.6 9.5 6.5
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SAVING ACCOUNTS
MARKET SHARE

[BAR CHART]

Bancolombia Conavi Bogota Davivienda BBVA

Jan-Dec-02
Jan-Dec-03
Jan-Dec-04

10.6 7.5 8.4 7.2
9.9 8.4 8 7.5
9.2 10.1 7.6 8.5
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SUPERVISION AND REGULATION

COLOMBIAN BANKING REGULATORS

The principal bodies regulating the Colombian financial system are
the Superintendency of Banking, the Superintendency of Securities, the Ministry
of Finance and the Board of Directors of the Central Bank. Colombia's National
Congress prescribes the general framework under which the government may
regulate the financial system.

Superintendency of Banking: The Superintendency of Banking
was established in 1923 and is responsible for supervising
and regulating all entities classified as financial
institutions under Decree 663 of 1993, including commercial
banks such as BC, mortgage banks, finance corporations,
commercial finance companies, financial services companies
(such as trust companies, warehouse companies, and pension
and severance pay administration companies) and insurance
companies. Financial institutions must obtain the
authorization of the Superintendency of Banking before
initiating operations.

Violations to provisions of Colombia's financial system are
subject to administrative sanctions and, in some cases, may
have criminal consequences. The Superintendency of Banking
may inspect Colombian financial institutions on a
discretionary basis, and has the authority to impose fines
on such institutions, their directors and officers for
violations of Colombian laws, regulations, or such financial
institutions' own by-laws.

In addition, the Superintendency of Banking makes on-site
inspections of Colombian financial institutions, including
BC, on a regular basis.

Ministry of Finance: As part of its duties, the Ministry of
Finance issues Decrees relating to financial matters that
may affect banking operations in Colombia.

Superintendency of Securities: The Superintendency of
Securities monitors, promotes and regulates the market for
publicly traded securities in Colombia and oversees its main
participants, including the Colombian Stock Exchange,
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brokers, dealers, mutual funds, and issuers. Since BC's
Common Shares and Preferred Shares are publicly traded on
the Colombian Stock Exchange, certain aspects of BC's
operations as issuer are supervised by the Superintendency
of Securities.

- Central Bank: The Central Bank exercises the customary
functions of a central bank, including price stabilization,
legal currency issuance, regulation of currency circulation,
credit and exchange rate monitoring and administration of
international reserves. Its Board of Directors is the
regulatory authority for monetary, currency exchange and
credit policies, and is responsible for the direction and
execution of the Central Bank's duties. The Central Bank
also acts as lender of last resort to financial
institutions.
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Pursuant to the Colombian Constitution of 1991, the Central
Bank has autonomy from the government in the formulation of
monetary policy and for administrative matters. More
specifically, the Constitution of 1991 established
administrative, technical, budgetary and legal autonomy for
the Central Bank and its Board of Directors in respect of
monetary, credit and foreign exchange matters. The Central
Bank reports only to the National Congress; its Board of
Directors has seven members, one of whom is the Minister of
Finance.

REGULATORY FRAMEWORK FOR COLOMBIAN BANKING INSTITUTIONS

The basic regulatory framework for the operations of the Colombian
financial sector is set forth in Decree 663 of 1993, modified by Law 510 of
1999, Law 546 of 1999 and Law 795 of 2003. Laws 510 and 795 substantially
modified the control, regulation and surveillance powers of the Superintendency
of Banking. Law 510 also streamlined the procedures for the Fondo de Garantias
de Instituciones Financieras ("Fogafin"), a fund meant to assist troubled
financial institutions, to intervene on behalf of economically troubled
companies. The main objective of Law 510 is to increase the solvency and
stability of Colombia's financial institutions, by establishing rules for their
incorporation, the permitted investments of credit institutions, insurance
companies and investment companies. Law 546 of 1999 regulated the system of
long-term home loans. Later on, Law 795 was issued with the main objective of
broadening the scope of activities to be performed by financial institutions and
to update Colombian regulations with the latest principles of the Basel
Committee. Law 795 also increased the minimum capital requirements in order to
incorporate a financial institution (for more information see "Minimum Capital
Requirements" below) and authorized the Superintendency of Banking to take
precautionary measures, consisting mainly in preventive interventions with
respect to financial institutions whose capital falls below certain thresholds.
Such financial institutions, in order to avoid a temporary take-over by the
Superintendency of Banking, must submit to the Superintendency a restructuring
program to restore their financial situation.

In order to implement and enforce the provisions related to
Colombia's financial system, the Superintendency of Banking and the Board of
Directors of the Central Bank issue periodic circulars and resolutions. In
External Circular 007 of 1996, as amended, the Superintendency of Banking
compiled all the rules and regulations covering banking institutions, and in
External Circular 100 of 1995, as amended, it compiled all regulations
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applicable to the accounting and financial treatment of banking institutions.

Violations of Laws 510, 795 and specified provisions of Decree 663
and their relevant regulations are subject to administrative sanctions and, in
some cases, criminal penalties.

KEY INTEREST RATES

Colombian commercial banks, finance corporations and commercial
finance companies are required to report to the Central Bank, on a weekly basis,
data regarding the total volume (in pesos) of certificates of deposit issued
during the prior week and the average interest rates paid for certificates of
deposit with maturities of 90 days. Based on such reports, the Central Bank

computes the Tasa de Captaciones de Corporaciones Financieras ("TCC") and the
Depositos a Termino Fijo ("DTF") rates, which are published at the beginning of
the
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following week for use in calculating interest rates payable by financial
institutions. The TCC is the weighted average interest rate paid by finance
corporations for deposit maturities of 90 days. The DTF is the weighted average
interest rate paid by finance corporations, commercial banks and commercial
finance companies for certificates of deposit with maturities of 90 days. For
the week of May 23 - 29, 2005, the DTF was 7.17% and the TCC was 7.71%.

CAPITAL ADEQUACY REQUIREMENTS

Capital adequacy requirements for Colombian financial institutions
are based on the standards of the Basel Committee. The regulations establish
four categories of assets, which are each assigned different risk weights, and
require that a credit institution's Technical Capital (as defined below) be at
least 9% of that institution's total risk-weighted assets.

Technical Capital for the purposes of the regulations consists of
basic capital ("Primary Capital”) and additional capital ("Secondary Capital")
(collectively, "Technical Capital"). Primary Capital consists mainly of:

- outstanding and paid-in capital stock;
- legal and other reserves;
- profits retained from prior fiscal years;

- the total value, if positive, of the reappraisal of equity
account and the foreign currency translation adjustment;

- the balance of the financial statements conversion
adjustment;

- current fiscal year profits in a proportion equal to the
percentage of prior fiscal year profits that were
capitalized, or allocated to increase the legal reserve, or
used to cover accrued losses;

- any representative shares held as guarantee when the entity
is in compliance with a recovery program aimed at bringing
the Bank back into compliance with capital adequacy
requirements (if the Superintendency of Banking establishes
that such recovery program has failed, these shares shall
not be computed);
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- bonds issued by financial institutions and subscribed by

Fondo de Garantias de Instituciones Financieras ("Fogafin")
when they comply with the requirements stated in the
regulations;

- the surplus capital account from donations;
- the value of the capital advance payments; and
- the value of the liabilities owed by minority interests.
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Items deducted from Primary Capital are:
- any prior or current period losses;

- the total value of the primary capital revaluation account
(if negative);

- accumulated inflation adjustment on non-monetary assets
(provided that the respective assets have not been
transferred) ;

- capital investments in entities (excluding subsidiaries)
subject to the supervision of the Superintendency of Banking
(including purchases of mandatory convertible bonds); and

- capital investments (including purchases of mandatory
convertible bonds) in foreign financial institutions where
the investor holds at least 20% of the capital of said
institution.

Secondary Capital consists of other reserves and retained earnings,
which are added to the Primary Capital in order to establish the total Technical
Capital. Secondary Capital includes:

- 50% of the accumulated inflation adjustment of
non-monetary assets (provided that such assets have not been
disposed of);

- 50% of asset reappraisal (excluding revaluations of
foreclosed assets);

- 50% of the gross unrealized gain or loss on investments
available for sale;

- mandatory convertible bonds (provided that the terms and
conditions of their issuance were approved by the
Superintendency of Banking);

- market value of subscribed subordinated bonds as long as
said bonds do not exceed 50% of Primary capital, and comply

with additional requirements;

- the value of the direct or indirect capital investments
and the mandatory convertible bonds devaluation; and

- general allowances.
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The following items are deducted from Secondary Capital:

- 50% of the direct or indirect capital investments (in
entities subject to the supervision of the Superintendency
of Banking) and mandatory convertible bonds reappraisal;

- the value of the devaluation of equity investments with
low exchange volume or which are unquoted.

In computing Technical Capital,
(but can be less than) the total amount of Primary Capital.

Secondary Capital may not exceed

The following table sets forth certain information regarding the

Bank's capital adequacy as of December 31,

Subscribed capital..... .ottt
Capital Advance PaymentsS.......c.ueieieeeennnnenns
Legal reserve and other reserves.................
Unappropriated retained earnings.................
Net InCOmME . . v ittt ittt ittt e

LESS:

Long - term investments.................
Non - monetary inflation adjustment

Primary capital (Tier I) ...t iiiinneneennnnenns

Reappraisal of a@ssetsS. .ot ii i eennnnenns
Provision 1oanS. ... ee e ettt eeeeeeeennneeens
Non-monetary inflation adjustment................
Market value of subordinated bonds...............

Computed secondary capital (Tier II)

Primary capital (Tier I) ...t iiiineneeennnnenns
Secondary capital (up to an amount equal to primary capital)

Technical Capital......i it ttmeeneeeeennnns

Capital ratios

Primary capital to risk-weighted assets
Secondary capital to risk-weighted assets

Technical capital to risk-weighted assets

Risk weighted assets ....... i

AS OF DECEMBER 31,
2004
(Ps million, except
percentages)

.......................... Ps 355,119
.......................... 10
.......................... 1,010,481
.......................... 43,278
.......................... 438,059

.......................... (155,772)
............................... (191,701)

.......................... Ps 62,826
.......................... 103,329
.......................... 108,893
.......................... 4,500

.......................... Ps 1,499,474

(Tier II)..... 279,548
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As of December 31, 2004, the Bank's Technical Capital ratio was
13.44%, thereby exceeding the requirements of the Colombian government and the
Superintendency of Banking by 444 basis points. The Bank's capital has
fluctuated over time. There can be no assurance that the Bank will not continue
to experience such fluctuations in the future. The Bank expects, however, to be
able to continue to meet all capital adequacy requirements under Colombian law.

Liquidity risks are currently regulated and market risks are
currently governed by External Circular 100 of 1995, as amended, issued by the
Superintendency of Banking. This circular defines criteria and procedures for
measuring the Bank's exposure to interest rate risk, foreign exchange risk, and
market risk. Under the regulations, the Bank must send to the Superintendency of
Banking information on the net present value, duration, and interest rate of its
assets, liabilities, and derivative positions. Since January 2002, Colombian
Banks have also been required to calculate, for each position on the balance
sheet, a volatility rate and a parametric VaR (value at risk), which is
calculated based on net present value, modified duration and a risk factor
computed in terms of a basis points change. Each risk factor is calculated and
provided by the Superintendency of Banking.
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MINIMUM CAPITAL REQUIREMENTS

The minimum capital requirements for banks on an unconsolidated
basis is now contained in Law 795 of 2003, and as of January 1, 2005 was Ps
54,192 million. Failure to meet such requirements can result in the imposition
of a fine by the Superintendency of Banking of 3.5% of the difference between
the required minimum capital and the Bank's effective capital. The Bank has met
all such requirements. As of December 31, 2004, the Bank's total capital
consisted of Ps 355,119 million of paid-in capital stock and Ps 1,010,481
million of legal and other reserve funds.

FOREIGN CURRENCY POSITION REQUIREMENTS

According to Central Bank regulations, the Bank's Foreign Currency
Position is the difference between the Bank's foreign currency-denominated
assets and liabilities (including any off-balance sheet items), made or
contingent, including those that may be sold in Colombian legal currency.

Resolution 4 of 2001 of the Board of Directors of the Central Bank,
modified by Resolution 2 of 2003 and 1 of 2004, provides that a bank's Foreign
Currency Position cannot, if assets are greater than liabilities, exceed 20% of
the bank's Technical Capital. Currency exchange intermediaries such as BC are
permitted to hold a negative Foreign Currency Position not exceeding the
equivalent in foreign currency of 5% of its Technical Capital (with penalties
being payable after the first business day). As of May 29, 2005, BC had an
unconsolidated dollar-denominated positive net assets position of US$ 94.7
million, which falls within the aforementioned regulatory guidelines. For
further discussion, see Note 3 to the Financial Statements.

The Central Bank also established the Foreign Currency Position in
Cash ("Posicion Propia de Contado en Moneda Extranjera") as the difference
between all foreign currency-denominated assets and liabilities. A bank's
Foreign Currency Position in cash can not exceed 50% of the bank's Technical
Capital. In order to control the peso appreciation that occurred during 2003, on
January 23, 2004, the Board of Directors of the Central Bank issued External
Resolution No. 1 forbidding currency exchange intermediaries, such as BC, to
hold negative Foreign Currency Positions in Cash, and therefore established a
minimum of zero for the Foreign Currency Positions in Cash applicable as of
March 31, 2004. This measure has not affected BC significantly.
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RESERVE REQUIREMENTS

Commercial banks are required by the Central Bank's Board of
Directors to satisfy reserve requirements with respect to deposits. Such
reserves are held by the Central Bank in the form of cash deposits and their
required amounts vary. According to the Central Bank's Board of Directors'
Resolution 19 of 2000, the reserve requirements for Colombian banks for deposits
received on or after December 31, 2000 are:
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RESERVE REQUIREMENT

Private demand deposSitS . c et in ittt ittt eeaeeeaeenns 13
Government demand depPoOSitsS. ...ttt ittt et 13

Other deposits and liabilities........iiiiiiiieennnnennn 13

ST RV oY =T @ 1Y o = i Y 6

Time DepPoOSits (L) v vu ittt ittt et ettt ettt eaeeeeeeeeeaeenns 0-2.5

(1) Under 540 days, 2.5% and above 540 days, 0%

FOREIGN CURRENCY LOANS

The Board of Directors of the Central Bank requires every Colombian
resident and institution borrowing under foreign currency loans, regardless of
the term or conditions of the loan, to maintain at the Central Bank a
non-interest bearing deposit for a percentage of the respective indebtedness and
during a term specified by the Central Bank's Board of Directors. Resolution 08,
dated May 5, 2000, lowered said deposit to zero.

The Bank is not required to register with the Central Bank loans in
foreign currency, but must submit to the Central Bank a report of all foreign
currency loans made subject to certain exceptions.

BAD LOAN ALLOWANCE

The Superintendency of Banking has issued guidelines on bad loan
allowances for Colombian credit institutions. See Item 4. Information on the
Company - E. Selected Statistical Information - E.4. Summary of Loan Loss
Experience - Allowance for Loan Losses.

LENDING ACTIVITIES

The government, pursuant to Decrees 2360 and 2653, each of 1993, set
the maximum amounts that each financial institution may lend to a single
borrower (including for this purpose all related fees, expenses and charges).
These maximum amounts may not exceed 10% of a commercial bank's Technical
Capital. The limit is raised to 25% when any amounts lent above 5% of Technical
Capital are secured by guarantees that comply with the financial institutions'
guidelines, in accordance with the requirements set forth in Decrees 2360 and
2653. Also, according to Decree 1886 of 1994, the Bank may not make a loan to
any shareholder that holds directly more than 10% of its capital stock, for one
year after such shareholder reaches the 10% threshold. In no event may a loan to
a shareholder holding directly or indirectly 20% or more of the Bank's capital
stock exceed 20% of the Bank's Technical Capital. In addition, no loan to a
single financial institution may exceed 30% of the Bank's Technical Capital. As
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of December 31, 2004, the Bank's lending limit per borrower on an unconsolidated
basis was Ps 143,385 million for unsecured loans and Ps 358,462 million for
secured loans. If a financial institution exceeds these limits, the
Superintendency of Banking may impose a fine up to twice the amount by which any
such loan exceeded the limit. At December 31, 2004, the Bank was in compliance
with these limitations.

The Bank is also subject to limits on risk concentration. Pursuant
to Decree 2360, exposure to any individual or entity is limited to 30% of the
Bank's Technical Capital. Risk exposure includes loans, leasing transactions and
equity and debt investments.
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The Central Bank also has the authority to establish maximum limits
on the interest rates that commercial banks and other financial institutions may
charge on loans. However, interest rates must also be consistent with market
terms with a maximum limit established by the Superintendency of Banking.

OWNERSHIP RESTRICTIONS

The Bank is organized as a sociedad anonima under Colombian law and
is governed by laws that regulate the activities of private companies, such as
the Colombian Commerce Code. The Commerce Code requires companies such as the
Bank to have at least five shareholders at all times and provides that no single
shareholder may own 95% or more of the Bank's subscribed capital stock. Article
262 of the Colombian Commerce Code prohibits the Bank's Subsidiaries from
acquiring capital stock of the Bank.

Pursuant to Decree 663 adopted by the government on 1993, as amended
by Law 795 of 2003, any transaction resulting in an individual or corporation
holding 10% or more of any class of capital stock of any Colombian financial
institution, including in the case of BC, transactions resulting in holding ADRs
representing 10% or more of the outstanding stock of BC, must receive prior
authorization from the Superintendency of Banking. In granting its approval, the
Superintendency of Banking will evaluate the proposed transaction based on the
criteria and guidelines specified in Law 510 of 1999, as amended by Law 795 of
2003. Transactions entered into without the Superintendency of Banking's prior
approval are void and cannot be recorded in the stock registry of the financial
institution. These restrictions apply equally to foreign investors and Colombian
persons.

In addition to the above restriction, pursuant to Resolution 400 of
1995, as amended, issued by the Superintendency of Securities, any transaction
involving the sale of publicly traded stock of any Colombian company, including
in the case of the Bank, any sale of the Preferred Shares, for 66,000 UVRs or
more, must be effected through The Colombian Stock Exchange.

DEPOSIT INSURANCE

To protect the customers of commercial banks and certain financial
institutions, Resolution No. 1 of 1988 of the Board of Directors of Fogafin, as
amended, requires mandatory deposit insurance. Under this Resolution No. 1,
banks must pay an annual premium of 0.5% of total funds received on saving
accounts, checking accounts and certificates of deposit. If a bank is
liquidated, the deposit insurance will cover 75% of all funds deposited by an
individual or corporation with such bank, up to a maximum of Ps 20 million.
Thus, the maximum amount that a customer of a liquidated financial institution
is entitled to recover under deposit insurance is Ps 15 million.

INTERVENTION POWERS OF THE SUPERINTENDENCY OF BANKING
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According to laws 510 of 1999 and 795 of 2003, and subject to the
prior consent of the Advisory Board of the Ministry of Finance and the Minister
of Finance's approval, the Superintendency of Banking may seize the operations
and assets of a bank in order to manage it or proceed with its liquidation, if
such bank:
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- suspends the payment of its debts;

- does not allow the Superintendency of Banking to inspect its
records;

- repeatedly fails to comply with the instructions of the
Superintendency of Banking;

- repeatedly violates Colombian law or its own by-laws;

- repeatedly manages its operations in an unauthorized or
unsafe manner;

- allows its shareholders' equity to fall below 50% of its
outstanding capital stock;

- provides materially misleading information to the
Superintendency of Banking;

- fails to comply with applicable capital adequacy
requirements;

- fails to comply with the adopted recovery programs;

- fails to comply with the instruction of the Superintendency
of Banking for the exclusion of assets or liabilities, or

- fails to comply with the program of graduate closing
operations agreed with the Superintendency of Banking.

The Superintendency of Banking may immediately seize the operations
and assets of a bank if: (a) its Technical Capital falls below 40% of the
minimum capital adequacy requirements, or (b) the term to present a
restructuring program mandated by the Superintendency of Banking has lapsed or
its purpose has not been accomplished. Rather than seizing the operations and
assets of a bank, the Superintendency of Banking may adopt other preventive
measures, such as imposing additional reserve requirements on the commercial
bank, ordering the increase of its capital stock or the investment of certain or
all of its assets, and placing the bank under special surveillance.

ANTI-MONEY LAUNDERING PROVISIONS

The regulatory framework to prevent and control money laundering is
composed of External Circulars 025 of 2003 and 034 of 2004 of the
Superintendency of Banking, which regulates and controls anti-money laundering
issues for financial institutions in Colombia. These Circulars adopt the latest
guidelines related to anti-money laundering and other terrorist activities
established by the Financial Action Task Force on Money Laundering - FATF. These
rules emphasize "know your customer" policies, as well as complete knowledge by
financial institutions of their users and markets. They also establish new
processes and parameters to identify and monitor a financial institution's
customers. According to these regulations, financial institutions must cooperate
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with the competent authorities to prevent and control money laundering and
terrorism.
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TROUBLED FINANCIAL INSTITUTIONS

In response to the crisis faced by the Colombian financial system
during the early 1980s, in 1985 the government created the Fondo de Garantias de
Instituciones Financieras ("Fogafin"), a fund meant to assist troubled financial
institutions. Subject to specific limitations, Fogafin is authorized to provide
equity (whether or not reducing the par value of the recipient's shares) and/or
secured credits to troubled financial institutions, and to insure deposits of
commercial banks and certain other financial institutions. In 1998 and 1999, to
address the adverse effects of the economic crisis, Law 550 (Ley de Reactivacion
Economica), Law 546 (Ley de Vivienda), External Circular 039 and External
Circular 044 were also adopted. These regulations sought to aid the recovery of
the Colombian economy, by helping troubled companies and had some influence on
the Bank's credit policies for such companies. Notably, under Law 546 of 1999,
savings and loan institutions were required to convert into commercial and
savings banks. Also, under this law, commercial banks cannot have participation
in other commercial banks for more than 5 years. Therefore, the Bank's
participation in Conavi (a commercial bank) was only permitted until December
2004. Nevertheless, on December 3, 2004, considering the proposed Merger between
Bancolombia, Conavi and Corfinsura, the Superintendency of Banking granted BC an
extension of 9 months on the permitted term, allowing the Bank to maintain its
participation in Conavi until September 2005.

B.8. RAW MATERIALS

The Bank is not dependent on sources or availability of raw
materials.

C. ORGANIZATIONAL STRUCTURE

The following is a list of BC's significant subsidiaries as of
December 31, 2004:

SUBSIDIARIES

JURISDICTION OF
ENTITY INCORPORATION BUSINESS

Almacenes Generales de Deposito Mercantil S.A.

ALMACENAR Colombia Warehousing and logistics
Fiducolombia S.A. Colombia Trust
Bancolombia Panama S.A. Panama Banking
Bancolombia Cayman Cayman Islands Banking
Leasing Colombia S.A. Colombia Leasing
Compania Suramericana de Financiamiento Finance

Comercial S.A. SUFINANCIAMIENTO Colombia
Colcorp S.A. Corporacion Financiera Colombia Finance
Comisionista de Colombia S.A. Colombia Securities Brokerage
Abocol S.A. Colombia Chemical
Valores Simesa S.A. Colombia Various Commercial Investments
Inmobiliaria Bancol S.A. Colombia Real Estate Broker
Fundicom S.A. Colombia Metals Engineering
Unicargo de Colombia S.A. Colombia Freight Service
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Sistema de Inversiones y Negocios S.A. Panama Commercial Entity
Sinesa Holding Company British Virgin
Island Commercial Entity
67

JURISDICTION OF

ENTITY INCORPORATION BUSINESS

Todo UNO Colombia Colombia E-commerce
Future Net Inc. Panama E—-commerce

Compania Metalurgica Colombiana S.A.

