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Banco de Bogota

Banco de Bogota S.A.

(Incorporated in the Republic of Colombia)

6.250% Subordinated Notes due 2026

We are offering U.S.$500,000,000 aggregate principal amount of our 6.250% subordinated notes due 2026 (the “new notes”). The new
notes are being offered as additional notes under the indenture governing our 6.250% subordinated notes due 2026 that were issued on May 12,
2016 (the “existing notes,” and, together with the new notes, the “notes”), pursuant to which we issued U.S.$600,000,000 aggregate principal
amount of the existing notes. The new notes offered hereby will be fungible with and vote together with the existing notes as a single class
under the indenture and will have the same terms as those of the existing notes, except that (1) any new notes issued pursuant to Regulation S
will trade separately under temporary CUSIP and ISIN numbers until at least the expiration of a 40-day restricted period under Regulation S, or
“Regulation S,” under the U.S. Securities Act of 1933, as amended, or the “Securities Act” and (2) any new notes issued pursuant to Rule 144A
will trade under temporary CUSIP and ISIN numbers until the Trustee and DTC transition the new notes to the CUSIP and ISIN numbers
applicable to the existing Rule 144A notes following the first interest payment date.

After giving effect to the consummation of this offering, an aggregate of U.S.$1,100,000,000 of notes will be outstanding. The notes will
mature on May 12, 2026. The new notes will accrue interest from May 12, 2016, on the outstanding principal amount of new notes issued, at a
rate of 6.250% per year, payable semi-annually in arrears on May 12 and November 12 of each year, commencing on November 12, 2016.

The new notes sold pursuant to Rule 144A will have identical terms as the existing notes held in the Rule 144A global note, except as
otherwise provided herein. In order to facilitate the first interest payment, the new notes sold pursuant to Rule 144A will have temporary CUSIP
and ISIN numbers until at least the first interest payment date. As promptly as possible following the first interest payment date, these new notes
sold pursuant to Rule 144A are expected to be fungible with and trade under the same CUSIP and ISIN numbers as the existing notes held in the
Rule 144A global note. We expect, however cannot guarantee, the Trustee and DTC to require five business days to transition the notes sold
pursuant to Rule 144A to the same CUSIP and ISIN numbers as the existing Rule 144A notes. The new notes sold pursuant to Regulation S will
have identical terms as the existing notes held in the Regulation S global note, except as otherwise provided herein. Until at least the 40th day
following delivery of the new notes, new notes sold pursuant to Regulation S will have temporary CUSIP and ISIN numbers. Thereafter such
new notes will trade under the same CUSIP and ISIN numbers as the existing notes held in the Regulation S global note.

The new notes will be our subordinated unsecured obligations, and will rank pari passu in right of payment with all of our existing and
future subordinated unsecured indebtedness, including the existing notes (other than certain liabilities preferred by statute or by operation of
law). The notes will not be guaranteed by our subsidiaries and will not be entitled to any sinking fund.

The existing notes have been admitted to listing on the Official List of the Luxembourg Stock Exchange for trading on the Euro MTF
Market. We intend to make an application to increase the principal amount of the notes on the Official List of the Luxembourg Stock Exchange
for trading on the Euro MTF market so as to include the principal amount of the new notes. The new notes will trade under separate CUSIP and
ISIN numbers for so long as temporary CUSIP and ISIN numbers are assigned to them. However, we cannot assure you that the listing
application will be approved. Currently, there is no market for the new notes.

Investing in the new notes involves risks. See “Risk Factors” beginning on page 27 for a discussion of certain risks that you should
consider in connection with an investment in the new notes.

Issue price for the new notes: 102.155% plus accrued interest, from May 12, 2016.

Purchasers of the new notes will be required to pay accrued interest on the new notes equal to U.S.$29.86 per U.S.$1,000 principal amount
of the new notes purchased calculated at a rate of 6.250% per annum from May 12, 2016 through the issue date of the new notes, expected to be
on or about November 4, 2016. If the issue date of the new notes is after that date, purchasers will be required to pay the additional accrued
interest through the closing date.

The new notes have not been, and will not be, registered under the Securities Act or the securities laws of any other jurisdiction. The new
notes are being offered or sold only to (1) qualified institutional buyers, as defined in Rule 144 A under the Securities Act and (2) outside the
United States to non-U.S. persons in compliance with Regulation S under the Securities Act. The new notes have been automatically registered
with the Colombian National Registry of Securities and Issuers (Registro Nacional de Valores y Emisores). Registration does not constitute an
opinion of the Colombian Superintendency of Finance (Superintendencia Financiera de Colombia) as to approval of the quality of the new
notes or our solvency. The new notes may not be publicly offered or sold in the Republic of Colombia, or “Colombia.”

The delivery of the new notes is expected to be made to investors in book-entry form through the facilities of The Depository Trust
Company, or “DTC,” for the accounts of its direct and indirect participants, including Euroclear Bank S.A./N.V., or “Euroclear,” and
Clearstream Banking, société anonyme, Luxembourg, or “Clearstream,” on or about November 4, 2016.

Joint Book-Running Managers

Credit Suisse HSBC J.P. Morgan

The date of this offering memorandum is October 28, 2016.
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We have not, and Credit Suisse Securities (USA) LLC, HSBC Securities (USA) Inc. and J.P. Morgan
Securities LLC (together, the “initial purchasers”) have not, authorized any other person to provide you with
information other than that contained in this offering memorandum. Neither Banco de Bogoté (as defined
below) nor the initial purchasers are making an offer to sell or soliciting an offer to buy the new notes in any
jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in
this offering memorandum is accurate as of the date on the front cover of this offering memorandum only.
Our business, properties, results of operations or financial condition may have changed since that date.
Neither the delivery of this offering memorandum nor any sale made hereunder will under any circumstances
imply that the information herein is correct as of any date subsequent to the date on the cover of this offering
memorandum.

This offering memorandum has been prepared by us solely for use in connection with the proposed offering of
the new notes described in this offering memorandum. This offering memorandum is personal to each offeree and
does not constitute an offer to any other person or the public generally to subscribe for or otherwise acquire new
notes. Distribution of this offering memorandum to any person other than the prospective investor and any person
retained to advise such prospective investor with respect to its purchase is unauthorized, and any disclosure of any of
its contents, without our prior written consent, is prohibited. Each prospective investor, by accepting delivery of this
offering memorandum, agrees to the foregoing.

By its acceptance hereof, each recipient agrees that neither it nor its agents, representatives, directors or
employees will copy, reproduce or distribute to others this offering memorandum, in whole or in part, at any time
without the prior written consent of Banco de Bogota, and that it will keep permanently confidential all information
contained herein or otherwise obtained from Banco de Bogota, and will use this offering memorandum for the sole
purpose of evaluating a possible acquisition of the new notes and no other purpose.

None of the U.S. Securities and Exchange Commission, or the “SEC,” any U.S. state securities commission or
any other regulatory authority has approved or disapproved the new notes or passed upon or endorsed the merits of
this offering or the accuracy or adequacy of this offering memorandum. Any representation to the contrary is a
criminal offense in the United States.

The new notes are subject to restrictions on transfer and resale and may not be transferred or resold except as
permitted under the Securities Act and applicable state securities laws pursuant to registration or exemption



therefrom. As a prospective purchaser, you should be aware that you may be required to bear the financial risks of
this investment for an indefinite period of time. See “Transfer Restrictions.”

Prospective investors are not to construe the contents of this offering memorandum, or any prior or subsequent
communications from Banco de Bogota or other professionals associated with the offering, including the Initial
Notes Offering Memorandum, as legal, tax or business advice. Each prospective investor should consult its own
attorney and business advisor as to the legal, business, tax and related matters concerning this investment. Banco de
Bogota and the initial purchasers are not acting as your advisors or agents. Prior to entering into any transaction, you
should determine, without reliance upon the initial purchasers or their affiliates, the economic risks and merits, as
well as the legal, tax and accounting characterizations and consequences of the transaction, and independently
determine that you are able to assume these risks. In this regard, by acceptance of these materials, you acknowledge
that you have been advised that (1) the initial purchasers are not in the business of providing legal, tax or accounting
advice, (2) you understand that there may be legal, tax or accounting risks associated with the transaction, (3) you
should receive legal, tax and accounting advice from advisors with appropriate expertise to assess relevant risks, and
(4) you should apprise senior management in your organization as to the legal, tax and accounting advice (and, if
applicable, risks) associated with this transaction and the initial purchasers’ disclaimers as to these matters.

This offering memorandum contains summaries of the new notes and of certain documents, agreements and
opinions relating to this offering. Reference is hereby made to the actual documents for complete information
concerning the rights and obligations of the parties thereto.



AVAILABLE INFORMATION

Banco de Bogota is a corporation (sociedad anénima) organized under the laws of Colombia. Our principal
executive offices are located at Calle 36 No. 7-47, Bogota, Colombia, and our telephone number at that address is
+57 1 332 0032. Our website is http://www.bancodebogota.com.

Banco de Bogota is a Colombian issuer of securities registered with the National Registry of Shares and Issuers
(Registro Nacional de Valores y Emisores) and is subject to oversight by the Superintendency of Finance (as defined
below). Our common shares are traded on the Colombian Stock Exchange (Bolsa de Valores de Colombia) under
the symbol “BBO.” Accordingly, we are currently required to file quarterly and annual reports in Spanish and issue
notices of material events (informacion relevante) to the Superintendency of Finance and the Colombian Stock
Exchange. All such reports and notices are available at http://www.superfinanciera.gov.co and
http://www.bvc.com.co. These reports and notices and any information contained in, or accessible through, such
websites are not incorporated by reference herein and do not contribute a part of, this offering memorandum.

Our parent, Grupo Aval (as defined below), is subject to the information requirements of the U.S. Securities
Exchange Act of 1934, as amended, or the “Exchange Act,” applicable to foreign private issuers, and accordingly,
files or furnishes reports, including annual reports on Form 20-F, reports on Form 6-K, and other information with
the SEC, which may include information pertaining to us. That information is not incorporated by reference herein.
You may read and copy any documents filed by Grupo Aval at the SEC’s public reference room at 100 F Street,
N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference room. Grupo Aval’s filings with the SEC are also available to the public through the SEC’s website at
http://www.sec.gov.

These reports and notices and any information contained in, or accessible through, our website or any other
website referred to in this offering memorandum are not incorporated by reference in, and do not constitute a part of,
this offering memorandum.

For as long as any new notes are “restricted securities” within the meaning of Rule 144(a)(3) under the
Securities Act, we will, during any period in which we are neither subject to Section 13 or Section 15(d) of the
Exchange Act nor exempt from reporting pursuant to Rule 1293-2(b) thereunder, provide to any holder or beneficial
owner of such restricted securities or to any prospective purchaser or subscriber of such restricted securities
designated by such holder or beneficial owner upon the request of such holder, beneficial owner or prospective
purchaser or subscriber, the information required to be delivered to such persons pursuant to Rule 144(d)(4) under
the Securities Act (or any successor provision thereto).

Certain definitions
In this offering memorandum, unless otherwise indicated or the context otherwise requires, the terms:
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e “Banco de Bogota,” the “bank,” “we,” “us,” “our” and “our company” mean Banco de Bogota S.A. and its

consolidated subsidiaries;
e  “Grupo Aval” means Grupo Aval Acciones y Valores S.A. and its consolidated subsidiaries;
o “BAC Credomatic” or “BAC” means BAC Credomatic Inc. and its consolidated subsidiary;
e “Corficolombiana” means Corporaciéon Financiera Colombiana S.A. and its consolidated subsidiaries;

e  “Porvenir” means Sociedad Administradora de Fondos de Pensiones y Cesantias Porvenir S.A. and its
consolidated subsidiary; and

e  “Superintendency of Finance” means the Colombian Superintendency of Finance, a supervisory authority
ascribed to the Colombian Ministry of Finance and Public Credit (Ministerio de Hacienda y Crédito
Publico), or the “Ministry of Finance,” holding the inspection, supervision and control authority over
persons or entities involved in financial activities, securities markets, insurance and any other operations
related to the management, use or investment of resources collected from the public.



In this offering memorandum, references to beneficial ownership are calculated pursuant to the SEC’s definition
of beneficial ownership contained in Form 20-F for foreign private issuers. Form 20-F defines the term “beneficial
owner” of securities as any person who, even if not the record owner of the securities, has or shares the underlying
benefits of ownership, including the power to direct the voting or the disposition of the securities or to receive the
economic benefit of ownership of the securities. A person is also considered to be the “beneficial owner” of
securities when such person has the right to acquire within 60 days pursuant to an option or other agreement.
Beneficial owners include persons who hold their securities through one or more trustees, brokers, agents, legal
representatives or other intermediaries, or through companies in which they have a “controlling interest,” which
means the direct or indirect power to direct the management and policies of the entity.



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

We have included in Annex | hereto our offering memorandum dated May 9, 2016 relating to the initial
issuance on May 12, 2016 of our 6.250% Subordinated Notes due 2026, or the “Initial Notes Offering
Memorandum”, which includes our audited consolidated financial statements (as defined below) and certain other
information relating to us as of the dates indicated therein. This offering memorandum updates, modifies and, where
applicable, supersedes the information contained in the Initial Notes Offering Memorandum. Any statement in the
Initial Notes Offering Memorandum shall be deemed to be modified or superseded for purposes of this offering
memorandum to the extent that such statement conflicts with the information in this offering memorandum.

EENT3

All references herein to “peso,” “pesos” or “Ps” refer to the lawful currency of Colombia. All references to
“U.S. dollars,” “dollars” or “ U.S.$” are to United States dollars. See “Exchange Rates and Foreign Exchange
Controls” for information regarding exchange rates for the Colombian currency. Our financial currency is the
Colombian peso.

This offering memorandum translates certain Colombian peso amounts into U.S. dollars at specified rates solely
for the convenience of the reader. The conversion of amounts expressed in Colombian pesos as of a specified date at
the then prevailing exchange rate may result in the presentation of U.S. dollar amounts that differ from U.S. dollar
amounts that would have been obtained by converting Colombian pesos as of another specified date. Unless
otherwise noted in this offering memorandum, all such peso amounts have been translated at the rate of Ps 2,919.01
per U.S.$1.00, which was the representative market rate calculated on June 30, 2016. The representative market rate
is computed and certified by the Superintendency of Finance 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. Such conversion should not be construed as a representation that the peso
amounts presented herein correspond to, or have been or could be translated into, U.S. dollars at that rate or any
other rate. On October 21, 2016, the representative market rate was Ps 2,915.67 per U.S.$1.00.

Financial statements

Banco de Bogota and its Colombian financial subsidiaries, including Porvenir, are entities under the direct
comprehensive supervision of, and subject to inspection and surveillance as financial institutions by, the
Superintendency of Finance. Banco de Bogota is required to comply with capital adequacy regulations, and each of
its subsidiaries is separately required to comply with capital adequacy regulations applicable to banks and other
financial institutions. In addition, Banco de Bogota is an issuer in Colombia of securities registered with the
National Registry of Shares and Issuers, and in this capacity, it is subject to oversight by the Superintendency of
Finance. Banco de Bogoté is required to comply with corporate governance and periodic reporting requirements to
which all Colombian issuers of securities are subject.

On June 21, 2016, Banco de Bogota, Banco de Occidente, Banco Popular and Grupo Aval executed the
Corficolombiana shareholders’ agreement, or the “Amended Corficolombiana Shareholders’ Agreement,” to provide
for Grupo Aval to directly control Corficolombiana. Prior to June 21, 2016, Banco de Bogota, which held and
continues to hold a 38.3% equity interest in Corficolombiana, controlled Corficolombiana. As a result of the
Amended Corficolombiana Shareholders” Agreement, Corficolombiana’s results ceased to be consolidated into our
financial statements effective June 21, 2016. Corficolombiana’s results have been treated as a discontinued
operation in our income statements included herein for the six months ended June 30, 2016 and our investment in
Corficolombiana is accounted for as investment in associates and joint ventures in our statement of financial
position at June 30, 2016. The primary rationale for this transaction was to permit our management team to focus on
our core financial services business. Consequently, our results at and for the six-month period ended June 30, 2016
and 2015 are not directly comparable to results for prior periods.

Financial information as of June 30, 2016 and for the six-month periods ended June 30, 2016 and 2015 has been
derived from our audited interim consolidated financial statements, included in this offering memorandum and
referred to as our “audited interim consolidated financial statements,” which were prepared in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board, or “IFRS.”

Our consolidated financial statements as of December 31, 2015 and 2014 and as of January 1, 2014 and for each
of the years ended December 31, 2015 and 2014, or the “audited consolidated financial statements,” have been
audited, as stated in the report appearing therein, by KPMG Ltda., and are included in the Initial Notes Offering



Memorandum and referred to as our “audited consolidated financial statements.” We have prepared the audited
consolidated financial statements included herein in accordance with International Financial Reporting Standards as
issued by the International Accounting Standards Board, or “IFRS.” Our audited consolidated financial statements
are our first financial statements prepared under IFRS, and therefore the opening statement of financial position was
prepared as of January 1, 2014, the date of our transition to IFRS, as required by IFRS 1—*“First Time Adoption of
International Financial Reporting Standards.” The comparative figures at and for the year ended December 31, 2014
reflect adjustments and reclassifications made as a result of our adoption of IFRS. Our historical results are not
necessarily indicative of results to be expected for future periods.

Previously, our audited consolidated financial statements were prepared in accordance with the regulations of
the Superintendency of Finance applicable to financial institutions (Resolution 3600 of 1988 and External Circular
100 of 1995) and, on issues not addressed by these regulations, generally accepted accounting principles prescribed
by the Superintendency of Finance for banks operating in Colombia, consistently applied, together with such
regulations, on the issue date, which we refer to in this offering memorandum, collectively, as “Colombian Banking
GAAP.” We have included certain information prepared under Colombian Banking GAAP at and for the years
ended December 31, 2013, 2012 and 2011 in Appendix A to the Initial Notes Offering Memorandum under “—
Selected 2013, 2012 and 2011 Financial and Statistical Data Prepared under Colombian Banking GAAP” to provide
information for prior years. Colombian Banking GAAP is not comparable to IFRS. We are also required to prepare
consolidated financial statements for publication in Colombia under International Financial Reporting Standards as
adopted by the Superintendency of Finance in accordance with Decree 1851 of 2013 and 3023 of 2013 as modified
by Decree 2420 of 2015, which we refer to as “Colombian IFRS.”

Since Colombian IFRS is based on IFRS as of December 31, 2013, certain rules subsequently issued by the
International Accounting Standards Board, or “IASB,” are not applicable under Colombian IFRS. Therefore our
financial statements for local purposes differ from our financial statements under IFRS in the following principal
aspects:

e Under Colombian regulations, the wealth tax, created by the Colombian Congress in 2014 and to be
paid by companies during 2015, 2016 and 2017, calculated based on the tax equity method, can be
recorded against equity reserves. However, under IFRS, according to IFRIC 21, wealth tax liabilities
must be recorded against the statement of income.

e Under Colombian IFRS, allowances for loan losses are calculated based on specific rules of the
Financial and Accounting Basic Circular (Circular Basica Contable y Financiera) issued by the
Superintendency of Finance for the separate financial statements; and according to the criteria set forth
in LAS 39 for consolidated financial statements. Under Colombian IFRS, the difference between both
methodologies in the consolidated financial statements is recorded in other comprehensive income,
whereas under IFRS, allowances for loan losses are calculated according to the criteria set forth in
IAS 39 and recorded in profit or loss of each period.

e Consolidated financial statements prepared under Colombian IFRS classify debt securities into one of
two categories: fair value through profit or loss or amortized cost. Entities with non-controlling or non-
significant influence in equity securities must elect to record fair value changes in other comprehensive
income, in accordance with the guidance set out in IFRS 9.

Non-IFRS financial measures

We have included in this offering memorandum non-IFRS measures such as return on average assets, or
“ROAA,” and return on average equity, or “ROAE.” These measures should not be construed as an alternative to
IFRS measures and should also not be compared to similarly titled measures reported by other companies, which
may evaluate such measures differently from how we do. For Non-IFRS measures to IFRS measures, see
“Summary—Summary financial and operating data—Non-IFRS measures.”

In addition to the non-IFRS financial measures mentioned above, we have included non-1FRS financial
measures adjusted to reflect the effects from the loss of control of Corficolombiana, as further explained under the
sections entitled “Summary—Loss of control of Corficolombiana,” “Summary—Recent developments” and
“Summary—Summary financial and operating data—Non-IFRS measures.” These adjusted measures are presented
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to illustrate the effects of the non-recurring gain from the loss of control of Corficolombiana and its impact on our
financial performance.

Market share and other information

We obtained the market and competitive position data, including market forecasts, presented throughout this
offering memorandum from market research, publicly available information and industry publications. We have
presented this data on the basis of information from third-party sources that we believe are reliable, including,
among others, the International Monetary Fund, or “IMF,” the Superintendency of Finance, the Colombian Stock
Exchange, the Colombian National Bureau of Statistics (Departamento Administrativo Nacional de Estadistica), or
“DANE,” and the World Bank. Industry and government publications, including those referenced herein, generally
state that the information presented has been obtained from sources believed to be reliable, but that the accuracy and
completeness of such information is not guaranteed. Unless otherwise indicated, gross domestic product, or “GDP,”
figures with respect to Colombia in this offering memorandum are based on the 2005 base year data series published
by DANE. Although we have no reason to believe that any of this information or these reports is inaccurate in any
material respect, we have not independently verified the competitive position, market share, market size, market
growth or other data provided by third parties or by industry or other publications. Neither we nor the initial
purchasers make any representation or warranty as to the accuracy of such information.

Our statement of financial position and statement of income for periods commencing on January 1, 2014, reflect
IFRS information, while comparative disclosures of our financial and operating performance against that of our
competitors are based on unconsolidated information prepared on the basis of Colombian IFRS reported to the
Superintendency of Finance. Except where otherwise indicated, financial and market share data pertaining to BAC
Credomatic has been prepared in accordance with IFRS. All information that is marked unconsolidated basis under
Colombian IFRS for the Bank and its subsidiaries has been prepared under Colombian IFRS to make it comparable
to the publicly available information related to our competitors filed with the Superintendency of Finance. This
unconsolidated information does not account for our businesses or those of our competitors that are operated
through subsidiaries, including our Central American operations.

Banks, financing companies and finance corporations are deemed credit institutions by the Superintendency of
Finance and are the principal institutions authorized to accept deposits and make loans in Colombia. Banks
undertake traditional deposit-taking and lending activities. Financing companies place funds in circulation by means
of active credit operations, with the purpose of fostering the sale of goods and services, including the development
of leasing operations. Finance corporations invest directly in the economy and thus are the only credit institutions
that may invest in non-financial sectors. Banks are permitted to invest in finance corporations. We are a bank and
own a 38.3% equity interest in Grupo Aval’s finance corporation, Corficolombiana. Our market share is determined
by comparing the Bank to other banks that report their results to the Superintendency of Finance. However, if
financing companies and finance corporations are included in the calculation of market share data, our market shares
would generally be lower than in a bank-only comparison, and the gaps between our market shares and those of our
competitors would be smaller, but our market leadership in most market categories would be unaffected.