COMECOL (1) Colombia Metals Engineering

Sociedad Portuaria Mamonal S.A. Colombia Customs Office
Abocol Costa Rica S.A. Costa Rica Chemical Products Commercial
Fertillanos Ltda. Colombia Chemical Products Commercial

(1) Controlled through other subsidiaries (Valores Simesa S.A. and Colcorp

D. PROPERTY, PLANT AND EQUIPMENT

As of December 31, 2004, the Bank owned Ps 354.31 billion in
equipment. Ps 175.62 billion correspond to land and buildings, of which
approximately 73.11% are administrative real estate and branches, located in 80
municipalities, but mainly in the cities of Bogota, Medellin and Cali. Ps 60.8
billion correspond to computer equipment, of which 72% corresponds to the
central computer and servers and the rest are PCs, ATMs, telecommunications
equipment and other equipment.

In addition to its own branches, the Bank occupies 177 rented
offices.

The Bank does not have any liens on its property.

For the purpose of centralizing operations, and in order to meet the
Bank's additional physical space requirements in 2004, various departments were
transferred to a single rented building, for which renovations are estimated at
Ps 7.26 billion.

E. SELECTED STATISTICAL INFORMATION

The following information is included for analytical purposes and
should be read in conjunction with Item 5. Operating and Financial Review and
Prospects.

E.1. DISTRIBUTION OF ASSETS, LIABILITIES AND STOCKHOLDERS' EQUITY;
INTEREST RATES AND INTEREST DIFFERENTIAL

Average balances have been calculated as follows: for each month,
the actual month-end balances were established. The average balance for each
period is the average of such month-end balances. For purposes of the
presentation in the following tables, non-performing loans have been treated as
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non-interest-earning assets.

REAL AVERAGE

INTEREST RATES

The real average interest rates set forth in the tables below have

been calculated by

adjusting the nominal average interest rates on

peso-denominated assets and liabilities using the following formula:
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R(p) = (1 + N(p))/(1 + I) -1
WHERE :
R(p) = real average interest rate on peso-denominated assets and
liabilities for the period.
N(p) = nominal average interest rate on peso-denominated assets and
liabilities for the period.
I = inflation rate in Colombia for the period (based on the Colombian

wholesale inflation rate).

Under this adjustment formula, assuming positive nominal average
interest rates, the real average interest rate on a portfolio of
peso-denominated assets or liabilities would be equal to the nominal average
interest rate on that portfolio if the inflation rate were zero. The real
average interest rate can be negative for a portfolio of peso-denominated
interest-earning assets when the inflation rate for the period is higher than
the average nominal rate of this interest-earning asset portfolio for the same
period. In addition, the real average interest rate would be negative if the
inflation rate were greater than the average nominal interest rate.

AVERAGE BALANCE SHEET

The following tables show for the years ended December 31, 2002,
2003 and 2004, respectively:

In the
also considered to
originated outside
devaluation levels

average annual balances calculated using actual month-end
balances for all of the Bank's assets and liabilities;

interest income and expense amounts; and

nominal and real interest rates for the bank's
interest-earning assets and interest-bearing liabilities.

table below, the nominal rate for dollar-denominated items is
be the real interest rate, given that this activity

of Colombia and would not be impacted by the inflation and
that would impact domestic activity.
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AVERAGE AVERAGE

NOMINAL REAL
AVERAGE INTEREST INTEREST INTEREST AVERAGE
BALANCE EARNED RATE RATE BALANCE
(Ps million
ASSETS (1)
INTEREST-EARNING ASSETS(2) :
Overnight funds
Peso-denominated.............. Ps 14,221 Ps 9,730 68.4% 57.4% Ps 2,158
Dollar-denominated............ 226,535 2,095 0.9% 0.9% 403,788
Total. it i et eeeeeenn 240,756 11,825 4.9% 405,946
Investment securities (4)
Peso-denominated.............. 1,908,293 6,352 0.3% -6.3% 2,328,676
Dollar-denominated............ 1,663,565 (6,105) -0.4% -0.4% 1,719,568
Total. ottt t e e ee e et een 3,571,858 247 0.0% 4,048,244
Loans (3) (5)
Peso-denominated.............. 4,355,031 671,657 15.4% 7.9% 5,526,391
Dollar-denominated............ 1,046,841 54,455 5.2% 5.2% 1,485,688
Total. ittt e eeeeenn 5,401,872 726,112 13.4% 7,012,079
Total interest-earning assets
Peso-denominated.............. 6,277,545 687,739 11.0% 3.7% 7,857,225
Dollar-denominated............ 2,936,941 50,445 1.7% 1.7% 3,609,044
Total. .t i it eeeeeenn 9,214,486 738,184 8.0% 11,466,269
NON INTEREST-EARNING ASSETS:
Cash due from banks and
Central Bank
Peso-denominated.............. 386,770 463,495
Dollar-denominated............ 28,403 161,124
Total. et i et eeeeeenn 415,173 624,619
Allowance for loan losses
Peso-denominated.............. (250, 972) (293,112)
Dollar—-denominated............ (42,164) (69,455)
Total. ettt et e e i e e e eeen (293,136) (362,567)
Non-performing loans
Peso—-denominated.............. 130,228 85,318
Dollar—-denominated............ 44,536 17,063
Total. .ttt eeeeeenn 174,764 102,381
Customers' acceptances
Peso—-denominated.............. (3,799) 153,776
Dollar—-denominated............ 23,980 (127,673)
Total. ittt e eeeeenn 20,181 26,103
2004
AVERAGE AVERAGE
NOMINAL REAL
AVERAGE INTEREST INTEREST INTEREST
BALANCE EARNED RATE RATE
ASSETS (1)

76



Edgar Filing: BANCOLOMBIA SA - Form 20-F

INTEREST-EARNING ASSETS(2) :
Overnight funds

Peso-denominated.............. Ps 7,681 Ps 1,759 22.9% 16.5%
Dollar-denominated............ 332,953 5,414 1.6% 1.6%
Total. ettt e eeeeenn 340,634 7,173 2.1%
Investment securities (4)
Peso-denominated.............. 2,937,411 378,820 12.9% 7.0%
Dollar-denominated............ 1,654,701 153,697 9.3% 9.3%
Total. ettt et eeeeenn 4,592,112 532,517 11.6%
Loans (3) (5)
Peso-denominated.............. 7,043,820 1,040,049 14.8% 8.8%
Dollar-denominated............ 1,928,495 100,838 5.2% 5.2%
Total. it i ettt eeeeenn 8,972,315 1,140,887 12.7%
Total interest-earning assets
Peso-denominated.............. 9,988,912 1,420,628 14.2% 8.3%
Dollar-denominated............ 3,916,149 259,949 6.6% 6.6%
Total. et i et eeeeeenn 13,905,061 1,680,577 12.1%

NON INTEREST-EARNING ASSETS:
Cash due from banks and
Central Bank

Peso-denominated.............. 503,402
Dollar-denominated............ 205,868
Total. ettt et e ie e et een 709,270
Allowance for loan losses
Peso—-denominated.............. (335,539)
Dollar—-denominated............ (89,142)
Total. ettt et e e e e et e (424,081)
Non-performing loans
Peso-denominated.............. 86,024
Dollar-denominated............ 7,119
Total. ettt et e e e e e eeen 93,143
Customers' acceptances
Peso-denominated.............. 545,029
Dollar-denominated............ (487,565)
Total. ettt et e e e e e eeen 57,464
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AVERAGE BALANCE SHEET AND INCOME FROM INTEREST-EARNING ASSE
ENDED DECEMBER 31,

2002
AVERAGE AVERAGE
NOMINAL REAL
AVERAGE INTEREST INTEREST INTEREST AVERAGE
BALANCE EARNED RATE RATE BALANCE

(Ps million
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Accounts receivable, net
Peso-denominated..............
Dollar-denominated............

Foreclosed assets, net
Peso-denominated..............
Dollar-denominated............

Premises and equipment, net (5)
Peso-denominated..............
Dollar-denominated............

Total non interest-earning
assets
Peso-denominated..............

Total interest and non interest-—
earnings assets
Peso-denominated..............
Dollar-denominated............

TOTAL ASSETS. ...t

Accounts receivable, net
Peso-denominated..............
Dollar-denominated............

Foreclosed assets, net
Peso-denominated..............
Dollar-denominated............

Premises and equipment, net (5)
Peso-denominated..............
Dollar-denominated............

Other assets
Peso-denominated..............
Dollar-denominated............

166,091
6,801

172,892

74,314
1,050

490,785
152,897

643,682

671,958
85,997

757,955

1,665,375
301,500

1,966,875

7,942,920
3,238,441

AVERAGE
BALANCE

11,947

346,870
10,704

357,574

1,106,888

(7,523)

217,143
43,232

627,628
119,042

746,670

804,439
94,429

898,868

2,096,750
237,762

2,334,512

9,953,975
3,846,806

AVERAGE

INTEREST
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Total.. vttt 1,099,365
Total non interest-earning
assets
Peso-denominated.............. 2,415,274
Dollar-denominated............ (348,592)
Total.. vt 2,066,682

Total interest and non interest-—
earnings assets

Peso-denominated.............. 12,404,186 1,420,628
Dollar-denominated............ 3,567,557 259,949
TOTAL ASSETS. ..t veeeennen.. Ps 15,971,743 Ps 1,680,577

(1) Out of period items and adjustments have been included in the appropriate

line items as of the time they were received.

(2) Throughout this analysis, the nominal interest rate for the
dollar-denominated activity is also considered to be the real interest
rate, given that this activity originated outside of Colombia and would
not be impacted by the inflation and devaluation levels that would impact
domestic activity. Individual item's interest rate subtotals are based on
weighted averages using the average balances of the item.

(3) Includes performing loans only.

(4) Variation in the average nominal interest rate for 2003, reflect new
regulations issued by the Superintendency of Banking and effective as of
September 1, 2002. See note 2 (g) to the financial statements.

(5) On October 23, 2003, the Superintendency of Banking through its External
Circular 040, modified the treatment of financial leases. Since January 1,
2004, instead of recording financial leases as property, plant and
equipment, companies must account for them in their loan portfolio.
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AVERAGE BALANCE SHEET AND INTEREST PAID ON INTEREST-BEARING LI
ENDED DECEMBER 31,

2002
AVERAGE AVERAGE
NOMINAL REAL
AVERAGE INTEREST INTEREST INTEREST AVERAGE
BALANCE PAID RATE RATE BALANCE

(Ps million

LIABILITIES AND SHARE-HOLDERS'
EQUITY (1) (2) (3)

INTEREST-BEARING LIABILITIES:
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Checking deposits

Peso-denominated............ Ps 90,332 Ps 2,962 3.3% -3.4% Ps 154,098
Dollar-denominated.......... 576,933 10,013 1.7% 1.7% 851,005
Total..vooiiiiiiian.. 667,265 12,975 1.9% 1,005,103
Savings deposits
Peso-denominated............ 2,077,699 105,442 5.1% -1.8% 2,452,320
Dollar-denominated.......... 83,796 1,383 1.7% 1.7% 118,905
Total...ooiiiiiiian.. 2,161,495 106,825 4.9% 2,571,225
Time deposits
Peso-denominated............ 2,167,388 211,375 9.8% 2.6% 2,477,658
Dollar-denominated.......... 1,386,388 48,903 3.5% 3.5% 1,742,845
Total...ooiiiiiiiian.. 3,553,776 260,278 7.3% 4,220,503
Overnight funds
Peso-denominated............ 363,623 22,569 6.2% -0.7% 691,205
Dollar-denominated.......... 81,474 4,076 5.0% 5.0% 32,776
Total..vooiiiiiiian.. 445,097 26,645 6.0% 723,981
Borrowings from domestic
development banks
Peso-denominated............ 436,132 43,722 10.0% 2.8% 654,684
Dollar-denominated.......... 77,540 5,595 7.2% 7.2% 33,538
Total.. ... 513,672 49,317 9.6% 688,222
Interbank borrowings
Peso-denominated............ - - -
Dollar-denominated.......... 505,832 9,404 1.9% 1.9% 317,258
Total...ooiiiiiian.. 505,832 9,404 1.9% 1.9% 317,258
Long-term debt
Peso-denominated............ 20,776 779 3.7% -3.1% 64,299
Dollar-denominated.......... - - -
Total...ooiiiiiiian.. 20,776 779 3.7% 3.7% 64,299
Total interest-bearing
liabilities (4)
Peso-denominated............ 5,155,950 386,849 7.5% 0.5% 6,494,264
Dollar-denominated.......... 2,711,963 79,374 2.9% 2.9% 3,096,327
Total..vooiiiiiian.. 7,867,913 466,223 5.9% 9,590,591
2004

AVERAGE AVERAGE

NOMINAL REAL
AVERAGE INTEREST INTEREST INTEREST
BALANCE PAID RATE RATE
LIABILITIES AND SHARE-HOLDERS'
EQUITY (1) (2) (3)
INTEREST-BEARING LIABILITIES:
Checking deposits
Peso-denominated............ Ps 189,362 Ps 4,822 2.5% -2.8%
Dollar-denominated.......... 985,168 8,683 0.9% 0.9%
Total. e eeeeeenn 1,174,530 13,505 1.1%

Savings deposits
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Time deposits

Peso-denominated............
Dollar-denominated..........

Overnight funds

Peso-denominated............
Dollar-denominated..........

Borrowings from domestic
development banks

Peso-denominated............
Dollar-denominated..........

Interbank borrowings

Peso-denominated............
Dollar-denominated..........

Long-term debt

Peso-denominated............
Dollar-denominated..........

Total interest-bearing
liabilities (4)

Peso-denominated............
Dollar-denominated..........

NON-INTEREST-BEARING
LIABILITIES:
Checking accounts

Peso-denominated............
Dollar-denominated..........

2,886,563
133,130

3,019,693

2,672,930
1,592,067

4,264,997

802,920
61,501

864,421

777,871
8,491

786,362

312,969

312,969

443,522

443,522

7,773,168
3,093,326

10,866,494
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140,237
1,051

141,288

229,416
38,142

267,558

37,890
3,326

526,987
58,757

585,744
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-0.6%
0.8%
2.9%
2.4%

-0.7%
5.4%
3.7%
2.0%
2.4%
2.4%
3.6%
9.3%
1.2%
1.9%

AVERAGE BALANCE SHEET AND INTEREST PAID ON INTEREST-BEARING L
ENDED DECEMBER 31,

AVERAGE
BALANCE

1,437,429
21

1,437,450

INTEREST
PAID

AVERAGE

NOMINAL

INTEREST
RATE

AVERAGE
REAL
INTEREST

RATE

AVERAGE
BALANCE

(Ps millic

1,685,115

1,685,115
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Other deposits
Peso-denominated............
Dollar-denominated..........

Bank Acceptances Outstanding
Peso-denominated............
Dollar-denominated..........

Shareholders' equity
Peso-denominated............
Dollar-denominated..........

Total non-interest bearing
liabilities and
shareholders' equity (4)
Peso-denominated............
Dollar-denominated..........

Total interest and
non-interest bearing
liabilities and
shareholders' equity
Peso-denominated............
Dollar-denominated..........

TOTAL LIABILITIES AND
SHAREHOLDERS EQUITY

NON-INTEREST-BEARING
LIABILITIES:

Checking accounts
Peso-denominated............
Dollar-denominated..........

Other deposits
Peso-denominated............
Dollar-denominated..........

Bank Acceptances Outstanding
Peso-denominated............
Dollar-denominated..........

48,331
50,513

673,000
45,472

718,472

939,774
90,685

1,030,459

3,102,777
210,671

3,313,448

8,258,727
2,922,634

386,849
79,374

AVERAGE
BALANCE

1,926,334

1,926,334

79,552
107,589

187,141

6,758
40,039

2004
AVERAGE AVERAGE
NOMINAL REAL
INTEREST INTEREST INTEREST
PAID RATE RATE

64,013
63,641

127,654

3,477
28,973

821,364
36,127

857,491

1,130,654
376,826

1,507,480

3,704,623
505,567

4,210,190

10,198,887
3,601,894

82



Edgar Filing: BANCOLOMBIA SA - Form 20-F

Total...ooiiiiiiia... 46,797
Other liabilities
Peso-denominated............ 1,099,367
Dollar-denominated.......... 45,335
Total...ooiiiiiia... 1,144,702
Shareholders' equity
Peso-denominated............ 1,431,112
Dollar-denominated.......... 369,163
Total..vooiiiiiiian.. 1,800,275
Total non-interest bearing
liabilities and
shareholders' equity (4)
Peso-denominated............ 4,543,123
Dollar-denominated.......... 562,126
Total.. vttt 5,105,249

Total interest and
non-interest bearing
liabilities and

shareholders' equity

Peso-denominated............ 12,316,291 526,987

Dollar-denominated.......... 3,655,452 58,757
TOTAL LIABILITIES AND

SHAREHOLDERS EQUITY Ps 15,971,743 ©Ps 585,744

(1) Out of period items and adjustments have been included in the appropriate
line items as of the time they were received.

(2) Throughout this analysis, the nominal interest rate for the
dollar-denominated activity is also considered to be the real interest
rate, given that this activity originated outside of Colombia and would
not be impacted by the inflation and devaluation levels that would impact
domestic activity. Individual item's interest rate subtotals are based on
weighted averages using the average balances of the item.

(3) Includes performing loans only.

(4) Interest income and expense resulting from inflation adjustments are

distributed among the individual asset/liability items for the
determining the nominal and real interest rates.

73

purpose of

CHANGES IN NET INTEREST INCOME AND EXPENSES —-- VOLUME AND RATE ANALYSIS

The following table allocates,
in the Bank's net interest income to changes in average volume,
nominal rates and the net variance caused by changes in both average
nominal rate for the fiscal year ended December 31, 2004 compared to
year ended December 31, 2003; and the fiscal year ended December 31,
compared to the fiscal year ended December 31, 2002. Volume and rate
have been calculated based on movements in average balances over the
changes in nominal interest rates on average interest-earning assets

by currency of denomination,
changes in

changes

volume and
the fiscal
2003
variances
period and
and average
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interest-bearing liabilities.

Net changes attributable to changes in both volume

and interest rate have been allocated to the change due to changes in volume.

INTEREST-EARNING ASSETS:
Overnight funds
Peso-denominated

Dollar-denominated............

Loans

Total interest-earning assets

Peso-denominated..............
Dollar-denominated............

INTEREST-BEARING LIABILITIES:
Checking deposits

Peso-denominated..............
Dollar-denominated............

Savings deposits

Peso-denominated..............
Dollar-denominated............

Time deposits

Peso-denominated..............
Dollar-denominated............

Overnight funds

Peso-denominated..............
Dollar-denominated............

Borrowings from domestic
development banks

Peso-denominated..............
Dollar-denominated............

INCREASE

2002-2003
(DECREASE)
DUE TO CHANGES IN:

2003-2004

INCREASE (DECRE
DUE TO CHANGES

NET
VOLUME RATE CHANGE VOLUME RATE
(Ps million)

Ps (89) Ps (9,625) Ps (9,714) Ps 1,265 Ps 478
2,084 568 2,652 (1,152) 1,819
1,995 (9,057) (7,062) 113 2,297

57,480 254,572 312,052 78,505 (18,089
5,156 159,265 164,421 (6,025) 1,406
62,636 413,837 476,473 72,480 (16,683
180,045 (2,261) 177,784 224,055 (33,447
20,479 (5,603) 14,876 23,154 8,353
200,524 (7,864) 192,660 247,209 (25,094
237,436 242,686 480,122 303,825 (51,058
27,719 154,230 181,949 15,977 11,578
Ps 265,155 Ps 396,916 Ps 662,071 Ps 319,802 Ps (39,480
Ps 1,488 Ps (854) Ps 634 Ps 898 Ps 328
2,585 (4,572) (1,987) 1,182 (525
4,073 (5,426) (1,353) 2,080 (197
17,243 (9,810) 7,433 21,097 6,265
323 (613) (290) 112 (154
17,566 (10,423) 7,143 21,209 6,111
25,156 (35,650) (10,494) 16,760 11,775
10,028 (9,901) 127 (3,612) (7,276
35,184 (45,551) (10,367) 13,148 4,499
16,705 (4,027) 12,678 5,272 (2,629
(4,719) 3,819 (900) 1,553 (1,403
11,986 (208) 11,778 6,825 (4,032
19,207 (5,392) 13,815 11,621 4,225
(1,2006) (3,470) (4,676) (490) (263
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Total.. ..o, 18,001 (8,862) 9,139 11,131 3,962
74
2002-2003 2003-2004
INCREASE (DECREASE) INCREASE (DECREASE
DUE TO CHANGES IN: DUE TO CHANGES IN
NET
VOLUME RATE CHANGE VOLUME RATE

Interbank borrowings
Peso-denominated.............. - - - - -

Dollar-denominated............ (3,1406) (965) (4,111) (101) 2,197

Total. ettt e eeeeenn (3,1406) (965) (4,111) (101) 2,197
Long-term debt

Peso—-denominated.............. 1,922 139 2,061 35,260 3,139

Dollar-denominated............ - - - - -

Total. it i ettt eeeeenn 1,922 139 2,001 35,260 3,139
Total interest-bearing
liabilities
Peso-denominated.............. 81,721 (55,594) 26,127 90,908 23,103
Dollar—-denominated............ 3,865 (15,702) (11,837) (1,3506) (7,424)
TOTAL . et ettt eeeeeeneennn Ps 85,586 Ps (71,296) Ps 14,290 Ps 89,552 Ps 15,679
INTEREST-EARNING ASSETS —-— NET INTEREST MARGIN AND SPREAD

The following table analyzes the levels of average interest-earning
assets and net interest income of the Bank and illustrates the comparative net
interest margin and interest spread obtained for the fiscal years ended December
31, 2002, 2003 and 2004, respectively.

INTEREST-EARNING ASSETS—-YIELD SPREAD FOR THE FI
YEAR ENDED DECEMBER 31,

(in millions of pesos, except percentag

Total average interest-earning assets

Peso-denominated. . ..o u ittt ittt eeneenneenn Ps 6,277,545 Ps 7,857,225 Ps 9,988
Dollar-denominated. .. ...t iiiinetneennnnnn 2,936,941 3,609,044 3,916
TOT AL e ¢ttt e e e e e et eee et eeeeeeenaaeeenenens Ps 9,214,486 Ps 11,466,269 Ps 13,905

Net interest earned(1l)
Peso-denominated. . . ..o u ittt ittt tneennennn Ps 300,890 Ps 754,885 Ps 893
Dollar—-denominated. ... ...t ennn. (28,929) 164,857 201
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TOT AL e ¢ vttt e e e e et eeeee e eeeeeeeanaeeensnens Ps 271,961 Ps 919,742 Ps
Average yield on interest-earning assets
Peso-denominated. .. ...ttt nennnn 11.0% 14.9%
Dollar-denominated...... ..t eennnn 1.7% 6.4%
TOT AL e ¢ vt e e e e e e et eee et eeeeeeennaeeensnens 8.0% 12.2%
Net interest margin(2)
Peso-denominated. .. ...ttt ennnn 4.8% 9.6%
Dollar—-denominated. . ... ..ttt ennnn. (1.0)% 4.6%
TOT ALt ¢ttt e e e e e et eeee e eeeeeeennaeaenenens 3.0% 8.0%
Interest spread(3)
Peso-denominated. .. ...ttt ennnn 3.5% 8.5%
Dollar—-denominated. . ... ..t ennnn. (1.2)% 4.3%
TOT AL e ¢ vttt e e e e et eee et eeeeeeennaeaeneeens 2.1% 7.2%
(1) Net interest earned is interest income less interest paid and includes

interest earned on investments.