We consider our principal competitors in Colombia to be Bancolombia S.A., or “Bancolombia,” Banco
Davivienda S.A., or “Davivienda,” and Banco Bilbao Vizcaya Argentaria Colombia S.A., or “BBVA Colombia,”
which are the three leading banking groups in Colombia after Grupo Aval.

We also compete, to a lesser extent, with Grupo Aval’s other bank subsidiaries: Banco de Occidente S.A. or
“Banco de Occidente,” Banco Popular S.A., or “Banco Popular,” and Banco Comercial AV Villas S.A., or “Banco
AV Villas.” The principal competitors of Porvenir, our pension and severance fund administrator, are
Administradora de Fondos de Pensiones y Cesantias Proteccion S.A., or “Proteccion,” Colfondos S.A. Pensiones y
Cesantias, or “Colfondos,” and Skandia Administradora de Fondos de Pensiones y Cesantias S.A., or “Skandia.” We
have included in this offering memorandum competitive market position data for Porvenir as compared to its
principal competitors. Corficolombiana, Grupo Aval’s merchant bank in which we own a 38.3% equity interest, is a
financial corporation, and its competitors include Banca de Inversion Bancolombia S.A., J.P. Morgan Corporacion
Financiera S.A., BNP Paribas Colombia Corporacion Financiera S.A. and Itai BBA Colombia S.A. Corporacion
Financiera.

Our principal competitors in Costa Rica, El Salvador, Guatemala, Nicaragua and Panama include Banco
Industrial, Scotiabank, G&T Continental, and Bancolombia.
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We include certain ratios in this offering memorandum which we believe provide investors with important
information regarding our operations, such as return on average equity, or “ROAE,” return on average assets, or
“ROAA,” net interest margin, and operational efficiency and asset quality indicators, among others. Some of these
ratios are also used in this offering memorandum to compare us to our principal competitors.

Annualized ratios

We have calculated net interest margin, return on average assets, return on average shareholders’ equity,
charge-offs to average outstanding loans and other financial ratios as of or for the six months in the period ended
June 30, 2016 by multiplying earnings for such six-month period by two. These annualized ratios are not
necessarily indicative of the ratios that will be achieved in full-year 2016.

Other conventions

Certain figures included in this offering memorandum have been subject to rounding adjustments. Accordingly,
figures shown as totals in certain tables may not be an arithmetic summation of the figures that precede them.

References to “billions” in this offering memorandum are to 1,000,000,000s and to “trillions” are to
1,000,000,000,000s.

“Non-controlling interest” refer to the participation of minority shareholders in Banco de Bogota S.A. and our
subsidiaries, as applicable.
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FORWARD-LOOKING STATEMENTS

il

This offering memorandum contains estimates and forward-looking statements, principally in “Risk Factors,’
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ in this offering
memorandum and in “Business” in the Initial Notes Offering Memorandum. Some of the matters discussed
concerning our operations and financial performance include estimates and forward-looking statements within the
meaning of the Securities Act and the Exchange Act.

Our estimates and forward-looking statements are mainly based on our current expectations and estimates on
projections of future events and trends, which affect or may affect our businesses and results of operations. Although
we believe that these estimates and forward-looking statements are based upon reasonable assumptions, they are
subject to several risks and uncertainties and are made in light of information currently available to us. Our estimates
and forward-looking statements may be influenced by the following factors, among others:

e changes in Colombian, Central American, regional and international business and economic, political or
other conditions;

o developments affecting Colombian, Central American and international capital and financial markets;
e government regulation and tax matters and developments affecting our company and industry;

e declines in the petroleum and affiliated services sector in the Colombian and global economies;

e movements in exchange rates

e increases in defaults by our customers;

e increases in goodwill impairment losses;

o decreases in deposits, customer loss or revenue loss;

e increases in provisions for contingent liabilities;

e our ability to sustain or improve our financial performance;

e increases in inflation rates, particularly in Colombia and in jurisdictions in which we operate in Central
America;

o the level of penetration of financial products and credit in Colombia and Central America;

e changes in interest rates which may, among other effects, adversely affect margins and the valuation of our
treasury portfolio;

o decreases in the spread between investment yields and implied interest rates in annuities;

e competition in the banking and financial services, credit card services, insurance, asset management,
pension fund administration and related industries;

e adequacy of risk management procedures and credit, market and other risks of lending and investment
activities;

o decreases in our level of capitalization;

e changes in market values of Colombian and Central American securities, particularly Colombian
government securities;

e adverse legal or regulatory disputes or proceedings;
e successful integration and future performance of acquired businesses or assets;

iX



o natural disasters and internal security issues affecting countries where we operate;
e loss of any key member of our senior management or the senior management of Grupo Aval; and

e  other risk factors as set forth under “Risk Factors.”

99 < 9 ¢ 99 <Cr

The words “believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,” “expect” and similar words
are intended to identify estimates and forward-looking statements. Estimates and forward-looking statements speak
only at the date they were made, and we undertake no obligation to update or to review any estimate and/or forward-
looking statement because of new information, future events or other factors. Estimates and forward-looking
statements involve risks and uncertainties and are not guarantees of future performance. Our future results may
differ materially from those expressed in these estimates and forward-looking statements. In light of the risks and
uncertainties described above, the estimates and forward-looking statements discussed in this offering memorandum
might not occur and our future results and our performance may differ materially from those expressed in these
forward-looking statements due to the factors mentioned above, among others. Because of these uncertainties, you
should not make any investment decision based on these estimates and forward-looking statements.

29 < 99 <

These cautionary statements should be considered in connection with any written or oral forward-looking
statements that we may issue in the future.



SUMMARY

This summary highlights selected information about us and the notes that we are offering. It may not contain all
of the information that may be important to you. Before investing in our notes, you should read this entire offering
memorandum carefully for a more complete understanding of our business and this offering, including, our audited
interim consolidated financial statements and the related notes and the information under “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in this
offering memorandum and our audited consolidated financial statements and the related notes and the information
under “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” included in the Initial Notes Offering Memorandum.

Our company

Banco de Bogota is Colombia’s oldest financial institution, with more than 140 years of operating experience.
As of December 31, 2015 and June 30, 2016, Banco de Bogota was the most efficient bank in the Colombian
banking system on an unconsolidated basis under Colombian IFRS, with an efficiency ratio of 37.2% and 34.5%,
respectively. As of June 30, 2016, we were the second largest bank in Colombia with a market share of 14.7% in
terms of deposits and 13.6% in terms of loans. Our pension and severance fund administrator, Porvenir, was the
leading pension fund administrator in Colombia in terms of funds under management and had, as of June 30, 2016,
the largest share of earnings in the pension and severance fund management market in Colombia. Through our BAC
Credomatic operations, we are the largest banking group in the Central American market based on aggregate assets
as of June 30, 2016. On June 21, 2016, we ceased to consolidate in our consolidated results of operations the results
of Corficolombiana, Grupo Aval's merchant bank, in which we own a 38.3% equity interest. See “—Recent
Developments.”

On a consolidated basis, for the six-month period ended June 30, 2016 and for the year ended December 31,
2015, our ROAE was 43.2% (12.0% on an adjusted basis to exclude the gain resulting from the loss of control of
Corficolombiana) and 15.3%, respectively, and our ROAA was 5.0% (2.0% on an adjusted basis to exclude the gain
resulting from the loss of control of Corficolombiana) and 1.9%, respectively. We achieved a net interest margin of
5.6% (5.7% excluding the gain resulting from the loss of control of Corficolombiana) and 5.1% on a consolidated
basis in the first half of 2016 and 2015, respectively.

Colombian operations

Banco de Bogota is a subsidiary of Grupo Aval, which is Colombia’s largest banking group based on total
assets as of June 30, 2016. Banco de Bogota is the largest financial institution within Grupo Aval’s portfolio as
measured by assets, and the largest contributor to net income before taxes and non-controlling interest. Grupo Aval
employs a multi-brand strategy, allowing each of its four banks, Banco de Occidente, Banco Popular, Banco AV
Villas and us, to focus on particular types of customers, geographic regions and products. Grupo Aval’s banks are
encouraged to compete among themselves and with other market participants, while operating within central
strategic guidelines established by Grupo Aval.

Banco de Bogota is a full-service bank with coverage throughout Colombia and a comprehensive portfolio of
services and products, distributed through a network of 756 branches and 1,753 automated teller machines, or
“ATMs,” as of June 30, 2016. While we serve segments in the market through differentiated service and product
offerings, we are particularly focused on commercial lending with a market share in Colombia of 18.1% of
commercial loans as of June 30, 2016. Through its focus on expanding its consumer banking business, Banco de
Bogota has consistently increased its share of the consumer loans market, and as of June 30, 2016 held a 9.2%
market share in that segment.

The following table shows market share and other metrics of Banco de Bogota and its key competitors as of the
dates indicated on an unconsolidated basis under Colombian IFRS.




At and for the six-month period ended June 30, 2016

Grupo Aval entities (unconsolidated)

Banco de Banco Banco AV BBVA
Banco de Bogota Occidente Popular Villas Bancolombia Davivienda Colombia
Key financial ratios: (in percentages)
Actual Adjusted®
ROAAD o 8.4% 2.8% 1.8% 1.1% 1.7% 2.4% 2.2% 1.1%
ROAE®........ccccc.... 41.7% 13.8% 14.4% 9.2% 16.2% 14.8% 18.8% 14.8%
Net interest margin®......... 5.0% — 6.4% 5.9% 7.1% 6.7% 7.1% 5.3%
Efficiency ratio®.............. 34.5% — 42.9% 60.2% 54.9% 42.6% 37.9% 46.7%
Market share in
Colombia:
Actual Adjusted®
Net income.........coeveuennne 44.7% 21.0% 3.9% 1.5% 1.4% 19.2% 10.2% 3.8%
DepOSItS.......ocveveiririririenns 14.7% — 6.6% 4.3% 2.9% 19.3% 13.2% 12.3%
Gross loans and leases...... 13.6% — 7.0% 4.3% 2.4% 22.6% 14.5% 10.4%
15.0% — 6.3% 3.9% 2.3% 22.5% 13.1% 9.7%
11.7% — 3.8% 3.8% 4.5% 12.3% 9.1% 7.4%
11.6% — 2.2% 7.6% 3.8% 27.9% 11.6% 8.7%

Sources: Calculations for ROAA, ROAE and efficiency ratio are based on each entity’s respective unconsolidated financial statements that are
publicly available on the website of the Superintendency of Finance. Colombian market share information is based on unconsolidated data
under Colombian IFRS filed with the Superintendency of Finance.

(1) For the six-month period ended June 30, 2016, ROAA is calculated as net income divided by average monthly assets. Adjusted ROAA is
calculated as net income, excluding the gain resulting from the loss of control of Corficolombiana, divided by average monthly assets
including Corficolombiana as an investment in associates and joint ventures.

(2) For the six-month period ended June 30, 2016, ROAE is calculated as net income attributable to controlling interest divided by average
monthly equity. Adjusted ROAE is calculated as net income attributable to controlling interest, excluding the gain resulting from the loss of
control of Corficolombiana, divided by average monthly equity including Corficolombiana as an investment in associates and joint
ventures.

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

(4) Efficiency ratio is calculated as personnel expenses plus administration expenses divided by total income. Total income is the sum of net
interest income, total fees and other services income net, and other income (excluding dividends and others).

(5) Adjusted figures do not include the gain resulting from the loss of control of Corficolombiana. See “—Loss of control of Corficolombiana.”

Central American operations

Through our BAC Credomatic operations, we are the leading banking group in Central America based on
aggregate assets. We have a leading Central American presence with operations that are complementary to our
Colombian businesses and a leading position in the consumer and credit card banking businesses in the region. BAC
Credomatic has operations in six Central American countries (Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua and Panama) and Mexico. BAC Credomatic is one of the leading credit card issuers and merchant-
acquiring franchises in the region and has the only network that processes all major credit card brands in the region.
At June 30, 2016, BAC Credomatic’s credit card portfolio totaled U.S.$2.2 billion, which represents a 1.0%
decrease from U.S.$2.3 billion at December 31, 2015. At June 30, 2016, 77.7% of BAC Credomatic’s credit card
portfolio was distributed across Costa Rica, El Salvador, Guatemala and Panama. The remaining 22.3% was
distributed among Honduras, Nicaragua and Mexico.

Through a network of 662 branches (including 347 full-service branches, 29 in-store branches, 257 on-site
branches and 29 auto/drive-thru branches) and 1,884 ATMs at June 30, 2016, BAC Credomatic has more than 3.4
million customers and serves a region with a total population of approximately 46.2 million at December 31, 2015.
Our Central American operations represented 42.2% of our consolidated assets at December 31, 2015 and 44.7% of
our consolidated assets at June 30, 2016.

For the six-month period ended June 30, 2016 and the year ended December 31, 2015, the efficiency ratio for
BAC Credomatic was 54.7% and 54.4%, respectively. We believe we can further improve our performance in
Central America and BAC Credomatic’s efficiency ratio by continuing to create synergies among our subsidiaries




and leveraging economies of scale. We also believe we can leverage our and Group Aval’s expertise to increase
BAC Credomatic’s share in corporate lending within Central America.

The international expansion strategy has provided Banco de Bogota an additional source of growth, value and
diversification in terms of loans, deposits and earnings from a Colombia-related region with potential for further
growth. See “Summary—Our markets—Central America” in the Initial Notes Offering Memorandum for more
information.

The following table shows the market shares of our Central American operations and that of our principal
competitors in Central America, excluding Panama.

At June 30, 2016

Bancolombia Scotiabank
BAC Banco Central G&T Central
Credomatic(1) Industrial America Continental America

(in percentages)
Central American market share:

Loans and leases, net ..........coceeevvveeenne 12.9% 9.7% 7.2% 5.8% 5.6%
ASSEES...coiiiii, 11.3% 11.2% 6.4% 6.7% 4. 7%
DEPOSIES ... 11.3% 11.0% 6.5% 7.0% 4.4%
LiabilitieS......coveeeeciee e 11.1% 11.6% 6.3% 6.9% 4.6%
Total equity......cccoevviriiiic 12.9% 7.7% 6.9% 5.2% 5.5%
NEt INCOME....cccvviiiieiee e 16.8% 11.5% 6.9% 7.6% 2.2%

Sources: Calculated based on data aggregated from the local bank superintendencies of Costa Rica, El Salvador, Guatemala,
Honduras and Nicaragua. Market share data is determined based on the sum of each bank’s operations in the above-mentioned
countries. This comparison excludes Panama due to the difficulty of separating international from local businesses of
Panamanian banks. Including Panama data, our market share in deposits and net loans and leases was 8.2% and 9.4%,
respectively, as of June 30, 2016.

(1) Reflects LB Panama operations including BAC Credomatic.

Our markets
Colombia

The majority of our operations are located in Colombia, representing 85.1% (61.2% excluding the gain resulting
from the loss of control of Corficolombiana) and 56.9% of our net income and gross loan portfolio, respectively, and
in the six countries in Central America, representing 14.9% (38.8% excluding income resulting from the loss of
control of Corficolombiana) and 43.1% of our net income and gross loan portfolio, respectively, in each case as of
and for the six-month period ended June 30, 2016.

We believe that, despite recent declines in growth resulting from the recent decrease in international oil prices
and the depreciation of the Colombian peso, Colombia’s financial system presents significant growth potential given
its favorable economic conditions and low penetration rate for banking and financial services compared to other
countries in the Latin American region such as Brazil and Chile. According to data from the IMF, at December 31,
2014, Colombia’s population and economy were the third and fourth largest in Latin America, respectively.
According to DANE, in 2015 Colombia’s population was approximately 48.2 million people and its nominal GDP
was Ps 800.8 trillion (U.S.$292.1 billion, using the average exchange rate of 2015). Colombia’s nominal GDP per
capita increased from Ps 7.93 million in 2005 (U.S.$3,417 using the average exchange rate for that year) to Ps 16.6
million in 2015 (U.S.$6,060 using the average exchange rate for that year). This increase in nominal GDP per capita
has allowed banks to grow at a faster pace than the economy, suggesting that there is further room to increase the
penetration of banking services.

During the ten years ended December 31, 2014, Colombia’s average GDP growth rate of 4.8% outperformed
the average GDP growth rate for Latin America by 1.2 percentage points, while reducing the country’s dependence
on foreign financing as reflected in the country’s external debt to GDP ratio of 26.8% at December 31, 2014.




However, for the year ended December 31, 2015, this ratio increased to 38.1%, mainly due to the significant
currency depreciation of 31.6% that took place in the same period. Colombia has generally met all principal and
interest payments on external debt and has avoided hyperinflation, maintaining a single-digit inflation rate for the

16 years ended December 31, 2015. According to the Central Bank of Colombia, or the “Colombian Central Bank,”
Colombia’s annual inflation rate for 2013 was 1.9%, the lowest rate since 1954 and down from 2.4% for 2012.
Annual inflation was 3.7% for 2014 and reached a high of 6.8% for 2015, mainly due to two factors: (i) severe
droughts caused by the EI Nifio weather phenomenon, or “El Nifo”, in 2015, and (ii) the impact of the depreciation
of the peso on the price of consumer goods. Inflation for the six-month period ended June 30, 2016 was 8.6% and, as
El Nifio dissipates and the peso stabilizes, it is expected that in the next 12-18 months inflation will settle at levels
closer to the rates that prevailed in 2014, according to the Colombian Central Bank.

During the ten years ended December 31, 2015, according to the Superintendency of Finance, Colombia’s
financial system grew at a compounded annual growth rate, or “CAGR”, of 14.0% in terms of loan balances
outstanding and 9.6% in terms of deposits, on an inflation-adjusted basis, compared to 4.6% for the country’s real
annual GDP during the same ten-year period. During the twelve months ended January 1, 2016, according to the
Central Bank, Colombia’s financial system grew at an annual rate of 8.2% in terms of loan balances outstanding, on
an inflation-adjusted basis, compared to 3.1% for the country’s real GDP during the same period (due to the
adoption of IFRS reporting in 2015 for Colombian banks), which differs from Colombian IFRS (previously in
place), the Central Bank has been the only official institution reporting year-on-year growth rates based on data from
the Superintendency of Finance. Despite this recent growth, Colombia’s bank-loans-to-GDP ratio remains relatively
low at 43.9% at December 31, 2015 according to the Superintendency of Finance (note that as of January 1, 2015,
this figure incorporates Colombian IFRS reporting).

As of June 30, 2016, Colombia’s financial system grew at an annual rate of 3.2% in terms of loan balances
outstanding, on an inflation-adjusted basis, compared to 2.8% for the country’s real GDP. During the same period
Colombia’s bank-loans-to-GDP ratio increase to 44.2%.

The ratio of domestic private sector credit to GDP in Colombia, as reported by the World Bank, was 52.7% at
December 31, 2014 (the most recent date for which such data is available).

Central America

As of December 31, 2015, Central America had a total population of approximately 46.2 million, making it the
fourth largest market in Latin America by population, and an estimated combined GDP of U.S.$220.2 billion,
according to the IMF. According to the IMF, Central America’s GDP was expected to achieve a real (inflation-
adjusted) growth rate of 3.9% in 2015, above the expected real growth rate for Colombia of 2.5%, and is expected to
grow at an annual average real growth rate of 4.4% between 2016 and 2018, compared to Colombia’s expected
average real growth rate of 3.2% during the same period. In terms of banking penetration, Central America had a
ratio of domestic private sector credit to GDP of 48.0% as of December 31, 2013 and 54.7% as of December 31,
2014 (the 2014 figure excludes El Salvador due to lack of availability in the World Bank Development Indicators’
database), mainly as a result of Panama’s 88.3% ratio. This indicator for the other countries in the Central American
region ranged from 32.9% to 55.3% as of December 31, 2014, which we believe positions the financial sector to
outperform GDP growth. We also see the additional penetration of credit cards in the population as an important
growth opportunity in Central America.

The recent economic turmoil driven by the decline in oil prices that has slowed down the Colombian economy,
has strengthened the economic outlook for Central America, primarily because Central American countries are net
oil importers and their economies are closely tied to the United States economy via remittances.

Our principal subsidiaries

Porvenir is the leading private pension and severance fund management business in Colombia, based on funds
under management, with a 42.9% market share of assets under management as of June 30, 2016. Pension funds
provide individual savings for retirement, while severance funds provide temporary income to employees who
become unemployed. Based on Colombian IFRS unconsolidated data, Porvenir was the most profitable and efficient




pension and severance fund manager in Colombia, with an ROAE of 28.0% and an efficiency ratio of 38.5% as of
June 30, 2016, compared to industry averages of 24.0% and 47.8% for ROAE and efficiency ratio, respectively. At
December 31, 2015, Porvenir’s ROAE and efficiency ratio were 22.3% and 43.6%, respectively, compared to
industry averages of 19.9% and 52.6%, respectively.

BAC Credomatic is the leading Central American banking group with operations in Costa Rica, El Salvador,
Guatemala, Honduras, Nicaragua, Panama and Mexico. BAC Credomatic is a full-service financial institution with
one of the leading credit card issuance and merchant-acquiring franchises in Central America. It has achieved
processing volumes of U.S.$15,543 million for the year ended December 31, 2015 and U.S.$8,312 million for the
six-month period ended June 30, 2016, in the merchant acquiring business, which compares favorably to processing
volumes of other leading Latin American issuers. BAC Credomatic’s ROAE was 15.5% for the year ended
December 31, 2015 and 15.1% for the six-month period ended June 30, 2016.

The following table shows the main items of our statement of financial position and profitability ratios of our
consolidated financial statements and that of our subsidiaries:

At and for the six-month period ended June 30, 2016

Banco de Bogota
(Consolidated) Porvenir® LB Panama®
(in Ps billions)
Loans and leases, net 91,634.3 — 39,852.3
ASSELS....cvevciiii 133,453.2 2,248.3 59,686.2
Deposits... 87,407.5 — 36,499.6
EQUILY ovvoveveeeeeeeeeeeeees e 16,517.0 1,416.0 9,732.8
NEE INCOME ...t 3,658.7 1745 530.9
ROAA® ..o 5.0% 15.7% 1.7%
Adjusted ROAA @ 2.0% — —
ROAEL) ... 43.2% 25.9% 10.7%
Adjusted ROAE @ ... 12.0% — —
Delinquency ratio (loans past due more than 30 days)...... 2.6% — 2.2%
Allowance for loans as a percentage of 30 days past
AUE H0ANS ..o 88.4% — 60.6%

SOIVENCY FAtio™ ........oeoveeeeveee e 13.0% 23.1% 14.1%

Source: Company data and calculations based on consolidated financial statements of our principal operating subsidiaries.
(1) Porvenir and LB Panama (through which we hold our ownership of BAC Credomatic) are our principal subsidiaries.

(2) Annualized ROAA is calculated as net income for the six-month period ended June 30, 2016 multiplied by two, divided by
average assets (the sum of total assets at the end of the six-month period and total assets at the end of the previous fiscal
year, divided by two). Adjusted ROAA is calculated as net income, excluding the gain resulting from the loss of control of
Corficolombiana, multiplied by two, divided by average assets including Corficolombiana as an investment in associates
and joint ventures.

(3) Annualized ROAE is calculated as net income attributable to controlling interest divided by average equity attributable to
controlling interest (equity attributable to controlling interest at the end of the six-month period plus equity attributable to
controlling interest at the end of the previous fiscal year, divided by two). Adjusted ROAE is calculated as net income
attributable to controlling interest, excluding the gain resulting from the loss of control of Corficolombiana, divided by
average equity attributable to controlling interest including Corficolombiana as an investment in associates and joint
ventures.

(4) Solvency ratio is calculated as technical capital divided by risk-weighted assets. For a definition of technical capital, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital adequacy
requirements” in the Initial Notes Offering Memorandum.

Our business strengths

We believe that we have achieved our leading positions in the Colombian and Central American banking
industry through the following competitive strengths.




Strong track record of growth and resilient profitability

We believe that our leading position in the Colombian market, cross-bank synergies, economies of scale, low-
cost funding and operating efficiencies have helped us achieve stable and growing profits. On an unconsolidated
basis, as of December 31, 2015, Banco de Bogota’s ROAE was 16.4% and ROAA was 3.1% and for the six-month
period ended June 30, 2016, Banco de Bogota’s unconsolidated ROAE was 41.7% (13.8% excluding the gain
resulting from the loss of control of Corficolombiana) and its unconsolidated ROAA of 8.4% (2.8% excluding the
gain resulting from the loss of control of Corficolombiana), which are among the best results in the Colombian
banking industry. The resilience of our returns is driven primarily by our diversified loan portfolio, a lower and
more stable cost of funding, solid net provisions and improving efficiency ratios.

Major participant in most banking sectors in Colombia

We are one of the largest participants in most sectors of the Colombian banking market, with 18.1% of
commercial loans and 9.2% of consumer loans at June 30, 2016. We also have the second largest market share of
deposits at 14.7% as of the same date, and we have one of the highest ratios of deposits to loans in Colombia of
93.5%. We are part of Red Grupo Aval, which is the largest ATM and banking network in the country and has been
a key element of our competitive positioning in the Colombian market. As of June 30, 2016, our ATM and banking
network, independent of the Red Grupo Aval network, had market shares of 11.6% and 11.7% of ATMs and
branches, respectively. The Red Grupo Aval banking network had market shares of 25.3% and 23.7% of ATMs and
branches, respectively, as of the same date.

Leading banking operations in Central America

BAC Credomatic is the leading financial group in Central America with a record of strong financial
performance. Based on consolidated figures, its ROAE was 15.1% for the six-month period ended June 30, 2016 and
15.5% for the year ended December 31, 2015. BAC Credomatic is a full-service financial institution with one of the
leading card-issuing and acquiring businesses in the region. Its Credomatic brand has key alliances with major credit
card networks, such as Visa, MasterCard, American Express and Diners Club, and has the only network in the
region that processes all major credit card brands. BAC Credomatic’s market share in terms of net loans varies in the
different countries as follows, as of June 30, 2016: 13.0% in Costa Rica, 12.5% in El Salvador, 10.1% in Guatemala,
14.1% in Honduras, 25.8% in Nicaragua and 5.2% in Panama. As a regional player, excluding Panamanian
operations, we hold the largest share with 12.9% of the total Central American market.

Diversified and competitive sources of funding

We have access to diverse sources of funding, including deposits and debt securities placed in international
capital and credit markets, which results in a competitive cost of funding for our operations. At June 30, 2016, our
share of total deposits in Colombia was 14.7%, supported by a 20.9% market share in checking accounts and a
13.7% market share in savings accounts as of that same date. On a consolidated basis, deposits represented 77.3% of
our total funding at June 30, 2016 compared to 72.3% at December 31, 2015 (76.5% excluding Corficolombiana),
which provides us with a stable and cost-effective funding base. We believe that our funding base supports our
initiatives to expand our businesses.

Sound risk management

We believe our asset quality is superior to that of our principal competitors. Our delinquency ratio of
Colombian loans past due more than 30 days over total loans was 2.7% at June 30, 2016, the lowest among our
principal competitors on an unconsolidated basis under Colombian IFRS. As of such date, Bancolombia’s ratio was
3.1%, Davivienda’s was 4.3% and BBVA Colombia’s was 3.4% on an unconsolidated basis under Colombian IFRS.
The delinquency ratio of our loans past due more than 90 days to total loans and our coverage ratio was 1.7% and
179.8% at June 30, 2016, respectively. By contrast, Bancolombia had a ratio of past due loans more than 90 days to
total loans and a coverage ratio of 1.9% and 262.3%, respectively, at June 30, 2016 and Davivienda had a ratio of
past due loans more than 90 days to total loans and a coverage ratio of 1.6% and 264.5% at June 30, 2016,
respectively.




We have maintained our relative consolidated asset quality, as demonstrated by our consolidated ratio of past
due loans more than 90 days to total loans of 1.5% for both the year ended December 31, 2015 and the six-month
period ended June 30, 2016, and our ratio of write-offs to average outstanding loans (annualized) of 1.3% and 1.9%
for the year ended December 31, 2015 and the six-month period ended June 30, 2016, respectively.

We have a comprehensive risk management system, which we view as fundamental to our long-term stability
and viability, which enables us to identify risks and resolve potential problems on a timely basis. In addition, we
have established upward loan reporting processes, and our risk management staff meets on a weekly basis to discuss
the loan portfolio, risks, opportunities and developments in the industry.

Leading bank within Grupo Aval’s multi-brand business model

We are part of Grupo Aval, which is Colombia’s largest banking group based on total assets, a publicly-traded
company with a market capitalization of Ps 25,986.3 billion at June 30, 2016, and benefit from applying the best
practices from its operating subsidiaries to our business. Grupo Aval operates its financial subsidiaries through a
multi-brand business model, building on the individual strengths of its subsidiaries and the market-wide recognition
of its brands. Grupo Aval’s financial subsidiaries in Colombia operate as four independent banks that are
encouraged to compete among themselves and with other market participants, while operating within central
guidelines established by Grupo Aval in the areas of internal controls, credit risk management, brand management,
strategic planning, general procurement and information technology. These guidelines, together with group support
services, are designed to allow each bank to achieve economies of scale and benefit from cross-bank synergies and
group-wide best practices and corporate policies and procedures without inhibiting individual competition and the
decision-making abilities of each bank’s management. These practices are designed to encourage a consistent
approach with respect to effective risk management, efficient use of capital, cost control, brand management,
general procurement and integration of information technology. We believe that these practices have helped us
achieve economies of scale and synergies to reduce operating and administrative costs.

Experienced management teams

Our qualified and experienced management teams, both at the group and operating subsidiary levels, have
played a key role in guiding our growth. Our president has a tenure of over 25 years, and the presidents of our
principal subsidiaries have an average tenure of over 15 years. We believe that the strength of management at all
levels has enabled us to become Colombia’s largest and most profitable bank. Our management team and each of
our operating subsidiaries’ management teams are dedicated to formulating and executing business strategies
through a culture of excellence, innovation and cooperation, which has served as our guiding vision throughout the
various acquisitions and initiatives we have undertaken. Our approach in our acquisitions has been to retain a
majority of senior management and talent.

Our strategy

Our overall objectives are to build upon our competitive strengths to pursue opportunities for growth and to
enhance our long-term financial performance. To achieve these objectives, we intend to pursue a strategy with the
following key elements:

Further penetrate the Colombian market

Despite the recent slowdown in the growth of the economy driven by the drastic decline in oil prices, we believe
that with the necessary fiscal adjustments currently being implemented, the Colombian economy has strong
fundamentals and, because of them, it has the ability to return to a path of higher growth rates. In such a scenario we
can benefit from an increase in GDP per capita and thus in banking penetration. As one of the Colombia’s leading
bank, we believe that we are very well positioned to adjust to the current conditions and take advantage of a
potential economy growth in the future.




Continue capitalizing on synergies and improving efficiencies

We are pursuing opportunities to create synergies among Grupo Aval affiliates and at BAC Credomatic and
leverage their combined strength. We intend to work with Grupo Aval on group-wide projects, mainly on
information technology, and to achieve economies of scale by participating in the procurement of goods and services
for our subsidiaries and within Grupo Aval. We believe that these efforts have contributed and will continue to
contribute to improvements in our efficiency ratios.

Expand our services and products offerings and diversify our sources of income in Colombia

We believe we offer the most comprehensive range of banking services and products in Colombia, and we
continually seek to expand these offerings to meet evolving customer needs and enhance our profitability. We
believe we can continue to capture additional revenue by improving our market share in segments and products
where we have not historically focused in the past (credit cards and mortgage loans for example). In addition, we are
also expanding our cross-selling efforts to our over 5.4 million banking clients and our over 9.9 million pension fund
clients in Colombia.

Furthermore, we continue to implement initiatives to increase our non-interest income, which consists primarily
of net fees and other services income and income from our non-financial operations. For the year ended
December 31, 2015, net fee income and income from non-financial operations, net accounted for 29.8% and 8.9% of
our consolidated total income before net provisions, respectively. For the six months in the period ended June 30,
2016, net fee income accounted for 23.5% (33.1% excluding fee income from Corficolombiana) of our consolidated
total income before net provisions for this period. We believe we can expand the contribution of non-interest income
to our profitability in future periods by, for example, expanding our offering of bancassurance products (i.e., bank-
offered third-party insurance products) through our distribution networks and credit card fee income by increasing
credit card loan volume across all of our banks.

We also continue to evaluate initiatives to develop cost-effective channels, such as mobile banking and risk
management tools to extend our banking services to under-penetrated segments of the Colombian population that
currently have low or no use of banking services.

Further penetrate the Central American market

We plan to continue executing our multi-brand business model and maintain the BAC Credomatic brand. We
intend to capitalize on the expected expansion of the Central American market in the current economic scenario, as
we believe that the Central American economies are well positioned to weather negative economic conditions due to
their ties to the U.S. economy and their capacity as net oil importers. In order to improve operational efficiency and
increase market share in key sectors, we intend to continue to share our group-wide commercial and operational
standards and best practices with BAC Credomatic, while capitalizing on its regional expertise, brand recognition,
customer base, and financial services and products, such as credit card issuance and merchant-acquiring businesses.

Pursue other selected acquisitions

We have a proven track record of identifying, acquiring and integrating interests in companies we believe have
strategic value to us. We are continually evaluating opportunistic measures to expand our businesses in Colombia
and Central America and into other regions. We will continue to seek opportunities to further grow in our existing
markets and expand into new geographies and will evaluate potential acquisition targets that would enable us to
grow and consolidate our franchise through the services and products we offer and the markets we can access. We
will analyze business opportunities in the markets in which we operate and if they generate value, complement our
strategic goals, are accretive and do not hinder our regulatory capital position, we may pursue them.

Management Update

The Bank has appointed Julio Rojas Sarmiento as its Chief Strategy Officer and Rodolfo Tabash Espinach as
the Chief Executive Officer of BAC Credomatic. Their biographical information is below.




Julio Rojas Sarmiento, age 29, was appointed the Chief Strategy Officer of Banco de Bogota in 2016. He
previously served as a Senior Advisor to the Chairman of Grupo Aval and as an Associate in the Financial
Institutions Group of the Investment Banking Division at Goldman Sachs in New York. He holds a bachelor’s
degree in History from Princeton University graduating summa cum laude, and a master of business administration
from Harvard Business School graduating with High Distinction as a George F. Baker Scholar.

Rodolfo Tabash Espinach, age 47, has served as Chief Executive Officer of BAC Credomatic since 2016. Mr.
Tabash has served in several positions at BAC Credomatic for over 20 years, where he was also Country Manager at
BAC Panama and Chief Operating Office Bank Business. He holds a degree in business administration and a MBA
from INCAE.

The Bank also plans to fill the vacant position of Chief Information and Operations Officer.
Loss of control of Corficolombiana

On June 21, 2016, Banco de Bogota, Banco de Occidente, Banco Popular and Grupo Aval executed the
Amended Corficolombiana Shareholders” Agreement to provide for Grupo Aval to directly control Corficolombiana.
Prior to June 21, 2016, Banco de Bogota, which held and continues to hold a 38.3% equity interest in
Corficolombiana, controlled Corficolombiana. As a result of the Amended Corficolombiana Shareholders’
Agreement and Banco de Bogota’s resulting loss of control of Corficolombiana, Corficolombiana’s results ceased to
be consolidated into our financial statements effective June 21, 2016. Corficolombiana’s results have been treated as
a discontinued operation in our income statement included herein for the six months ended June 30, 2016 and our
investment in Corficolombiana is accounted for as an investment in associates and joint ventures in our statement of
financial position at June 30, 2016. The primary rationale for this transaction was to permit our management team to
focus on our core financial services business. Consequently, our results at and for the six-month period ended
June 30, 2016 and 2015 are not directly comparable to results for prior periods.




Recent developments
Capitalization events

On September 13, 2016, our General Sharcholders” Meeting adopted the following resolutions as measures to
further strengthen our capital adequacy ratios:

e To capitalize as legal reserve Ps 2,208.0 billion from the unconsolidated earnings attributable to the
loss of control of Corficolombiana;

e To capitalize as legal reserve Ps 536.5 billion from the unconsolidated profits generated during the first
six months of 2016, which had been previously approved at the Shareholders’ Meeting held on March
30, 2016 (equivalent to fifty percent (50%) of profits excluding the gain resulting from the loss of
control of Corficolombiana); and

e To commit to capitalize as legal reserve an amount equivalent to thirty percent (30%) of our
unconsolidated profits generated in the second half of 2016.

Our capitalization ratios and adjusted ratio for capitalization events, which will be included in our consolidated
figures as of September 30, 2016, described above (other than the capitalization of profits from the second half of
2016) are presented below.

Banco de Bogota (Consolidated)

At June 30, 2016 At December 31,
Adjusted for capitalization
Actual — Reported events® 2015 2014
Colombian IFRS Amount Ratio Amount Ratio Amount Ratio Amount Ratio

(in Ps billions, except percentages)

Primary capital (Tier 1)......ccocoovvevennnene. 74111 6.8% 10,155.7 9.3% 11,486.8 9.4% 8,119.4 8.0%
Secondary capital (Tier 1)......c..ccocevnene. 6,856.9 6.3% 5,216.4 4.8% 5,044.5 4.1% 3,549.0 3.5%
Primary and secondary capital

(Tiers Tand 1) ...ocooveeveiiiecce 14,268.0 13.0% 15,372.1 14.1% 16,531.3 13.6% 11,668.4 11.5%
Risk-weighted assets including

regulatory value at risk@................ 109,338.9 — 109,338 — 121,660.2 1013745 —

(1) Adjusted as of June 30, 2016 for the capitalization events described above (other than the capitalization of profits from the second half of
2016).

(2) Regulatory value at risk is calculated in accordance with the Superintendency of Finance guidelines. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Capital adequacy requirements” in the Initial Notes Offering Memorandum.

Loans with related parties

At June 30, 2016, there were outstanding loans to related parties in an aggregate amount of Ps 1,647.4 billion
(U.S.$564.4 million). Between June 30, 2016 to October 11, 2016, we granted additional loans to Grupo Aval, in the
ordinary course of its business, in an aggregate amount of Ps 113.0 billion (U.S.$38.7 million) through several
transactions entered into under market conditions, with a maturity of two years.
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Risk factors

We face risks and uncertainties that may affect our future financial and operating performance, including,
among others, the following: economic and political conditions in Colombia and other countries in which we operate;
internal security issues affecting the countries in which we operate; governmental and regulatory actions and
developments affecting our operating subsidiaries and our industry; natural disasters; declines in the quality of our
loan portfolio and other assets; adequacy of risk management procedures and systems; counterparty risks; exposures
in derivatives transactions; increases in funding costs; changes in interest and exchange rates and other market risks;
impact of fluctuations in the rate of exchange between the peso and the U.S. dollar; losses from trading operations;
completion and integration of acquisitions; failures of information technology and other systems; competition; loss
of key members of senior management; and litigation and other legal proceedings. One or more of these matters
could negatively affect our business or financial performance as well as our ability to successfully implement our
strategy. See “Risk Factors” beginning on page 27 for a discussion of certain risk factors you should consider before
investing in the new notes.
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The offering

The following summary highlights selected information regarding the terms of the notes and is not intended to be
complete. It does not contain all the information that is important to you. For a more complete understanding of the
notes, you should read the entire offering memorandum carefully, including “Description of the New Notes.”

ISSUET ...vvvvveeenn,

Securities Offered........ccocevvvviveeicnenns

Issue Price.........

Accrued Interest

Banco de Bogot4, S.A.

U.S.$500,000,000 aggregate principal amount of 6.250% subordinated
notes due 2026. The new notes offered are being issued as additional
notes under the indenture, dated as of May 12, 2016, between Banco de
Bogota and Citibank, N.A., as trustee.

There are U.S.$600 million aggregate principal amount of the existing
notes outstanding under the indenture. The new notes offered hereby will
be fungible with and vote together with the existing notes as a single
class under the indenture and will have the same terms as those of the
existing notes, except that (1) any new notes issued pursuant to
Regulation S will trade separately under temporary CUSIP and ISIN
numbers until at least the expiration of a 40-day restricted period under
Regulation S and (2) any new notes issued pursuant to Rule 144A will
trade under temporary CUSIP and ISIN numbers until the Trustee and
DTC transition the new notes to the CUSIP and ISIN numbers applicable
to the existing Rule 144A notes following the first interest payment date.

The new notes sold pursuant to Rule 144A will have identical terms as
the existing notes held in the Rule 144A global note, except as otherwise
provided herein. In order to facilitate the first interest payment, the new
notes sold pursuant to Rule 144A will have temporary CUSIP and ISIN
numbers until at least the first interest payment date. As promptly as
possible following the first interest payment date, these new notes sold
pursuant to Rule 144A are expected to be fungible with and trade under
the same CUSIP and ISIN numbers as the existing notes held in the Rule
144A global note. We expect, however cannot guarantee, the Trustee and
DTC to require five business days to transition the notes sold pursuant to
Rule 144A to the same CUSIP and ISIN numbers as the existing Rule
144A notes.

The new notes sold pursuant to Regulation S will have identical terms as
the existing notes held in the Regulation S global note, except as
otherwise provided herein. Until at least the 40th day following delivery
of the new notes, new notes sold pursuant to Regulation S will have
temporary CUSIP and ISIN numbers. Thereafter such new notes will
trade under the same CUSIP and ISIN numbers as the existing notes held
in the Regulation S global note.

After giving effect to the consummation of this offering, an aggregate of
U.S.$1,100 million of notes will be outstanding.

102.155% plus accrued interest from May 12, 2016.

Purchasers of the new notes will be required to pay accrued interest on
the new notes equal to U.S.$29.86 per U.S.$1,000 principal amount of
the new notes purchased, calculated at a rate of 6.250% per annum from
May 12, 2016 through the issue date of the new notes, expected to be on
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Issuance Date...........
Currency .......cccveueen.
Maturity Date...........

Interest..........cooevunnes

Interest Payment Dates ..............c.ceee.

Record Date..............

Ranking.........cc.covue.

Optional Redemption...........c.cccevnene.

Additional Amounts

or about November 4, 2016. If the issue date of the new notes is after that
date, purchasers will be required to pay the additional accrued interest
through the closing date.

November 4, 2016.
U.S. dollars
The notes will mature on May 12, 2026.

The new notes will accrue interest from May 12, 2016, on the
outstanding principal amount of the new notes, at a rate of 6.250% per
year.

Semi-annually in arrears on May 12 and November 12 of each year,
beginning on November 12, 2016.

Interest will be payable to the holders of record on the April 27 and
October 28 immediately preceding the related interest payment dates
except that the record date for the first interest payment date for the new
notes shall be November 4, 2016 (whether or not any such record date is
a business day).

The new notes will be our unsecured, subordinated obligations and will
rank at all times:

e junior in right of payment to all our Senior External Liabilities (as
defined in “Description of the New Notes™) with or without legal
preference, including, without limitation, senior indebtedness;

e structurally subordinated to all indebtedness and other liabilities
(including trade payables) of our subsidiaries; and

e equal in right of payment to all of our existing and future unsecured,
subordinated indebtedness, including the existing notes.

At June 30, 2016, the Bank had unconsolidated subordinated
indebtedness equivalent to U.S.$1,680.8 million and did not have any
secured indebtedness. At June 30, 2016, the Bank had total
unconsolidated Senior External Liabilities equivalent to U.S.$21,429.2
million. At June 30, 2016, the Bank’s subsidiaries had external liabilities
equivalent to U.S.$18,451.0 million.

The notes will not be subject to redemption prior to maturity.

All payments in respect of the new notes will be made without any
withholding or deduction for any Colombian taxes unless such
withholding or deduction is required by law. In that event, we will pay
such additional amounts as will result in receipt by the holders of notes
of such amounts as would have been received by them had no such
withholding or deduction for Colombian taxes been required, subject to
certain exceptions set forth under “Description of the New Notes—
Additional amounts.”
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Covenants..........

No Acceleration of Notes ...................

Events of Default..........ccccoooeevvevinenn.

Further Issues....

Use of Proceeds

The indenture governing the notes limits our ability, among other things,
to merge or consolidate with another entity or sell, lease or transfer
substantially all of our properties or assets to another entity, unless we
comply with certain requirements.

The indenture does not otherwise contain covenants restricting us or our
subsidiaries. See “Description of the New Notes—Covenants.”

If we fail to make payment of principal, interest or additional amounts, if
any, on the notes (and, in the case of payment of principal, such failure to
pay continues for seven days or, in the case of payment of interest or
additional amounts, such failure to pay continues for 30 days), each
holder of the notes has the right to demand and collect under the
indenture, and we will pay to the holders of the notes the applicable
amount of such due and payable principal, accrued interest and any
additional amounts due on the notes; provided, however, that to the
extent the Colombian Superintendency of Finance (Superintendencia
Financiera de Colombia) has taken possession of us in order to
administer or liquidate us, under the Colombian bankruptcy laws, the
holders of the notes would not be able to commence independent
collection proceedings to recover amounts owed. There is no right of
acceleration in the case of a default in any payment on the notes (whether
when due or otherwise) or the performance of any of our other
obligations under the indenture or the notes. Notwithstanding the
immediately preceding sentence, the holders of the notes shall have the
right to accelerate the payments due under the notes during the
occurrence of an Event of a Default (as defined herein), provided that
there shall have been a change, amendment or modification to the
Colombian banking laws that would permit such right without
disqualifying the notes from Tier Il Capital status and the holders
exercise such right in accordance with applicable Colombian banking
law. Subject to the subordination provisions of the notes, if any Event of
Default occurs and is continuing, the Trustee may pursue any available
remedy (excluding acceleration, except as provided herein) to collect the
payment of principal and interest on the notes or to enforce the
performance of any provision under the indenture. See “Supervision and
Regulation—Intervention powers of the Superintendency of Finance—
Bankruptcy considerations” in the Initial Notes Offering Memorandum.