(2) Net interest margin is net interest income divided by total average
interest-earning assets.

(3) Interest spread is the difference between the average yield on
interest-earning assets and the average rate paid on interest-bearing
liabilities.
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E.2. INVESTMENT PORTFOLIO

The Bank acquires and holds investment securities for liquidity and
other strategic purposes, or when it is required by law, including fixed income
debt and equity securities.

As of September 1, 2002, investments had to be classified as
"trading," "available for sale" or "held to maturity." Trading investments are
those acquired primarily to obtain profits from fluctuations in short-term
prices, and are recorded at market value. The difference between current and
previous market value is added to or subtracted from the value of the investment
and credited or charged to earnings. "Available for sale" investments are those
held for at least one year (except for Bancolombia Panama's "available for sale"
investments, which have no term restrictions) and they are recorded at market
value with changes to the values of these securities recorded in a separate
account in the equity section. "Held to maturity" investments are those acquired
to be held until maturity and are valued at amortized cost. As of December 31,
2004, the value of BC's dollar- and peso-denominated portfolio on a consolidated
basis was Ps 4,917,853 million.

Investments are fully reviewed in June and December and partially
reviewed in March and September of each year for impairment by considering the
related solvency risk, market exposure, currency exchange and country risk.
Investment securities with a rating by external agencies recognized by the
Superintendency of Banking cannot be recorded on the balance sheet of the Bank
for an amount higher than certain percentages of the face value (shown in the
table below), including the accrued income or excluding returns received in an
anticipated manner. Depending on the results of the review and on the likelihood
of loss of the investment, allowances are recorded for 10% to 100% of the cost
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of the investment, and for 100% of accrued income.

LONG - TERM CLASSIFICATION MAXIMUM FACE VALUE (%)
BB+, BB, BB- Ninety (90)

B+, B, B- Seventy (70)

C Fifty (50)

D, E zZero (0)

Allowances for investment securities for which no computation
methods have been provided by the Superintendency of Banking are calculated
based on other methods. If there are no such methods, the solvency risk levels,
as defined by the Superintendency of Banking, have to be used: "A"- Normal, "B"-
Subnormal, "C"- Deficient, "D"- Doubtful Recovery, and "E"- Unrecoverable. Fixed
rate or variable rate investments classified in categories B, C, D and E cannot
be recorded on the balance sheet of the Bank for an amount higher than 80%, 60%,
40% and 0%, respectively, of the face value, including the accrued income or
excluding returns received in an anticipated manner. Furthermore, an equity
investment's net value cannot be recorded on the balance sheet of the Bank for
an amount higher than 80%, 60%, 40% and 0% of the purchase cost, respectively.

Internal or external debt securities issued or guaranteed by the
Republic of Colombia are not subject to this adjustment, as well as those issued
by the Central Bank and those issued or guaranteed by Fogafin.
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As of December 2004, BC has not created a provision for any
investment debt securities, except for six securities which provisions amounted
to Ps 4,939 million.

The following table sets forth the Bank's fair value of investments

in government and corporate securities and certain other financial investments
as of the dates indicated:

AS OF DECEMBER 31,

(in millions of pesos)

DOLLAR-DENOMINATED

Securities issued by the Colombian Government............. Ps 1,322,471 Ps 1,303,377 8

Euronotes and EUrobonds . . v v ittt ittt ittt eeeeeeeneeanns 373,339 297,906 3

Securities issued by foreign governments (3).............. - 87,109

(05 o L o= 92,169 98,324 2
[ B o oo X it B P 1,787,979 1,786,716 1,3

PESO-DENOMINATED

Securities issued by the Colombian Government............. 1,692,817 1,887,881 2,9
Securities issued by the Central Bank..................... 11,767 6,815
Securities issued by government entities.................. 134,519 107,479
Securities issued by other financial entities............. 261,266 282,187 4
(05 o L o= 201,337 91, 342 1

87



Edgar Filing: BANCOLOMBIA SA - Form 20-F

1S 15U @ i it O

Includes debt securities only. The Bank's total long-term investments,
in equity securities were Ps 253,774 million, Ps 174,304 million and Ps
332,358 million for 2002, 2003 and 2004, respectively.

net

These amounts are net of allowances for decline in value which were Ps
10,313 million for 2002, Ps 9,171 million for 2003 and Ps 4,939 million
for 2004.

As of December 31, 2003, BC holds one security issued by the U.S. Treasury
Department for Ps 78,544 million (US$ 27,979,448) and one security issued
by the Republic of El1 Salvador for Ps 8,565 million (US$ 3,051,198).
INVESTMENT SECURITIES PORTFOLIO MATURITY

The following table analyzes the remaining maturities and weighted
average nominal yields of the Bank's investment securities as of December 31,

2004:
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AS OF DECEMBER 31,

2004

MATURING AFT
YEARS THROU
YEARS

LESS

THROUGH FIVE YEARS

MATURING AFTER ONE YEAR

(in millions of pesos,

DOLLAR-DENOMINATED :

Securities issued by

the Colombian

government.......eeeeennnnn. Ps 491,085 3.50% Ps 273,670 5.98%
Euronotes and Eurobonds....... 102,717 5.07% 223,817 4.39%
Securities issued by

foreign governments......... - - - -
OLthers. ...t eeeeenn 59,530 3.57% 132,154 3.77%

Subtotal........ooeeiiinnn. 653,332 3.76% 629,641 4.95%

PESO-DENOMINATED
Securities issued by the

Colombian government........ 429,076 7.81% 1,949,333 10.60%
Securities issued by the

Central Bank................ 4,102 1.24% 88 8.67%
Securities issued by the

government entities......... 1,366 7.83% 19,173 9.19%

Ps 36,725

512,956

16,474

88
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Securities issued by

other financial entities.... 160,566 8.96% 217,266 9.09% 79,546
Others....... ... . 3,051 3.09% 70,562 7.55% 84,365
Subtotal................... 598,161 8.055 2,256,422  10.34% 693,341
TOTAL. ..o bs 1,251,493 bs 2,886,063 bs 743,673
TOTAL
BALANCE(1)  YIELD %(2)

DOLLAR-DENOMINATED :

Securities issued by
the Colombian

government.......oeeeeennnnn. Ps 805,602 4.60%
Euronotes and Eurobonds....... 326,534 4.60%

Securities issued by
foreign governments......... - -

Others........ ... . . 210,317 3.93%
Subtotal.................... 1,342,453 4.50%

PESO-DENOMINATED
Securities issued by the

Colombian government........ 2,900,305 10.50%
Securities issued by the

Central Bank.........o..o... 4,190 1.40%
Securities issued by

government entities......... 45,806 11.08%
Securities issued by

other financial entities.... 457,378 8.85%
Others. ...t eeieenn 167,721 8.82%

Subtotal........ooeiiinn. 3,575,400 10.21%

TOTAL . o ettt e e e e e eeeeeeeennn Ps 4,917,853

(1) These amounts are net of allowances for decline in value which were Ps

4,939 million in 2004.

(2) Yield was calculated using internal return rate (IRR) as of December 31,
2004.

As of December 31, 2004, the Bank had the following investment that
exceeded 10% of its shareholders' equity:

FAIR VALUE AMORTIZED COST
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(Ps million)

Securities issued or secured by
Colombian government Ps 3,705,907 Ps 3,635,582

BC increased the diversification, decreased the size, and shortened
the duration of the dollar denominated portfolio in response to a less positive
outlook for dollar denominated securities in the fixed income market during
2005.

During 2004, BC increased the amount of its peso denominated
portfolio to Ps 3,575 billion, keeping participation in securities issued by the
Colombian government at 81%. As part of BC's strategy to further stabilize its
income, the amount of the portfolio classified as available for sale was
increased.

78
E.3. LOAN PORTFOLIO

In March of 2002, the Colombian Superintendency of Banking, through
its External Circular 011, introduced new modifications to Chapter II of the
External Circular 100 of 1995 ("Basic Accounting Circular"), related to credit
risk management. This norm establishes the general principles and criteria that
institutions must adopt in order to maintain adequately evaluated credit risks
associated with the loan portfolio. It also defines credit categories,
determines qualifications that must be granted to such operations according to
their perceived risk, establishes the frequency with which these qualifications
should be reviewed, stipulates the re-qualification mechanisms, provides
instructions on the accounting criteria and provisions to be made and on the
content and frequency of the reports to be submitted to the Superintendency of
Banking, and fixes internal control mechanisms that institutions must adopt to
assure the adequate fulfillment of this regulation.

The current regulations also require that institutions develop a
system for the management of credit risk (SARC, for its initials in Spanish),
establishing strategies, policies, methods, processes and structures for the
evaluation, monitoring, and control of credit risk. See Item 4. Information on
the Company - E. Selected Statistical Information - E.4. Summary of Loan Loss
Experience - New Provision System (or Credit Risk Management System - "SARC").

The Bank classifies its loan portfolio into the following
categories:

— Corporate loans, which include loans to medium and large
corporations;

- Retail loans, which include loans to individuals, such as
personal lines of credit, vehicle loans and credit card loans,
small business loans;

- Financial leases; and
- Mortgage loans, which consist primarily of mortgage loans to
BC employees and a small number of mortgage loans made to

customers of the former Banco de Colombia.

The following table shows the Bank's loan portfolio classified into
corporate, retail and mortgage loans:
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AS OF DECEMBER 31,

(Ps million)

CORPORATE
Trade financing ...........ieieeon.. Ps 92,213 Ps 95,649 Ps 166,620 P
Loans funded by domestic development
banks ... e e 303,718 292,609 376,378
Working capital loans .............. 3,053,580 3,040,469 3,650,585
Credit cards ...ttt it iiinnnnn 4,446 3,892 5,218
Overdrafts ...iiiinn ittt ennnnnn 51,132 22,755 48,591
Other ... .. i i - 22,886 -
Total corporate ........ccueee... 3,505,089 3,478,260 4,247,392
79
AS OF DECEMBER 3
2000 2001 2002
(Ps million)
RETAIL (1)
Credit cards ......oiiiiiiiiiiiiinne.n. 199,351 231,965 254,876
Personal 1OaAnsS e teweeneeneeoneennnn 354,223 457,677 561,558
Vehicle 10aANS . i ittt it iiieeeeaennn 32,270 15,713 24,476
Overdrafts .. ittt ettt it ie e 58,128 73,372 68,490
Loans funded by domestic development
banks ... e e 79,430 138,415 276,157
Trade financing .........c.ceiiieeeennnnn 25,403 38,643 28,112
Working capital loans .........coeee.o... 824,899 881,649 698,160
Total retail ................. 1,573,704 1,837,434 1,911,829
FINANCIAL LEASES (2) vttt tmeneeeeeenennn - - -
MORTGAGE 4 ittt ettt ettt eeeeeeeeanaeeeeeenenns 33,278 34,511 38,094
TOTAL LOANS i i i eiieeeeennnnnn 5,112,071 5,350,205 6,197,315
Allowance for loan 10SSES .+t iv ittt (285,565) (271,729) (332,324)
TOTAL LOANS, NET ........0.... Ps 4,826,506 Ps 5,078,476 Ps 5,864,991
(1) Includes loans to high-income individuals and small companies.
(2) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1, 2004.
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In 2004, the Bank's total loan portfolio increased 24.98% to Ps
10,035,239 million from Ps 8,029,668 million in 2003, due primarily to the
recovery of the Colombian economy and the Bank's strategic targeting of
additional market segments discussed in Item 5. Operating and Financial Review
and Prospects - A. Operating Results - A.2. Impact of Economic, Fiscal and
Monetary Policies or Political. The Bank's total loan portfolio increased 29.57%
in 2003 to Ps 8,029,668 million from Ps 6,197,315 million in 2002 due to a
recovery of the Colombian economy.

In 2004, total corporate loans increased 2.69% to Ps 5,413,956
million due primarily to a 95.05% increase in loans funded by domestic
development banks and a 69.56% increase in trade financing loans. In 2003,
corporate loans increased 24.13% to Ps 5,272,290 million from Ps 4,247,392

total

million in 2002, due primarily to a 28.39% increase in working capital loans. As
of December 31, 2002, 2003 and 2004 total corporate loans represented 69%, 66%

and 54% respectively, of the Bank's total loan portfolio.

Total retail loans increased 36.02% in 2004 to Ps 3,685,066 million,
due primarily to a 36.37% increase in personal loans, a 66.16% increase in
vehicle loans and a 44.24% increase in working capital loans. In 2003, total
retail loans increased 41.71% to Ps 2,709,217 million from Ps 1,911,829 million
in 2002, due primarily to a 45.11% increase in personal loans, a 838.6% increase
in vehicle loans and a 28.66% increase in working capital loans. As of December
31, 2002, 2003 and 2004 retail loans represented 31%, 34% and 37% respectively,
of the Bank's total loan portfolio.

As of December 31, 2004, the aggregate outstanding principal amount
of the Bank's 25 largest borrowing relationships represented approximately
17.87% of the total loan portfolio, and no single borrowing relationship
represented more than 5.73% of the total loan portfolio. Approximately 42.37% of

such loans are denominated in foreign currencies (U.S. dollars). 100% of these
loans are corporate and, as of December 31, 2004, 87.39% of these relationships
were classified as "A" loans, 4.78% as "B" and 7.83% as "D."
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MATURITY AND INTEREST RATE SENSITIVITY OF LOANS

The following table shows the maturities of the Bank's loan portfolio:

DUE IN ONE
YEAR OR LESS

PESO-DENOMINATED LOANS AND FINANCIAL LEASES:
CORPORATE

Trade finanCing ... ittt ittt ettt e ettt e eeeeeee e eeaannn Ps 50,969
Loans funded by domestic development banks ................ 43,896
Working capital 1oansS ... i it iii ittt ittt eeaneeeeneens 1,216,710
Credit CaArds v it ittt ittt ittt ettt ettt ettt e 2,397
(@ AT o= s = T 57,538
O o -

Total COTrPOTrate ittt ittt et ettt ettt e et e eaeeeeeeeens 1,371,510

AS OF DECEMBER

DUE AFTER ONE
YEAR THROUGH
FIVE YEARS

(Ps milli

Ps -
123,108
1,297,001
19,772
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RETAIL (1)

Credit CArds ittt ittt et e e e e e et ettt e e e
PerSONal L1OANS i ittt it e e ettt eneeeeeeeeeaeeeeeeeenneeeens
VehicCle 10aNS &t ittt ittt et e ettt et ettt eeeeeeeeeeanens
OVerdraft s & ittt ittt i e e e e e e e e e e e e e e e
Loans funded by domestic development banks ................
Trade financCing ...ttt ittt ittt et et ettt et eeee e
Working capital 1oansS ... ittt i ittt it teeeeeeeeeeaaeeeeneens

Total retaill ...ttt e e e e e e e e e e e e

FINANCIAL LEASE S ittt ittt it ittt ettt aaeeeesseeenaeeesnennnas
S S

TOTAL PESO-DENOMINATED LOANS AND FINANCIAL
]

DOLLAR-DENOMINATED LOANS AND FINANCIAL LEASES
CORPORATE

Trade finanCing ...ttt ittt ittt et e ettt et e eeeeee e e
Loans funded by domestic development banks ................
Working capital 1oansS .. i it iii ittt ettt eeanaeeeneens
Credit Cards ittt i i ittt et i i e e e e
Overdrafts ittt i e e e e i i e e e
O o

Total COrPOTrate ittt ittt et ettt et et ettt eaeeeeeeeens

RETAIL (1)

Credit CArds i ittt ittt et e e et e et ettt e e e
PerSONal L1OANS vttt ittt ettt eneeeeeeeeeaeeeeeeeenneeeens
VehicCle 10aNS &t ittt it ittt ettt et ettt eeeeeeeeeeaaens
OVerdraft s & ittt ittt e e e e e e e e e e e e e e
Loans funded by domestic development banks ................
Trade financCing ...ttt ittt ettt ettt e et e e
Working capital 1oansS ... i it ii it ittt ettt eeaaaeeeeeens

Total retaill ...ttt ettt e e e e e e e e

FINANCIAL LEASES (Z2) vttt it ittt ittt ittt ettt it iie e
S S

TOTAL DOLLAR-DENOMINATED LOANS AND FINANCIAL LEASES .........

had a maturity of one year or less.

TOTAL LOANS AND FINANCIAL LEASES ...ttt enn.

49,048
141,680
18,603
89,867
46,125
35,252
549,147

Ps 2,328,559

297,853
959,550
362,192

271,627

638,853

585,342
3,802

Ps 4,559,100

Ps 171,393
22,081
571,900

290

18,962

Ps -
547,247
490,125

2,189

Includes loans to high-income individuals and small companies.

Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1,

2004.

As of December 31, 2004, approximately 31.89% of the Bank's loans

The Bank's policy is not to automatically

roll over an existing loan without a thorough credit analysis of the borrower.
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The following table shows the interest rate sensitivity of the
Bank's loan portfolio due after one year and within one year or less as of

December 31, 2004:

LOANS AND FINANCIAL LEASES DUE AFTER ONE YEAR:

VARIABLE RATE

LOANS AND FINANCIAL LEASES DUE IN ONE YEAR
OR LESS:

AS OF DECEMBER 31,

(Ps million)

Ps 4,951,855

(1) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1,

LOANS BY ECONOMIC ACTIVITY

The following table analyzes the Bank's loan portfolio for the
periods indicated by the principal activity of the borrower using the Primary

Standard Industrial Classification Codes. Where the Bank has not assigned a code
to a borrower, classification of the loan has been made based on the purpose of

the loan as described by the borrower:

AS OF DECEMBER 31,

2000 %

Agricultural................ Ps 100,346 2.0%
Mining products and oil..... 10,199 0.2%
Food, beverage and tobacco.. 449,171 8.8%
Chemical production......... 264,633 5.2%
Other industrial and

manufacturing products.... 816,477 16.0%
Government . ......eueeeeeeenn. 657,050 12.8%
Construction................ 160,095 3.1%

oL OoODN
O W o U

o° o o o

Sy O

o° o o

135,554
103, 624
174,818
11,453

1,738,250

152,453
163,755

= 0o JN
o o° o oP

o N DN

)
o x> O

o° o oe

183,293
84,414
133,859
174

1,929,007

836,832
180, 704
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Trade and tourism........... 731,099 14.3% 712,333 13.3% 816,090 13.2% 893,729
Transportation and
communications............ 213,519 4.2% 302,100 5.6% 299,184 4.8% 408,285
Public services............. 297,329 5.8% 284,031 5.3% 464,054 7.5% 472,451
Consumer services........... 303,937 5.9% 1,619,689 30.5% 1,840,735 29.9% 2,380,162
Commercial services......... 1,108,216 21.7% 360,244 6.7% 297,345 4.8% 526,758
TOTAL LOANS AND
FINANCIAL LEASES....... Ps5,112,071 100.0% Ps5,350,205 100.0% Ps6,197,315 100.0% Ps8,029, 668
(1) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1, 2004.
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POLICIES FOR THE GRANTING AND REVIEW OF CREDITS

The Bank's credit standards and policies aim to achieve a high level
of credit quality in the Bank's loan portfolio, efficiency in the processing of
loans and the specific assignment of responsibilities for credit risk.

To maintain credit quality and manage the risk arising from its
lending activities, the Bank has established general loan policies for
evaluation of credits, lending limits to a single customer or economic group
that conform to those required by law, the level of management authority
required to approve a loan, maximum terms of loans, and collateral required for
certain types of loans and their valuation. In addition, the Bank has
established a centralized area for credit analysis, the disbursement process and
the management and custody of promissory notes and guarantees.

BC's policies require every credit to be analyzed using the
following factors: the character, reputation and credit history of the borrower,
the type of business the borrower engages in, the borrower's ability to repay
the loan, the coverage and suitability of the proposed collateral for the loan,
information received from the credit risk center, debt serviceability and
compliance with the loan terms and the country risk where the debtor is
headquartered in the event of overseas credits.

In addition to an analysis of the borrower, the Bank engages in the
analysis of the different economic sectors to which the Bank makes loans and has
established guidelines for financial analysis of the borrower and for
participation in investment projects in and outside Colombia. The Bank applies
the lending limits established under Colombian law, which require that:

- uncollateralized loans to a single customer or economic group
not to exceed 10% of the Bank's (unconsolidated) Technical
Capital (the Bank's largest such loan as of December 31, 2004
is for Ps 86,882 million, which represents 6.06% of the Bank's
(unconsolidated) Technical Capital as of that date and is
current and performing in accordance with its terms);

— collateralized loans to a single customer or economic group
not to exceed 25% of the Bank's (unconsolidated) Technical
Capital (the Bank's largest such loan as of December 31, 2004
is for Ps 109,079 million, which represents 7.61% of the
Bank's (unconsolidated) Technical Capital as of that date and
is current and performing in accordance with its terms);
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— a loan to a shareholder of the Bank, with a share exceeding
20% of the Bank's Capital, may not exceed 20% of the Bank's
(unconsolidated) Technical Capital (no shareholders own more
than 20% of the Bank as of December 31, 2004); and

- a loan to a financial institution may not exceed 30% of the
Bank's (unconsolidated) Technical Capital (the Banks' largest
such loan as of December 31, 2004 is for Ps 19,095 million,
which represents 1.33% of the Bank's (unconsolidated)
Technical Capital as of that date and is current and
performing in accordance with its terms).

In general, the term of a loan will depend on the type of guarantee,
the credit history of the borrower and the purpose of the loan, averaging in
length from one to five years.
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Loan applications, depending on their amount, are presented for
approval to branch managers, the zone or regional managers, the vice presidents,
the President, the Credit Committee and the Board of Directors of BC. In
general, loan application decisions are made by the Bank's management in the
corresponding committee. Loan applications up to a maximum of 200 SMLV or Ps
71.6 million (approximately US$ 29,961) must also be submitted for approval to
the Bank's centralized credit scoring area.

The following table sets forth the size limits for loan application
approval by authorization level as established by the Board of Directors of BC:

MAXIMUM LOAN APPROVAL LIMITS (1)

UNSECURED LOANS (2) SECURED LOANS
(U.S. dollar) (Ps million) (U.S. dollar) (Ps million)
AUTHORIZATION LEVEL:
Branch Managers........ceeeeee... 13,056 31 21,760 52
Z0N€e ManNagerS. . .e e eeeeeeeeeeennn 138,090 330 230,150 550
Regional Managers Corporate
Banking........... ... ... ... 1,154,933 2,760 1,924,888 4,600
Middle-corporate and Personal
Banking Regional Managers.... 1,004,289 2,400 1,673,815 4,000
Middle-corporate and Personal
Banking Vice Presidents(3)... 2,887,331 6,900 4,812,219 11,500
Corporate Banking, Financial and
International Vice
Presidents(3).............. 2,887,331 6,900 4,812,219 11,500
President............. ... ..., 2,887,331 6,900 4,812,219 11,500
All loans, other than those All loans, other than
requiring the approval of those requiring the
the Board of Directors, approval of the Board of
within the limits Directors, within the
Credit Committee................ established by law. 1limits established by law.
(1) Approval limits are measured in nominal pesos or their equivalent in

dollars.
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(2) Includes loans with a personal guarantee.

(3) Vice Presidents approval limits are established depending on the borrower
credit risk level. The amounts set in the table below are established to
grant loans to borrowers with the lowest credit risk level, the approval
limits decrease as the borrower credit risk level increase.