The indenture sets forth the events of default applicable to the notes. See
“Description of the New Notes—Events of default.”

We may from time to time, without notice or consent of the holders of
the notes, create and issue an unlimited principal amount of further
additional notes having the same terms and conditions (except for issue
date, issue price and, if applicable, the first interest payment date) as, and
forming a single series with, the new notes issued in this offering and the
existing notes; provided that if the additional notes are not fungible with
the notes for U.S. federal income tax purposes, the additional notes will
have separate CUSIP and ISIN numbers.

We will issue the new notes to substitute an outstanding promissory note
in an aggregate principal amount outstanding of U.S.$500 million that we
originally issued to Grupo Aval Limited on December 21, 2015 (the
“Promissory Note”) by delivering the new notes to HSBC Bank USA,
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Form and Denomination.....................

Rule 144 CUSIP/ISIN .......ccovvvvivnnenne

Regulation S CUSIP/ISIN ..................

Transfer Restrictions..........cocvevevvrene

Listing and Trading ..........ccccovevvennene.

Governing Law

N.A. (“HSBC Bank”) in exchange for the delivery to us by HSBC Bank
of the Promissory Note. The Promissory Note will have been acquired
by HSBC Bank from Grupo Aval Limited prior to the settlement date,
subject to, among other things, the satisfaction of certain conditions
precedent. A portion of the cash proceeds of the offering will be applied
by the Initial Purchasers to acquire the new notes from HSBC Bank and
any remaining amounts will be used by us for general corporate
purposes.

The new notes will be issued in book-entry form, in denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof, and
will be represented by global notes deposited with, or on the behalf of,
DTC, and registered in the name of a nominee of DTC. Beneficial
interest in the global notes will be shown on, and transfers will be
effected only through, records maintained by DTC for the accounts of its
direct and indirect participants, including Euroclear and Clearstream. The
global notes will be exchangeable or transferable for certificated notes
only in limited circumstances. See “Description of the New Notes—
Form, denomination and title.”

CUSIP: 059514AC3

Temporary CUSIP: 059514 AD1
ISIN: US059514AC35
Temporary ISIN: US059514AD18
CUSIP: P09252AK6

Temporary CUSIP: P09252 AL4
ISIN: USP09252AK62
Temporary ISIN: USP09252AL46

The new notes have not been, and will not be, registered under the
Securities Act or the laws of any other jurisdictions.

The new notes may not be publicly offered or sold in Colombia without
the prior authorization of the Colombian Superintendency of Finance
(Superintendencia Financiera de Colombia) and registration with the
National Registry of Securities and Issuers (Registro Nacional de
Valores y Emisores).

We will apply to have the new notes listed on the Official List of the
Luxembourg Stock Exchange for trading on the Euro MTF market.
However, the new notes are a new issue of securities and there is no
established trading market for the new notes. Accordingly, we cannot
assure you that a trading market for the new notes will develop or if one
develops, that it will be maintained.

The indenture is, and the notes will be, governed by, and construed in
accordance with, the law of the State of New York.
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Trustee, Registrar, Transfer
Agent and Paying Agent.............. Citibank, N.A.

RiSK FaCtors.......cccccoevnencincnciiiens You should carefully consider all of the information in this offering
memorandum. See “Risk Factors” in this offering memorandum for a
description of the principal risks involved in making an investment in the
new notes.
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Summary financial and operating data

Unless otherwise stated, the following financial data at June 30, 2016 and for the six-month periods ended June
30, 2016 and 2015 have been derived from our audited interim consolidated financial statements, all prepared in
accordance with IFRS and included in this offering memorandum, and the financial data at December 31, 2015 and
2014 and January 1, 2014 and for the years ended December 31, 2015 and 2014 have been derived from our audited
consolidated financial statements, all prepared in accordance with IFRS and included in the Initial Notes Offering
Memorandum. Our historical results are not necessarily indicative of results to be expected for future periods.

This financial data should be read in conjunction with our audited interim consolidated financial statements and
the related notes, “Presentation of Financial and Other Information,” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” included in this offering memorandum and our audited
consolidated financial statements and the related notes included in the Initial Notes Offering Memorandum. Prior to
June 21, 2016, Banco de Bogota, which held and continues to hold a 38.3% equity interest in Corficolombiana,
controlled Corficolombiana. As a result of the Amended Corficolombiana Shareholders’ Agreement,
Corficolombiana’s results ceased to be consolidated into Banco de Bogota’s financial statements effective June 21,
2016. Consequently, our results at and for the six-month periods ended June 30, 2016 and 2015 are not directly
comparable to results for comparable periods in prior years.

For the six-month period ended For the year ended
June 30, December 31,
2016 2016 2015 2015 2014
(inU.S$
millions)(1) (in Ps billions) (in Ps billions)
Consolidated statement of income
Interest and similar iINCOME..........ccoovevieieeiecece e 1,762.6  5,145.2 3,895.3 18,7833 6,800.1
Interest and SiMilar EXPENSES ..........co.evvevveeeeeveeeieseesseneeeseenes (741.0) (2,163.1) (1,459.8) (3,788.7) (2,830.2)
Net iNtErest INCOME ........cuvvceeececeeeeeeeeee s 10216 29820 24354 49946 3,969.8
Impairment for loan portfolio and accounts receivable............ (332.0) (969.1) (619.5) (1,331.8) (1,056.2)
Impairment for other financial assets...........c.ccovvvvriieiiiinnn, (2.1) (6.1) (13.8) (20.9) (12.0)
RECOVRIIES oo 15.3 44.6 46.2 100.4 (80.1)
Impairment 10ss on financial @SSets ..............cooueveeerveerersees (318.8)  (930.6)  (587.1) (1,252.2)  (988.2)
Net income from commissions and fees ...........ccceveevvieeevnenen, 608.3 1,775.7 1,436.7 3,146.6 2,555.4
Net trading INCOME .....cceiveieieeiiee e 40.7 118.9 153.6 155.6 269.1
Total Other INCOME .....cooveieeceee e 9178 2,679.1 3479 2,254.6 1,756.5
OthEr EXPENSES.......veoeveveeeeeseeeeeseeeseseess s ese (1,017.3) (2,969.4) (2,430.6) (5,281.6) (4,015.5)
Profit before inCOmMe taX ........coccoevevvieiiiiii i, 1,252.4  3,655.7 1,356.0 4,017.6  3,546.9
INCOME tAX EXPENSE. ..o vveveererecereeeesesessseessessesses et esseseneen (176.4)  (515.1)  (514.4) (1,378.5) (1,298.2)
Net income from continuing operations............ccccovceeervincnn, 1,075.9  3,140.7 841.7 — —
Net income from discontinuing operations®..............ccc......... 1432 418.0 382.1 — —
NETINCOME ..ot 1,219.2  3,558.7 12238 2,639.0 12,2487
Net income for the year attributable to:
Controlling INTEreSt .........cocvveieiereieeeee e, 1,073.8  3,1345 834.2 1,894.0 1,551.7
Non-controlling interest ..........cocoveernisieneseceeeeen, 145.3 424.3 389.6 745.1 697.0

(1) Reflects Banco de Bogota’s share of Corficolombiana’s net income, which will be presented in future periods as “Income
from equity affiliates.”
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Consolidated statement of financial position
Assets:

Cash and cash equivalents ...........cccccocevevveiviiiennnns

Financial assets held for trading............cccccvcvvevnnenn.
Financial assets available for sale ...........c.cccocovvnene

Other financial assets at fair value...........cccccevvenns

Financial assets in debt securities held to

MALUTTEY oo
Loan portfolio .........cocveiiieiiiiiicesee e
Other accounts receivables ..........cccooeveieiniiienne
Hedging derivativesS..........cccooevviiieneienccee

Noncurrent assets held for sale .......................
Investment in associates and joint ventures ....
Tangible assets.......
Goodwill®...............
Intangible assets®

Concession arrangement rights .............c........

Other intangible assets .........cccvvvvrvenicinnenn,
INCOME taX ..o

Other @SSELS.....ccvicviieieciectiece et

Total assets

Liabilities:

Trading derivatives
Customer deposits.....
Interbank funds............

Bank loans and others...........cccccoovvvveeiii e,
BoNdS ISSUEA..........ceecvieceiieciiece et

Borrowing from development entities

Hedging derivativesS.........cccoovevvriieneneneeeece
PrOVISIONS ...ovveiiciicie et

Income tax liabilities....

Employee benefits ...
Other labilities .......coeveiieiiciccece e,
Total liabilities..........cccoovvviviiiviiennnn

Equity:
Controlling interest
Subscribed and paid-in capital:

Common and preferred shares .........ccccoceeveenene
Additional paid-in capital ...........ccccoceriiiiininnnn
Total subscribed and paid-in capital................

Reserves and undistributed profits from prior

PEIIOMS ..ot

Retained earnings from IFRS first time

AAOPLION ...
Net income for the year ...........ccocvvviiinciciicnen

Other comprehensive iNCOME ...........ccoeeiercrennns
Controlling interest qUIty .........ccceceveernierierinnene,
Non-controlling interest...........ccoovvcevievererieeenenenn,

Total equity.....ccccooeeeiieee e
Total liabilities and equity .........ccccovverinene.

As of June 30

At December 31,

At January 1,

2016 2016 2015 2014 2014
(in Ps billions,
(inU.S$ except share and (in Ps billions, except share and
millions)(1) per share data) per share data)
5,229.9 15,266.1 17,848.4 13,588.7 11,050.0
854.8 2,495.0 4,586.9 4,103.3 5,127.0
3,194.6 9,325.1 12,628.6 10,790.4 9,617.3
— — 1,891.7 1,738.6 1,565.7
365.2 1,066.1 1,239.9 1,296.1 1,544.9
31,392.2 91,634.3 93,978.6 72,423.7 60,069.7
382.3 1,116.0 3,143.3 2,533.9 1,910.8
139.2 406.2 39.8 64.9 18.2
40.2 117.3 198.9 207.8 299.9
1,146.9 3,347.8 905.7 692.4 538.4
730.1 2,131.3 4,883.8 4,287.9 3,930.0
1,880.2 5,488.3 6,143.9 4,955.2 4,218.5
142.7 416.4 2,841.8 2,126.6 1,905.6
— — 2,390.7 1,842.7 1,759.2
142.7 416.4 451.1 283.9 146.4
138.6 404.4 1,440.3 397.0 212.8
81.9 238.9 497.7 4315 333.6
45,718.6 133,453.2 152,269.3 119,637.9 102,342.5
148.9 434.7 8745 950.5 194.1
29,944.2 87,407.5 92,044.2 73,652.8 63,771.7
637.4 1,860.5 6,275.8 3,244.3 4,326.5
5,420.7 15,823.2 20,470.0 13,920.8 11,120.4
2,178.2 6,358.1 6,999.3 5,485.0 4,701.7
546.0 1,593.9 1,521.4 1,337.3 1,075.6
36.0 105.0 338.2 571.6 541
79.2 231.1 583.6 660.1 642.1
47.1 137.5 1,265.9 1,073.3 1,148.8
168.6 492.3 536.8 510.3 468.1
853.9 2,492.5 3,923.0 2,967.7 2,520.3
40,060.2 116,936.2 134,832.7 104,373.9 90,023.4
11 3.3 3.3 3.3 3.1
1,960.1 5,721.6 5,721.6 5,721.6 4,221.9
1,961.3 5,724.9 5,724.9 5,724.9 4,224.9
1,996.9 5,829.0 5,495.7 4,803.4 4,836.6
46.9 137.0 (145.9) (141.9) (141.8)
1,073.8 3,134.5 1,059.9 742.0 —
307.4 897.3 1,162.1 330.2 (134.9)
5,386.3 15,722.7 13,296.7 11,458.7 8,784.8
272.1 794.2 4,139.9 3,805.3 3,534.3
5,658.4 16,517.0 17,436.6 15,264.0 12,319.1
45,718.6 133,453.2 152,269.3 119,637.9 102,342.5
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(1) Translated for convenience only using the representative market rate as computed and certified by the Superintendency of
Finance of Ps 2,919.01 per U.S.$1.00 on June 30, 2016.

(2) Goodwill and intangible assets attributable to our shareholders was Ps 5,775.3 billion and Ps 393.3 billion at December 31,
2015, Ps 4,586.6 billion and Ps 283.0 billion at December 31, 2014, and Ps 3,850.1 billion and Ps 145.9 billion at January 1,
2014, respectively. Our attributable tangible equity (calculated as total equity attributable to controlling interest minus
goodwill and intangible assets attributable to Banco de Bogota) was Ps 7,128.1 billion, Ps 6,589.2 billion and Ps 4,788.8
billion at December 31, 2015 and 2014 and January 1, 2014, respectively.

At June 30, 2016, goodwill and intangible assets attributable to our shareholders was Ps 5,302.8 billion and Ps 413.4 billion,
respectively, and our attributable tangible equity (calculated as total equity attributable to controlling interest minus
goodwill and intangible assets attributable to Banco de Bogota) was Ps 10,006.7 billion. The reduction of goodwill and
intangible assets from December 31, 2015 was driven by the loss of control of Corficolombiana.
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Other financial and operating data

Banco de Bogota

At and for the six-month period ended At and for the year ended
June 30, December 31,
2015 Adjusted
excluding
2016 2015 Corficolombiana® 2015 2014

(in percentages, unless otherwise indicated)

Profitability ratios:

Net interest margin@® ..o, 5.6% 5.4% — 5.1% 5.0%
Adjusted net interest Margin® ...........cooooeoeeeeeveeereeseeeeeennn 5.7% 5.6% — — —
ROAAPD e, 5.0% 1.9% — 1.9% 2.0%
Adjusted ROAA® 2.0% 2.1% — — —
ROAEM ®) e 43.2% 14.2% — 15.3% 15.3%
Adjusted ROAE® ... 12.0% 12.0% — — —

Efficiency ratio:
Personnel expenses plus administrative expenses / total

INCOME® ... 495%  48.0% — 45.2% 43.8%
Capital ratios:
Period-end equity as a percentage of period-end total

ASSELS 1.ttt s 12.4% 12.0% — 11.4% 12.7%
Adjusted period-end equity as a percentage of period-

end total assets, including Corficolombiana as an

investment in associates and joint ventures ...................... 12.4% 12.4% — — —
Tangible equity ratio®® ............ccoovoiieeeeeeee e, 8.3% 8.1% — 7.4% 8.7%
Adjusted tangible equity ratio, including

Corficolombiana as an investment in associates and

JOINT VENTUIES ... 8.3% 8.4% — — —

Credit quality data:

Net loan write-offs as a percentage of total gross loans........ 1.9% 1.2% 1.2% 1.3% 1.3%

Delinquency ratio past due more than 30 days .........c.ccceeee 2.6% 2.5% 2.5% 2.3% 2.6%

“C,” “D” and “E” loans as a percentage of total

10ANS ) 3.7% 4.1% 4.2% 4.3% 4.2%
Delinquency ratio past due more than 90 days .........c..c.cc..... 1.5% 1.5% 1.5% 1.4% 1.5%
Allowance for loans as a percentage of past due loans

MOre than 30 daYS.......cccevererereieere e 88.4% 92.1% 93.7% 94.8% 93.4%
Allowance for loans as a percentage of “C,” “D” and

B JOANS.vviviieieie ettt 61.9% 55.2% 55.2% 51.2% 57.2%
Allowance for loans as a percentage of past due loans

mMore than 90 dayS........cceeerirrnirieeiee e 149.6%  151.1% 154.5% 154.3% 159.6%

Allowance for loans as a percentage of total loans................ 2.3% 2.3% 2.3% 2.2% 2.4%

Operational data (in units):

Number of customers of the banks (million)®™ ................ 19.0 17.7 — 18.2 16.9

Number of employees©® 46,785 44,164 43,193 47,399 45,453

Number of branches™® ... 1,508 1,521 1,516 1,531 1,477

Number of ATMSMAO e 3,637 3,462 3,462 3,562 3,375

1) Adjusted to exclude Corficolombiana’s operations.

) Net interest margin is calculated as net interest income divided by total average interest-earning assets. Adjusted net
interest margin is calculated as net interest income divided by total average interest-earning assets including
Corficolombiana as an investment in associates and joint ventures.

?3) For the six-month period ended June 30, 2016, annualized ROAA is calculated as net income for the six-month period

multiplied by two, divided by average assets (the sum of total assets at the end of the six-month period and total assets at
the end of the previous fiscal year, divided by two). Annualized ratios are not necessarily indicative of the ratios that
would result for the full-year 2016, which may be materially different. For the year ended December 31, ROAA is
calculated as net income divided by average assets (the sum of total assets at December 31 of the fiscal year and total
assets at December 31 of the previous fiscal year, divided by two). If average assets were calculated using biannual
consolidated information, rather than the average at the beginning and end of an annual period, our ROAA would be 2.0%
and 2.0% for the periods ended December 31, 2015 and 2014, respectively. Adjusted ROAA is calculated as net income,
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4)

©)
(6)

O]
®)

©

(10)

(1)

excluding the gain resulting from the loss of control of Corficolombiana, multiplied by two, divided by average assets
including Corficolombiana as an investment in associates and joint ventures.

For the six-month period ended June 30, 2016, annualized ROAE is calculated as net income attributable to controlling
interest multiplied by two, divided by average equity attributable to controlling interest (equity attributable to
controlling interest at the end of the six-month period plus equity attributable to controlling interest at the end of the
six-month period plus equity at the end of the prior fiscal year, divided by two). Annualized ratios are not necessarily
indicative of the ratios that would result for the full-year 2016, which may be materially different. For the years ended
December 31, ROAE is calculated as net income attributable to controlling interest divided by average equity attributable
to controlling interest (equity attributable to controlling interest at the end of the period plus equity attributable to
controlling interest at the end of the prior period, divided by two). If average equity attributable to controlling interest
were calculated using biannual consolidated information, rather than the average at the beginning and end of such period,
our ROAE would be 15.6% and 15.8% for the year ended December 31, 2015 and 2014, respectively. Adjusted ROAE is
calculated as net income, excluding the gain resulting from the loss of control of Corficolombiana, multiplied by two,
divided by average shareholders’ equity including Corficolombiana as an investment in associates and joint ventures.

See “—Non-IFRS measures.”

Tangible equity ratio is calculated as equity minus goodwill and other intangible assets, divided by total assets minus
goodwill and other intangible assets. See “—Non-IFRS measures.”

Reflects risk categories as established by the Superintendency of Finance. See “Selected Statistical Data—Loan
portfolio—Risk categories.”

Reflects aggregated customers of each of Banco de Bogota, Porvenir and BAC Credomatic for the six-month period
ended June 30, 2016 and each of Banco de Bogot4, Corficolombiana, Porvenir and BAC Credomatic for the six-month
period ended June 30, 2015 and the years ended December 31, 2015 and 2014. Customers of more than one of these
entities are counted separately for each subsidiary.

Reflects aggregated employees of Banco de Bogota, Porvenir, Banco de Bogota Panama, Almaviva, Fiduciaria Bogota,
Casa de Bolsa and BAC Credomatic for the six-month period ended June 30, 2016 and of Banco de Bogot3,
Corficolombiana, Porvenir, Banco de Bogota Panama, Almaviva, Fiduciaria Bogota, Casa de Bolsa and BAC Credomatic
for the six-month period ended June 30, 2015 and the years ended December 31, 2015 and 2014.

Reflects aggregated number of branches of Banco de Bogota, Porvenir, Banco de Bogota Panamd, Almaviva, Fiduciaria
Bogotd, Casa de Bolsa and BAC Credomatic for the six-month period ended June 30, 2016 and of Banco de Bogot3,
Corficolombiana, Porvenir, Banco de Bogota Panama, Almaviva, Fiduciaria Bogotd4, Casa de Bolsa and BAC Credomatic
for the six-month period ended June 30, 2015 and the years ended December 31, 2015 and 2014.

Reflects aggregated number of ATMs of Banco de Bogota and BAC Credomatic.

Our capitalization ratios are presented below.

Banco de Bogota (Consolidated)

At December 31,

At June 30, 2016 2015 2014

Colombian IFRS Amount Ratio Amount Ratio Amount Ratio

(amounts in Ps billions)

Primary capital (Tier 1).......ccccocevviernnne 74111 6.8% 11,486.8 9.4% 8,119.4 8.0%
Secondary capital (Tier )........ccccoeuueee. 6,856.9 6.3% 5,044.5 4.1% 3,549.0 3.5%
Primary and secondary capital

(Tiers Tand ) ...ccooevvireeieicie 14,268.0 13.0% 16,531.3 13.6% 11,668.4 11.5%
Risk-weighted assets including

regulatory value at risk®................... 109,338.9 — 121,660.2 — 101,374.5 —

(1) Regulatory value at risk is calculated in accordance with the Superintendency of Finance guidelines. See “Management’s

Discussion and Analysis of Financial Condition and Results of Operations—Capital adequacy requirements” in the Initial
Notes Offering Memorandum.
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Our capitalization ratios as adjusted for capitalization events (other than the capitalization of profits from the
second half of 2016) described under “—Recent developments—Capitalization events” are presented below.

At June 30, 2016

Adjusted for capitalization events

Colombian IFRS Amount Ratio
Primary capital (Tier I)...... 10,155.7 9.3%
Secondary capital (Tier 1) 5,216.4 4.8%
Primary and secondary capital

(Tiers 1and H) .o 15,372.1 14.1%
Risk-weighted assets including

regulatory value at risk®................... 109,338.9 —

(1) Regulatory value at risk is calculated in accordance with the Superintendency of Finance guidelines. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Capital adequacy requirements” in the Initial
Notes Offering Memorandum.

Non-1FRS measures

The tables in this section and elsewhere in this offering memorandum provide the calculation of certain non-
IFRS financial measures and other measures to IFRS financial measures. The Non-IFRS financial measures, as
determined and measured by us should not be construed as an alternative to IFRS financial measures and should also
not be compared to similarly titled measures reported by other companies. Other companies may calculate and
report such measures differently.

ROAA and ROAE

We believe ROAA, which is calculated as net income divided by average assets, provides a more meaningful
measure of return on assets than a calculation based on net income attributable to controlling interest over average
assets because, although non-controlling interest affects the amount of reported net income, it does not affect the
profitability of assets. We believe ROAE, which is calculated as net income attributable to controlling interest
divided by average equity, provides a meaningful measure of the return generated for our shareholders.

The following table sets forth our ROAA and ROAE presented using period-end averages, for the six-month
period ended June 30, 2016 and the year ended December 31, 2015.