Loans to employees and affiliates of the Bank must be approved by
the Board of Directors, which has the authority to grant loans in any principal
amount subject to the Bank's legal lending limit. Approval at each level also
requires the agreement of each lower level of the approval hierarchy. For
example, a loan approval by regional managers would also require approval from
the branch managers.

The Bank has established policies for the valuation of collateral
received as well as for the determination of the maximum loan amount that can be
granted against the value of the collateral. The Bank undertakes periodically a
valuation of collateral held as security for loans. In addition, when a loan
becomes 60 days past due, the loan is given to a specialized division where
various steps are taken to recover the loan. The Asset Recovery Division may,
acting in coordination with the Commercial area, begin a recovery process before
the 60-day past due date.

With respect to monitoring outstanding loans, the Bank, in
accordance with the requirements of the Superintendency of Banking, has
implemented, through the creation of regional committees and a central
qualification office, a review policy providing for a biannual evaluation,
during the months of May and November of all debtors whose indebtedness for the
various credit facilities exceeds 300 SMLV (Ps 107.4 million). Additionally, all
the Bank's loans are evaluated monthly based on the days they are
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past due. When reviewing loans, BC evaluates and updates their risk
classification and makes corresponding adjustment in the provision, if needed.
When monitoring outstanding loans, the Bank examines current financial
statements including, for material loans with a term greater than one year,
current cash flow statements. The Bank centralized its credit review process
through its information systems, including the necessary adjustments of credit
scoring for personal lines of credit. In addition, the Bank keeps track of the
loans reviewed every month and carries out a credit audit process that reviews
the 200 largest debtors and randomly reviews a selection of its other debtors.

CLASSIFICATION OF THE LOAN PORTFOLIO

As indicated by External Circular 011 of March 2002, for purposes of
classifying loans, the Bank first determines whether the loan has become due and
then classifies the loan according to the number of days past due. In addition,
whether or not a loan is past due, the Bank analyzes loans to determine if there
are "potential weaknesses," "deficiencies" or "serious deficiencies" based on
the existence and magnitude of the following factors:

- the expected ability of payment of a debtor and co-debtor, or
the project to be financed, analyzing the income flow and
expenses;

— the debtor's solvency, through variables such as the level of
indebtedness and the quality and composition of the debtor's
and/or project's assets, liabilities, equity and
contingencies;
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— information on the debtor's current and past compliance with
obligations;

— the timely payment of all installments as well as the
financial and credit-based history as shown by risk controls
and risk classifiers of the debtor or any other relevant
source;

- the number of times that the loan has been restructured and
the nature of the respective restructuring(s);

— the possible effects of the financial risks that the cash flow
of the debtor and/or the project to be financed may be exposed
to; these include:

—— Possible market gaps of currencies, maturities and interest
rates in the balance sheet structure and in off-balance
sheet operations, such as financial derivatives;

—-— for those loans with variable rates or rates indexed to UVR
or another index, projections, and possible scenarios for
the evolution of payments according to estimates of
interest rates, foreign exchange rates, inflation, and
other variables that may directly affect the payment of
debt;

—-— for loans denominated in foreign currencies, the market
risk derived from the volatility of the corresponding
exchange rates and its possible impact on the debtor's
ability to pay; for loans made abroad, an in-house and
market analysis of the risk of the country where the debtor
is domiciled to identify the risks of transfer and exchange
of the currencies required to serve the loan and the legal,
operating and strategic risks of spreading the ability to
pay of the debtor or the project to be financed may be
exposed to.
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CREDIT CATEGORIES

For the purpose of credit risk evaluation, application of accounting
regulations, and constitution of provisions in accordance with External Circular
011, the Superintendency of Banking requires banking institutions to classify
their credit portfolio into four categories: consumer loans, small business
loans, mortgages and commercial loans.

— Consumer loans are loans granted to individuals for the
purpose of financing the acquisition of consumer goods or the
payment of services for non-commercial or non-corporate
objects.

— Small business loans are loans granted to very small
corporations with indebtedness levels with the corresponding
entity not higher than 25 SMLV (Ps 8.9 million) (a small
corporation is every unit of economic exploitation, whether
individual or corporation, in entrepreneurial, farming and
livestock, industrial, commercial or utilities activities,
rural or urban, with a staff no larger than 10 workers and
with total assets lower than 501 SMLV (Ps 179.4 million)).
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- Mortgages are loans of any amount granted to individuals to
acquire new or used homes or for the construction of
individual homes.

— Commercial loans are all loans, except mortgage, consumer and
small business loans, as defined above (includes ordinary,
preferential and treasury loans).

in accordance with External Circulars 022 and
financial leases make up part of the loan
Nevertheless, BC
to present these operations as an independent line on its balance

In accordance with the foregoing, when we make

it should be understood to include financial

From January 1, 2004,

leases unless we otherwise state.

31, 2003,

As of December 31,
Ps 7,353,956 million,
BC's commercial loan
was an increase of 26.92%

2004, BC's commercial loan portfolio amounted to
increase from December 31, 2003. As of December
portfolio amounted to Ps 6,624,494 million, which
December 31, 2002.

a 11.01%
from

The following table shows the Bank's loan portfolio categorized in

accordance with the regulations of the Superintendency of Banking in effect for
the relevant periods:

Commercial Loans
Consumer Loans

Mortgages (1)

TOTAL LOANS AND FINANCIAL

LEASES

Allowance for Loans and

Financial Lease Losses

TOTAL LOANS AND FINANCIAL

86
LOAN PORTFOLIO BY TYPE OF LOAN
AS OF DECEMBER 31,
2000 (2) 2001 (2) 2002 (3) 2003
(Ps million)
.......... Ps 4,286,220 Ps 4,354,031 Ps 5,219,460 Ps 6,624,494
............ 792,573 961,663 870,898 1,273,159
Small Business Loans ...... - - 68,863 83,854
Financial Leases(4) ....... - - - -
.............. 33,278 34,511 38,094 48,161
............... 5,112,071 5,350,205 6,197,315 8,029,668
285,565 271,729 332,324 387,263
NET .......... Ps 4,826,506 Ps 5,078,476 Ps 5,864,991 Ps 7,642,405

LEASES,

Ps 7,353,956
1,655,066
90,000
880,110
56,107

10,035,239

434,378

This category was established by the Superintendency of Banking in
External Circular 050 of 2001.

For 2000 and until 2001, a different regulation was in force
(External Circular 039 of 1999 and External Circular 070 of 2000)
regarding the criteria for the establishment of credit categories.
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(3) External Circular 050 of 2001, which was ratified by External
Circular 011 of 2002, modified criteria to classify loans in
commercial, consumer, small business and mortgage, establishing that
the classification should be based on the loan destination and not
based on the amount as it was in previous years.

(4) Includes financial leases, according to regulations issued by the
Superintendency of Banking and effective as of January 1, 2004.

External Circular 011 of 2002 provides the following minimum risk
classifications, according to the past due days of the obligation:

Category A or "Normal Risk": Loans and financial leases in this
category are appropriately serviced (not past due). The debtor's financial
statements or its projected cash flows, as well as all other credit information
are available to the Bank, reflect adequate paying capacity. The following loans
would fall into this category:

LOAN TYPE NUMBER OF MONTHS PAST DUE
Mortgage from 0 and up to 2
Consumer from 0 and up to 1
Small business loans from 0 and up to 1
Commercial from 0 and up to 1
Category B or "Acceptable Risk, Above Normal": Loans and financial

leases in this category are acceptably serviced (not past due) and guaranty
protected, but there are weaknesses which may potentially affect, on a
transitory or permanent basis, the debtor's paying capacity or its projected
cash flows, to the extent that, if not timely corrected, would affect the normal
collection of credit or contracts.
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The following types of loans would fall into this category:

LOAN TYPE NUMBER OF MONTHS PAST DUE
Mortgage more than 2 and up to 5
Consumer more than 1 and up to 2
Small business loans more than 1 and up to 2
Commercial more than 1 and up to 3

Category C or "Appreciable Risk": Loans and financial leases in this
category represent insufficiencies in the debtors' paying capacity or in the
project's cash flow, which may compromise the normal collection of the
obligations.

The following types of loans would fall into this category:

LOAN TYPE NUMBER OF MONTHS PAST DUE
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Mortgage more than 5 and up to 12
Consumer more than 2 and up to 3
Small business loans more than 2 and up to 3
Commercial more than 3 and up to 6

Category D or "Significant Risk": Loans and financial leases in this
category have the same deficiencies as loans in category C, but to a larger
extent; consequently, the probability of collection is highly doubtful.

The following types of loans would fall into this category:

LOAN TYPE NUMBER OF MONTHS PAST DUE
Mortgage more than 12 and up to 18
Consumer more than 3 and up to 6
Small business loans more than 3 and up to 4
Commercial more than 6 and up to 12

Category E or "Risk of Non-Recoverability": Loans and financial
leases in this category are deemed uncollectible.

The following types of loans would fall into this category:

LOAN TYPE NUMBER OF MONTHS PAST DUE
Mortgage more than 18
Consumer more than 6
Small business loans more than 4
Commercial more than 12
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Additionally, if a loan to a borrower is downgraded by the Bank to a
classification of "B," "C," "D" or "E," all of the Bank's loans to that client
are similarly downgraded. The Superintendency of Banking may require additional
allowances under certain circumstances.

The following table presents the Bank's loan portfolio using the

classification system of the Superintendency of Banking in effect at the end of
each period:

AS OF DECEMBER 31,

(Ps million, except percentages)

"A" Normal Ps 4,017,027 78.6% Ps 4,228,248 79.0% Ps 5,115,889 82.6% Ps 7,288,273
"B" Subnormal 560, 961 11.0% 603,068 11.3% 479,429 7.7% 345,297
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"C" Deficient 209,851 4.1% 103,761 1.9% 142,782 2.3% 109,615
"D" Doubtful

Recovery 135,536 2.6% 259,811 4.9% 180, 630 2.9% 196,075
"E" Unrecoverable 188,696 3.7% 155,317 2.9% 278,585 4.5% 90,408

Total loans and
financial
leases Ps 5,112,071 100.0% Ps 5,350,205 100.0% Ps 6,197,315 100.0% Ps 8,029,668

Loans classified

as IIC’ n llDll and

"E" as a

percentage of

total loans 10.5% 9.7% 9.7% 4.9
(1) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1, 2004.

Note: In 2000 and 2001, the Bank reported the loan portfolio classified
according to the risk category considering the past due term and
additional subjects such as debtor's capacity of payment, debt service,
and information from external risk agencies.

The Bank continues to accrue interest on a loan until it is
considered non-performing. Once a loan is deemed non-performing, an allowance is
made for 100% of the unpaid interest recorded as income, and, going forward,
instead of recording interest on that loan in the consolidated statement of
operations, such interest is recorded in memorandum accounts. See Note 2 (h) to
the Financial Statements.

In accordance with the regulations of the Superintendency of
Banking, loans are considered non-performing if an installment of principal or
interest is (i) in the case of a commercial loan more than 90 days past due,
(ii) in the case of a consumer loan more than 60 days past due, (iii) in the
case of a small business loans more than 60 days past due or (iv) in the case of
a mortgage loan more than 120 days past due.

Additionally, beginning March 25, 2003, the Bank established as
policy that any loans that are past due more than 30 days will stop accruing
interest in the statement of operations and their entries will be made in
memorandum accounts until the customer recommences payments. It is estimated
that, at December 31, 2004, approximately Ps 277 million of interest are in
memorandum accounts because of the adoption of this policy.

If one installment payment is 31 or more days past the actual due
date, then the entire loan is considered past due for purposes of the
regulations of the Superintendency of Banking.

The following table sets forth the breakdown of the Bank's loans at
least one day past due by type of loan in accordance with the criteria of the

Superintendency of Banking in effect at the end of each period:
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PERFORMING PAST DUE
loans: (1)
Consumer loans past due

from 31 to 60 daysS...........

Small business loans past
due from 31 to 60 days
Commercial loans past due
from 31 to 90 days
Mortgage loans past due
from 31 to 90/120 days
Financial leases past due
from 31 to 60/90 days
(2) (3)

Total performing past due
loans
NON-PERFORMING PAST DUE
LOANS:
Consumer loans past due
from 61 to
180 days
Small business loans past
due from 61 to 180 days
Consumer loans past due
more than 180 days
Commercial loans past due
more than 90 days
Mortgage loans past due
more than 91/121 days
Financial leases past due
more than 61/91 days

Total non-performing past
due loans and Financial
leases (3)

Total past due loans

and Financial leases (3).

Total non-performing past
due
loans and Financial

leases (3) v e iiieennn

Allowance for loan and
financial leases losses

(3) c et ettt e
Foreclosed assets............

Allowance for estimated
losses on foreclosed

assetsS. it e e e

Other accounts receivable
more than 180 days past

Allowance for accounts
receivable and accrued

interest losses............

Total non-performing
assets,

(3) ...

Ps 18,108

37,576

171

9,660

40,161

128,740

1,190

179,751

Ps 235,606

179,751

(285, 565)
169,272

(93,405)

32.

67.

22.

71.

100.

N
oe

o
oe

w
oe

(Ps million,

Ps 19,543

59,066

202

9,711

10,019

224,024

138

243,892

Ps 322,703

243,892

(271,729)
163,000

(105, 988)

17,875

(42,707)

24.

74.

100.

[ee]
oe

o
oe

e
oe

Ps 17,537

777

27,149

22

8,993

1,633

10,678

88,217

138

109,659

Ps 155,144

109,659

(332,324)
153,873

(107,871)

8,655

(24,891)

Ps(192,899)

except percentages)

38.6

oe

Ps

[
~J
oe

59.

~J
oe

100.0%
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Loans at least one day past
due as a percentage of

total loans (3) ..veeeennen.. 4.6%
Allowance for loan losses

as a percentage of loans

at least one day past due

(3) v e e e 121.2%
Allowance for loan losses

as a percentage of loans

classified as "C," "D"

and "E" (3) ..., 53.5%
Percentage of performing

loans to total loans (3)... 96.5%

6.0% 2.5%
84.2% 214.2%
52.4% 55.2%
95.5% 98.2%

(1) Performing past due loans are loans upon which the Bank continues to
recognize income although interest has not been received for the periods
indicated. Once interest is unpaid on accrual loans for a longer period
than is specified above, the loan is classified as non-performing. Under
Colombian Banking regulations, a loan is past due when it is at least 31
days past the actual due date.

(2) The Consumer loans are due from 31 to 60 days and the commercial loans are
due from 31 to 90 days.

(3) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1,

2004.

The following table analyzes the quality of the Bank's loan
portfolio using the classification system of the Superintendency of Banking in

effect at the end of each period:

90

Loans and financial leases secured by real
guarantees as a percentage of total loans and

financial 1easSeS . v i ittt tte ettt

Loans and financial leases classified as "A" as a

percentage of total loans and financial leases..

Loans and financial leases classified as "B as a

percentage of total loans and financial leases..

Loans and financial leases classified as "D"

and "E"

IICII,
as a percentage of total loan and

financial 1ease. ..ttt ittt ittt

Total allowance for loan and financial lease losses
as a percentage of non-performing loans and

financial 1easSeS . v i ittt ittt et

Total allowance for loan and financial lease losses
as a percentage of loan and financial lease
classified as "C", "D" and

D

AS OF DECEM

2000 2001 2002
(Ps million, except

35.4% 44.8% 37
78.6% 79.0% 82
11.0% 11.3% 7
10.5% 9.7% 9
158.9% 111.4% 303
53.5% 52.4% 55
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Non-performing loans and financial leases as a

percentage of total loans and financial leases........... 3.5

oe
fiIsy
o)
oe
—

Loans and financial leases classified as "C", "D"

ANd MEM e e e e e e e e e e e Ps 534,083 Ps 518,889 Ps 601,09
TOTAL NON-PERFORMING LOANS AND FINANCIAL LEASES.......... Ps 179,751 Ps 243,892 Ps 109,6
(1) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1, 2004.

The following table shows BC's past due loan portfolio by type of loan:

CORPORATE

Trade financing........
Loans funded by
domestic development

Working capital loans..
Credit cards...........

Total corporate......
RETAIL (1)
Credit cards...........
Personal loans.........
Vehicle loans..........
Overdrafts.............
Loans funded by

domestic development

Trade financing........
Working capital loans..

Total retail.........
FINANCIAL LEASES (2)...
MORTGAGE . . v v v vt e et v e e e

TOTAL PAST DUE

LOANS AND
FINANCIAL LEASES..

AS OF DECEMBER 31,

(Ps million, except percentages)

Ps 9,329 4.0% Ps 5,398 1.6% Ps 143 0.0%5 Ps 2,841 2
10,073 4.3 7,950 2.5 1,360 0.9 1,149 1
145,506 61.8 210,281 65.2 75,333 48.6 30,706 25
48 0.0 103 0.0 90 0.1 136 0
1,408 0.6 1,583 0.5 - 0.0 1,032 0

- 0.0 - 0.0 - 0.0 - 0
166,364 70.6% 225,315 69.8% 76,926 49.6% 35,864 30
11,686 5.0 10,606 3.3 14,930 9.6 12,204 10
10,734 4.6 17,442 5.4 25,516 16.4 32,876 27
1,402 0.6 323 0.1 534 0.3 6,453 5
8,924 3.8 8,491 2.6 - 0.0 7,967 6

- 0.0 6,843 2.1 3,840 2.5 5,299 4

1,320 0.6 1,841 0.6 890 0.6 355 0
33,815 14.4 50,563 15.7 31,644 20.4 18,084 15
67,881 28.8% 96,109 29.8% 77,354 49.8% 83,238 69
- 0.0% - 0.0% - 0.0% - 0

1,361 0.6% 1,279 0.4% 864 0.6% 551 0

(1) Includes loans to high-income individuals and small companies.

(2) Includes financial leases, according to regulations issued by the
Superintendency of Banking and effective as of January 1, 2004.

The past due portfolio increased 21.41% between 2003 and 2004, from
Ps 119,653 million at December 31, 2003, to Ps 145,274 million at December 31,
2004, mainly due to an increase in past due Retail loans as a result of the
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Bank's growth in these types of loans. The implementation of a defaulted loans
recovery strategy through a specialized department for asset recovery explains
the 22.88% decrease between 2002 and 2003.

91

The Bank believes that future increases in average nominal interest
rates may result in additional past due loans. There can be no assurance that
the increases in past due performing loans will not continue in the future. If
performing past due loans are not made current, they will become categorized as
non-performing past due loans and additional allowances for loan losses will
have to be established.

The following table presents information with respect to the Bank's
loan portfolio at least 31 days past due based on the nature of the collateral
for the loan:

AS OF DECEMBER 31,

(Ps million, except percent

SECURED
[ B oY o Ps 1,701,775 33.3% Ps 2,203,986 41.2% Ps 2,2
Past due loans from 31 to 60 days
(CONSUMET ) & i it ittt e ettt ettt teeeeenenns - 0.0 - 0.0
Past due financial leases from 31 to 60
days (consumer) (2) .. ueeeeer teweeennennn - 0.0 - 0.0
Past due loans from 61 to 90
daysS (CONSUMET) v vttt ittt et eneeeeennens 2,903 0.1 4,009 0.1
Past due financial leases from 61 to 90
days (consumer) (2) «. e et eeneeeeeenns - 0.0 - 0.0
Past due loans from 31 to 60
days (small business loans) .............. - 0.0 - 0.0
Past due loans from 61 to 90
days (small business loans) .............. - 0.0 - 0.0
Past due loans from 31 to 90/120
days (MOrLgage) v v v v it i it i teeeeeeeeenn 171 0.0 202 0.0
Past due loans from 91 to 180
daysS (CONSUMET) v vt v vt vttt ettt eneeeeennens 1,572 0.0 1,823 0.0
Past due financial leases from 91 to 180
days (Cconsumer) (2) «.uueee et eeeneeeeeeens - 0.0 - 0.0
Past due loans from 91 to 180 days (small
PUSINESS 10ANS) vttt ittt ettt - 0.0 - 0.0
Past due loans from 91/121 to 180 days
[§50Te e we F= T {1 3 0.0 - 0.0
Past due loans from 31 to 90 days (commercial). 14,268 0.3 51,414 1.0
Past due financial leases from 31 to 90
days (commercial) (2) .. eieeeeeeennnnnnns - 0.0 - 0.0
Past due loans from 181 days to 360
daysS (CONSUMET) & v v vt v vt eeeeeeeeeenneeenns 2,784 0.1 2,835 0.1
Past due financial leases from 181 to 360
days (Consumer) (2) v i eeeeeeeenneeeens - 0.0 - 0.0
Past due loans from 181 to 360 days (small
business 1oaANS) v v ittt ittt ettt e - 0.0 - 0.0
Past due loans from 181 days to 360 days
G0 we F= T 1T P 1,083 0.0 138 0.0
Past due loans from 91 to 180 days (commercial. 29,198 0.6 35,933 0.7
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due financial leases from 91 to 180 days

(commerCial) (2) cvueeeeeee et eeeeeeeeaeas

due loans from 121 to 360 days

(COMMETCIal) v it ittt ettt et e e et ettt eeeeaenn

due financial leases from 121 to 360

days (commercial) (2) .. cwiieeeneennenenns
due loans more than 360 days..............

due financial leases more than

360 days (2) vttt ittt ettt

URED (1)
nt
due loans from 31 to 60

daysS (CONSUMET) u v v vt v vt eeeeeeeeeennneeenens

due loans from 61 to 90 days

(CONSUMEE ) v vt e et ettt et et e et e eeeneenaeenas

due loans from 31 to 60 days (small

bUsSIinessS 10ANS) v vttt ittt ettt et ettt e

due loans from 61 to 90 days (small

bUsSIinessS 10ANS) v vttt ittt ettt et e ettt e
due loans from 91 to 180 days (consumer)..