For the six-month period For the year ended
ended June 30, 2016 December 31, 2015

(in Ps billions, except percentages)
Banco de Bogota:

AVEIA0E SSEISM .....ovoveeesec e 142,861.2 135,953.6
Adjusted AVErage 8SSEIS™............o..eveecvereeeeeesess et 135,344.2 —
Average equity attributable to controlling interest @ ..............cooooeveeieveeieecrseeeeeeseees e 14,509.7 12,377.7
Adjusted average equity attributable to controlling interest®. 15,699.3 —
INEE INCOME ..ttt 3,558.7 2,639.0
Adjusted net income (excluding the gain resulting from the loss of control of

COrfiCOIOMBIANA) ......e ettt sttt e eneeaas 1,369.1 —
Net income attributable to controlling INEreSt ...........ccoeiiiiiiiiiii e 3,1345 1,894.0
Adjusted net income attributable to controlling interest (excluding gain resulting from the

loss of control of CorficolomMbIANG) ...........cvviiiririiiiec e 944.8 —
ROAAD v 5.0% 1.9%
Adjusted ROAA®). 2.0% —
ROAED ..ttt 43.2% 15.3%
AJUSEED ROAE @ ... 12.0% —

(1) ROAA is calculated as net income divided by average assets (the sum of total assets at the end of the period and total assets
at the end of the comparable period of the previous fiscal year, divided by two).
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(2) ROAE is calculated as net income attributable to controlling interest divided by average equity attributable to controlling
interest (equity attributable to controlling interest at the end of the period plus equity attributable to controlling interest at the
end of the prior period, divided by two).

(3) Adjusted ROAA is calculated as net income, excluding the gain resulting from the loss of control of Corficolombiana,
divided by adjusted average assets including Corficolombiana as an investment in associates and joint ventures (the sum of
total assets at the end of the period including Corficolombiana as an investment in associates and joint ventures and total
assets at the end of the period of the previous fiscal year including Corficolombiana as an equity investment, divided by
two).

(4) Adjusted ROAE is calculated as net income attributable to controlling interest, excluding the gain resulting from the loss of
control of Corficolombiana, divided by adjusted average equity attributable to controlling interest including
Corficolombiana as an investment in associates and joint ventures (equity attributable to controlling interest at the end of the
period including Corficolombiana as an investment in associates and joint ventures plus equity attributable to controlling
interest at the end of the prior period including Corficolombiana as an equity investment, divided by two).

Efficiency ratio

We believe that the efficiency ratio, which is calculated as personnel expenses plus administrative expenses
divided by total income, provides investors with important information regarding our operational efficiency.

The following table illustrates our consolidated efficiency ratio at June 30, 2016 and December 31, 2015.

For the six-month period For the year ended
ended June 30, 2016 December 31, 2015

Banco de Bogota

(in Ps billions)
PErSONNEI BXPENSES. ... .viuiiiiieiiete ettt ettt sttt b b bt st s et st ne et e b nbene s 1,221.6 2,217.7
AAMINISIIALION EXPENSES ...verietiieiirterietesiereste et ste sttt esbe e b be e sbe s ebesbesesbe st ebesbe e s bebesesaeneee 1,355.7 2,384.8
Total income®................. 5,208.7 10,184.7
Efficiency ratio® 49.5% 45.2%

Source: Banco de Bogota calculations based on our consolidated financial statements IFRS for the period indicated.

(1) Total income is the sum of net interest income, fees and other services income, net trading income and other income
excluding other and discontinued operations.

(2) Efficiency ratio is calculated as personnel expenses plus administration expenses divided by total income.
Tangible equity ratio
The following table sets forth our tangible equity ratio at June 30, 2016 and December 31, 2015.

For the six-month period For the year ended
ended June 30, 2016 December 31, 2015

Banco de Bogota

(in Ps billions, except percentages)

BUILY 1.ttt 16,517.0 17,436.6
TOMAI BSSEES ..ttt et bbbkttt b b 133,453.2 152,269.3
Equity / Assets ..... 12.4% 11.5%
Intangible assets 5,904.7 6,595.0
Equity — INtaNQIDIE @SSELS. .......cuiiiiieiiiisee s 10,612.3 10,841.6
Total assets — INtANGIDIE ASSELS.......cviveirerieireiee e snens 127,548.5 145,674.3
Tangible eqUity FAtIO™ ...........coo.oveeeeee et 8.3% 7.4%

Source: Banco de Bogota calculations based on our consolidated financial statements under IFRS for the period indicated.

(1) Tangible equity ratio is calculated as equity minus goodwill and other intangible assets divided by total assets minus
goodwill and other intangible assets.
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Unconsolidated Non-Colombian IFRS measures

Unconsolidated Non-Colombian IFRS measures are presented for comparison purposes with industry metrics
presented in this section.

ROAA and ROAE

The following table sets forth our ROAA and ROAE presented on the basis of our unconsolidated financial
statements under Colombian IFRS, using period-end averages, for the six-month period ended June 30, 2016 and the
year ended December 31, 2015, compared to those of our principal competitors. Adjusted Banco de Bogota’s
indicators exclude the gain realized upon the loss of control of Corficolombiana.

For the six-month period For the year ended
ended June 30, 2016 December 31
(unconsolidated)

(in Ps billions, except percentages)
Banco de Bogota:

AVEIAGE SSEES™D .....oovioeeeie e 78,381.7 73,528.3
AVEIAGE BOUILY® 1...ooovioeeese ettt 15,722.5 13,863.0
Net income....... 3,281.1 2,290.6
ROAA® ... 8.4% 3.1%
Adjusted ROAA® . 2.8% —
ROAE® ... 41.7% 16.4%
AGJUSEED ROAE® .. ...t 13.8% —
Bancolombia:

AVEIAGE SSEES™D ..ot 117,252.7 107,888.8
Average equity® 19,028.3 17,633.7
Net income....... 1,409.6 2,477.0
ROAA® 2.4% 2.3%
ROAED ...ttt ettt ettt n ettt 14.8% 14.0%
Davivienda:

AVEIAGE SSEES™D .....o.vioeiecvee e 66,871.0 59,299.2
Average equity® . 7,975.5 7,227.3
NELINCOME ..ottt ettt st e e beeae e e et sr et e s aeebeenbe s ebesresreans 748.7 1,214.3
ROAAWD ettt r ettt r ettt 2.2% 2.0%
ROAED ...ttt 18.8% 16.8%
BBVA Colombia:

AVEIAZE ASSESM ......oooveeeesecs ettt 51,042.1 45,588.4
Average equity® . 3,795.4 3,570.0
(LT AT Todo] 1 1[PPI 280.3 604.0
ROAAD ettt ettt 1.1% 1.3%
ROAE®D ..ottt ettt r et st 14.8% 16.9%

(1) ROAA is calculated as net income divided by average monthly assets.
(2) ROAE is calculated as net income divided by average monthly equity.

(3) Adjusted ROAA is calculated as net income, excluding the gain resulting from the loss of control of Corficolombiana,
divided by average monthly assets including Corficolombiana as an investment in associated and joint ventures.

(4) Adjusted ROAE is calculated as net income, excluding the gain resulting from the loss of control of Corficolombiana,
divided by average monthly equity including Corficolombiana as an investment in associated and joint ventures.
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Efficiency ratio

The following table illustrates our unconsolidated efficiency ratio under Colombian IFRS at June 30, 2016 and
December 31, 2015 compared to the ratio of our principal competitors.

For the six-month period ended June 30, 2016
(unconsolidated)

Other Grupo
Banco de Bogota Aval banks Bancolombia Davivienda BBVA Colombia
(in Ps billions)
Personnel expenses........... 316.1 430.1 865.7 439.0 263.4
Administration expenses... 604.4 674.6 1,020.2 539.2 385.0
Total income™........co.ooovvvrerrienrieniinnne, 2,668.3 2,212.9 4,422.4 2,578.5 1,389.1
Efficiency ratio®..........ccccoovvvrvcvriinnns 34.5% 46.7% 42.6% 37.9% 46.7%

For the year ended December 31, 2015
(unconsolidated)

Other Grupo
Banco de Bogota Aval banks Bancolombia Davivienda BBVA Colombia
(in Ps billions)
Personnel eXpenses...........coceeeveieennnne 607.4 803.8 1,515.8 810.1 465.7
Administration expenses... 1,235.2 1,231.1 2,005.9 1,066.8 731.7
Total income®.................. .. 49565 3,909.9 6,715.7 4,265.9 2,618.0
Efficiency ratio®..........ccccococoerveennnnn. 37.2% 52.0% 52.4% 44.0% 45.7%

Source: Company calculations based on our principal competitors” unconsolidated financial statements under Colombian IFRS
for the period indicated (financial statements of our principal competitors are publicly available on the Superintendency
of Finance website). The loss of control of Corficolombiana does not have an effect on the efficiency ratios because
other total income is excluded from this calculation.

(1) Total income is the sum of net interest income, total fees and other services income, net and other total income (excluding
dividends and other).

(2) Efficiency ratio is calculated as personnel expenses plus administration expenses divided by total income.
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Tangible equity ratio

The following table sets forth our unconsolidated tangible equity ratio and those of our principal competitors at

June 30, 2016 and December 31, 2015.

For the six-month period ended June 30, 2016
(unconsolidated)

Banco de Other Grupo BBVA
Bogota Aval banks Bancolombia Davivienda Colombia
(in Ps billions, except percentages)
EQUILY oo 15,484.6 7,806.5 19,628.6 8,078.0 3,799.1
Total @SSELS ....vcveveviiriricce e 78,516.1 65,232.1 116,832.1 68,555.1 50,848.4
Equity / aSSetS.....cccovevveieiiiieieieiens 19.7% 12.0% 16.8% 11.8% 7.5%
Intangible assets..........ccccovevviiveiiernennn 798.6 204.4 149.3 1,152.3 225.2
Equity — intangible assets ............cc........ 14,686.0 7,602.2 19,479.2 6,925.7 3,573.9
Total assets — intangible assets .............. 77,7175 65,027.8 116,682.7 67,402.8 50,623.2
Tangible equity ratio® ........................ 18.9% 11.7% 16.7% 10.3% 7.1%
For the year ended December 31, 2015
(unconsolidated)
Banco de Other Grupo BBVA
Bogota Aval banks Bancolombia Davivienda Colombia
(in Ps billions, except percentages)

EQUILY ..o 15,714.8 7,593.9 18,964.7 7,718.5 3,819.1
Total 8SSELS .vvveereeereeeeeee e 76,510.5 63,557.7 116,334.5 63,022.2 50,167.5
EqUity / aSSetS......ccoeveieeiiieneseiene 20.5% 11.9% 16.3% 12.2% 7.6%
Intangible assets..........ccovevievicennne 750.9 173.6 111.8 1,153.3 239.1
Equity — intangible assets ........c.c..c....... 14,963.9 7,420.3 18,852.9 6,565.2 3,580.0
Total assets — intangible assets .............. 75,759.6 63,384.1 116,222.6 61,868.9 49,928.4
Tangible equity ratio® ...................... 19.8% 11.7% 16.2% 10.6% 7.2%

Source: Company calculations based on our principal competitors’ unconsolidated financial statements under Colombian IFRS
for the period indicated (financial statements of our principal competitors are publicly available on their websites).

(1) Tangible equity ratio is calculated as equity minus goodwill and other intangible assets divided by total assets minus

goodwill and other intangible assets.
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RISK FACTORS

You should carefully consider the following risk factors, as well as the other information presented in this
offering memorandum, including the information in the Initial Notes Offering Memorandum, before buying the new
notes. Our business, financial condition and results of operations could be materially and adversely affected if any
of the risks described below occur. In such an event, the market price of the new notes could decline, and you could
lose all or part of your investment. We may face additional risks and uncertainties that are not presently known to
us, or that we currently deem immaterial, which may also impair our business.

Risks relating to Colombia and other countries in which we operate

Colombia has experienced and continues to experience internal security issues that have had or could have a
negative effect on the Colombian economy.

Colombia has experienced and continues to experience internal security issues, primarily due to the activities of
guerrilla groups such as the Revolutionary Armed Forces of Colombia (Fuerzas Armadas Revolucionarias de
Colombia), or “FARC,” and the National Liberation Army (Ejercito de Liberacion Nacional), or “ELN”,
paramilitary groups and drug cartels. In remote regions of the country with minimal governmental presence, these
groups have exerted influence over the local population and funded their activities by protecting, and rendering
services to drug traffickers. Even though the Colombian government’s policies have reduced guerilla and criminal
activity, particularly in the form of terrorist attacks, homicides, kidnappings and extortion, such activity persists in
Colombia, and possible escalation of such activity and the effects associated with them have had and may have in
the future a negative effect on the Colombian economy and on us, including our customers, employees, results of
operations and financial condition. The Colombian government commenced peace talks with the FARC in August
2012, and peace negotiations with ELN are expected to begin in October 2016. The Colombian government and the
FARC signed a peace deal on September 26, 2016. However, the Colombian people rejected the peace deal through
a referendum vote on October 2, 2016. Notwithstanding the above, the Colombian government and the FARC have
announced their intention to continue the peace negotiations. As a result of the rejection of the peace deal, Colombia
may experience an increase in internal security issues, and drug-related crime and guerilla and paramilitary activities
may have a negative impact on the Colombian economy in the future. Our business or financial condition could be
adversely affected by rapidly changing economic or social conditions, including the Colombian government’s
response to ongoing peace negotiations, if any, which may result in legislation that increases our tax burden or that
of other Colombian companies, which could, in turn, impact the overall economy.

Risks relating to the offering and the new notes

The new notes constitute a new issue of securities for which there is no existing market, and an active market
for the new notes may not develop.

The new notes constitute a new issue of securities for which there is no existing market, and we cannot assure
you that in the future a market for the new notes will develop or that you will be able to sell any new notes you have
purchased or that any such new notes may be sold for any particular price. Although we intend to apply to list the
new notes on the Luxembourg Stock Exchange for trading on the Euro MTF market, we cannot assure you that a
trading market for the new notes will develop, or if a trading market does develop, that it will be maintained.

The initial purchasers have advised us that they intend to make a market in the new notes, but they are not
obligated to do so and may, in their sole discretion, discontinue any market making in the notes at any time. If the
initial purchasers do not facilitate trading in the notes for any reason, we cannot assure you that another firm or
person will do so. In addition, trading or resale of the notes may be negatively affected by other factors described in
this offering memorandum. As a result, we cannot assure you as to the liquidity of any trading market for the notes
and, accordingly, you may be required to bear the financial risk of your investment in the notes indefinitely. The
notes may also trade at a discount from their initial issue price. If a trading market were to develop, future trading
prices of the new notes may be volatile and will depend on many factors, including:

o our financial condition and results of operations;
o prevailing interest rates;

e the interest of securities dealers in making a market for them;
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e the market for the new notes and similar securities; and

e economic, financial, geopolitical, regulatory or judicial events that affect us or the financial markets
generally.

We may invest or spend our net proceeds from this offering in ways that may not yield an acceptable return to
you.

We intend to use the net proceeds of this offering for general corporate purposes. You will have no opportunity
to evaluate our decisions and may not agree with the manner in which we spend such proceeds. We may invest or
spend our net proceeds from this offering in ways that may not yield an acceptable return to you.

Payment of judgments against us in Colombia may be made in Colombian pesos, which may expose you to
exchange rate risks.

Article 79 of Resolution 8 of 2000 issued by the Colombian Central Bank provides that, in case of legal
proceedings in Colombia, the conversion of foreign currency-denominated obligations of Colombian residents, such
as ourselves, would be made by using the foreign exchange rate prevailing on the payment date. Accordingly, if
proceedings are brought and a judgment is entered against us in Colombia, we may be required to discharge these
obligations in Colombian pesos. As a result, investors may be exposed to exchange rate risks.

Holders of notes will not have the right to accelerate the notes.

The holders of the notes will have no right to accelerate any payment due under the notes during an Event of
Default unless there has been a change, amendment or modification to Colombian banking laws that would allow
such right without disqualifying the notes from Tier 1l Capital status. If any Event of Default occurs and is
continuing, the Trustee may only pursue other available remedies, if any, excluding acceleration, to collect the
payment of principal and interest on the notes or to enforce the performance of any provision under the indenture.

The new notes will be subject to transfer restrictions.

The new notes have not been registered under the Securities Act, any state securities laws or the laws of any
other jurisdiction. As a result, the new notes may not be offered or sold within the United States or to, or for the
account or benefit of, U.S. persons except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act and applicable state securities laws. These exemptions include offers
and sales that occur outside the United States in compliance with Regulation S under the Securities Act in
accordance with any applicable securities laws of any other jurisdiction and sales to qualified institutional buyers as
defined under Rule 144A under the Securities Act. Due to these transfer restrictions, you may be required to bear the
risk of your investment for an indefinite period of time. For a discussion of restrictions on resale and transfer of the
new notes, see “Transfer Restrictions.”

Our obligations under the new notes will be subordinated to statutory preferences and possibly all of our future
borrowings.

Under Colombian law, our obligations under the new notes and the indenture are subordinated to specified
statutory preferences, including claims for salaries, wages, social security, taxes and court fees and expenses. In the
event of our liquidation, these statutory preferences will have preference over any other claims, including claims by
any holder in respect of any notes, and as a result, holders of new notes may be unable to recover amounts due under
the new notes, in whole or in part.

In addition, the new notes rank behind all of our existing and future Senior External Liabilities (as defined in
“Description of the New Notes”). The new notes will be structurally subordinated to all indebtedness of our
subsidiaries. In addition, the indenture for the notes permits us to incur additional indebtedness, including Senior
External Liabilities, in the future. As a result of this subordination, upon any distribution to our creditors in a
bankruptcy, liquidation or reorganization or similar proceeding relating to us or our property, the holders of our
Senior External Liabilities and any debt of our subsidiaries will be entitled to be paid in full and in cash before any
payment may be made with respect to amounts due in respect of the new notes.

28



In the event of a bankruptcy or similar proceeding relating to us, holders of the new notes will participate with
all holders of our subordinated indebtedness in the assets remaining after we have paid all of our Senior External
Liabilities. However, because the indenture requires that amounts otherwise payable to holders of the notes in a
bankruptcy or similar proceeding be paid to holders of Senior External Liabilities instead, holders of the new notes
may receive less, ratably, than unsecured, unsubordinated creditors in any such proceedings. In any of these cases,
we may not have sufficient funds to pay all of our creditors, and holders of the new notes may receive less, ratably,
than the holders of Senior External Liabilities.

At June 30, 2016, we had unconsolidated subordinated indebtedness equivalent to U.S.$1,680.8 million and did
not have any secured indebtedness and total unconsolidated Senior External Liabilities equivalent to U.S.$21,429.2
million. At June 30, 2016, our subsidiaries had external liabilities equivalent to U.S.$18,451.0 million.

It may be difficult to enforce your rights if the Superintendency of Finance intervenes or if we enter into a
bankruptcy, liquidation or similar proceeding in Colombia.

The insolvency laws of Colombia, particularly as they relate to the priority of creditors (secured or unsecured),
the ability to obtain post-petition interest and the duration of insolvency proceedings, may be less favorable to your
interests than the bankruptcy laws of the United States. Your ability to recover payments due on the notes may be
more limited than would be the case under U.S. bankruptcy laws. The following is a brief description of certain
aspects of insolvency laws in Colombia.

Your ability to enforce your rights under the notes may be limited if we become subject to the proceedings set
forth in Decree 663 of 1993 and Decree 2555 of 2010, each as amended from time to time, which proceedings
establish the events under which the Superintendency of Finance may initiate a “taking of possession” (toma de
posesion) proceeding either to administer Banco de Bogota or to liquidate it.

Under Colombian banking laws, financial institutions are subject to a special administrative takeover by the
Superintendency of Finance in the event that the financial institution becomes insolvent.

The Superintendency of Finance can take control of financial institutions under certain circumstances. The
following grounds for takeover are considered to be “automatic” in the sense that, if the Superintendency of Finance
discovers their existence, the Superintendency of Finance is obligated to intervene and take over the administration
of the financial institution: (i) the financial institution’s technical capital (patrimonio adecuado) falls below 40% of
the legal minimum; or (ii) the term of any recovery plan expires or the goals set forth in such plans are not fulfilled.
Additionally, the Superintendency of Finance periodically audits financial institutions and, as a consequence of such
audits, the Superintendency of Finance can impose additional capital or solvency obligations without taking control
of the financial institution.

The Superintendency of Finance may, at its discretion, intervene and take over the administration of a financial
institution subject to its supervision, with the previous authorization of its advisory council, if the financial
institution takes any of the following actions: (i) suspends payments; (ii) refuses to submit files, accounts and
supporting documentation to the Superintendency of Finance for inspection; (iii) refuses to be questioned under
oath, in relation to their business; (iv) repeatedly fails to comply with the Superintendency of Finance’s orders and
instructions; (v) repeatedly violates applicable laws and regulations or of the financial institution’s by-laws; (vi)
engages in unauthorized or fraudulent management of the bank’s business; (vii) reduces the financial institution’s
technical capital below 50% of its subscribed capital; (viii) fails to comply with the minimum capital requirements
set forth in Decree 663 of 1993; (ix) failures to comply with the recovery plans that were adopted by the financial
institution; (x) fails to comply with the order of exclusion of certain assets and liabilities as instructed by the
Superintendency of Finance to another institution designated by the Superintendency of Finance; (xi) fails to comply
with the order of progressive unwinding (desmonte progresivo) of the operations of the bank applicable to financial
institutions; and (xii) provides information to the Superintendency of Finance which contains serious inconsistencies
that prevent the Superintendency of Finance from adequately assessing the actual situation of the entity.

A takeover by the Superintendency of Finance may have one of two different purposes: (i) to manage the
financial institution, in which case the financial institution will be allowed to continue its activities subject to the
administration of the Superintendency of Finance or (ii) to liquidate the financial institution. The Superintendency of
Finance must decide if it will either manage or liquidate the financial institution within two months following a
takeover in the event of a bankruptcy, liquidation or similar proceeding. In view of the broad discretionary powers
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of the Superintendency of Finance, it is impossible to predict how long payments under the notes could be delayed
and whether or to what extent you would be compensated for any delay if any of the actions described above were to
be taken with respect to us.

Global economic developments may adversely affect the market value of the notes.

Emerging markets, such as those in Colombia and Central America, are subject to greater risks than more
developed markets, and financial turmoil in any emerging market could disrupt business in Colombia and adversely
affect the price of the notes. Moreover, financial turmoil in any emerging market country may adversely affect
prices in stock markets and prices for debt securities of issuers in other emerging market countries as investors move
their money to more stable, developed markets. An increase in the perceived risks associated with investing in
emerging markets could dampen capital flows to Colombia and adversely affect the Colombian economy in general,
and the interest of investors in the notes in particular.