SECURED

Curre
Past

Past

Past

Past

Past

Past

Past

Past

Past

Past

Past

Past
Past

Past

Past

0
due loans from 31 to 60 days

(CONSUMET ) vt vttt e ettt et e et e eeeeeeneeneas
due financial leases from 31 to 60

days (consumer) (2) ... ueeeee tewweeeennn
due loans from 61 to 90

daysS (CONSUMET) v vt vt ittt eeeeeeeennnn
due financial leases from 61 to 90

days (consumer) (2) «cueeee e e eenneeeennn
due loans from 31 to 60

days (small business loans).............
due loans from 61 to 90

days (small business loans) .............
due loans from 31 to 90/120

days (MOXLgage) v v v vttt i ittt eeeeeeennn
due loans from 91 to 180

daysS (CONSUMET) v vttt ittt eeeeeeeennns
due financial leases from 91 to 180

days (Cconsumer) (2) «cuuwuee e eenneneennn
due loans from 91 to 180 days (small
business 10aAnsS) v vttt ittt
due loans from 91/121 to 180 days
(MOXEgATE) vt ittt ittt ittt e eae s
due loans from 31 to 90 days (commercial)
due financial leases from 31 to 90
days (commercial) (2) ..t enneneenn.
due loans from 181 days to 360
daysS (CONSUMET) v vttt v it te e eaeeenaennns
due financial leases from 181 to 360
days (Consumer) (2) «v e weeeeeeeenneeeenns

- 0.0 - 0.0

10,368 0.2 47,628 0.9

- 0.0 - 0.0

43,321 0.8 50,554 0.9

- 0.0 - 0.0
Ps 1,807,446  35.4% Ps 2,398,522 44.9% Ps 2,3
Ps 3,174,690 62.1% Ps 2,823,516 52.8% Ps 3,7

15,205 0.3 15,534 0.3

- 0.0 - 0.0

- 0.0 - 0.0

- 0.0 - 0.0

8,088 0.2 7,888 0.1

(Ps million,

Ps 3,950,303

7,027

79

3,441

78

665

411

6,074

83

926

16,295

6,514

3,348

76

except percentages)
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Past

due loans from 181 to 360 days

(small

0.3

62.4% Ps5,3

97.5% Ps7,9

business 10aAnsS) v vttt ittt e - 0.0
Past due loans from 181 days to 360 days
[§0Te R wXe F= T 1T O 37 0.0
Past due loans from 91 to 180 days (commercial 8,730 0.1
Past due financial leases from 91 to 180 days
(commerCial) (2) cvewee et et eeeeeeeeeeannnn 1,845 0.0
Past due loans from 121 to 360 days
(COMMETCIal) v ittt ettt e et e e ettt eeeeeeenn 6,156 0.1
Past due financial leases from 121 to 360
days (commercial) (2) .. eeneneenn. 924 0.0
Past due loans more than 360 days............. 9,661 0.1
Past due financial leases more than
360 days (2) v ve it ittt ittt et 573 0.0
TOTAL Ps 4,023,246 40.2%
UNSECURED (1)
Current Ps 5,939,662 59.2%
Past due loans from 31 to 60
daysS (CONSUMET) v vt vttt ittt e eaeeeeeenns 14,960 0.1
Past due loans from 61 to 90 days
(CONSUMET) 4 v e v et et et et et eeeeeeeeeeneeeenns 7,115 0.1
Past due loans from 31 to 60 days (small
buUsiness 10aANS) v v ittt ittt et et ettt e e 1,180 0.0
Past due loans from 61 to 90 days (small
buUsiness 10aANS) v vttt ittt ittt ettt e 557 0.0
Past due loans from 91 to 180 days (consumer). 12,490 0.1
92
AS OF DECEMBER 31,
2000 % 2001 % 2002
Past due loans from 91 to
180 days (small business
10aANS) v it et e e e e e - 0.0 - 0.0 821
Past due loans from 31 to
90 days (commercial)....... 23,308 0.4 7,652 0.1 17,532
Past due loans from 181 days
to 360 days (consumer) .... 31,649 0.6 7,184 0.1 10,678
Past due loans from 91 to
180 days (commercial)...... 5,537 0.1 3,493 0.1 9,358
Past due loans from 121 to
360 days (commercial) .... 7,001 0.1 34,077 0.6 9,192
Past due loans more than 360
[ £ 72 T 39,147 0.8 52,339 1.0 20,978
TOTAL . ¢ttt ettt eee et eeeennnns Ps3,304,625 64.6% Ps2,951,683 55.1% Ps3,870,564
TOTAL CURRENT LOANS AND
FINANCIAL LEASES (2)...... Ps4,876,465 95.4% Ps5,027,502 94.0% Ps6,042,171
Past due loans from 31 to 60
days (consumer) ........... 15,205 0.4 15,534 0.4 17,537

Past due financial leases
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from 31 to 60 days
(consumer)
Past due loans from 61 to 90

days

(consumer)

(2)

Past due financial leases from

61 to 90 days

(2)

(consumer)

Past due loans from 31 to 60

days
loans)

(small business

Past due loans from 61 to 90

days
loans)

(small business

Past due loans from 31 to

90/120 days
due loans from 31 to
(commercial)

Past

90 days

(mortgage)

Past due financial leases
from 31 to 90 days

(commercial) (2)
due loans from 91 to
(consumer)

Past

180 days

Past due financial leases

from

(consumer)

Past

180 days

loans)
Past

Past

180 days

91 to 180 days

(2)

due loans from 91 to

(small business
due loans from 91/121

to 180 days
due loans from 91 to

(commercial)

(mortgage)

Past due financial leases
from 91 to 180 days

(commercial)
due loans from 121 to
(commercial)

Past

360 days

(2)

Past due financial leases from
121 to 360 days

(commercial)

(2)

Past due loans from 181 days

to 360 days

(consumer)

Past due financial leases
from 181 to 360 days

(consumer)

(2)

Past due loans from 181 days

to 360 days

(mortgage)

Total past due loans more

than 360 days..............
Total past due financial

leases more than 360

days

(2)

TOTAL PAST DUE LOANS AND

FINANCIAL LEASES

(2)

Total gross loans and

financial leases

(2)

Allowance for loan and
financial lease

losses

(2)

TOTAL LOANS AND FINANCIAL
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2,903

171

37,576

9,660

34,735

17,369

34,433

1,083

82,468

235,606

5,112,071

(285, 565)

4,009

202

59,066

9,711

39,426

81,705

10,019

138

102,893

322,703

0.0 - 0.0

0.0 - 0.0

0.0 - 0.0

0.0 777 0.0

0.0 397 0.0

0.0 22 0.0

1.1 27,149 0.4

0.0 - 0.0

0.2 8,993 0.1

0.0 - 0.0

0.0 1,236 0.0

0.0 - 0.0

0.7 18,094 0.3

0.0 - 0.0

1.5 19, 644 0.3

0.0 - 0.0

0.2 10,678 0.2

0.0 - 0.0

0.0 138 0.0

1.9 50,479 0.9

0.0 - 0.0

6.0 155,144 2.5 1
100.0 6,197,315 100.0 8,0

(5.1) (332,324) (5.4) (3
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LEASES, NET (2)........... Ps4,826,506 94.4% Ps5,078,476 94.9% Ps5,864,991 94.6% Ps7,6
(1) Includes loans with personal guarantees.
(2) Includes financial leases, according to regulations issued by the

Superintendency of Banking and effective as of January 1, 2004.
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E.4. SUMMARY OF LOAN LOSS EXPERIENCE
ALLOWANCE FOR LOAN LOSSES

The Bank complies with Colombian regulations regarding allowances
for loan losses by setting aside specific allowances on past due performing and
non-performing loans based on the length of time such loans have been past due.
The Superintendency of Banking, through External Circular 044 of July 23, 1999,
tightened loan allowance rules for Colombian banks. In addition, banks started
to accumulate a general allowance, which should amount to 1% of the total loans
within three years starting July 31, 1999. The regulations contained in External
Circular No. 070 dated October 5, 2000 ratified this general 1% provision and
eliminated the risk coefficient and the obligation to make additional provision
for this item. The regulations of the Superintendency of Banking required the
Bank to review commercial loans every six months, and consumer and mortgage
loans at least monthly. The current regulation contained in External Circular
011 of March, 2002, requires that all debtors whose indebtedness for the
different categories of credit exceeds 300 SMLV (Ps 107.4 million for 2004), be
evaluated twice a year. Additionally, the regulation requires that all loans be
evaluated every month on their past due days basis.

The Bank establishes its loan allowances by classifying its loan
portfolio according to the loan classification system determined by the
Superintendency of Banking and by applying to each such classification the
applicable allowance percentage formula, also as specified by the
Superintendency of Banking. The Bank believes that its application of the loan
classification system and allowance formula results in the establishment of
allowances that are reasonable and adequate for the credit risk associated with
BC's loan portfolio. Every six months, the Bank evaluates all debtors whose
indebtedness for the various credit facilities exceeds 300 SMLV (Ps 107.4
million); additionally, these credits, and those which do not meet this
condition, are evaluated monthly based on the days they are past due. In
addition, through the Bank's Vice President for Risk Management office, the Bank
performs an ongoing review of the loan portfolio from time to time to adjust its
allowances for loan losses as necessary.

Guidelines for the establishment of the allowance for loan losses by
Colombian credit institutions, including commercial banks, are set by the
Superintendency of Banking.

The following table shows the allowance for loan losses required to
be taken, expressed as a percentage of the value of the loan to the extent not
covered by collateral (including principal, interest and commissions and fees)
for commercial, small business, consumer and mortgage loans classified as
follows:
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The Bank allocates the allowance for loan losses on the basis of
whether the loans are secured and, among those secured loans, whether such
security is collateralized or personal guaranteed. The largest amount of
allowances is allocated to consumer, commercial and small business loans that
are secured by personal guarantees or unsecured. The allowance for loan losses
is calculated including the value of the underlying security. External Circular
011 of March, 2002, issued by the Superintendency of Banking, establishes that
for allowances on loans, the security that guarantees the loan will only support
the principal of the loan. Consequently, allowances are calculated in accordance
with the loan classification system's percentage, which is applied to the
difference between the amount outstanding and 70% of the value of the security
supporting the loan. In addition, for establishing provisions, the percentages
of the total amount of such guarantee must be taken into consideration, as
follows:

94

For mortgage-backed guarantees:

TIME ELAPSED BETWEEN THE DATE OF DEFAULT AND THE DATE

OF NON-REALIZATION OF THE GUARANTEE PERCENTAGE
0 to 18 Months 70%
Over 18 Up to 24 Months 50%
Over 24 Up to 30 Months 30%
Over 30 Up to 36 Months 15%
Over 36 Months %

For guarantees not backed by mortgages:

TIME ELAPSED BETWEEN THE DATE OF DEFAULT AND THE DATE

OF NON-REALIZATION OF THE GUARANTEE PERCENTAGE
0 to 12 Months 70%
Over 12 Up to 24 Months 50%
Over 24 Months 0%

There are special requirements for the allowance needed for loan
losses in respect of loans of borrowers involved in proceedings with their
creditors. The Bank may make additional allowances not required by the
regulations of the Superintendency of Banking when, in its judgment, an
additional allowance is guaranteed for restructured loans with wide maturities
secured by guaranties that could prove difficult to sell. Through the office of
the Bank's Vice President for Risk Management, the Bank undertakes a monthly
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review of its past due and non-performing loan portfolio.

Additionally, on July 26, 2004, the Bank established an internal
policy to increase allowances for small business and consumer loans. The
following table shows the allowance required to be taken, expressed as a
percentage of the value of the loan to the extent not covered by collateral
(including principal, interest and commissions and fees):

CLASSIFICATION CONSUMER SMALL BUSINESS LOANS
A 0% 0%
B 30% 30%
C 50% 60%
D 100% 100%
E 100% 100%
95

The following table sets forth the activity in the allowance for
loan and financial lease losses:

Ps

YEAR ENDED DECEMBER 31,
2000 2001 2002 2003
(Ps million)

Balance at beginning of period ......... Ps 295,016 Ps 285,565 Ps 271,729 Ps 332,324
Balance at beginning of period

(Sufinanciamiento) ...... it - - - 11,854
Allowance for financial leasing

reclassification (5) ... - - - -
Provisions for loan 1lo0SSe€S......e..ueueeen.. 264,756 86,793 143,361 286,170
Effect of revaluing to constant

PESOS (3) teee ittt e e e e e (19,008) - - -
Effect of difference in exchange

interest rate (4) ... - - 10,366 (284)
Charge-o0ffs ...ttt (148,056) (83,586) (71,592) (112,393)
Recovering from previous fiscal years (107,143) (17,043) (21,540) (130,408)

BALANCE AT END OF PERIOD (1) (2) Ps 285,565 Ps 271,729 Ps 332,324 Ps 387,263

(1) The provision for past due accrued interest receivable, which is not

included in this item,
4,518 million,
December 31, 2000,

amounted to Ps 20,178 million, Ps 4,965 million,

2001, 2002, 2003 and 2004 respectively.
(2) The allowance past due accrued interest receivable,
in this item, amounted to Ps 30,771 million, Ps 27,011 million,

million, Ps 5,170 million and Ps 4,603 million for the years ended

Ps 5,316 million and Ps 4,483 million for the years ended

which is not included
Ps 15,074
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December 31, 2000,

(3)
2 (b) to the Financ

(4) For years 2000 and 2001,
rate was included

(5) Includes allowance

by the Superintendency of Banking and effective as of January 1,

The following table shows the allocation of the Bank's allowance for
loan and financial lease losses by type of loan using the classification of the

Superintendency of Banking:
AS OF DECEMBER 31,
2000 2001 2002 2003
(Ps million)
Commercial 1oans ....eeeeeeeeeeennnenns Ps 212,428 Ps 178,471 Ps 243,835 Ps 276,285 P
CoNSUMEY 1OANS vttt v it et teeeeeeneennens 46,537 46,723 22,668 27,429
Small business 1loans .......eeeeeeenn. - - 1,260 2,082
Financial leases .....ciiiiiiniinneen. - - - -
MOT L gagES vttt ittt et ettt 1,667 1,116 849 440
General (1) ...ttt ittt 24,933 45,419 63,712 81,027
TOTAL ALLOWANCE FOR LOAN AND
FINANCIAL LEASE LOSSES ....... Ps 285,565 Ps 271,729 Ps 332,324 Ps 387,263 P
(1) This is a provision established in 1999 by Circular 044 issued by the
Superintendency of Banking.
(2) Includes financial leases, according to regulations issued by the
Superintendency of Banking and effective as of January 1, 2004.
The following table shows the allocation of the Bank's allowance for
loan and financial lease losses by type of loan:
96
AS OF DECEMBER 31,
2000 % 2001 % 2002 % 2003
(Ps million, except percentages)
CORPORATE
Trade financing............ Ps 1,413 0.5% Ps 491 0.2% Ps 3,073 0.9% Ps 217
Loans funded by domestic
development banks....... 1,972 0.7 845 0.3 812 0.2 57,745
Working capital loans...... 180,470 63.2 177,135 65.2 212,108 63.8 202,403

2001, 2002,

ial Statements.

as a part of recoveries.

for financial leases,

2003 and 2004 respectively,

Inflation adjustment was eliminated starting on January 1,

2001.

the effect of difference in exchange interest

according to regulations issued

2004.

See Note
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Credit cards.....oovueeo.. 46 0.0 - 0.0 107 0.0 34
Overdrafts.......ooveeo.. 923 0.3 - 0.0 1,313 0.4 370
Other......... ... ... - 0.0 - 0.0 - 0.0 -
Total corporate......... 184,824 64.7 178,471 65.7 217,413 65.3 260,769
RETAIL (1)
Credit cards.....ovveeo.. 8,039 2.8 5,823 2.1 9,568 2.9 6,452
Personal loans............. 14,316 5.0 5,947 2.2 9,816 3.0 15,687
Vehicle loans.............. 741 0.3 99 0.0 77 0.0 8,550
Overdrafts.......ooveeo.. 3,332 1.2 2,727 1.0 3,318 1.0 1,908
Loans funded by domestic
development banks....... 847 0.3 851 0.3 1,507 0.5 642
Trade financing............ 734 0.3 349 0.1 792 0.2 119
Working capital loans...... 46,132 16.1 30,927 11.3 25,272 7.6 11,669
Total retail........... 74,141 26.0 46,723 17.2 50,350 15.2 45,027
FINANCIAL LEASES(3) ........ - 0.0 - 0.0 - 0.0 =
MORTGAGE . + v vttt ettt eeeeennn 1,667 0.6 1,116 0.4 849 0.3 440
GENERAL (2) v v vttt e e eeeeeennn 24,933 8.7 45,419 16.7 63,712 19.2 81,027
TOTAL ALLOWANCE FOR
LOAN AND FINANCIAL
LEASE LOSSES......... Ps 285,565 100.0% Ps 271,729 100.0% Ps 332,324 100.0% Ps 387,263
(1) Includes allowances for loans to high-income individuals and small
companies.
(2) This is a provision established in 1999 by Circular 044 issued by the
Superintendency of Banking.
(3) At December 31, 2004 allowance for financial leases is included in the

allowance for loans.

As of December 31, 2004, the allowance for loan and financial lease
losses increased 12.2% to Ps 434,378 million from Ps 387,263 million at December
31, 2003, due primarily to an increase in general allowances and working capital
loans. As of December 31, 2003, the allowance for loan and financial lease
losses increased 16.5% compared to December 31, 2002 due primarily to an
increase in general allowance and loans funded by domestic development banks.

NEW PROVISION SYSTEM (OR CREDIT RISK MANAGEMENT SYSTEM - "SARC")

Through External Circular 011 of March 5, 2002, which modifies
Chapter II of External Circular 100 of 1995 (Basic and Accounting Circular),
regarding management of credit risk, the Superintendency of Banking requires
entities subject to its supervision to develop a system for the management
credit risk ("Sistema de Administracion de Riesgo Crediticio" - "SARC"). As a
consequence, the Bank must establish strategies, policies, methodologies,
processes and structures to evaluate, rate, monitor, and control its credit
risks.

The Superintendency of Banking has provided general guidelines and
deadlines for the development and implementation of SARC, and the Bank has
complied with those guidelines and deadlines subject to the requirements set
forth in Circular Letter of March 5, 2002, as shown in the table below:
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DESCRIPTION

Preparation and submission of the document supporting the
development of the SARC to the Superintendency of

Banking, taking into account risk management polices, adequate
organizational structure, appropriate methodologies and
processes for risk management, suitable infrastructure and human
resources, as well as a general auditing process.

Additionally, significant preparation time shall be required to
reconstruct the historical information necessary for the
implementation of the SARC by the Bank.

Conclusion of the process of reconstruction of historical
information and the information and/or computer

programs which will assure adequate assessment and
management of credit risk.

During this phase, the entity shall begin estimating expected
losses by applying the methodology proposed for

such purpose in order to calibrate any relevant variables which
guarantee the results of the methodology.

The Superintendency of Banking extended the SARC phase III due
date through the External Circular 030 of June 2003. The
regulator required the banks to have SARC working as a parallel
provision system during 2004, in order to test its correct
operation.

Through External Circular 052 of December 30, 2004, the Superintendency of
Banking required entities to continue with SARC working as a parallel
provision system and established that on July 1, 2005, it will present its
reference methodology for commercial loans. Then, entities could voluntary
submit their internal commercial loan methodologies for their assessment
and later approval or objection. Initially, the reference methodology will
be presented for commercial loans and then for consumer, mortgages and

small business loans.

SARC requires that the entities under the supervision of the

capacity of each debtor, and to this end, they must internally define a
methodology which will take into account at least the following:

- Probability of impairment or change in the rating of
credit risk (probability of non-payment or expected

delay in payment rate);

98

- Estimate or quantification of the expected loss that may
be incurred by the entity, should the foregoing event
occur, during a determined lapse of time (e.g., 12
months) . For this estimate, it is important, among other
things, to compute the value or rate of recovery of the

MAXIMU
DEADLI

June 2
2002

December
2002

December
2003
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active value, in the event that the loan would become
unrecoverable. The existence and suitability of the
collateral that supports the loans are an important
factor that should be taken into account in the context.

The allowances for loans must be based on the estimate of the
expected losses, and minimum levels of allowances must be maintained in
accordance with current provisions. A general allowance of 1% on the total gross
portfolio is maintained.

For the estimate of expected losses and allowances, the Bank has to
follow guidelines established by the methodological documents published by the
Basel Internal Rating Approach. This model is based on three fundamental factors
which must be estimated to compute the expected loss for each business line
being analyzed:

EXPECTED LOSS = PD X EAD X LGD

Where:

PD = Probability of default

EAD = Exposure at the time of default

LGD = Loss if default occurs

The Bank has adequately fulfilled each one of the phases established
by the Superintendency of Banking and, through December 30, 2004, continues with
the parallel provision system. During 2005, the entity will continue making the
necessary adjustments to comply with the general guidelines and deadlines
provided by the External Circular 052 of December 31, 2004.

CHARGE-OFF'S

The following table shows the allocation of the Bank's charge-offs
by type of loan as of December 31, 2000, 2001, 2002, 2003 and 2004:

YEAR ENDED DECEMBER 31,

(Ps million)

Trade finanCing.........uiiiiiitieteeeneneennn Ps 54 Ps - Ps 24,470 Ps 546 Ps
Loans funded by domestic development
banKks L e e e e e e e e e e e e - - - 1,760
Working capital loans......c.uoeieeeetenneneennn 111,652 49,460 36,022 72,298
Credit CaArdS. . in ittt ittt e ettt 20 - 517 10,035
Personal 10ANS . v vt it teeeeeeeeeeneeeeeeeneeneean 16,366 17,338 9,140 19,475
Vehicle 10aANS .. i ettt ettt tteeeeeeaeeanns 2,377 506 35 1,419
Overdrafts. . vttt e e e e 13,563 13,902 1,086 6,394
Mortgage & Other..... ...ttt eeennn 4,024 2,380 322 466
Financial 1eases (1) v v ittt ittt etenenens - - - -
TOTAL CHARGE-OFF S . ittt ittt e eeneeeennnnn Ps 148,056 Ps 83,586 Ps 71,592 Ps 112,393 Ps
(1) In October 23, 2003, the Superintendency of Banking through its External

Circular 040, modified the treatment of financial leases. Since January 1,
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2004 it is accounted for as loan portfolio.
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The Bank has a policy of actively pursuing the collection of
charged-off balances. In practice, the manager of the branch where the loan was
made and the attorney handle the collection process until a final judgment is
obtained. In addition, non-payment by the debtor is reported to the Banking
Association of Colombia credit risk center where the creditor's name and the
outstanding debt is registered. This credit risk center is consulted by every
Colombian financial institution, and any debtor listed in such registry will not
be extended credit until the defaulted loan has been paid.

Charge-offs are only made after the manager of the branch and the
attorney handling the case have exhausted all means to secure payment of the
judgment against any known assets of the borrower and the charge-off has been
approved by the Board of Directors. The Bank informs the Superintendency of
Banking, on a quarterly basis, the amount of charge-offs it approves. As of
December 31, 2004, the Bank registered Ps 43,270 million in recoveries of
charge-off loans in previous periods.

CROSS - BORDER OUTSTANDING LOANS AND INVESTMENTS

As of December 31, 2003 and 2004, total cross-border outstanding
loans and investments amounted to approximately US$ 162 million and US$ 175
million, respectively. At 2004, total outstanding loans to borrowers in foreign
countries amounted to US$ 32 million and total investments were USS$ 143 million.
As of December 31, 2004, total cross-border outstanding loans and investments
represented 2.4% of total assets.

The following table presents information with respect to the Bank's
cross—border outstanding loans and investments for the years ended on December
31, 2003 and 2004:

(U.S. thousand dollars)

Mexico Uss 52,249 uss 77,200
Brazil 42,790 30,980
United States 29,000 22,048
Chile 2,000 10,034
British Virgin Island - 9,912
Puerto Rico - 5,000
Bolivia - 5,000
Peru 3,403 3,633
Ecuador 1,726 3,200
Panama 7,552 2,652
El Salvador 3,000 2,000
Cayman Islands 11,712 1,745
Dominican Republic 4,696 1,027
Costa Rica 2,000 1,000
Guatemala 1,590 -
Venezuela 500 -

TOTAL CROSS-BORDER OUTSTANDING LOANS AND
INVESTMENTS
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E.5. DEPOSITS

The following table shows the composition of the Bank's deposits for
2002, 2003 and 2004:

AS OF DECEMBER 31,

(Ps million)

NON-INTEREST BEARING DEPOSITS:

Checking accounts......cooiiii i, Ps 1,876,026 Ps 2,193,069 Ps 2,523,505
Other depositsS. . vttt 94,573 126,718 167,174
o o O 1,970,599 2,319,787 2,690,679

INTEREST BEARING DEPOSITS:

Checking accounts......cooiiii .. 815,367 1,353,123 1,275,618
Time deposSits . v e ettt ittt e eeeeenn 3,603,466 4,237,345 4,361,206
Savings depositsS. .ottt i e 2,398,726 2,321,742 3,534,613
o o 6,817,559 7,912,210 9,171,437
TOTAL DEPOSTIT S . ittt ettt e e eeeneeeeennnn Ps 8,788,158 Ps 10,231,997 Ps 11,862,116

The following table shows the time deposits held by the Bank at
December 31, 2004, by amount and maturity for deposits:

AT DECEMBER 31, 2004

(Ps million)

Up to 3 months (1) ..ttt ettt iiieeeenn Ps 575,661 Ps 623,369 Ps 1,199,030
From 3 to 6 months (1) c. i iiiinnnineeeeeeeeennnnans 457,003 299,816 756,819
From 6 to 12 months (1) .. v uiiinnneeeeeeeeenennnnans 198,958 170,353 369,311
More than 12 months (1) ...ttt et neeneeeeennn 689,978 101,253 791,231
Time deposits less than Ps 239 million (2)......... 949,931 294,884 1,244,815

TO T AL e ¢ v et e e e e e e eeee e e seeeenenneeeeseeeeennnnns Ps 2,871,531 Ps 1,489,675 Ps 4,361,206
(1) Time deposits higher than Ps 239 million (the equivalent of US$ 100,000 at

the Representative Market Rate as of December 31, 2004).