Furthermore, on June 23, 2016, the United Kingdom held an in-or-out referendum on the United Kingdom’s
membership within the European Union, the result of which favored the exit of the United Kingdom from the
European Union, or “Brexit.” A process of negotiation will determine the future terms of the United Kingdom’s
relationship with the European Union. Depending on the terms of Brexit, economic conditions in the United
Kingdom, the European Union and global markets may be adversely affected by reduced growth and volatility. The
uncertainty before, during and after the period of negotiation could also have a negative economic impact and
increase volatility in the markets, particularly in the Eurozone. Such volatility and negative economic impact could,
in turn, adversely affect the value and trading of the notes.

We cannot assure you that the value of the notes will not be negatively affected by events in other emerging
markets or the global economy in general. Trading prices for the new notes may be highly volatile.

The prices at which the new notes may trade will depend on many factors, including, among others, prevailing
interest rates, general economic conditions, our performance and financial results and markets for similar securities.
Historically, the markets for debt such as the new notes have been subject to disruptions that have caused substantial
volatility in their prices. The market, if any, for the new notes may be subject to similar disruptions, which may have
an adverse effect on the holders of the new notes.

The indenture governing the notes does not include any covenants limiting or restricting our ability to incur
future indebtedness or complete other transactions.

The indenture governing the notes does not contain any financial or operating covenants or restrictions on the
payment of dividends to our shareholders, the incurrence of indebtedness, change of control, transactions with
affiliates, incurrence of liens or the issuance or repurchase of securities by us or any of our subsidiaries. We
therefore may incur additional indebtedness, and engage in other transactions that may not be in the interests of the
noteholders.

The ratings of the new notes may be lowered or withdrawn depending on various factors, including the rating
agencies’ assessments of our financial strength, parental support and Colombian sovereign and bank systemic
risk.

One or more independent credit rating agencies, including Moody’s and Fitch, may assign credit ratings to the
new notes offered hereby. The ratings address the timely payment of interest on each payment date and the
likelihood of payment of principal at the maturity of the Notes.

On March 9, 2016, Moody’s downgraded our standalone baseline credit assessment to “Bal” from “Baa3” and
our long-term foreign currency subordinated debt rating to “Ba2” from “Bal.” They also placed us on review for
further downgrade invoking a decrease in our adjusted capital ratio driven by the depreciation of the Colombian
peso in 2015. Moody’s stated that our core capital adequacy provides limited capacity to continue to support our
historically robust loan growth or absorb losses in the event of stress making us more vulnerable to any
determination in asset risk or earnings performance. On June 28, 2016, Moody’s concluded its ratings review and
confirmed our ratings, including our standalone baseline credit assessment of “Bal” and our long-term foreign
currency subordinated debt rating of “Ba2,” with an overall negative rating outlook.
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On April 28, 2016, Fitch placed certain of our ratings on negative watch for downgrade noting a decrease in our
capital ratios resulting from the depreciation of the Colombian peso in 2015 which boosted our U.S. dollar
denominated risk-weighted assets. Fitch also reasoned that the change in our accounting standards to IFRS
contributed to a decrease in our capital ratios. On July 18, 2016, Fitch announced that it had maintained the negative
watch on certain of our ratings, driven in part by its view of the Colombian sovereign rating and the likelihood that
Banco de Bogotéa would receive support from the Colombian government, should it be required. Finally, on August
17, 2016, Fitch Ratings downgraded our Viability Rating (VR) and Issuer Default Ratings (IDRs) to “bbb” and
“BBB”, respectively, concluding its review of our financial profile that had been placed on Rating Watch negative
on April 27, 2016.

We cannot assure you as to if or when other rating agencies will take similar actions. The ratings of the new
notes are not a recommendation to purchase, hold or sell the new notes, and the ratings do not comment on market
price or suitability for a particular investor. The ratings of the new notes are subject to change and may be lowered
or withdrawn without advance notice. A downgrade in or withdrawal of the ratings of the new notes is not an Event
of Default under the indenture governing the notes. The assigned ratings may be raised or lowered depending,
among other things, on the rating agency’s assessment of our financial strength, as well as its assessment of
Colombian sovereign risk generally.

We cannot assure you that a judgment of a court for liabilities under the securities laws of a jurisdiction
outside Colombia would be enforceable in Colombia, or that an original action can be brought in Colombia
against us for liabilities under applicable securities laws.

We are incorporated under the laws of Colombia, and substantially all of our assets are located in Colombia and
in Central America. Substantially all of our directors, executive officers and certain advisors named herein reside in
Colombia. As a result, it may not be possible for investors to effect service of process within the United States upon
us or our respective directors, executive officers and advisors or to enforce against us in U.S. courts any judgments
predicated upon the civil liability provisions of the applicable securities laws. See “Enforcement of Judgments” in
the Initial Notes Offering Memorandum.
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EXCHANGE RATES AND FOREIGN EXCHANGE CONTROLS
Exchange rates

The Colombian foreign exchange system allows the purchase and sale of foreign currency and the international
transfer of pesos by any person or legal entity, regardless of the amount, subject to certain regulatory procedures.

The Superintendency of Finance calculates the representative market rate based on the weighted averages of the
buy/sell foreign exchange rates quoted daily by certain financial institutions, including certain of our financial
subsidiaries, for the purchase and sale of U.S. dollars. On October 21, 2016, the representative market rate was
Ps 2,915.67 per U.S.$1.00, and on June 30, 2016, the representative market rate was Ps 2,919.01 per U.S.$1.00. The
Federal Reserve Bank of New York does not report a noon buying rate for pesos/U.S. dollars.

The following table presents the monthly high and low representative market rate during the months indicated.

Recent exchange rates of pesos per U.S. dollar Low High
Month:

MY 2016ttt ettt e s 2,833.78 3,069.17
JUNE 2016 ... e 2,897.53 3,117.83
JUIY 2016 ..o 2,911.91 3,091.78
AUGUSE 2016ttt sse st et nesae e e enenna 2,867.37 3,110.43
SEPEMBEr 2016 .......ecveiveeiieieieiet et 2,840.38 2,986.36
October 2016 (through October 21, 2016) .........ccevrierneninieineeneeenienes 2,880.08 2,964.93

Source: Superintendency of Finance.

The following table presents the average pesos/U.S. dollar representative market rate for each of the five most
recent years, calculated by using the average of the exchange rates on the last day of each month during the period,
and the representative year-end market rate for each of the five most recent years.

Pesos/U.S.$1.00

Representative market rate Average Year-end
Period:

200 bbbt nb e b 1,854.02 1,942.70
2002 s 1,798.72 1,768.23
2003 s 1,879.53 1,926.83
2014 . 2,017.85 2,392.46
2005 s 2,771.55 3,149.47

Source: Superintendency of Finance.
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USE OF PROCEEDS

The estimated gross proceeds of the offering of the new notes is expected to be approximately
U.S.$510,775,000 million (exclusive of interest accrued on the new notes from May 12, 2016 through November 4,
2016), before deducting the fees, commissions and offering expenses payable by us.

We will issue the new notes to substitute an outstanding promissory note in an aggregate principal amount
outstanding of U.S.$500 million that we originally issued to Grupo Aval Limited on December 21, 2015 (the
“Promissory Note”) by delivering the new notes to HSBC Bank in exchange for the delivery to us by HSBC Bank of
the Promissory Note. The Promissory Note will have been acquired by HSBC Bank from Grupo Aval Limited prior
to the settlement date, subject to, among other things, the satisfaction of certain conditions precedent. A portion of
the cash proceeds of the offering will be applied by the Initial Purchasers to acquire the new notes from HSBC Bank
and any remaining amounts will be used by us for general corporate purposes.
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CAPITALIZATION
The following table presents our consolidated capitalization at June 30, 2016:

e on an actual basis derived from our audited interim consolidated financial statements prepared in
accordance with IFRS; and

e asadjusted basis to give effect to this offering and the use of proceeds described in “Use of Proceeds.”

You should read this table in conjunction with our audited interim consolidated financial statements and the
related notes and with the section entitled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” included in this offering memorandum. For a summary of our technical capital, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital adequacy
requirements” in the Initial Notes Offering Memorandum.

At June 30, 2016

As adjusted to give effect

Actual to this offering
(in U.S.$ millions)(1) (in Ps billions) (in U.S.$ millions)(1) (in Ps billions)
Short-term debt:
Interbank borrowings and overnight funds........ uss$ 637.4 Ps 1,860.5 U.S.$ 637.4 Ps 1,860.5
Borrowing from banks and other(2) .................. 2,536.5 7,404.1 2,536.5 7,404.1
Total short-term debt..........ccovvvvvereriieneenan, uss 3,173.9 Ps 9,2646 US$ 3,173.9 Ps 9,264.6
Long-term debt:
Long-term debt (bonds)(3):
Ordinary bonds..........c.ccccoeneneee 385.1 1,124.1 385.1 1,124.1
5.00% Senior Notes due 2017 ........... 612.3 1,787.3 612.3 1,787.3
5.375% Subordinated Notes due 2023... 507.9 1,482.5 507.9 1,482.5
Other subordinated bonds.............cccceevvrennen. 81.2 237.0 81.2 237.0
6.250% Subordinated Notes due 2026............. 5917 1,7273 1,091.7 3,186.8
Total long-term debt (bonds)............ccceenne. UsS.$ 2,178.2 Ps 6,358.1 US.$ 2,678.2 Ps 7,817.6
Borrowings from banks and others(2):
Development banks..........ccccevevreneeneninennen, 417.8 1,219.5 417.8 1,219.5
Other senior and subordinated loans.................. 2,511.6 7,331.3 2,511.6 7,331.3
6.75% subordinated ten-year loan due to
Grupo Aval Limited.........ccocevvrernernincieen, 500.9 1,462.2 — —
Total borrowings from banks and others......... uss 3,430.3 Ps 10,013.0 US$ 2,929.3 Ps 8,550.8
Total long-term debt and borrowings
from banks and OthersS.......coooeeee e Us$ 5,608.4 Ps 16,371.1 UsS$ 5,607.5 Ps 16,368.4
Total QUILY .....cveveeeiieceee e, UsS.$ 5,658.4 Ps 16,517.0 US.$ 5,658.4 Ps 16,517.0

(1) Translated for convenience only using the representative market rate as computed and certified by the Superintendency of
Finance of Ps 2,919.01 for U.S.$1.00 at June 30, 2016.

(2) Includes loans made by other financial institutions including development banks and international correspondent banks.
Includes certain senior and subordinated loans.

(3) The maturity schedule for our bonds is as follows: Ps 2,786.0 billion (U.S.$954.4 million) matures in less than one year,
Ps 406.0 billion (U.S.$139.1 million) matures between one and three years, Ps 766.8 billion (U.S.$262.7 million) matures
between three and five years, and Ps 2,399.4 (U.S.$822.0 million) billion matures in five years or more.

The balance of borrowing from banks and other excluding development banks (short-term and long-term) held at the Banco
de Bogota level was Ps 15,823.2 billion, with the following maturity schedule: Ps 7,029.7 billion (U.S.$ 2,408.3 million)
maturing in less than one year, Ps 3,104.7 billion (U.S.$1,063.6 million) maturing between one and three years, Ps 2,119.9
billion (U.S.$726.2 million) maturing between three and five years, and Ps 3,568.9 billion (U.S.$1,222.6 million) maturing
in five years or more. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and capital resources.”

Our consolidated capitalization ratios are presented below on an actual basis, and as adjusted basis to give effect

to the capitalization events described under “Summary—Recent developments—Capitalization events” and on a pro
forma as further adjusted basis to give effect to this offering.
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Banco de Bogota (Consolidated)

At June 30, 2016

Adjusted for capitalization

As further adjusted to give

Actual — Reported events effect to this offering
Amount Ratio Amount Ratio Amount Ratio
(in Ps billions, except percentages)
Primary capital (Tier 1).......ccccooinieinniicen 74111 6.8% 10,155.7 9.3% 10,155.7 9.3%
Secondary capital (Tier 1) . 6,856.9 6.3% 5,216.4 4.8% 5,213.7 4.8%
Primary and secondary capital (Tiers I and II) ....... 14,268.0 13.0% 15,372.1 14.1% 15,369.4 14.1%
Risk-weighted assets including regulatory
value at Fisk®........ccc.coevveeriieereneeereess e, 109,338.9 — 109,338.9 — 109,338.9 —

(1) Regulatory value at risk is calculated in accordance with the guidelines of the Superintendency of Finance. See “Management’s Discussion

and Analysis of Financial Condition and Results of Operations—Capital adequacy requirements” in the Initial Notes Offering

Memorandum.
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SELECTED STATISTICAL DATA

The following information is included for analytical purposes and should be read in conjunction with our
audited interim consolidated financial statements included in this offering memorandum as well as “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” This information has been presented
based on our financial records, which are prepared in accordance with IFRS. The selected statistical data of Banco
de Bogota at June 30, 2016 and December 31, 2015 and for the six-month periods ended June 30, 2016 and 2015
have been derived from our audited interim consolidated financial statements prepared in accordance with IFRS
that are included in this offering memorandum.

Distribution of assets, liabilities and equity, interest rates and interest differential

Average statement of financial position has been calculated as follows: first, for each semester, the actual
balances were established; second, the average balance for each period is the average of total balance at
June 30 of the current period and total balance at December 31 of the previous period, divided by two.

Under IFRS, interest on investment securities includes accrued interest on debt instruments, valuation
adjustments and gains (losses) realized on debt and equity securities that are accounted for as “available for
sale,” gains (losses) on repurchase transactions “repos”, gains (losses) realized on the sale of debt
securities, and mark-to-market gains (losses) on our trading securities portfolio.

Average statement of financial position

For the six-month periods ended June 30, 2016 and 2015 the following table presents:

average balances calculated using actual month-end balances for our assets and liabilities (based on non-
consolidated monthly amounts for a six-month period and the last day of the prior year, adjusted for
consolidation by the addition or subtraction of, as applicable, average balances for the two respective semi-
annual periods);

interest income earned on assets and interest paid on liabilities; and

average yield and interest rate for our interest-earning assets and interest-bearing liabilities, respectively.
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ASSETS
Interest-earning assets:

Fixed Income investments®

Domestic without Corficolombiana...................

Corficolombiana ...........cocevviiviiiiiicce e,

FOreIgN ..o,

TOtal oo

Interbank loans and overnight funds
Domestic without Corficolombiana...................
Corficolombiana
Foreign...

Loans and leases

Domestic without Corficolombiana...................

Corficolombiana .........ccceevveiiieviecieece e,

FOTBIgN ..ot
Total .o

Total Loans and leases (interbank and
overnight funds)

Domestic without Corficolombiana...................

Corficolombiana ..........cccovverivnieneiieienceen,

FOr@IGN ..o
TOtal ..o

Total interest-earnings assets
Domestic without Corficolombiana....................
Corficolombiana ...
FOr@IGN . ..o
Total interest-earning assets without
Corficolombiana..........ccccooevinenciennnnnen,

Total non-interest-earning assets
Domestic without Corficolombiana....................
Corficolombiana ........ccccevveieiiieniiienese e
FOr@IGN ..o,
TOtal ..o

Total interest and non interest-earning assets
Domestic without Corficolombiana....................
Corficolombiana ..........ccceeevveviiieiiece e,
FOr@IGN ..ot

TOtal oo

Average statement of financial position and profit or loss
from interest-earning assets for the six-month period ended

June 30, 2016

June 30, 2015
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Interest Interest
Average income Average income
balance earned Average Yield balance earned Average Yield
(in Ps billions, except percentages)

5,663.2 95.5 3.4% 5,719.7 103.0 3.6%
1,488.6 0.0 0.0% 2,211.8 0.0 0.0%
4,628.3 98.2 4.2% 4,262.6 101.4 4.8%
11,780.1 193.6 3.3% 12,194.2 204.4 3.4%
1,366.0 22.8 3.3% 574.6 14.9 5.2%
262.1 0.0 0.0% 657.9 0.0 0.0%
1,370.2 27.1 4.0% 703.6 23.7 6.7%
2,998.2 49.9 3.3% 1,936.1 38.6 4.0%
51,140.9 2,660.0 10.4% 46,122.5 2,046.2 8.9%
513.6 0.0 0.0% 1,027.1 0.0 0.0%
40,292.9 2,241.7 11.1% 29,7194 1,606.1 10.8%
91,947.3 4,901.7 10.7% 76,868.9 3,652.3 9.5%
52,506.8 2,682.8 10.2% 46,697.1 2,061.1 8.8%
775.7 0.0 0.0% 1,684.9 0.0 0.0%
41,663.1 2,268.8 10.9% 30,422.9 1,629.9 10.7%
94,945.6 4,951.5 10.4% 78,805.0 3,690.9 9.4%
58,170.0 2,778.2 9.6% 52,416.8 2,164.1 8.3%
2,264.3 0.0 0.0% 3,896.8 0.0 0.0%
46,291.4 2,366.9 10.2% 34,685.5 1,731.2 10.0%
106,725.7 5,145.2 9.6% 90,999.1 3,895.3 8.6%

13,333.9 — 10,447.3 —

7,065.0 — 11,689.1 —

15,736.7 — 13,454.6 —

36,135.5 — 35,591.0 —
71,503.9 2,778.2 7.8% 62,864.2 2,164.1 6.9%
9,329.2 0.0 0.0% 15,585.9 0.0 0.0%
62,028.1 2,366.9 7.6% 48,140.1 1,731.2 7.2%
142,861.2 5,145.2 72%  126,590.2 3,895.3 6.2%



LIABILITIES AND EQUITY
Interest-bearing liabilities
Checking accounts
Domestic without Corficolombiana...
Corficolombiana ............cocoeeiinne.
FOr@IGN ..ot
TOtal .o

Saving deposits

Domestic without Corficolombiana..................

Corficolombiana

Foreign
Total

Time deposits

Domestic without Corficolombiana..................

Corficolombiana ...........cccoeevviiiieiic e,

FOr@IGN ..ot
TOtal oo

Total Deposits

Domestic without Corficolombiana..................

Corficolombiana ...........cocoeveevivieieiie e,

FOr@IGN ..ot
TOtAl oo

Interbank and overnight funds®
Domestic without Corficolombiana..................
Corficolombiana ...........cccoeveviiviiieiiciiciccen,
FOr@IGN ..o
Total oo

Borrowing from banks and other
Domestic without Corficolombiana..................
Corficolombiana ...
Foreign
Total ..

Long-term debt
Domestic without Corficolombiana..................
Corficolombiana ...........cccoeevviviiieiiciececenn,
FOr@IGN ..o
Total oo

Borrowing from development entities
Domestic without Corficolombiana..................
Corficolombiana .........cccoeevveiiieiiecie e,
FOr@IgN ..ot

TOtal oo

Total interest-bearing liabilities
Domestic without Corficolombiana...................
Corficolombiana ........ccccceeviinnene
FOreign ..ot
Total interest-bearing .........c.cccceeeevieicnnnn

Total non-interest-bearing liabilities and
EQUILY .o
Total liabilities and equity

Average statement of financial position and profit or loss
from interest-earning assets for the six-month period ended

June 30, 2016

June 30, 2015
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Interest Interest

Average income Average income
balance earned Average Yield balance earned Average Yield

(in Ps billions, except percentages)
3,013.9 81.1 5.4% 3,588.3 50.6 2.8%
0.0 0.0 — 0.0 0.0 —
11,350.9 47.6 0.8% 8,425.9 31.2 0.7%
14,364.8 128.7 1.8% 12,014.2 81.9 1.4%
20,580.1 472.9 4.6% 17,519.6 256.2 2.9%
393.3 0.0 0.0% 279.9 0.0 0.0%
7,484.8 52.8 1.4% 5,612.4 38.1 1.4%
28,458.3 525.7 3.7% 23,4119 294.3 2.5%
19,788.8 518.5 5.2% 18,666.5 377.2 4.0%
1,635.3 0.0 0.0% 2,716.9 0.0 0.0%
15,914.8 398.9 5.0% 12,660.5 303.8 4.8%
37,338.9 917.4 4.9% 34,043.9 681.0 4.0%
43,382.8 1,072.5 4.9% 39,7744 684.1 3.4%
2,028.7 0.0 0.0% 2,996.7 0.0 0.0%
34,750.6 499.3 2.9% 26,689.8 373.1 2.8%
80,162.0 1,571.8 3.9% 69,469.9 1,057.3 3.0%
1,893.3 110.7 11.7% 2,748.8 45.8 3.3%
2,014.0 0.0 0.0% 2,315.2 0.0 0.0%
160.9 2.3 2.9% 176.1 3.7 4.2%
4,068.1 113.0 5.6% 5,240.1 49.5 1.9%
5,701.0 20.2 0.7% 2,699.1 131 1.0%
972.2 0.0 0.0% 1,856.0 0.0 0.0%
11,473.4 237.7 4.1% 9,489.4 186.0 3.9%
18,146.6 257.9 2.8% 14,044.5 199.0 2.8%
4,497.5 117.3 5.2% 3,127.8 87.3 5.6%
1,000.7 0.0 0.0% 1,713.1 0.0 0.0%
1,180.5 40.4 6.9% 920.6 30.7 6.7%
6,678.7 157.7 4.7% 5,761.5 118.0 4.1%
1,503.3 59.0 7.8% 1,223.0 36.0 5.9%
54.4 0.0 0.0% 134.9 0.0 0.0%
0.0 3.8 — 0.0 0.0 —
1,557.7 62.7 8.1% 1,357.9 36.0 5.3%
56,977.8 1,379.5 4.8% 49,573.0 866.4 3.5%
6,069.9 0.0 0.0% 9,015.9 0.0 0.0%
47,565.4 783.6 3.3% 37,284.9 593.5 3.2%
110,613.1 2,163.1 3.9% 95,873.8 1,459.8 3.0%
32,248.1 30,716.3
142,861.2 126,590.2



(1) Includes available for sale securities, in which yields are based on historical cost balances.

(2) Reflects operations involving: common short-term interbank funds, repurchase transactions (repos), simultaneous operations
and transactions involving the temporary transfer of securities.

Interest-earning assets — net interest margin and spread

The following table presents average balances of interest-earning assets as well as our yields on our average
interest-earning assets, net interest earned, net interest margin and interest spread for the periods indicated.