(2) The equivalent of US$ 100,000 at the Representative Market Rate as of
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December 31, 2004.

For a description of the average amount and the average rate paid of
deposits, see Item 4. Information on the Company - E. Selected Statistical
Information — E.1. Distribution of Assets, Liabilities and Stockholders' Equity;
Interest Rates and Interest Differential.

E.6. RETURN ON EQUITY AND ASSETS

The following table presents certain selected financial ratios of
the Bank for the periods indicated:

101
FOR THE FISCAL YEAR
ENDED DECEMBER 31,
2002 2003 2004
(in percentages)
Net income as a percentage of:
Average total assetsS. ...ttt ittt e e 1.88 3.40 3.62
Average shareholders' equity......covviveeeennn. 20.42 31.14 32.14
Dividends declared per share as a percentage of
net income per share(l) .......iuiiiiieeeeennnnns 36.18 33.42 37.47
Average shareholders' equity as a percentage of
average total assets. ...ttt ittt e e e 9.22 10.92 11.27
Return on interest-earning assets(2).............. 8.00 12.20 12.10
(1) Dividends are paid based on unconsolidated earnings. Net income per share
is calculated using the average number of Common Shares outstanding during
the year.
(2) Defined as total interest earned divided by average interest-earning
assets.
E.7. INTERBANK BORROWINGS

The following table sets forth interbank borrowings by the Bank for
the periods indicated:

AS OF DECEMBER 31,

(Ps million, except percentages)

End of period........ ... Ps 403,962 2.44% Ps 456,059 1.24% Ps 246,282
Weighted average during period.... 505,832 1.86% 317,258 1.67% 312,969
Maximum amount of borrowing at

any month-end................... (2)594,810 (3)477,975 (4)417,187

119



Edgar Filing: BANCOLOMBIA SA - Form 20-F

Interest paid during the year..... 9,404 5,293

(1) At the end of the year, the Bank typically increases its
dollar-denominated interbank borrowings, which represent the great
majority of interbank borrowings and which have lower interest rates.

(2) September.

(3) November.

(4) January.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
A. OPERATING RESULTS (5)

During 2004, there was an increase in the proportion of productive
assets to total assets, as well as an increase in the relation between
productive assets to interest-bearing liabilities. Likewise, there was a slight
decrease in the proportion that interest-bearing liabilities represent in the
funding structure. The deposit structure presented increases in the volume of
low—-cost deposits, such as checking accounts and savings accounts. These
variations had a positive impact in the net interest margin.

(5) Average balance sheet numbers are used in this section, unless otherwise
stated.
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The expansion of low-cost deposits and the bond issuance at the
beginning of the year allowed the Bank to increase the volume of the loan
portfolio and the investment portfolio. The loan portfolio showed an average
increase in volume of 28%, responding to the positive performance of the
Colombian economy, resulting in growth of more than 24% of the interest income
on loans, in spite of the decrease seen in the average nominal interest rate,
which dropped from 13.1% to 12.7%. The average growth of the investment
portfolio was 13.4% and interest on investments increased 11.7% in response to
fluctuations of interest rates and to the market value of these investments, in
particular TES bonds, which prices dropped during the first semester of the year
and then returned to their prior upward trend during the second semester.

In spite of the fact that the year 2004 was marked by high market
liquidity, as had been the year 2003, a competitive environment generated an
increase in deposit rates and a consequent reduction in the net interest margin.
Thus, although the average volume of interest-bearing liabilities showed an
increase of 13%, interest expenses at the end of the year increased nearly 22%.
This growth is explained not only by the increased volume and increases in some
average nominal deposit rates, such as savings accounts and time deposits that
rose 300 and 400 basis points, respectively, but also by the interest generated
by the Ps 400 billion bond issuance that the Bank made in order to increase the
duration of its interest-bearing liabilities, thus decreasing risks.

The Bank's 23% net income growth is explained by an increase of 19%
in net interest income compared to growth of 8% in operating expenses, including
merger and goodwill amortization expenses. The strategies that the Bank adopted
during 2004 to improve its efficiency enabled the operating expenses to
operating income ratio to drop from 55% to 51%. Finally, as a consequence of the
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tax credit expiration period ending in 2004, BC's income tax increased nearly
281%.

A.l. GENERAL DISCUSSION OF THE CHANGES IN RESULTS
RESULTS FROM OPERATIONS

BC's net income for 2004 totaled Ps 578,678 million, which
represents a 23.3% increase as compared to Ps 469,384 million obtained during
2003. This result reflects the behavior of the Colombian economy, as well as the
actions and efforts that the Bank made during the year to improve the structure
and quality of the assets and liabilities on its balance sheet.

Balance Sheet Structure

The general structure of the balance sheet showed a positive
evolution during 2004. The ratio of the average volume of interest-earning
assets over average total assets rose from 83% in 2003 to 87% in 2004, and the
ratio of interest-earning assets over interest-bearing liabilities increased
from 120% in 2003 to 128% in 2004.

The loan portfolio share of total interest-earning assets rose from
61% in 2003 to 65% in 2004, whereas the investment portfolio share of total
interest-earning assets dropped from 35% to 33% for the same period. Overnight
funds represented the remaining portion of total interest-earning assets, which
average volume share dropped from 4% in 2003 to 2% in 2004.
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In the total resource structure (liabilities and shareholders'
equity), on average, the share of liabilities dropped slightly from 2003 to
2004, from 89.1% to 88.7%. Interest-bearing liabilities decreased from an
average of 78% of total liabilities in 2003 to 77% in 2004, which resulted in
the decrease of total resources from 69% to 68%. Deposits, including
non-interest earning checking accounts, decreased from an average of 77% of
total liabilities in 2003 to 73% in 2004. Among said deposits, during 2004
checking accounts represented an average of 30% of the volume, time deposits 41%
and savings accounts 29%, as compared to 28%, 45%, and 27%, respectively in
2003, evidencing an increase in the share of low-cost deposits such as checking
accounts and savings accounts, which favored the net interest margin.

Finally, the increase in the shareholders' equity percentage of the
total resource structure rose from 10.9% to 11.3%, reflecting a decrease in the
leverage ratio, estimated as the total assets over average shareholders' equity,
which dropped from 915% in 2003 to 887% in 2004. The capital adequacy ratio rose
from 13.08% in 2003 to 13.44% in 2004, 444 basis points higher than the minimum
required by Colombian law, which evidences the Bank's strategies to consolidate
its solvency and soundness.

Balance Sheet Dynamics

Average total assets grew 15.7% in 2004, reaching an average of Ps
15,971,743 million as compared to an average of Ps 13,800,781 million in 2003,
when they grew 23.4% from Ps 11,181,361 million recorded in 2002.

The loan portfolio grew 28% from an average of Ps 7,012,079 million
in 2003 to Ps 8,972,315 million in 2004, whereas the investment portfolio grew
13.4%, from an average of Ps 4,048,244 million in 2003 to an average of Ps
4,592,112 million in 2004.

Total average liabilities grew 15.3%, totaling Ps 14,171,468 million
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in 2004 as compared to Ps 12,293,301 million recorded in 2003. Deposits grew
9.5%, going from an average of Ps 9,481,946 million in 2003 to an average of Ps
10,385,554 million in 2004. It is worth highlighting the increase in low-cost
deposits, such as checking accounts and savings accounts at rates of 15.3% and
17.4%, respectively, as compared with time deposits, which grew at a rate of
only 1.1%.

Balance Sheet Quality

At December 31, 2004, the non-performing past due loans share of the
total loan portfolio was 0.88%, whereas it was 0.95% at December 31, 2003
showing a positive evolution, and the total past due loans share of the total
loan portfolio dropped from 1.49% to 1.45%. Likewise, the non-performing loans
and foreclosed assets (after allowances) share of the shareholders' equity
dropped from 9% at December 31, 2003 to 7% at December 31, 2004.

The coverage ratio represented by the allowances for loans losses
over the total loan portfolio decreased from 323.7% at December 31, 2003 to
299.0% at December 31, 2004, which is consistent with the general improvement in
loan portfolio quality, related to the positive evolution of the Colombian
economy in recent years.
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Income Statement's Structure - Breakdown Analysis

Upon analyzing the composition of the net income obtained during
2004, the total operating income recorded at the end of the year reached Ps
1,827,827 million. Of this amount, the income corresponding to net interest,
including net income from operating leasing and gains on sales of investments,
represented 66% (Ps 1,214,933 million), income corresponding to fees and
services, represented 22% (Ps 402,344 million), and income corresponding to
other operating income represented the remaining 12% (Ps 210,550 million). In
2003 there was a similar general structure of the composition of operating
income before provisions, with 66%, 21%, and 13%, respectively.

Also, provisions for loans portfolio losses, accrued interest, and
foreclosed assets, which in 2003 represented 14% of total operating income, in
2004 represented only 8% (Ps 143,581 million), whereas operating expenses, not
including merger expenses, which in 2003 represented 55% of such income, in 2004
represented 51%, thus showing a positive evolution in BC's efficiency levels.

As a result of the above, the operating margin after total operating
expenses and provisions was 41% of total operating income in 2004 (Ps 748,061
million) as compared to 31% recorded in 2003.

Taking this net income after operating expenses and provisions as a
new reference, net non-operating income rose an additional 10% in 2004 (Ps
71,853 million), even while provisions for income taxes deducted 11.8% from net
income after operating expenses and provisions in 2003 as compared to 29.2% in
2004 (Ps 238,810 million), for a final net income in 2004 of Ps 578,678 million,
as we mentioned above. The change in the share of provisions for income taxes is
related to the change in tax rates due to the tax credit expiration, as is
described in more detail below.

General Income Statement Dynamics

In general terms, the growth in income and expenses during 2004 was
more balanced than the growth recorded in 2003. The increase of 23.3% recorded
in net income in 2004 as compared to that obtained in 2003 may be explained by
an increase of 19% in net interest income to Ps 1,094,833 million as compared to
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an increase of only 8% in operating expenses to Ps 936,185 million.

BC's net income for 2003 totaled Ps 469,384 million, an increase of
123.1% from Ps 210,380 million in 2002. Interest income was a determining factor
for this growth, as it totaled Ps 1,400,255 million in 2003, an increase of
89.7% as compared to 2002.

The increase in net interest income in 2004 was mainly due to the
result observed in loan portfolio interest that totaled Ps 1,140,887 million,
recording an increase of 24.2% as compared to the loan portfolio interest
obtained in 2003. Also, income from investments, which represented Ps 532,517
million in 2004, increased 11.7% as compared to 2003. However, this change is
not comparable to 2002 when the financial statements were affected by a change
in Colombian regulations introduced near the end of 2002 regarding the
investment valuation methodology. In 2004 the moderate growth is mainly
explained by the decline in Colombian bond prices that took place during the
second quarter. Nevertheless, the trend in Colombian bond prices corrected
during the second half of the year.

Other net operating income, from which we highlight that associated
with fees and services, operating leases, and gains on sales of investments,
recorded an increase of 8.6% in 2004 as compared to the previous year, as it
rose from Ps 674,647 million to Ps 732,994 million.
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Operating expenses, including goodwill amortization and merger
expenses, rose from Ps 869,350 million in 2003 to Ps 936,185 million in 2004,
which represents an increase of less than 8%, as we mentioned above.

As a result of the tax credit expiration, the Bank's income tax
recorded an increase of approximately 281% in 2004.

As a result of greater market liquidity, interest expense increased
only 3.1% from 2002 to 2003, allowing net interest income to reach Ps 919,742
million at December 31, 2003. This represents an increase of 238.2% as compared
to December 31, 2002, when net interest income was Ps 271,961 million. Operating
expenses totaled Ps 869,350 million at December 31, 2003, an increase of 15% as
compared to Ps 755,801 million on December 31, 2002. However, if we exclude
non-recurring expenses due to goodwill amortization and expenses related to the
merger with Banco de Colombia S.A., the increase represents 12.1% as compared to
December 31, 2002.

YEAR ENDED DECEMBER 31,

2002 2003 2004
(Ps million)
NET INCOME :

Net interest income.........c. ittt ennnnnn Ps 271,961 Ps 919,742 Ps 1,094,833
Provision for loan and accrued interest

o T =T = (115,154) (162,058) (104,632)
Provision for foreclosed assets and other

o= i = (71,212) (68,892) (38,949)
Other operating income..........cciiiiieeeennnn. 828,977 674,647 732,994
Non-operating income ........c.c.oiiiiiieennnnenn. 79,787 37,600 71,853
Operating eXPeNSES . v vttt ittt et eeeeeeeeeannns (755,801) (869, 350) (936,185)
Income before taxes. ...ttt it neennnn 238,558 531,689 819,914
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Minority dnterest....... ..ottt 14,440 330 (2,426)
TNCOME £ AX e e i ettt ettt et ee e et e eeeeneeneeeeeenens (42,618) (62,635) (238,810)
NET INCOME . vttt et e eeenneeeeeseennnnns Ps 210,380 Ps 469,384 Ps 578,678

INTEREST INCOME

The interest income for the year ending December 31, 2004, totaled
Ps 1,680,577 million, which represents a 20% increase from Ps 1,400,255 for
2003.

The average volume of interest-earning assets or productive assets
showed an increase of 21.3% as it rose from Ps 11,466,269 million in 2003 to Ps
13,905,061 million in 2004. The increase in interest income generation was
mostly due to the behavior of the loan portfolio volume, which showed an average
growth after allowances of 28%, from Ps 7,012,079 million in 2003 to Ps
8,972,315 million in 2004. The average loan portfolio grew 29.8% in 2003 from Ps
5,401,872 million in 2002, reflecting the expansion of and increased confidence
in the Colombian economy. Although the average rate of return for the loan
portfolio decreased from 13.4% in 2002 to 13.1% in 2003, the interest income
from the loan portfolio increased 26.5% in the same period. The increase in loan
demand in 2004 reflects the expansion of the Colombian economy during 2004,
which grew 3.96%.

The amount of past due loans increased 21% in 2004, whereas
non-performing loans increased 16% in the same period. Non-performing loans
represented 64% of total past due loans in 2003 but only represented 61% in
2004, which also improved interest income.
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Likewise, the average volume of the investment portfolio increased
from Ps 4,048,244 million in 2003 to Ps 4,592,112 million in 2004, representing
an increase of 13.4%. The average volume of the investment portfolio grew 13.3%
from 2002 to 2003. However, the rate of return increased 11.8%, rising from Ps
247 million at December 31, 2002, to Ps 476,720 million at December 31, 2003.
These numbers, however, also reflect new regulations issued by the
Superintendency of Banking and effective as of September 1, 2002. See note 2(qg)
to the Financial Statements.

The increase in the loan portfolio volume enabled an increase in
interest income of 24.2%, rising from Ps 918,772 million in 2003 to Ps 1,140,887
million in 2004. This growth was favored by the expiration during 2004 of grace
periods for a significant number of restructured loans. As a result, the changes
in the interest on loans was positive, despite the fact that the average nominal
interest rate dropped 40 basis points, from 13.1% in 2003 to 12.7% at 2004.
Differential analysis shows that due to the loan portfolio growth, there was an
increase in interest income of Ps 247,209 million (26.9% more than the previous
year); however, the negative effect of the reduction in the average interest
rate on the loan portfolio produced a decrease of Ps 25,094 million as compared
to the amount of interest generated in 2003 (representing 2.7% of such
interest) .

The loan portfolio interest rate decrease occurred in the local
currency loan portfolio, which in 2004 represented 78.5% of the total loan
portfolio (0.3% less than the previous year), the average nominal rate of which
dropped from 15.4% to 14.8% from 2003 to 2004, whereas the foreign currency
interest rate rose from 4.7% to 5.2% for the same period.
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Income associated with the investment portfolio grew 11.7%, rising
from Ps 476,720 million in 2003 to Ps 532,517 million in 2004. The positive
performance of this portfolio was primarily due to the upward price trend of the
Treasury Bonds (TES) during the second half of 2004, despite the fact that the
average nominal yield for the investment portfolio dropped from 11.8% in 2003 to
11.6% in 2004. The yield decrease had a negative effect of 3.5% on the increase
in income as compared to the previous year, which, solely by virtue of the
increase in the portfolio volume, would have otherwise been 15.2%.

In general terms and taking into account total interest-earning
assets, the negative effect due to the drop in interest rates represented a 2.8%
lower increase in interest income in 2004 as compared to 2003, which, only
taking into consideration the growth in volume, would have otherwise represented
22.8%, not the 20% shown.

INTEREST EXPENSE

The interest expense in 2004 totaled Ps 585,744 million, which
represents an increase of 21.9% as compared to Ps 480,513 million in 2003.
Interest expense rose 3.1% in 2003 from Ps 466,223 million in 2002. In spite of
the decrease in the nominal rates of return for time deposits, which fell from
7.3% in 2002 to 5.9% in 2003, and for savings deposits, which fell from 4.9% in
2002 to 4.4% in 2003, the average volume of time deposits rose 18.8% in 2003,
and the volume of savings deposits rose 19%. These increases reflected efforts
made by the commercial areas of BC to attract additional low-cost deposits, as
well as a general decrease in Colombian market rates due to high liquidity.

The average volume of interest-bearing liabilities showed an
increase of 13% during the year, going from Ps 9,590,591 million in 2003 to Ps
10,866,494 million in 2004. In February 2004, BC issued bonds in the amount of
Ps 400,000 million, for the purpose of extending the duration of BC's
interest-bearing liabilities. As a result, the average growth of time deposits
was only 1.1% during 2004, as compared to a growth of 18.8% during 2003. In
addition, the average volume of interest-bearing checking accounts and of
savings accounts each rose 17%.
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As to the interest-bearing liabilities, during 2004 the issued bonds
bore interest in the amount of Ps 41,239 million; this figure partially
represents the increase in interest expense.

Interest paid on savings accounts and on time deposits showed an
increase of 24% and 7.1%, respectively, as compared to the previous year.
Similar to interest-earning assets, this was mainly due to the increase in
volume of savings accounts and time deposits, although it was also influenced by
the increase in deposit rates. The average nominal interest rate paid on savings
accounts rose from 4.4% in 2003 to 4.7% in 2004, and the CD's rate increased 40
basis points, reaching 6.3% in 2004, as compared to 5.9% in 2003. Even though
2004 and 2003 were both marked by high market liquidity, competition in the
market generated an increase in deposit rates and the resulting reduction in the
net interest margin.

Upon making the differential analysis of the growth in interest
expense associated with the increase in volume of deposits and the growth in
interest expense associated with the increase in average interest rates, the
outcome shows that 75% of the CD's interest increase was due to a growth in
volume and only 25% was due to the growth in the average interest rate whereas
for savings accounts the percentages were 78% and 22%, respectively. Upon
analyzing the growth in total interest expense considering the increase in the
average volume of interest-bearing liabilities and in the rates paid on their
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different components, we found that 85% of the increase in interest expense was
due to the growth in volume of deposits and only 15% was attributable to the
increase in average interest rates.

NET INTEREST INCOME

As we mentioned above, the net interest income grew 19%, from Ps
919,742 million in 2003 to Ps 1,094,833 million in 2004. The foregoing, added to
the variations seen in interest-earning assets, led to a stable result regarding
the net interest margin that, calculated as the net interest income over the
average volume of interest-earning assets for 2003 and 2004, shows a slight drop
from 8.0% to 7.9%. BC's net interest income in 2003 increased 238.2% from Ps
271,961 million in 2002. This increase resulted in part from BC's efforts to
improve the funding mix through an increase in low-cost deposits and an increase
in interest-earnings assets. The nominal rate of return for interest-earning
assets rose from 8.0% in 2002 to 12.2% in 2003. The nominal rate of return for
interest-bearing liabilities decreased 0.9%, registering 5.0% in 2003, compared
to 5.9% for 2002.

The growth observed in interest-earning assets and interest-bearing
liabilities was 21% and 13%, respectively, as was explained in detail in the
sections above. The share of interest-earning assets in total assets and in
interest-bearing liabilities increased from 83% to 87% in the first case and
from 120% to 128% in the second case, which favors the net interest margin in
spite of the decrease seen in the loan portfolio average interest rate and in
the investment portfolio average yield and the increase seen in deposit rates,
which were explained in detail above.

Upon making a global analysis, we found that the nominal average
interest-earning asset rate was 12.1% for 2004, remaining quite stable as
compared to 2003 when it was 12.2%. Also, the nominal average interest-bearing
liabilities rate was 5.4% for 2004, increasing as compared to 5.0% for 2003.

As a result of these variations in volumes and rates, and as was
explained in detail in the corresponding sections, there was a growth of 20% in
interest income from 2003 to 2004, as compared to a growth of 21.9% in interest
expenses. The growth in income was related to the effect of the increase in
volume of loans and was limited by the effect of the drop in the average nominal
loan portfolio rate and the average nominal investment portfolio yield. In
addition, 85% of the interest expense growth is explained by the increase in the
volume of interest-bearing liabilities and the remaining 15% growth was due to
the increase in deposit interest rates. Therefore, there is net interest growth
of 19%, which combined with the growth of 20% recorded in interest-earning
assets returns a net interest margin in 2004 almost identical to the one
obtained in 2003.
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Average Nominal
Interest Rate and
Net Interest Margin
1999 - 2004

[LINE GRAPH]

Average Nominal
Interest Rate and
Net Interest Margin
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1999 2000 2001 2002 2003 2004
Interest earning assets 20.2% 14.2% 11.7% 8.0% 12.2% 12.1%
Interest bearing liabilities 13.2% 8.6% 8.2% 5.9% 5.0% 5.4%
Net interest margin 6.7% 6.5% 4.7% 3.0% 8.0% 7.9%

The following table shows components of the Bank's consolidated net
interest income before provisions for loan and accrued interest losses:

YEAR ENDED DECEMBER 31,

(Ps million, except percentages)

INTEREST INCOME:

T Y=o = Ps 726,112 Ps 918,772 Ps
Investment securities.......i ittt ininennn. 247 476,720
Overnight funds.........o ittt ennnnennnn 11,825 4,763

TOTAL INTEREST INCOME. . ¢t vvveeneeeeeenenennnnns 738,184 1,400,255

INTEREST EXPENSE:

Time deposits and checking accounts............... 273,253 261,533
Savings deposSitS . ittt e e e e e e e e e e 106,825 113,968
Borrowings from domestic development banks........ 49,317 58,456
Interbank DOrrowingsS.......cuiiiii it iineeneeeeenns 9,404 5,293
Amortized premium on investments.................. 26,645 38,423
Long-term debt ... ...ttt ittt et 779 2,840

TOTAL INTEREST EXPENSE. . ...ttt ittt teeneeenns 466,223 480,513

NET INTEREST INCOME...... ittt ininenennn. Ps 271,961 Ps 919,742 Ps
Average nominal interest rates on loans........... 13.4% 13.1%
Average nominal interest rates on time deposits... 7.3% 5.9%
Average nominal interest rates on savings 4.9% 4.4%

[0 L T = =
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PROVISIONS FOR LOAN AND ACCRUED INTEREST LOSSES

The recovery of the Colombian economy was reflected in the payment
behavior of borrowers during 2004. Due to the above, the provision for loan
portfolio and accrued interest losses decreased 35.4%, from Ps 162,058 million
in 2003 to Ps 104,632 million in 2004. Provisions for loan portfolio and accrued
interest losses in 2003 increased 40.7% from Ps 115,154 million in 2002. This
increase resulted mostly from the growth in the average volume of the loan
portfolio, from Ps 5,401,872 million in 2002 to Ps 7,012,079 million in 2003, an
increase of 30%.