For the six-month period ended June 30,

2016 2015

(in Ps billions, except percentages)
Investment securities

Domestic without Corficolombiana ...........ccceeeveiiiiiicec e, 5,663.2 5,719.7
CorfiCOlOMBIANA. ... ..cciviiiciie et 1,488.6 2,211.8
FOTBIGN vttt ettt bbbt 4,628.3 4,262.6
0] <= SRR 11,780.1 12,194.2
Interbank loans and overnight funds
Domestic without Corficolombiana ...........ccccveveeiiiii i 1,366.0 574.6
(0o wiTolo] (o] 141 o] =T o - PO OROTRSTRRT 262.1 657.9
FOTBIGN ..vve ettt 1,370.2 703.6
0] <= SRR 2,998.2 1,936.1
Loans and leases(1)
Domestic without Corficolombiana ............ccooveiiiiiii e, 51,140.9 46,122.5
CorfiCOlOMBIANA. ... .ccoiiiiie e 513.6 1,027.1
o =Y 1o I 40,292.9 29,719.4
0] = U STORRPRRPOT 91,947.3 76,868.9
Total average interest-earning assets
Domestic without Corficolombiana ............cccoovveiiiiiic e 58,170.0 52,416.8
CorfiCOlOMBIANA. ......ccoii i 2,264.3 3,896.8
FOTBIGN ... 46,2914 34,685.5
0] =Y SRR ORUPRRPO 106,725.7 90,999.1
Net interest earned(2)
Domestic without Corficolombiana ............cccovviiiiiii e, 1,398.7 1,297.7
(0o i Tofo] (o] 1 g0 ] F- Vg - SRR 0.0 0.0
o =Y 1o IR 1,583.3 1,137.8
0] =Y RO R ORUPROPO 2,982.0 2,435.4
Average yield on interest-earning assets
Domestic without Corficolombiana ...........cccceevceeiiiiiicicccce e 9.6% 8.3%
(0o i Tofo] (o] 1 g0 ] F- Vg - SRR 0.0% 0.0%
FOMBIGN ettt 10.2% 10.0%
0] <= SRR 9.6% 8.6%
Net interest margin(3)
Domestic without Corficolombiana ............ccoovviiiiiiii e, 4.8% 5.0%
CorfiCOlOMBIANA. ... .ccoiiiiie ettt e 0.0% 0.0%
FOTBIGN .t b ettt e b eneas 6.8% 6.6%
e 7 | PR PR OPRR PO 5.6% 5.4%
Interest spread on loans and leases(4)
Domestic without Corficolombiana ..........ccccvviveiiiii i 5.6% 5.4%
(00 i Tolo] (o] 1 g1 F- Vg - SRR 0.0% 0.0%
FOMBIGN ettt ettt 7.8% 7.6%
L0 7 | 6.8% 6.5%
Interest spread on total interest-earning assets(5)
Domestic without Corficolombiana ..........cccccvvvveiiiiiccic e 4.7% 4.8%
CorfiCOlOMBIANA. ......ccoviiiiie ettt 0.0% 0.0%
FOTBIGN ..ttt bbbttt ettt e b eneas 6.9% 6.8%
JLIe)1 7 | O URR U RROURRURPO 5.7% 5.5%



(1) Includes immaterial amount of interest earned on loans rated “C,” “D” and “E” for each year presented. See “—
Loan portfolio—Risk categories.”

(2) Net interest earned is calculated as interest income less interest paid and includes accrued interest, valuation
adjustments and gains (losses) realized on debt and equity securities that are accounted for as “available for
sale,” gains (losses) on repurchase transactions (repos) and gains (losses) realized on the sale of debt securities.

(3) Net interest margin is calculated as net interest income divided by total average interest-earning assets,
determined based on monthly ending balances during the applicable period.

(4) Interest spread on loans and leases is calculated as the difference between the average yield on interest-earning
loans and leases and the average rate paid on interest-bearing liabilities.

(5) Interest spread on total interest-earning assets is calculated as the difference between the average yield on
interest-earning assets and the average rate paid on interest-bearing liabilities.

Investment portfolio

We acquire and hold fixed income debt and equity securities for liquidity and other strategic purposes, or when
required by law as explained in the Initial Notes Offering Memorandum.

The following table presents the book value of our investments in debt securities and equity securities, net of
allowance for investment securities losses, at the dates indicated.

Banco de Bogota

Adjusted at

At December 31, 2015,
At June 30, December 31, excluding
2016 % 2015 % Corficolombiana(4) %

(in Ps billions, except percentages)

Debt securities
Peso-denominated
Securities issued or secured by the Republic

of Colombia(l)......cccceevveiviiriiiiiceeeceenn, 3,0504 245 6,7423 379 3,084.2 2438
Securities issued or secured by the

Colombian Central Bank...........c.ccocceveeneen. — — — — — —
Securities issued or secured by other

Colombian government entities ................... 1,085.6 8.7 1,224.2 6.9 1,135.2 9.1
Securities issued or secured by other

financial entities(2) ......ccccvevevivive e, 551.2 4.4 555.0 3.1 404.7 3.2
Other SECUrtIeS(3) ...vvvrvevririeeirieecre e, 81.3 0.7 99.8 0.6 94.4 0.8
Total peso-denominated..........ccccecevvivernnnnn, 4,768.6 38.3 8,621.2 48.5 4,718.6 37.9

Foreign currency-denominated
Securities issued or secured by the Republic

of Colombia ........ccocvvvvviieecce e, 136.6 1.1 146.2 0.8 146.2 12
Securities issued or secured by foreign

central banks 1,059.7 8.5 807.2 45 807.2 6.5
Securities issued or secured by other

Colombian government entities(1)............... 334.5 2.7 395.8 2.2 310.8 25
Securities issued or secured by other

financial entities(2) ......ccccoveeenrviennicis 2,361.8 19.0 2,041.8 16.7 2,041.8 164
Securities issued by foreign governments ........ 2,057.8 16.5 2,967.6 115 2,800.8 225
Other Securities(3) ...c.ovrereereerere e, 626.8 5.0 668.9 3.8 583.0 4.7
Total foreign currency-denominated............ 6,557.2 52.8 7,027.4 395 6,689.9 53.7
Total debt securities, net.........cccoceeeeveeveennnne. 11,345.7 91.1 15,648.6 88.0 11,408.4 91.6
Equity securities, Net ..........cocoovvririiniinnnnn, 1,102.7 8.9 2,1274 120 1,052.8 8.4
Total investment securities, net..................... 12,448.4 100.0 17,776.00 100.0 12,461.2 100.0
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(1) Includes Colombian Government-issued treasuries (Titulos de Tesoreria) or “TES.”

(2) Reflects investments made in debt securities issued by private financial entities.

(3) Reflects investments made in debt securities issued by multilateral institutions and non-financial companies.

(4) Adjusted to exclude Corficolombiana’s operations.

At June 30, 2016 and December 31, 2015, we held securities issued by foreign governments in the principal

amounts indicated as follows:

Investment amount — book value

Adjusted at Adjusted at
December 31, 2015 At December 31, 2015
At June At December excluding At June December excluding
30, 2016 % 31, 2015 % Corficolombiana(1) % 30, 2016 % 31, 2015 % Corficolombiana(1) %
(in Ps billions) (in U.S.$ thousands)
Issuer
Brazil......cccouue. — — — — — — — — — — — —
Costa Rica 834.8 40.6 846.8 415 846.8 415 286.0 40.6 290.1 415 290.1 41.5
Mexico . — — — — — — — — — — — —
Panama................ 4119 20.0 496.5 24.3 496.5 243 1411 20.0 1701 243 170.1 24.3
United States
of America...... 24.2 1.2 34.1 1.7 34.1 1.7 8.3 1.2 117 1.7 11.7 1.7
El Salvador.......... 131.3 6.4 134.9 6.6 134.9 6.6 45.0 6.4 46.2 6.6 46.2 6.6
Chile............ — — — — — — — — — — — —
Guatemala 221.0 10.7 106.3 52 106.3 5.2 75.7 10.7 36.4 5.2 36.4 52
Nicaragua............ 0.8 0.0 15 0.1 15 0.9 0.3 0.0 05 0.1 0.5 0.1
Honduras............. 433.8 21.1 421.7 20.7 421.7 20.71 148.6 21.1 1445  20.7 144.5 20.7
2,057.8 100.0 2,041.8 100.0 2,041.8 100.0  705.0 100.0 699.5 100.0 699.5 100.0
(1) Adjusted to exclude Corficolombiana’s operations
Investment securities portfolio maturity
The following table summarizes the maturities and weighted average nominal yields of our debt investment
securities at June 30, 2016.
At and for the six-month period ended June 30, 2016
Maturity less than  Maturity between ~ Maturity between Maturity more
1 year 1and 5 years 5 and 10 years than 10 years Total
Yield % Yield % Yield % Yield % Yield %
Balance (1) Balance ()] Balance (1) Balance 1) Balance (1)
(in Ps billions, except yields)
Debt securities
Peso-denominated
Securities issued or secured by the Republic
of Colombia(l) .....cccovvvvreerinireiiiiecce 131.1 7.4% 1,656.7 6.8% 1,127.2 72% 1354 7.7% 3,050.4 7.0%
Securities issued or secured by the
Colombian Central Bank ...........c.ccccccevvvnnee. — 0.0% — 0.0% — 0.0% — 0.0% — 0.0%
Securities issued or secured by other
Colombian government entities................... 1,034.0 3.8% 51.6 89% — 0.0% — 0.0% 1,085.6 4.1%
Securities issued or secured by other
financial entities(2) ........cccovveiirniccrinne 71.9 6.5% 387.9 54% 184 76% 729 4.8% 551.2 5.5%
Other SECUMLIES(3) .vvrrvevrrreeeressesrrersss e 04  60% 317  99% 490  78% 02  555% 813 8.7%
Total peso-denominated...........cccocerreniennnne 1,237.5 4.4% 2,127.8 6.6% 1,194.7 7.2% 208.6 6.7% 4,768.6 6.2%
Foreign currency-denominated
Securities issued or secured by the Republic
of Colombia(l) ......cccoovvvreiririiiiiiece 13.0 1.7% 793 2.0% 443 3.0% — 0.0% 136.6 2.3%
Securities issued or secured by the
Colombian Central Bank .............cccccevvevvenen. 761.1 4.4% 289.5 4.5% 9.1 6.6% — 0.0% 1,059.7 4.5%
Securities issued or secured by other
Colombian government entities .................... 18.7 0.0% 275 2.7% 2884 55% — 0.0% 3345 4.9%
Securities issued by foreign governments.......... 779.0 3.3% 1,181.1 47% 97.7 48% — 0.0% 2,057.8 4.1%
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At and for the six-month period ended June 30, 2016

Maturity less than  Maturity between

Maturity between

Maturity more

1 year 1and 5 years 5 and 10 years than 10 years Total
Yield % Yield % Yield % Yield % Yield %
Balance 1) Balance 1) Balance 1) Balance 1) Balance 1)
(in Ps billions, except yields)
Securities issued or secured by other
financial entities(2) ........ccooevveneiiniincien, 553.1 2.2% 1,622.8 2.6% 185.9 5.6% — 0.0% 2,361.8 2.8%
Other SeCUrities(3) ......oveerireririeeiririeeerseieienes 74.3 1.7% 312.0 10.3% 240.5 9.6% 0.0 4.0% 626.8 9.0%
Total foreign currency.denominated _____________ 2,199.1 3.3% 35121 4.1% 865.9 6.4% 0.0 4.0% 6,577.2 4.2%
Total debt securities, Net.........cccoevveceeeeeenenn. 3,436.6 3.7% 5,640.0 5.1% 2,060.6 6.9% 208.6 6.7% 11,3457 5.0%
Equity securities, net 1,102.7 1,102.7
Total investment securities, net..................... 3,436.6 5,640.0 2,060.6 1,311.3 12,448.4
(1) Yield was calculated using the internal rate of return, or “IRR,” at June 30, 2016.
At June 30, 2016, we had the following investments in securities of issuers that exceeded 10% of our
controlling equity.
At and for the six-months ended June 30, 2016
Issuer Book Value  Market Value
(in Ps billions)
Securities issued or secured by the Republic of Colombia............ Ministry of Finance 3,187.0 3,187.0

Loan portfolio

The following table presents our loan portfolio classified into commercial, consumer, microcredit and mortgage

loans for the periods indicated.

For the six-month period
ended June 30,

At December 31,

2016

%

2015 %

Domestic without Corficolombiana

(in Ps billions, except percentages)

Commercial

General purpose 10aNS(1) .....cceovvvrerrinenereee e 27,578.6 30.1% 26,468.8 28.2%
Loans funded by development banks...........c.ccccovveviveieiieinnn, 1,588.3 1.7%  1,402.9 1.5%
Working capital [0anS...........cccccveviiviiciciecc e 7,767.6 85%  7,321.1 7.8%
Credit Cards.......oiveiie e 312.9 0.3% 307.6 0.3%
OVEIAraftS ...covvicciec e 171.2 0.2% 120.4 0.1%
LBASES ..vvee e ettt ettt e ae e eaae e naaas 2,832.5 31% 27774 3.0%
RePO and iNtrbanK ..........c.ccvvevrriririeesieis e 1,182.9 1.3%  1,548.8 1.6%
Total commercial..........cccoooeiieeieie e 41,434.0 45.2% 39,947.0 42.5%
Consumer

Credit CardS.......cocueeiieeceie ettt 2,255.3 2.5% 2,204.4 2.3%
PErsonal l0aNS........coooveiieiiicee e 6,133.7 6.7% 5,937.4 6.3%
Automobile and vehicle 10ans ..........ccccoeveiiiiiccecccc e, 909.3 1.0% 883.7 0.9%
(@Y= (o[ 1 1 Y 32.1 0.0% 27.8 0.0%
Loans funded by development banks...........ccccoevvivineininennnn - 0.0% - 0.0%
General purpose 10aNS ........cocoveiiieiineieeee e 16.1 0.0% 2.0 0.0%
Working capital 10anS..........cccoeiiiiiiiiieee e - 0.0% - 0.0%
LLBASES ...t ere et e e et et e et ettt ettt et re e et 22.8 0.0% 22.9 0.0%
TOtal CONSUMET ...ttt 9,369.3 10.2%  9,078.2 9.7%
MICIOCTEAIT ...t 382.6 0.4% 385.6 0.4%
MOFTAGES ...ttt 2,1945 24%  1,967.1 2.1%
Total domestic without Corficolombiana ...........c..cccceeeveenee. 53,380.4 58.3% 51,377.9 54.7%



For the six-month period

ended June 30, At December 31,
2016 % 2015 %
(in Ps billions, except percentages)
Corficolombiana
Commercial
General purpose 10aNS(1) .....ccevveerereireneineseee e — 0.0% 529.4 0.6%
Loans funded by development banks...........cccccoevieneinincinnnn — 0.0% — 0.0%
Working capital 10anS..........cccoereiirenciinene e, — 0.0% — 0.0%
Credit CardS.......cocveeiieecie ettt — 0.0% — 0.0%
(01 =T (o[ 21 1 TSRS — 0.0% — 0.0%
LBASES ...ttt ettt — 0.0% 478.8 0.5%
RepO and interbank ..........cceereverriieiieeeees s — 0.0% 524.1 0.6%
Total COMMEICIAl......cccocviiiirieicrie e — 0.0% 1,532.3 1.6%
Consumer
Credit Cards.......covee i — 0.0% — 0.0%
Personal l0anS...........cooveiiii e — 0.0% 272.6 0.3%
Automobile and vehicle 10ans ...........ccccoeveivee e, — 0.0% — 0.0%
OVEIAraftS ...covvieciec e — 0.0% — 0.0%
Loans funded by development banks...........c.ccccoovviviiviininen, — 0.0% — 0.0%
General PUrPOSE 10ANS .......cccoviiiiriiciiee e — 0.0% — 0.0%
Working capital [0aNnS ..o — 0.0% — 0.0%
LLBASES . .veveeeeveeeeeevee et e et e e et et et e et e et e n et et ettt et et e et et et et e anas — 0.0% 0.6 0.0%
TOtal CONSUMEL ...ttt — 0.0% 273.2 0.3%
V1o (oo =10 11 AR — 0.0% — 0.0%
MOFTAGES ...t — 0.0% 11 0.0%
Total Corficolombiana .........ccoeoveveeeiiiie e, — 0.0% 1,806.6 1.9%
Foreign
Commercial
General purpose 10anS(1) ......cccvevveieeiieiieseee e 10,443.0 11.4% 11,1141 11.8%
Loans funded by development banks...........c.cccovevveiviieinen, — 0.0% — 0.0%
Working capital [0anS...........cccccveviiviiiicic e 5,040.1 55%  5,512.3 5.9%
Credit Cards........ocee et — 0.0% — 0.0%
OVEIAraftS ...covvicciec e 207.2 0.2% 334.0 0.4%
LSS ... ettt 616.5 0.7% 642.5 0.7%
RePO and iNtErbanK ...........covvevvrririeeieiess e 1,213.4 13%  1,527.1 1.6%
Total commercial .........cc.covveiiiiiiece e 17,520.2 19.1% 19,130.0 20.4%
Consumer
(T[] o710 [ 6,724.2 7.3% 7,177.6 7.6%
PErsonal l0aNS........cooivuevieiiicee e 5,348.0 5.8% 5,461.2 5.8%
Automobile and VEhIcle 10aNS ..........coovvvieeeciiiieece e, 2,276.7 2.5% 2,294.0 2.4%
OVEIAIaftS ...ecvvicceec et 47.1 0.1% 52.5 0.1%
Loans funded by development banks............ccccooeiinineiininnnnn, — 0.0% — 0.0%
General purpose 10aNS ........coooeiiieiiieieee e — 0.0% — 0.0%
Working capital 10anS..........cooiiiiiieiiieee e — 0.0% — 0.0%
LLBASES ..ottt ettt ettt et et e ettt ettt et ettt et et et et et e anas 159.8 0.2% 153.6 0.2%
TOtal CONSUMET ...ttt 14,555.8 15.9% 15,139.0 16.1%
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For the six-month period

ended June 30, At December 31,
2016 % 2015 %
(in Ps billions, except percentages)
[ ToT 0 o3 £-To T PR — 0.0% — 0.0%
MOITGAGES ..evee ettt 8,321.6 9.1% 8,659.7 9.2%
Total fFOreign.......covve e 40,397.6 44.1% 42,928.6 45.7%
Total 10an POrtfolio.........covveeereeieieeeeeee e 93,778.0 102.3% 96,113.2 102.3%
Total loan impairment allowance with
COrfiCOlOMDIANG. ... (2,143.8) (2.3%) (2,134.6) (2.3%)

Total POrtfolio, NEL.....c.cccviveceeree e 91,634.3 100.0% 93,978.6 100.0%

(1) General purpose commercial loans primarily include short-term loans (créditos de tesoreria), trade finance loans, project
finance loans and loans for capital expenditures.

We classify our loan portfolio into the following categories: Commercial loans, Consumer loans, Microcredit
loans and Mortgages as explained in the Initial Notes Offering Memorandum.

Maturity and interest rate sensitivity of loans and leases
The following table presents the maturities of our loan portfolio at June 30, 2016.

For the six-month period ended June 30, 2016

Dueinone Duefromone Due after five

year or less to five years years Total %
(in Ps billions, except percentages)

Domestic
Commercial
General purpose 10ans ..........cccceceveiveieeieesieniens 10,132.5 13,906.4 3,539.7 27,578.6 29.4
Loans funded by development banks................... 389.4 822.9 376.0 1,588.3 1.7
Working capital [0ans...........c.ccccoevvevvecicesienn, 6,517.7 822.3 427.7 7,767.6 8.3
Credit cards........coeevveeeeeeieecee e 201.0 112.0 — 312.9 0.3
OVErdraftS .......oeevveeiiieeeee e 168.1 3.1 — 171.2 0.2
LBASES ...ttt 1,051.6 854.9 926.0 2,832.5 3.0
Repo and interbank............ococoeeeenviriieceeesnennn, 1,182.9 — — 1,182.9 13
Total commercial .........cooooveveeiiieeee e 19,643.2 16,521.6 5,269.3 41,434.0 44.2
Consumer
Credit cards........coeevvveeceeeceecee e 1,479.3 776.0 — 2,255.3 2.4
Personal 10ans........c..coceveeveiicee e 1,463.4 4,003.8 666.4 6,133.7 6.5
Automobile and vehicle loans ...........ccccccveeueenee 222.7 647.2 39.3 909.3 1.0
OVerdraftS......ccoovveeiiiicie e 314 0.7 — 32.1 0.0
Loans funded by development banks................... — — — — —
General purpose 10ans ..........cccceceveivveiieniesieniens 15 14.7 — 16.1 0.0
Working capital 10ans.........ccccoooeiinineniiiiine — — — — —
LLBASES ..t eeeeee ettt e ee ettt e ettt es 5.4 16.8 0.7 22.8 0.0
Total CONSUMET ... 3,203.7 5,459.1 706.4 9,369.3 10.0
MICIOCTEdit .....c.vveiieeiieece e 168.5 213.8 0.3 382.6 0.4
MOFLJAGES ..ottt 118.2 436.7 1,639.7 2,194.5 2.3
Total domestic portfolio............ccocvveiiiinennn 23,1335 22,631.3 7,615.6 53,380.4 56.9
Foreign
Commercial
General purpose 10ans .........cccccevvvveviveiennerenenn, 1,686.8 3,038.9 5,717.4 10,443.0 11.1
Loans funded by development banks................... — — — — —
Working capital 10ans.........cccccovevivveviivninierennnns 4,278.8 663.1 98.2 5,040.1 5.4
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For the six-month period ended June 30, 2016

Dueinone  Duefromone Due after five

year or less to five years years Total %
(in Ps billions, except percentages)

Credit Cards......coovveveeieeieece e — — — — —
OVEIAraftS ...covviiiiieiee i 202.2 5.0 — 207.2 0.2
LBASES .eovveiciee ettt 29.0 490.1 97.4 616.5 0.7
Repo and interbank ............covveveersrverereerererennns 12134 — — 12134 13
Total commercial .......c..cocovveiiiieiieiccc e, 7,410.1 4,197.1 5,913.0 17,520.2 18.7
Consumer

Credit cards........ooevieiieeieece e 6,002.2 532.2 189.8 6,724.2 7.2
Personal 10ans........c..cocveeeei e 150.8 1,813.8 3,383.4 5,348.0 5.7
Automobile and vehicle 10ans ............ccccocveenenne 234 1,136.4 1,116.9 2,276.7 2.4
OVErdraftS......c.ccevveeiiicciee e 46.0 1.1 — 47.1 0.1
Loans funded by development banks................... — — — — —
General purpose 10ans .........cocccvvereieneneieneneeas — — — — —
Working capital [0ans...........c.ccccevvvevivecviesiennn, — — — — —
LLBASES ...ttt eee et ee e ettt es 1.2 75.2 83.4 159.8 0.2
Total CONSUMET .....oooveeiviiiciieceie e 6,223.7 3,558.6 4,773.5 14,555.8 155
MICIOCIedit .......veevveeiii e — — — — —
MOITGAGES ......eoveceevrereiereeeeeeeetere ettt 12.1 140.1 8,169.4 8,321.6 8.9
Total foreign portfolio..................cooecccceeere. 13,6459  7,8958  18,855.9  40,397.6 431
Total loan portfolio.........c.cccceeveveveeeeveiirecrcieine, 36,7794 30,527.0 26,471.6 93,778.0 100.0

The following table presents the interest rate sensitivity of our loan portfolio due after one year and within one
year or less at June 30, 2016.