During 2004, BC modified its policy for consumer and small business
loans, for purposes of covering the greater risk levels determined during the
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Credit Risk Manangement System ("SARC" "Sistema de Administracion de Riesgo
Crediticio") implementation process. For a description of this process see Item
4. Information on the Company - E. Selected Statistical Information - E.4.
Summary of Loan Loss Experience. This change led to a growth in the allowances
for consumer and small business loans on the consolidated balance sheet of 80%
and 105%, respectively. Allowances for loan portfolio losses on the consolidated
balance sheet rose from Ps 387,263 million to Ps 434,378 million, representing a
growth of 12% from 2003 to 2004.

Therefore, as of December 31, 2004, 61% of the Bank's past due loans
were non-performing as compared to 63.7% as of December 31, 2003. The past due
loans coverage reached 299% and the non-performing loans coverage was 491%.

Allowances for loans and accrued interest losses, as a percentage of
the non-performing loans, were 515% in 2003, and 317% in 2002 mainly due to an
increase in general provisions and improvement in the financial situations of
our clients.

The allowances for loan losses under U.S. GAAP differ from those
under Colombian GAAP. Under Colombian GAAP, an allowance for loan losses is
created for each individual loan based on the risk classification system
established by the Superintendency of Banking. Additionally, the Superintendency
of Banking requires a general allowance of 1% of the total loans. This general
reserve, not tied to any specific loans, is established to absorb losses
inherent in the existing loan portfolio in future periods. Under U.S. GAAP, FASB
Statement No. 114 established an individual test for impaired loans. This is
measured based on the present value of expected future cash flows, market price
or fair value of collateral, if the loan is collateral dependent. As of December
31, 2002, 2003 and 2004, the allowances for loan losses existing under Colombian
GAAP were Ps 332,324 million, Ps 387,263 million and Ps 434,378 million,
respectively, and the allowances that would have been required under U.S. GAAP
were Ps 348,502 million, Ps 363,068 million and Ps 393,138 million,
respectively.

OTHER OPERATING INCOME

BC's other operating income consists largely of fees and service
charges. Fees include credit card merchant fees, credit and debit card annual
fees, checking fees, warehouse and logistic services fees, commissions and fees
from fiduciary activities and letters of credit. Service charges consist
primarily of money transfer fees, remittances, bank acceptances and electronic
services.

Net income from commissions and services increased 20.8% totaling Ps
402,344 million in 2004 as compared to Ps 333,025 million in 2003. This growth
is the result of the Bank's strategy during 2004 to increase the use of
electronic channels, as well as the Bank's positioning in the credit card
market, including the expansion of the American Express franchise. Likewise,
special emphasis was made on the money remittances market, a business with great
potential given the ever-growing number of Colombians abroad. At December 31,
2004, 78.8% of the Bank's (unconsolidated) transactions were effected through
distribution channels different from the branches.
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Net income from commissions and services increased from Ps 292,308
million in 2002, to Ps 333,025 million in 2003, an increase of 14%.
Foreign exchange operations (including income from forward

contracts), another component of operating income, also yielded gains in 2004,
rising from Ps 49,751 million at December 31, 2003, to Ps 56,774 million at
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December 31, 2004, an increase of 14%, whereas at December 31, 2002 their value
was Ps 30,759 million.

Also, income from dividends mainly from BC investments in
non-affiliate companies, Conavi S.A., Corfinsura S.A., and Proteccion S.A.,
totaled Ps 30,546 million at 2004, remaining stable as compared to 2003, year in
which they had reached a total of Ps 30,734 million, which represented an
increase of 57.7% from Ps 19,491 million as compared to 2002.

Income associated with financial leases registered another good year
for the Bank. At December 31, 2004, leasing income totaled Ps 99,854 million,
representing an increase of 69.9% as compared to Ps 58,774 million in 2003. BC
affiliates, Bancolombia (Panama) S.A. and Leasing Colombia, provide financial
leases to commercial customers, while Sufinanciamiento provides financial leases
to consumers. Income from leasing operations increased 48% in 2003, from Ps
39,596 million at December 31, 2002. This increase was influenced by tax reforms
(Law 863 of December 29, 2003) that provide an incentive for Colombian companies
to enter into leasing contracts.

Commercial subsidiaries also provide revenue from the production and
commercialization of agro-chemical fertilizers, load transportation, and
royalties stemming from mining operations. In 2004, income from real sector
subsidiaries amounted to Ps 78,973 million, increasing 3.3% as compared to Ps
76,446 million in 2003. Growth in the Colombian economy, which was 3.96% for
2004, directly influenced the results of these companies. Revenue from these
operations showed a 45% increase during 2003 from Ps 52,759 million in 2002.

The following table summarizes the components of the Bank's other
operating income for the last three fiscal years:

YEAR ENDED DECEMBER 31,

2002 2003 2004
(Ps million)
OTHER OPERATING INCOME:
Fees and service charges, net..........cciiie... Ps 292,308 Ps 333,025 Ps 402,344
Foreign exchange gain (loss), net................ 93,371 39,262 (90, 706)
Dividend income (1) ...t ininnneeeeeeeeennnnnns 19,491 30,734 30,546
Forward contracts gain (loss), net............... (62,612) 10,489 147,480
Financial 1easSesS ... it iie ettt eeeeeeneeeneenenn 39,596 58,774 99,854
Revenues from commercial subsidiaries............ 52,759 76,446 78,973
Gains on sales of investments, net............... 372,793 75,540 20,246
[l o L 21,271 50,377 44,257
TOTAL OTHER OPERATING INCOME........voev... Ps 828,977 Ps 674,647 Ps 732,994
(1) Income from dividends represents only the recognition of income from

unconsolidated subsidiaries under Colombian GAAP.
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OTHER OPERATING EXPENSES
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In 2004, Bancolombia's operating expenses, including merger
expenses, increased 7.7% from Ps 936,185 million as compared to Ps 869,350
million in 2003.

Expenses associated with employee salaries and company benefits were
Ps 396,480 million in 2004, as compared to Ps 343,308 million in 2003. This
variation was greatly due to the salary increase approved for 2004 and to the
hiring of 554 additional employees. Salary expenditures rose during 2003 from Ps
286,307 million in 2002, which increase resulted largely from the complete
amortization of the Bank's outstanding pension liability, increases in salaries
and the hiring of 420 contract employees during 2003.

Administrative expenses and other expenses totaled Ps 451,095
million at 2004, which represents an increase of 12.0% as compared to Ps 402,685
million in 2003. During 2004, donations amounted to Ps 11,060 million,
representing significant tax benefits for the Bank.

During 2004, the Bank's operating expenses increased 7.7%. This
percentage is near the Colombian inflation rate for 2004.

The ratio of operating expenses over total average assets dropped
from 6.3% in 2003 to 5.9% in 2004, and the ratio of operating expenses over
operating income dropped from 54.5% in 2003 to 51.2% in 2004. Net income from
fees and service charges over operating expenses (without including merger
expenses and goodwill amortization) increased from 41% recorded in 2003 to 44%
in 2004.

MERGER EXPENSES AND GOODWILL AMORTIZATION

BC completed its merger with Banco de Colombia S.A. on April 3,
1998. For each of fiscal years 2004 and 2003, the amortization of goodwill
recorded in connection with the merger with Banco de Colombia S.A. totaled Ps
22,648 million. As of December 31, 2004, outstanding goodwill from the merger
totaled Ps 73,607 million, which the Bank intends to continue to amortize at Ps
22,648 million each year for the next four years. In 2003, BC amortized Ps
29,627 million of goodwill related to the acquisition of Sufinanciamiento S.A.
BC also amortized Ps 6,721 million of the goodwill derived from its increased
investment in Fiducolombia S.A.

For year 2002, merger expenses and goodwill amortization totaled Ps
33,028 million.

The following table summarizes the principal components of BC's
operating expenses for the last three fiscal years:

YEAR ENDED DECEMBER

(Ps million)

OPERATING EXPENSES:

Salaries and employee benefits. ... ittt e e e Ps 286,307 Ps 343,308
Severance benef it s . vttt et e e e e e e e e e e e e e e 29,575 22,959
Administrative and oOther eXPEenNSeS. ...ttt ittt eeneeeeeeeenns 362,495 402,685
DepPreCiation ittt e e e e e e e e e e e e e e e e e e 34,444 40,625
Losses on sales O0f 10ans, Net ... ittt ettt eeeeeeeeeenenneenn 9,952 -
ISR ale £ D g oYY o 1= = R 10,379 -
Goodwill amortization (L) v v v in ittt ittt et et ettt e ettt eeee e 22,649 59,773
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TOTAL OPERATING EXPENSES. .. ...ttt i i ittt Ps 755,801 Ps 869,350

(1) As of December 31, 2003, included the amortization of the goodwill derived
from: merger with Banco de Colombia, the acquisition of Sufinanciamiento
and the increase in the participation on Fiducolombia.
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NON-OPERATING INCOME (EXPENSES)

Non-operating income includes recovered written-off loans, as well
as the recovery of provisions for foreclosed assets; property, plant and
equipment, and other assets. It also includes gains from the sale of foreclosed
assets, real estate, and other assets.

Net non-operating income for 2004 totaled Ps 71,853 million, growing
91% as compared to Ps 37,600 million in 2003. This increase is due to a
significant volume of recovered written-off loans that showed growth of nearly
55%. In addition, by donating fixed assets and foreclosed assets, the provisions
associated with such assets and goods were recovered.

For 2003, net non-operating income decreased 53% from Ps 79,787
million for 2002, which was partially explained by the improvement in the
Colombian economy, which allowed the Bank's loan portfolio quality to improve
and led to the receipt by the Bank of fewer foreclosed assets.

The following table summarizes the components of BC's non-operating
income and expenses for the last three fiscal years:

YEAR ENDED DECEMBER 3

(Ps million)

NON-OPERATING INCOME (EXPENSES) :

Other INnComMe. . @ittt ittt et ettt et ettt ittt e eeeeenes Ps 131,026 Ps 83,041
(O ol TS oD 4 o o F= = (51,239) (45,441)
TOTAL NON-OPERATING INCOME (EXPENSES), NET..... Ps 79,787 Ps 37,600

INCOME TAX EXPENSES

Income tax for 2004 represented Ps 238,810 million as compared to Ps
62,635 million in 2003. Due to the expiration of BC's tax credit, income tax for
2004 was calculated based on net taxable income, different from past years when
it was calculated based on presumed income. In 2003, BC's income tax increased
47% over Ps 42,618 million in 2002. This increase resulted primarily from BC's
higher taxable fiscal income and higher shareholders' equity, which form the
basis for computing Colombia's income tax and presumed income tax, respectively.

Law 788 of 2002 established a surcharge tax that increased the
income tax rate for corporations from 35% to 38.5%. This surcharge tax, however,
did not apply to those corporations that had been accepted in the "Tax Stability
Regime" established by the Colombian government. Bancolombia and Leasing
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Colombia are under this regime for ten years beginning on January 2001.
Fiducolombia and Colcorp have requested to be included in the regime of tax
stability, but a definite decision has not been given yet.

Pursuant to the "Tax Stability Regime", Bancolombia and Leasing
Colombia agreed to be taxed at a total income tax rate of 37% beginning on
January 1, 2001 (2% higher than the prevailing income tax rate at that time), in
exchange for exemption from increases in the income tax rate and from any other
new taxes until December 31, 2010. As a result, these companies currently
benefit from a 37% income tax rate, rather than the 38.5% rate generally
applicable to other corporations.
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NET INCOME INFORMATION UNDER U.S. GAAP

The Financial Statements included elsewhere in this Annual Report
have been prepared in accordance with Colombian GAAP, which differs in certain
significant respects from U.S. GAAP. The principal differences between U.S. and
Colombian GAAP that affect net income include the methods of accounting for
income taxes, employee benefit plans, loan origination fees and costs, business
combinations and allowances for loan losses. For a summary of the most
significant adjustments required to calculate net income under U.S. GAAP, see
Note 33 to the Financial Statements.

A.2. IMPACT OF ECONOMIC, FISCAL AND MONETARY POLICIES OR POLITICAL
FACTORS IN BANCOLOMBIA'S RESULTS

Bancolombia's operations are affected by factors such as the growth
of the Colombian economy, the dynamics of the lending business, the Central
Bank's monetary policy measures, domestic price levels, exchange rate evolution,
the nature of the fiscal policy, the behavior of external markets and
competition with other financial institutions.

ECONOMIC GROWTH AND FINANCIAL SECTOR DYNAMICS

The Colombian economy and the financial system have grown
dynamically in recent years and their recovery has strengthened in 2004. From
January to December 2004, the economy grew 3.96% in annual terms and the
financial sector grew 9.24%. The financial sector is greatly influenced by the
dynamics of the economy. High rates of economic growth produce better results in
the various categories included in credit institutions' statements of
operations: there are more credits granted and more commissions, fewer past due
loans and, therefore, less need to increase provisions on BC's balance sheet. As
a result, BC earns more profits and maintains better financial indicators.

At the end of the 1990s, the economic crisis negatively influenced
financial institutions, resulting in higher reported losses. This led to a
series of measures in the following years, to counterattack the crisis. Such
measures, along with improvements in macroeconomic indicators, permitted greater
stability in Colombia's financial sector in recent years.

Future prospects for the financial sector as a whole, and for
Bancolombia specifically, will depend on regulatory and legal changes, including
those that result from the globalization of financial services, privatizations,
and continued economic growth, which will depend in part on the conclusion of
government initiatives regarding tax and pension reform as well as other factors
listed in the following chart:
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FAVORABLE FACTORS FOR THE COLOMBIAN
ECONOMY - MID-TERM

- Policies supporting macroeconomic -
stabilization
- Achievements in democratic security -
- Greater confidence in the economy -
- Growth of aggregate demand
- Higher perspectives of financial -
services levels as a percentage of GDP -
- Low interest rates -
- Greater use of installed capacity
- Increased exports to the United
States and Venezuela
- Positive foreign demand for
non-traditional products

UNFAVORABLE FACTORS FOR THE COLOMBIAN
ECONOMY - MID-TERM

Higher unemployment expectations due to

fiscal adjustments

Reduction of proven o0il reserves
New tax burdens to cover the fiscal
deficit

A modified value added tax (VAT)
Increases in foreign interest rates

Expectations regarding the Presidential

re-election

There is no guarantee of sustained economic growth, and new fiscal
restrictions could result in a reduction in demand and slow the rate of economic
growth. Such events could negatively affect BC's results.

CENTRAL BANK MONETARY POLICY MEASURES

The Central Bank has aided Colombia's economic recovery by
successfully preserving appropriate interest rate levels. In general, it appears
the Central Bank has successfully met its proposed goals for applying the

monetary policy.

Nominal interest rates are at levels that do not cause monetary

instability or inflationary pressures, at near 7.6%.

Also, the real interest

rate in 2004 reached a level of 1.69%. We expect the rates to remain stable,

preserving macroeconomic balance.

The stable monetary policies have permitted BC greater flexibility,
with current interest rates producing sufficient liquidity to reduce the cost of
funding resources. However, there is no guarantee that the expansionary monetary

policy will continue, and if interest rates increase,
affected by higher funding costs.

DOMESTIC PRICE LEVELS

BC's results will be

The inflation rate was low in 2004, closing the year at 5.5%, within
the range projected by the Central Bank (5% to 6%). We expect that a similar
inflation rate will continue during 2005. As a result of low inflation and low
interest rates, increased economic activity and good financial performance
(including good performance by BC) can be expected. A variation in the inflation
rate could generate increases or decreases in returns on the loan portfolio as
they relate to interest rates and, therefore, this could affect the Bank's

statements of operations.
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EXCHANGE RATE EVOLUTION

The real exchange rate index remains above 117 in 2004. It was above
135 in 2003. Such levels strengthen the preferred trade exchange with the ATPDEA
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(Andean Trade Promotion and Drug Eradication Act), promote the negotiation of
bilateral agreements, such as the FTA (Free Trade Agreement) with the United
States, and promote some advantages in our participation in AFTA (America's Free
Trade Agreement) in 2006. It is believed controlling inflation in Colombia is
Colombia's best instrument for competitiveness. Exchange rate volatility could
affect BC's business in U.S. dollars, that represent about 9.9% of its total
assets.

NATURE OF FISCAL POLICY

One of the difficulties that Colombia has faced in recent years has
been financing the public sector budget. The CPS (Consolidated Public Sector)
deficit rose to nearly 2.7% of the GDP in 2003; however, it dropped to around
1.2% of the GDP in 2004, and is estimated at 2.5% of the GDP for 2005. This
situation goes hand in hand with high levels of external and internal
indebtedness.

To help manage the internal indebtedness, the Colombian financial
system became the main buyer of Colombian Treasury bonds (TES). BC is the
largest holder of Colombian public debt. As a result, there could be a risk of
significant exposure for credit institutions holding such kind of securities
including Bancolombia.

In order to manage the non-financial sector deficit, the Government
has initiated structural reforms (tax and pension) aimed at relieving its budget
imbalances. Continuous tax increases are a factor that does not favor dynamic
growth because it adversely affects demand.

The recent tax reform effective as of January 1, 2004, included an
increase in the tax on financial transactions from 2004 to 2007 from 0.3% to
0.4%. For the financial sector, this implies alterations that will have damaging
effects, such as: increasing reliance on cash given the financial costs that the
tax implies, increasing demand on cash resources for financial institutions,
less use of checks in the economy, reducing the use of electronic services at
the Central Bank and surcharges on funding, among others.

As BC is protected by the tax stability regime, it is not subject to
any national level tax created since the year 2001, such as the financial
transaction tax over it is own transactions, as well as the 0.3% tax on equity.
See Item 5. Operating and Financial Review and Prospects - A. Operating Results
— A.l. General Discussion of the Changes in Results - Income Tax Expenses.

EXTERNAL MARKET BEHAVIOR

For the Colombian economy, during the year 2004, foreign trade was a
source of opportunities to strengthen economic growth through agreements such as
the ATPDEA (Andean Trade Promotion and Drug Eradication Act) now in force and
the FTA (Free Trade Agreement) with the United States being negotiated, as well
as through the AFTA (America's Free Trade Agreement) with the United States that
will enter into effect in 2006. Likewise, the support given by multilateral
lending institutions, the IMF and the IADB (Inter-American Development Bank),
and also by countries such as the United States, has been and will continue to
be of great importance. BC may benefit from this support as it offers a broad
array of products that facilitate the export process.
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Moreover, the ever increasing remittances (transfers of foreign
currency from Colombians abroad to Colombians in Colombia) have surpassed export
levels of traditional products such as coffee. Based on IADB estimates, in 2004,
remittances will represent nearly USS$ 4,460 billion, as compared with US$ 3,145
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billion in 2003 and nearly US$2,770 billion in 2002. BC may increase its market
share in the remittance market by broadening its remittance receiving channels.

COMPETITION FROM OTHER FINANCIAL INSTITUTIONS

The Colombian financial market is highly competitive. In the past
decade, Colombian banking has been re-shaped as a result of market deregulation,
growing consumption and the introduction of international competitors. The above
situation has led to a greater degree of financial system consolidation, which
we believe will continue in upcoming years. This consolidation will in turn lead
to the creation of larger institutions that are expected to generate economies
of scale.

Increased competitiveness and industry consolidation could affect
BC's market share.

Bancolombia's results and, more specifically, ADR prices will depend
on developments affecting each of the factors described above.

B. LIQUIDITY AND CAPITAL RESOURCES
B.1. LIQUIDITY AND FUNDING

The Central Bank establishes reserve requirements that determine the
minimum amount of liquidity for Colombian banks. In order to meet its own
working capital needs, to honor withdrawals of deposits, to make payments upon
maturity of liabilities, and to extend loans, we maintain a proper balance
between maturity distribution and diversity of funding sources.

Interest rate volatility and political uncertainty in the Colombian
financial system have led investors to prefer short-term investments, making
medium and long-term financing harder to acquire. BC's deposit base is
short-term, but its stable nature has enabled BC to offer longer-term loans with
a wider margin. We believe that longer term funding will soon become more
available and will enable financial institutions to minimize liquidity risks. We
believe that our working capital is sufficient for present requirements. For
additional information about risk management see Item 11. Quantitative and
Qualitative Disclosures about Market Risk.

BC maintained a short-term negative gap during 2004 and also 2003 in
terms of maturities. Checking and savings accounts and time deposits are our
most important sources of funding.

However, we have different sources of liquidity, including
short-term and trading investments, borrowings from domestic development banks,
interbank borrowing and securities repurchase transactions, overnight funds and
access to funds from the Central Bank, all of which were used from time to time
on a short-term basis.
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The following chart shows checking, time deposits and saving
deposits as a percentage of BC's overall deposits for the years, 2002, 2003 and
2004:

2002 2003 2004

Checking deposits 25.4% 28.0% 26.8%
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Time deposits 34.0% 33.4% 30.7%
Saving deposits 22.6% 18.3% 24.9%

BC relies primarily on short-term deposits for its funding but
manages its risk and maintains reserves with the intention, although not the
guarantee, that in the case of a sudden shortage of funds in the Colombian
banking system and money markets, BC will be able to maintain its levels of
funding while minimizing funding costs and avoiding liquidation of assets.

As part of the Bank's strategy to acquire longer-term financing, on
February 11, 2004, Bancolombia issued ordinary bonds totaling Ps 400 billion in
the Colombian market. The bonds were offered in Colombia and are registered with
the Colombian Stock Exchange. As of December 31, 2004 the aggregate face value
of bonds issued by the Bank was Ps 552,531 million. For further information see
note 20 in the Consolidated Financial Statements.

As a result of this offering, Bancolombia has improved its liability
structure by extending the duration of its liabilities. This provides the Bank
with greater liquidity to fund its long-term loans, reducing reliance on
short-term borrowings and thus reducing risk. The Bank may intend to continue
and increase the use of this type of funding in the future.

Cash flows for the Bank include net cash provided for operating
activities, net cash used in investing activities and net cash provided by
financing activities. The following table shows those flows for the years ended
December 31, 2002, 2003 and 2004:

Ps million 2002 2003 2004
Operating Activities Ps 546,935 Ps 602,124 Ps 572,772
Investing activities (2,315,976) (1,986,064) (2,114,804)
Financing activities 1,906,651 1,979,312 1,344,931

In the event that the Bank has a liquidity shortfall, it might be
required to sell assets at a discount rate in order to increase liquidity. The
Bank manages this risk by analyzing the maturity of its assets and liabilities.
In addition, Management believes that the relative high volume and quality of
net liquid assets is sufficient to maintain the Bank's liquidity and its ability
to comply with its commitments when due. However, no assurance can be given
that, in the event of a liquidity shortfall, BC would not be required to sell
assets at a discount rate.
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AS OF DECEMBER 31,

% OF TOTAL % OF TOTAL
2002 FUNDING 2003 FUNDING

(Ps million, except percentages)
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CHECKING DEPOSITS
Ps 2,083,931

Dollar-denominated............... 607,462
Total. it ittt et eeeeennn 2,691,393
TIME DEPOSITS
Peso-denominated.........couuue... 1,959,190
Dollar-denominated............... 1,644,276
o o 3,603,466
SAVINGS DEPOSITS
Peso-denominated................. 2,294,374
Dollar-denominated............... 104,352
Total. ettt ettt et eeeeennn 2,398,726
OTHER DEPOSITS
Peso-denominated.........cocuuu... 64,581
Dollar-denominated............... 29,992
Total. ettt ittt et eeeeennn 94,573

Dollar-denominated............... 403,962
Total. ittt et eeeeennn 403,962
OVERNIGHT FUNDS
Peso-denominated.........couuuu... 550,807
Dollar-denominated............... 59,351
Total. ittt et eeeeennn 610,158
DOMESTIC DEVELOPMENT BANK
BORROWINGS
Peso-denominated........couuuu... 673,654
Dollar-denominated............... 39,399
Total. ittt et eeeeennn 713,053
BANK ACCEPTANCES OUTSTANDING
Peso-denominated........cuuuuu... 3,456
Dollar-denominated............... 27,594
Total. ittt et eeeeennn 31,050
LONG TERM DEBT
Peso-denominated........couuu... 62,782
Dollar-denominated........... -
Total.ee e i i eeeennnn. 62,782
TOTAL FUNDING
Peso-denominated.........couuuu... 7,692,775
Dollar-denominated............... 2,916,388

19.7%
5.7%
25.4%
18.5%
15.5%
34.0%
21.6%
1.0%
22.6%
0.6%
0.3%
0.9%
0.0%
3.8%
3.8%
5.2%
0.6%
5.8%
6.3%
0.4%
6.7%
0.0%
0.3%
0.3%
0.6%
0.0%
0.6%
72.5%
27.5%
100.0%

Ps 2,536,169
1,010,023

2,432,245
1,805,100

2,184,902
136,840

18,119

9,158,397
3,510,985

20.0%
8.0%
28.0%
19.2%
14.2%
33.4%
17.2%
1.1%
18.3%
0.5%
0.5%
1.0%
0.0%
3.6%
3.6%
8.8%
0.0%
8.8%
5.8%
0.2%
6.0%
0.1%
0.2%
0.3%
0.6%
0.0%
0.6%
72.2%
27.8%
100.0%
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B.2. FINANCIAL INSTRUMENTS AND TREASURY ACTIVITIES

The Treasury Division, through its currency desks, is able to make
all operations in local or foreign currency legally authorized in Colombia.
These include derivative operations, purchase and sale of fixed income
securities, and securities indexed to a rate or index, operations with
agreements of repurchase or resale, short sales, temporary securities transfers,
simultaneous operations, and operations on the foreign exchange market.
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Among the Treasury Division's liquidity controls, is the daily
verification that the difference between the interbank asset funds and the
interbank liability funds does not exceed 7.5% of the sum of deposits, credits
from banks and other financial liabilities and obligations.

According to limits set by the Board of Directors, the sum of
repurchase commitments and interbank borrowings with financial entities must not
exceed 10% of the Bank's total liabilities.

With regard to investments in local and foreign currency, the
Division must verify the availability of funds for investment as well as each
investment's compatibility with the Bank's liquidity structure before taking any
additional positions.

Investments in local and foreign currencies are kept in electronic
custody by local custody providers (Deposito Centralizado de Valores - Deceval).
Foreign securities are kept in the custody of Clearstream Bank.

The Treasury Division has to comply with investment limits which are
calculated as percentage of technical capital (TC) of the Bank according to the
following classification:

CONCEPT LIMIT %
Negotiable investments, local currency 180%
Available investments for sale, local currency 100%
Investments through due date, local currency 100%
Negotiable investments, foreign currency 50%
Investments available for sale, foreign currency 50%
Investments through due date, foreign currency 50%

The local currency portfolio is divided into public debt, primarily
local treasury securities issued at a fixed rate or at a floating rate indexed
to inflation (TES UVR), and private debt, securities issued at a fixed rate or
at a floating rate indexed to DTF or CPI.

The foreign currency portfolio is made up of fixed rate bonds issued
by the Republic of Colombia and denominated in U.S. dollars and in Euros,
although BC is not exposed to fluctuations in the exchange rates of these
currencies, as it enters into forward sale agreements with terms of 180 and 360
days. Generally, the maximum maturity term of the securities is 10 years,
nevertheless there is a duration close to 2 years.
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Additionally, the Bank trades foreign exchange forward agreements
with two main purposes:

- To protect against foreign exchange rate volatility in
its foreign exchange position (cash and investment
portfolio).

- As a speculative position through which, by selling and
buying forward agreements, the Bank takes advantage of
market opportunities.
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In the foreign subsidiaries, the investment portfolio is held in
dollars and comprises fixed rate investments and floating rate investments, such
as those indexed to the Libor rate. With regard to the management of issuers,
the foreign subsidiaries manage Latin American issuers for which an individual
credit study has been made according to the methodology defined in the Bank's
Treasury Division guidelines. Bancolombia's investment policies do not include
restrictions regarding the maturity of the securities held in the portfolio, but
do include a target duration for the entire portfolio instead.

The Bank's investment portfolio includes among its assets credit
linked notes (CLN's) which are bought to take advantage of market opportunities.
Through the use of these instruments, BC sells credit protection against
Colombian Sovereign risk.

B.3. COMMITMENT FOR CAPITAL EXPENDITURES

See Item 4. Information on the Company - A. History and Development
of the Company - Capital Expenditures and Divestitures.

C. RESEARCH AND DEVELOPMENT, PATENTS AND LICENSES, ETC.

BC is not dependent on research and development of patents or
licenses.

D. TREND INFORMATION
ECONOMIC TRENDS

The main Colombian economic variables evolved in a positive manner
during 2004, in an environment of strengthened confidence as a result of the
actions taken by the Government, and the commitment shown by entrepreneurs and
the external sector. Such evolution allows us to foresee a positive economic
behavior for 2005.

In 2004, GDP grew 3.96% and inflation increased 5.5%. At the same
time, we saw a recovery in the unemployment rate, as it fell to 12.1% at
December 31, 2004. In addition to the above, interest rates remained low and
stable, enabling favorable results in the financial sector. The real exchange
rate stayed at competitive levels despite the nominal revaluation of 13.98%.

The Colombian political environment is stable. The main Government
directives in respect of fiscal austerity and democratic security in recent
years have been clear and have contributed to economic agents having favorable
expectations. However, the greatest risk is on the fiscal front, given the level
of deficit and of public indebtedness. In the near future, we expect Congress to
consolidate and approve structural reforms, such as the pension and tax reforms,
which will contribute to strengthening better expectations.
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The results of Colombia's foreign trade and international economic
relations were positive during 2004. The trade agreements in force and to be
finalized (such as the FTA with the United States) will have an important impact
on growth. Also, the political and economic situation of some of Colombia's
trade partners should not be risky for Colombian interests, though we cannot
discard all possible risks.
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During the first months of 2005, the economy in general has
maintained the trend seen in 2004 of positive expectations for economic growth,
with low prices, stable interest rates and decreased unemployment. In the
political environment, the President maintains a high approval rating, which
stimulates foreign investment and encourages a good environment for sustaining
economic growth. Also, the Democratic Security Policy has shown positive
results, reflected by a decrease in violence indexes, thus generating incentives
for investment. In the short term, we do not foresee alterations to the foreign
policy which would affect national stability.

BC's net income amounted to Ps 127.7 billion during the quarter
ended March 31, 2005, as compared to net income of Ps 124.0 billion for the
first quarter of 2004.

Net interest income decreased to Ps 294.6 billion for the quarter
ended March 31, 2005, as compared to Ps 318.5 billion for the first quarter of
2004, even though interest on loans increased to Ps 315.6 billion as of March
31, 2005 and interest on investment securities reached Ps 111.3 billion.

Provisions for loan and interest losses amounted to Ps 32.2 billion
for the quarter ended March 31, 2005, increasing 46.2% as compared to Ps 22.0
billion for the first quarter of 2004. Net fees and net services charges
increased to Ps 112.9 billion during the first quarter of 2005, which represents
an increase of 14.3% as compared to Ps 98.8 billion for the first quarter of
2004.

Operating expenses amounted to Ps 244.9 billion for the first
quarter of 2005, which represents an increase of 10.6% compared to Ps 221.4
billion for the quarter ended March 31, 2004.

BC's total assets increased 18.0% over the year to Ps 18,218 billion
as of March 31, 2005 from Ps 15,442 billion as of March 31, 2004. Net loans
increased 27.8% over the year to Ps 10,159 billion from Ps 7,949 billion as of
March 31, 2004. The investment securities amounted to Ps 10,159 billion as of
March 31, 2005 increasing 4.6% as compared to Ps 5,082 billion as of March 31,
2004. As of March 31, 2005 the investment in debt securities accounted for 94.5%
of total investment securities.

Stockholders' equity totaled Ps 1,983 billion at the end of the
first quarter of 2005, increasing 17.2% compared to Ps 1,692 billion for the
first quarter of 2004.

As to efficiency indicators, operating expenses over total assets
dropped from 6.5% to 6.1% from March 31, 2004 to March 31, 2005, whereas
operating expenses over net operating income, without including provisions and
calculated on a yearly accrual until March, rose from 48.4% to 53.9% from March
31, 2004 to March 31, 2005. The loan portfolio quality dropped from 1.8% to
1.7%, and the loan portfolio and interest provisions over past due loans dropped
from 291.5% to 254.7% during the March 2004 - March 2005 period.

On February 28, 2005, Bancolombia entered into a merger agreement
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with Conavi and Corfinsura, whereby the parties agreed to merge Conavi and
Corfinsura with and into Bancolombia, with the Bank as surviving entity. The
Merger will take place after Corfinsura has spun-off part of its investment
portfolio, which will be transferred to a new entity formed by the shareholders
of Corfinsura.

On March 28, 2005, the General Shareholders' Meetings of
Bancolombia, Conavi and Corfinsura approved the Merger Agreement.

For more information on the Merger please refer to Item 4.
Information on the Company - A. History and Development of the Company - Recent
Developments.
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Since April 1, 2005, a new model for setting discount rates for merchants
accepting payments for sales using Visa and MasterCard debit and credit cards
went into effect in Colombia. Under this new scheme, the discount rate is
determined directly by the acquiring bank, and not by the card franchises as it
was before. The reason behind this change is for these fees to be determined
based on the financial services each applicable bank provides and on each
merchant demand for accepting cards, using objective criteria for setting each
discount rate.

This change 1is intended to increase competition in the market for credit card
services; therefore, discount fees are expected to drop after reviewing the
total client - bank commercial relationship , including the above-mentioned
discount rates. This expected trend could have a negative impact on the
evolution of the Bank's revenues for this service. However, the change is also
intended to help develop the payment industry in Colombia, increasing card
holder consumption in Colombian merchants and the number of transactions made,
as well as increasing the number of market segments and merchants accepting
debit and credit cards as a means of payment.

E. OFF-BALANCE SHEET ARRANGEMENTS

The following are the off-balance sheet arrangements in which BC 1is
involved: standby letters of credit and bank guarantees.

In order to meet the needs of its customers, BC issues financial
standby letters of credit and bank guarantees. At December 31, 2002, 2003 and
2004, outstanding letters of credits and bank guarantees issued by BC totaled Ps
429,361 million, Ps 692,795 million and Ps 559,018 million, respectively.

Financial standby letters of credit include guarantees of payment of
credit facilities, promissory notes and trade acceptances.

Bank guarantees are performance guarantees that are issued to
guarantee a customer's tender bid on a construction or systems installation
project or to guarantee completion of such projects in accordance with contract
terms. They are also issued to support a customer's obligation to supply
specified products, commodities, or maintenance or guaranty services to a third
party.

The table below summarizes at December 31, 2003 and 2004 all of BC's
guarantees where the Bank is the guarantor. The maximum potential amount of
future payments represents the notional amounts that could be lost under the
guarantees if there were a total default by the guaranteed parties, without
consideration of possible recoveries under recourse provisions or from
collateral held or pledged. Such amounts bear no relationship to the anticipated
losses on these guarantees and greatly exceed anticipated losses.
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EXPIRE WITHIN ONE YEAR

EXPIRE AFTER ONE YEAR

TOTAL AMOUNT OUTSTANDIN

2003 2004 2003 2004 2003 2004
Financial standby
letters of credit Ps 384,995 Ps 402,969 Ps 842 Ps 18,674 Ps 385,837 Ps 421,64
Bank guarantees 212,557 69,104 94,401 68,271 306,958 137,37
TOTAL Ps 597,552 Ps 472,073 Ps 95,243 Ps 86,945 Ps 692,795 Ps 559,01
123

As of December 31, 2004,

the bank held Ps 3.7 billion of securities

issued by the Republic of Colombia that exceeded 10% of the Bank's shareholders'

equity.

F. TABULAR DISCLOSURE OF CONTRACTUAL OBLIGATIONS

The following table shows BC's known contractual obligations as of

December 31, 2004:

LE
CONTRACTUAL OBLIGATIONS TOTAL

Long-term debt obligations Ps 552,531 Ps
Time deposits 4,361,206
Commitments to originate loans 17,824
Commitments of repurchase of investments 559,494
Capital (finance) leases obligations 217
Employee benefit plans (1) 86,353

TOTAL Ps 5,577,625 Ps
(1) In 2003, the Bank amortized the total actuarial calculation.
G. CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following are considered critical accounting policies,
their significant impact on the financial condition and operating performance of

SS THAN 1 1-3 3

YEAR YEARS YE
(Ps millions)

124,966 Ps 236,863 Ps 1
3,565,042 707,672
17,824 -
559,494 -
100 117
11,443 24,367

4,278,869 Ps 969,019 Ps 2

given

BC. This information should be read together with Note 2 of the Consolidated

Financial Statements.

EVALUATION OF LOAN PORTFOLIO RISK AND DETERMINATION OF ALLOWANCES

FOR LOAN LOSSES:
rules issued by the Superintendency of Banking,

quantitative standards for assigning a risk category to individual assets.

BC currently evaluates loan portfolio risk according to the

which establish qualitative and

The
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qualitative analysis includes the evaluation of "potential weaknesses,"
"deficiencies" or "serious deficiencies" based on the existence and magnitude of
the specific factors, according to the judgment of management. For the
quantitative evaluation, the Bank first determines whether the loan has become
due and then classifies the loan according to the number of days past due.

The Superintendency of Banking requires minimum allowance levels for
each category of credit risk and each type of loan in the Bank's portfolio. In
addition, the Superintendency of Banking requires BC to maintain a general
allowance equal to 1% of the gross loan portfolio.

BC considers that the accounting estimates used in the methodology
to determine the allowance for loans losses are "critical accounting estimates™"
because: (a) by its nature, the allowance requires us to make judgments and
assumptions regarding our loan portfolio, (b) the methodology used in its
determination is based on the existence and magnitude of determined factors that
are not necessarily an indication of future losses and (c) the amount of the
provision is set using a percentage based on the risk category assigned to the
loan and it is impossible to ensure that said percentage will exactly reflect
the probability of loss.
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CONTINGENT LIABILITIES: We are subject to contingent liabilities,
including judicial, regulatory and arbitration proceedings and tax and other
claims arising from the conduct of our business activities. Allowances are
established for legal and other claims by assessing the likelihood of the loss
actually occurring as possible, probable or remote. The contingency is recorded
as a provision when all the information available indicates that it is probable
that we will incur in future disbursements for events that happened before the
balance sheet date and the amounts may be reasonably estimated. We involve
internal and external experts in assessing probability and in estimating any
amounts involved.

Throughout the life of a contingency, our internal experts may learn
of additional information that can affect the assessments about probability or
about the estimates of amounts involved. Changes in these assessments can lead
to changes in recorded allowances.

BC considers that the estimates used to determine the allowance for
contingent liabilities are "critical accounting estimates" because the
probability of their occurrence is based on our attorneys' judgment, which will
not necessarily coincide with the future outcome of the proceedings.

PENSION PLAN: The Bank and its Subsidiaries Almacenar S.A. and
Abocol apply the provisions of Decree 1517 of 1998, which requires a
distribution of charges to amortize the actuarial calculation by 2010. The
distribution is calculated by taking the percentage amortized up to December
1997 and annually adding the minimum percentages needed to complete amortization
by 2010. Under the Bank's noncontributory unfunded defined benefit pension plan,
benefits are based on length of service and level of compensation.

BC considers that the accounting estimates related to its pension
plan are "critical accounting estimates" because the determination of the
contributions to the plan involves judgments and assumptions made by the
actuaries related to the future macroeconomic and employees demographics
factors, among others.

H. RECENT U.S. GAAP PRONOUNCEMENTS

In December 2004, the FASB revised Statement No. 123, Accounting for
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Stock-Based Compensation. This Statement supersedes APB Opinion No. 25,
Accounting for Stock Issued to Employees, and its related implementation
guidance. This Statement establishes standards for the accounting for
transactions in which an entity exchanges its equity instruments for goods or
services. It also addresses transactions in which an entity incurs liabilities
in exchange for goods or services that are based on the fair value of the
entity's equity instruments or that may be settled by the issuance of those
equity instruments. This Statement focuses primarily on accounting for
transactions in which an entity obtains employee services in share-based payment
transactions. This Statement does not address the accounting for employee share
ownership plans, which are subject to AICPA Statement of Position 93-6,
Employers' Accounting for Employee Stock Ownership Plans. The Bank evaluated the
impact of applying FASB Statement 123 (R), and determined it will have no impact
on net income or stockholders' equity.

In December 2004, the FASB issued Statement No. 153, Exchanges of
Non-monetary Assets —an amendment of APB Opinion No. 29. The guidance in APB
Opinion No. 29, Accounting for Non-monetary Transactions, 1is based on the
principle that exchanges of non-monetary assets should be measured based on the
fair value of the assets exchanged. The guidance in that Opinion, however,
included certain exceptions to that principle. This Statement amends Opinion 29
to eliminate the exception for non-monetary exchanges of similar productive
assets and replaces it with a general exception for exchanges of non-monetary
assets that do not have commercial substance. The Bank does not anticipate that
the adoption of FASB Statement 153 will have a material impact on its financial
position, cash flow and results of operations.
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In December 2004, the FASB issued Statement No. 152, Accounting for
Real Estate Time-Sharing Transactions —an amendment of FASB Statements No. 66
and 67. This Statement amends FASB Statement No. 66, Accounting for Sales of
Real Estate, to reference the financial accounting and reporting guidance for
real estate time-sharing transactions that is provided in AICPA Statement of
Position (SOP) 04-2, Accounting for Real Estate Time-Sharing Transactions. This
Statement also amends FASB Statement No. 67, Accounting for Costs and Initial
Rental Operations of Real Estate Projects, to state that the guidance for (a)
incidental operations and (b) costs incurred to sell real estate projects does
not apply to real estate time-sharing transactions. The accounting for those
operations and costs is subject to the guidance in SOP 04-2. This Statement is
effective for financial statements for fiscal years beginning after June 15,
2005. FASB Statement 152 will have no impact on the Bank's net income or
stockholders' equity.

In April 2004, the FASB issued FSP No. FAS 129-1, Disclosure
Requirements under FASB Statement No. 129, Disclosure of Information about
Capital Structure, Relating to Contingently Convertible Securities. Statement
129 applies to all contingently convertible securities, including those
containing contingent conversion requirements that have not been met and are not
otherwise required to be included in the computation of diluted EPS in
accordance with FASB Statement No. 128, Earnings per Share. To comply with
paragraph 4 of Statement 129, the significant terms of the conversion features
of the contingently convertible security should be disclosed to enable users of
financial statements to understand the circumstances of the contingency and the
potential impact of conversion. This Statement may have an impact if the Bank
issues contingently convertible securities.

In December 2003, the AICPA issued Statement of Position 03-3 ("SOP
03-3"), Accounting for Certain Loans or Debt Securities Acquired in a Transfer.
SOP 03-3 provides guidance on the accounting for differences between contractual
and expected cash flows from the purchaser's initial investment in loans or debt
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securities acquired in a transfer, if those differences are attributable, at
least in part, to credit quality. Among other things, SOP 03-3: (1) prohibits
the recognition of the excess of contractual cash flows over expected cash flows
as an adjustment of yield, loss accrual or valuation allowance at the time of
purchase; (2) requires that subsequent increases in expected cash flows be
recognized prospectively through an adjustment of yield; and (3) requires that
subsequent decreases in expected cash flows be recognized as an impairment. In
addition, SOP 03-3 prohibits the creation or carrying over of a valuation
allowance in the initial accounting of all loans within its scope that are
acquired in a transfer. SOP 03-3 becomes effective for loans or debt securities
acquired in fiscal years beginning after December 15, 2004. The Bank is
evaluating the impacts of the SOP 03-3.

I. RELATED PARTY TRANSACTIONS

See Item 7. Major Shareholders and Related Party Transactions - B.
Related Party Transactions.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. DIRECTORS AND SENIOR MANAGEMENT

On December 31, 2004, the following persons acted as current
directors, alternate directors and senior management of BC:
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DIRECTORS

Juan Camilo Ochoa Restrepo was born in 1939. He is the President of
Suramericana de Inversiones S.A. Previously, he was President of Corfinsura S.A.
from 2000 to March 2004 and Manager of Compania de Investigaciones Economicas
Prospeccion S.A. from 1990 to 2000. He was Associate Professor in the
Mathematics and Economics Departments of the Mines Faculty of the Universidad
Nacional of Colombia from 1969 to 1973 and from 1978 to 1990, and Teaching and
Research Assistant in the Mathematics and Education Departments of the
University of California, Berkley, USA from 1973 to 1977. He also worked in the
Economics Research Department of the National Industrial Association (Asociacion
Nacional de Industriales "ANDI") from 1966 to 1969. Mr. Ochoa Restrepo worked as
Design Engineer in the Engineering Department of Integral Ltda. from 1963 to
1966.

Mr. Ochoa Restrepo is the President of the Board of Directors of
Bancolombia S.A. and is a member of the Board of Directors of Inversura S.A.,
Compania de Cementos Argos S.A., Inversiones Nacional de Chocolates S.A.,
Smurfit Carton de Colombia S.A., Tipiel S.A. and Vidrio Andino S.A.

Carlos Enrique Piedrahita Arocha was born in 1954. He has been the
President of Compania Nacional de Chocolates S.A. since 2000 and President of
Inversiones Nacional de Chocolates S.A. since 2003. He was President of Banco
Corfinsura Internacional Inc. (Puerto Rico) from 1998 to 2000, President of
Corfinsura (Corporacion Financiera Nacional y Suramericana S.A.) from 1993 to
2000, Vice President of Finance of Compania Suramericana de Seguros S.A. from
1989 to 1993, Vice President of personal banking of Banco Industrial Colombiano
from 1986 to 1989, National Manager of Credit Cards of Banco Industrial
Colombiano from 1984 to 1986, and General Manager of Suleasing S.A. from 1981 to
1984.

Mr. Piedrahita Arocha is a member of the Board of Directors of

Suramericana de Inversiones S.A., Compania de Cemento Argos S.A., Corfinsura
S.A., Inveralimenticias S.A. and Fogafin. He is also a member of the Board of
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Directors of the following civic associations: Hospital San Vicente de Paul,
Corporacion de Investigaciones Biologicas CIB, Proantioquia and Consejo
Empresario d