At June 30, 2016

(inPs

billions) %
Loans with maturity of one year or less
Variable rate:
[0 1) (TR 11,306.0 12.1
o) =T o TR 3,541.0 3.8
10 ] 7 | R 14,847.0 15.8
Fixed rate:
[0 1) (TR 11,827.5 12.6
o) =T o TR 10,105.0 10.8
B 0] -1 OO R 21,9324 23.4
Total loans with maturity 0f ONE YEAI OF 1SS ..........oeevieveieeieeieeee e 36,7794 39.2
Loans with maturity of more than one year
Variable rate:
[0 1 1) (TR 16,766.1 17.9
0] =T o TR 9,832.2 10.5
0] - | F OO OO RSO PER PR 26,598.3 28.4
Fixed rate:
[0 1 1) (R 13,480.8 14.4
0] =T o TR 16,919.5 18.0
0] - | F OO OO RSO PER PR 30,400.3 32.4
Total loans with maturity of more than 0Ne YEar ............ccccccevevieieeieeeece e 56,998.6 60.8
Total 108N POITFONIO..........cvvceiiescete ettt 93,778.0 100.0
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Loan portfolio by economic activity

The following table summarizes our loan portfolio, at the dates indicated, by the principal activity of the
borrower using the International Standard Industrial Classification of All Economic Activities. Where we have not
assigned a code to a borrower, classification of the relevant loan has been made based on the purpose of the loan as

described by the borrower.

Adjusted at December 31,

2015 excluding
At June 30, 2016 At December 31, 2015 Corficolombiana(3)
Ps % Ps % Ps %
(in Ps billions, except percentages)

Agricultural.........cooeviiiiii s 2,612.5 2.8 2,765.9 2.9 2,716.7 2.9
Mining products and Oil...........c.ccccccvrrnnen, 1,283.4 1.4 1,446.3 1.5 1,412.3 15
Food, beverage and tobacco ............ccevnee, 4,891.7 5.2 4,788.3 5.0 4,762.5 5.0
Chemical production..........ccccoeevevvivivveienns, 3,455.7 3.7 3,496.6 3.6 3,433.6 3.6
Other industrial and manufacturing

PrOQUCES......cveieieiee e 2,888.4 3.1 2,767.9 2.9 2,724.1 2.9
GOVEINMENT ....cvevieiee e, 1,265.3 1.3 1,177.9 1.2 1,173.6 1.2
CoNSEIUCLION ..ocvvevieec e, 4,709.3 5.0 4514.4 4.7 4,439.0 4.7
Trade and tOUriSM .......cccoovveveeieeie e, 914.9 1.0 981.6 1.0 948.9 1.0
Transportation and communications........... 5,404.6 5.8 5,618.3 5.8 5,458.7 5.8
PUBIIC SEIVICES ..vvevvviiceeece e, 3,933.2 4.2 3,785.9 3.9 3,769.5 4.0
Consumer Services(1) ....ccovvvvrevrvrenverinnns, 37,909.6 40.4  38,341.7 39.9 37,926.6 40.2
Commercial Services(2) ......c.ccoevvvrivrrvereennn, 23,633.3 25.2  25,620.0 26.7 24,749.6 26.2
OtheT e, 876.0 0.9 808.3 0.8 791.4 0.8
Total loan portfolio..........ccccoevvvnerennnnn, 93,778.0 100.0 96,113.2 100.0 94,306.5 100.0

(1) Consumer services include loans to individuals, such as consumer loans (credit cards, vehicle, personal and others) and

mortgage loans.

(2) Commercial services include wholesale trade and retail, consulting and business support services, health and social services,

moneylending and other activities.

(3) Adjusted to exclude Corficolombiana’s operations

Credit categories

The following table presents our loan portfolio for the purpose of credit risk evaluation, categorized in

accordance with the regulations of the Superintendency of Finance and in effect at the relevant dates.

At June 30,
2016

At December 31,

2015

(in Ps billions)

Domestic without Corficolombiana

COMMETCIAL JOANS ... .eiiiiec ittt et e e be e e ebeeebee e sbaeebee s 41,434.0 39,947.0
(00110104 L=T (ol F=1 I [0 L T 40,251.2 38,398.2
RePO and INTEIDANK.........eiieierie e nee 1,182.9 1,548.8

(00 ToY 0 0 (=T [0 U T 9,369.3 9,078.2

Vo oo =10 11 oY= o 382.6 385.6

Y (oI (o =0T L O TSP P RO OPRPPRON 2,1945 1,967.1

Total domestic 10an POrtFOli0........ccoviiiiiiicec s 53,380.4 51,377.9

Allowance for 10ans and fiNanCial 188Se 10SSES.........vvveveveveeereeeeeeeeeee e eeeeeeeseneeeeeeenens (1,598.4) (1,567.7)

Total domestic loan portfolio, net, without Corficolombiana...........cc.ccocvvvveiercrnnnnn 51,782.0 49,810.2

Corficolombiana

COMMETCIAI JOANS ......iiciiieiie et ettt be e s be e e ebeeebaeeetaeebee s — 1,5632.3
COMMETCIAL JOANS ...ttt ettt et et e e ebr e e sbeeeree s — 1,008.2
RePO and INLErDANK...........ciiiiiie e e — 524.1

CONSUMET TOANS ...eeiiieciiec ittt ettt ettt ebe e et e e e ebeesbe e e ebeesabeeeebeeebaeeeraeetreas — 273.2



At June 30, At December 31,
2016 2015
(in Ps billions)

MICTOCTEOIT JOANS .....cveiie ittt be et e et e bt et e e ebeebeeabeerbesreesrees — —

[ o] (0 Yo T T TP TPV PP PR PPUPPPTTN — 11
Total domestic 10an POItFOTIO.........coiiiiiiiei e — 1,806.6
Allowance for 10ans and finanCial 188Se 10SSES..........vvivvreeeeeeee e eeeeeeeeee e seneneneeae — (38.3)
Total Corficolombiana loan portfolio, Net............coeiiiiiiiiice e — 1,768.3
Foreign

(000110104 L=T (ol =1 [T 1 OSSOSO 17,520.2 19,130.0
(00011014 L=T (ol F=1 I [T 1 ST OSTRRT 16,306.8 17,602.9
REPO and INTEIDANK .........ccueiiiiieie e 1,213.4 1,527.1
CONSUMET TOANS ...veiiveireiie ettt ettt eb e sre e ebe e b e e b e e b e e teesbeesbeesbeesbeenreenns 14,555.8 15,139.0
MICTOCTEOIT JOANS ....ecveiiieiie ittt et b e e b e e beebeerbesrbesreesrees — —
IVIOTEGAGES ... 8,321.6 8,659.7
Total foreign 10an POrtfolio...........ccieiiieiiiiieiieeee e 40,397.6 42,928.6
Allowance for 10ans and financial 18aSE 10SSES...........cvvvereereeereeeeeeeeeeeeeresesereeeens (545.3) (528.6)
Total foreign [0an Portfolio, NEL .........cccveeriiiiiiceee s 39,852.3 42,400.0
Total 10an POItfOlio, NEL........cieveviiieiectie ettt eees 91,634.3 93,978.6

Past due loans classified as Performing and Non-Performing loans

The following table presents our performing loans (31 days past due) and our non-performing loans (more than

90 days past due).

Past due loans

At June 30, At December 31,
2016 2015

Domestic without Corficolombiana
Performing past-due loans
(0011014 L=T (ol =1 I [T 13 T 209.6 138.3
(00 15T 0 (T [0 g T 2445 208.2
Vo] oo =10 11 (o= o TR 17.7 16.3
IMIOTEQAGES ... veveeitt ettt bbbt s bbb bbb s s 30.2 14.4
Total performing Past-due 108NS ...........ccoeiiiriiiiiee s 502.0 377.2
Non-performing past-due loans
(0011014 L=T (ol =1 I [T 13 T 708.4 619.3
(00 15T 0 (T [0 g T 258.9 262.0
Vo] oo =10 11 (o= o TR 30.5 27.8
IMIOTEJAGES ...ttt 25.0 211
Total non-performing past-due 10aNS ..........cccccoviriiieieeenieeeee e 1,022.9 930.3

Total past-due loans without Corficolombiana ...........cccccooevviieiiiciiiiceee 1,524.9 1,307.4
Corficolombiana
Performing past-due loans
(0011010 g L= (ol = I [0 U3 T — 25.3
(00 TS0 g [T [0 14T — 0.0
[V To] oo =10 11 (o= o U — —
IMIOTEQAGES ...ttt et nre s — —
Total performing Past-due 108NS ...........coeiiiiiiiie s — 25.3
Non-performing past-due loans
(001101 g 1= (ol F=1 I [0 U2 — 23.3
CONSUMET TOANS ...ttt ettt tee et e e st e e e ebe e e sbeeeebaeesreeenbee s — —
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Past due loans

At June 30, At December 31,

2016 2015

MICTOCTEAIL TOBNS ...ttt bbbt — —
Y (o1 (o =0 TIPS P TP PP PP TP — —
Total non-performing past-due l0aNS ............c.cccevieriieniceseeeeeee s — 23.3

Total past-due loans Corficolombiana .............cccceerieeiiieeieeee s — 48.6
Foreign
Performing past-due loans
CoMMECIAl JOANS ......cviiie ettt re e eaeas 51.2 44.8
CONSUMET TOBNS ...ttt ettt ettt sttt ettt e b b re e e e e e neas 348.5 316.0
MICTOCTEAIL TOBNS ...ttt bbbt — —
IVIOTEJAJES ...ttt 90.3 104.6
Total performing past-due [0aNS ..........cccveierieii i 489.9 465.4
Non-performing past-due loans
COoMMENCIAI TOANS ...t bbb 79.3 100.5
CONSUMET TOBNS ...ttt bbbttt bbbt bbb e nas 237.7 228.0
MICIOCIEAIT TOBNS ...ttt bbbt — 0.0
Y oo o LY O 935 101.7
Total non-performing past-due l0aNns ............cccceueveieiienicesee s 410.6 430.2

Total foreign Past-due 10aNS...........cc.cveiiriiieieeee s 9004 895.6
Total PASE-AUE 10BNS.........c.cveveiveiiceeieice ettt 2,425.3 2,251.6

Risk categories

The Superintendency of Finance prescribes the minimum risk classifications for loans and financial leases.
Management assigns loans and financial leases to these classifications on the basis of models developed by
management and reviewed by the Superintendency of Finance. These models incorporate both subjective and
objective criteria.

Category A — “Normal risk”: Loans and financial leases in this category are appropriately serviced. The
debtor’s financial statements or its projected cash flows, as well as all other credit information available to us, reflect
adequate paying capacity.

Category B — “Acceptable risk, above normal”: Loans and financial leases in this category are acceptably
serviced 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.

Category C — “Appreciable risk”: Loans and financial leases in this category have debtors with insufficient
paying capacity or relate to projects with insufficient cash flow, which may compromise the normal collection of the
obligations.

Category D — “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.

Category E — “Risk of non-recoverability”: Loans and financial leases in this category are deemed
uncollectible.

The following tables present the breakdown of our loan portfolio by risk classification in effect at June 30,
2016 and December 31, 2015.
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Domestic without Corficolombiana
“A” Normal risSK.....covvenieiiiiiiie e
“B” Acceptable risk, above normal ................
“C” Appreciable risk .........cocoviiiiininiinen,
“D” Significant risk .........cccocovriiniiiieiinneen,
“E” Risk of non-recoverability .............cc.c....
Total domestic loan portfolio without
Corficolombiana........c.ccccovevinienncnnnnn,
Domestic loan portfolio classified as “C,”
“D” and ”E” as a percentage of total
domestic loan portfolio without
Corficolombiana .........c.cccovvivinicnncenn,

Corficolombiana

“A” Normal riSK.....covverieiniinieiie e
“B” Acceptable risk, above normal ................
“C” Appreciable risk ...,
“D” Significant risk .........cocoovriiiinnienninneen,
“E” Risk of non-recoverability ............cc.c....

Total Corficolombiana ..........ccccoecevvniinnnnne

Corficolombiana loan portfolio classified as
“C,” “D” and ”E” as a percentage of total
Corficolombiana loan portfolio...................

Foreign

“A” Normal riSK.....covverieiininienee e,
“B” Acceptable risk, above normal ................
“C” Appreciable 1isk .......c.ccoovviiiiiiiiiine
“D” Significant risk ........ccocvveveiiiiiciiniieins
“E” Risk of non-recoverability ......................

Total foreign loan portfolio...........cc.ccoeeeee.

Foreign loan portfolio classified as “C,” “D”
and ”E” as a percentage of total foreign
loan portfolio........cccvvevveciiiic e,

Total loan portfolio...........cocovviiiinieecenn,

At June 30, 2016

At December 31, 2015

Ps. % Ps. %
(in Ps billions, except percentages)

49,674.3 93.1 48,229.3 93.9
1,610.9 3.0 993.9 1.9
1,099.5 2.1 1,198.5 2.3

675.6 1.3 585.7 1.1
320.0 0.6 370.5 0.7
53,380.4 100.0 51,377.9 100.0

3.9% 4.2%

— — 1,697.3 93.9
— — 35.3 2.0
_ — 46.4 2.6
— — 23.8 1.3
— — 3.8 0.2
— — 1,806.6 100.0
— 4.1%

37,977.3 94.0 40,129.7 93.5

1,052.1 2.6 859.6 2.0
951.2 2.4 1,517.3 35
275.8 0.7 265.9 0.6
141.2 0.3 156.1 0.4

40,397.6 100.0 42,928.6 100.0

3.4% 4.5%
93,778.0 100.0 96,113.2 100.0

Past due loans classified as secured and unsecured

The following table presents information with respect to our secured and unsecured loan portfolios at least

31 days past due.
Adjusted at
December 31, 2015
excluding
At June 30, 2016 At December 31, 2015 Corficolombiana(2)
Ps. % Ps. % Ps. %
(in Ps billions, except percentages)
Secured
Past due 31 to 360 days
Commercial .........cccoovveeiieiecie e 375.9 0.4 203.6 0.2 159.6 0.2
CONSUMET ...t 269.0 0.3 69.0 0.1 0.1
Microcredit ........cccooeieniieiinienie 15.3 0.0 9.6 0.0 . 0.0
MOFtQAGES ......vevervvreeerecee e 189.4 0.2 184.7 0.2 184.7 0.2
Total 31 to 360 days...................... 849.6 0.9 466.9 0.5 422.9 0.5
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Adjusted at

December 31, 2015

excluding
At June 30, 2016 At December 31, 2015 Corficolombiana(2)
Ps. % Ps. % Ps. %
(in Ps billions, except percentages)

Total past due more than 360 days .... 447.8 0.5 1911 0.2 187.1 0.2
Total CUITent .....coeveveeeveeeeeceee e, 39,460.9 43.1 40,373.9 43.0 39,263.1 42.6

Total secured loan portfolio ........ 40,758.4 44.5 41,032.0 43.7 39,873.0 43.2
Unsecured®
Past due 31 to 360 days
Commercial .........ccoovevienieeieee e, 128.4 0.1 247.0 0.3 246.8 0.3
CONSUMET ....ociiieiiee e 730.7 0.8 842.0 0.9 842.0 0.9
Microcredit........ocoovveveiciiiiiiiiecrieenens 16.4 0.0 19.3 0.0 19.3 0.0
MOIQAGES . v v — — 0.0 0.0 — 0.0

Total 31 to 360 days........ccccerueneene 875.4 1.0 1,108.4 1.2 1,108.2 1.2
Total past due more than 360 days ... 252.4 03 485.1 0.5 484.8 0.5
Total CUITeNt .....covecvvecreieeeeen 51,891.8 56.6 53,487.6 56.9 52,840.5 57.3

Total unsecured loan portfolio.... 53,019.6 57.9 55,081.2 58.6 54,433.5 59.0

Total loan portfolio, gross............ 93,778.0 102.3 96,113.2 102.3  94,306.5 102.3
Loan impairment allowance .............. (2,143.8) (2.3)  (2134.6) (2.3)  (2,096.3) (2.3)

Total loan portfolio, net................ 91,634.3 100.0  93,978.6 100.0  92,210.2 100.0

(1) Includes loans with personal guarantees.
(2) Adjusted to exclude Corficolombiana’s operations.

Troubled debt restructured loans

The following table presents our troubled debt restructured loan portfolio classified into domestic and foreign
loans, the gross interest income that would have been recorded in the period that ended if the loans had been current
in accordance with their original terms and had been outstanding throughout the period or since origination and the

amount of interest income on those loans that was included in net income for the period.

At and for the six-month period ended June 30, 2016

Interest income
included in net
Gross interest income for the

Amount of loans income period
(in Ps billions)
Domestic without Corficolombiana...........ccccceeeeveiiicee e, 1,356.3 141.9 141.9
CorficolomBIANa ........ccovviicie e — — —
FOTBIGN. .ottt 478.1 73.7 725
Total troubled debt restructured loan portfolio .................... 1,834.4 215.6 214.4

The following table presents a summary of our troubled debt restructured loan portfolio, classified into domestic

and foreign loans, accounted for on a performing basis in effect at the end of each period.

At June 30, At December 31,

2016 2015
(in Ps billions)
Domestic without Corficolombiana..........ccccoeuviveeiiiii i, 1,356.3 1,292.6
CorficOlomMDBIANG .......coiiiiiiic e — 96.1
FOTBIGN. ottt ettt ettt ettt bbb es et bbb b en s sene bt 478.1 480.7
Total troubled debt restructured 1oan portfolio(1)........c..ccccuvvvvnrreenrerinens 1,834.4 1,869.5

(1) Restructured loans are loans that have been modified due to an impairment of the conditions of the beneficiary.

50



Movements in loan impairment allowances
Loan impairment Allowance

We record allowance for loan and financial losses in accordance with IFRS.

The following table presents the changes in the allowance for loan and financial lease losses during the periods

indicated.

For the six-month period
ended June 30, 2016

For the year ended
December 31, 2015

(in Ps billions)

Domestic without Corficolombiana

Balance at beginning of Period..........ccccviviiiieiiicieicce e 1,567.7 1,325.7
Provisions for 10an 10SSeS, NEL ... 596.2 771.0
WWIEE-0FFS . (563.2) (529.2)
Effect of difference in eXChange rate ............cooeveveeeeeeeeeeeseeeeeeeeeeeseeeen. (2.3) 0.3
Balance at end of year (domestic without Corficolombiana)............... 1,598.4 1,567.7
Corficolombiana

Balance at beginning of Period ... — 34.5
Provisions for 10an 10SSES, NEL ........ccuevvviiicieiiie e — 10.0
WWIHIEE-OTTS .o — (6.2)
Effect of difference in exchange rate ... — —
Balance at end of year (Corficolombiana) ..........ccccococniinininiinennn — 38.3
Foreign

Balance at beginning of period.........ccccceoov i 528.6 407.9
Provisions for 10an 10SSeS, NEt .........cccoiiiiiiiniiieeee e 373.9 517.7
WHEE-0FFS .o e e (308.8) (521.6)
Effect of difference in eXChange rate ............co.cveveeeeeeseeseeseeeeeeeeeeeeeeeen. (48.4) 124.6
Balance at end of year (foreign) .........cccooeevrievieeiiiseie s 545.3 528.6
Balance at end of year total(1) ............cco..erveervrerrorrreneeenseeseseiesreonn, 2,143.8 2,134.6

(1) Includes allowance balance for accrued interest receivable.

Recoveries of charged-off loans are recorded on the statement of income of our subsidiaries under “recovery of

charged-off assets” and are not included in provisions for loan losses.

The following table presents the allocation of our allowance for loan losses by category of loan and financial

lease losses.

At June 30, 2016

At December 31, 2015

(in Ps hillions)

Domestic without Corficolombiana

COMMEICIAL ...ttt ebe e e ebee et 989.7 989.9
(000] 01510 ] 1111 S U SRRSO PRSPPI 534.6 515.6
Y[ Tod (0T ox ¢=To 11 SRS P RS RO PR PP 53.3 47.2
IMIOTEAGES. .....veeevereceie ettt ettt st n s 20.9 15.0
Total domestic without Corficolombiana ..........cocooveeveeeeeeeeeeeeeeeeen, 1,598.4 1,567.7
Corficolombiana
COMMEICIAL ...ttt ebe e e ebee et — 38.3
(600] 01510 1111 S U SRRSO PRSPPI — 0.0
Y [ Tod 0T ox =10 11 SR PSR PSRURRO PP — —
IMIOTEAGES. .....veeeverecveie ettt ettt sttt n s — 0.0
Total CorfiCOIOMDIANG .. ...oveeveeeeee ettt e et eeeeee — 38.3




At June 30, 2016

At December 31, 2015

(in Ps billions)

Foreign
(@00 1 11T (o1 - | OSSPSR 100.8 119.8
(004 10 0 T S PO PP OPRTOPPPPRTOVROTN 419.3 385.4
T ToT 0 o3 £=Yo | S SPRRS — 0.0
IVIOTEAGES. .....e.vvevvterereeeee e ee sttt et s s e s s s ss st et e st tesese s sn s esssssssasenens 25.2 23.4
B I =L (0] =T [0 1R 545.3 528.6
Total loan impairment allOWANCE ............ccovuvveevreeeeereereieeseeenieni, 2,143.8 2,134.6

The following table presents the allocation of our allowance for loan losses by type of loan.

At June 30, 2016

At December 31, 2015

Ps. % Ps. %
(in Ps billions, except percentages)
Domestic without Corficolombiana
Commercial
General PUrPOSE 10ANS ......c..cvierieeienee e 709.5 33.1 684.0 32.0
Loans funded by development banks .............cccooevvvvnnnnnn. 34.8 1.6 44.0 2.1
Working capital 10ans .........c.ccocveveiiiiiicii e 142.4 6.6 164.3 7.7
Credit Cards .....ccveiiieccie e 31.1 1.5 31.9 15
OVEIAraftS.......eciieiiie e 11.0 0.5 11.5 0.5
LLBASES ... .ttt ettt ettt ettt 60.8 2.8 54.3 25
Total commercial .........cocoovvveiiiiiie e 989.7 46.2 989.9 46.4
Consumer
Credit Cards .....ccveiiieccie e 188.1 8.8 182.7 8.6
Personal 10ans ..........ccoeeivviiiiie i 317.1 14.8 304.9 14.3
Automobile and vehicle 10ans ..........cccceveeeiciecciccee e, 23.9 1.1 21.9 1.0
(O3 = (o[ 1 1 T 3.7 0.2 46 0.2
Loans funded by development banks ..........cccooeevienennnnnn. — — — —
General PUrPOSE 10ANS ......c.vcvieriiiieree e — — — —
Working capital [0aNns ..........cccoovviiiiinineeeee e — — — —
LLBASES ...ttt ee et ettt ettt ettt 1.8 0.1 15 0.1
TOtal CONSUMET ...t 534.6 24.9 515.6 24.2
Y10 (oo =10 1 A 53.3 2.5 47.2 2.2
IMIOTEGAGES ......eececevvreeee ettt es e en ettt s s sese e st s s e 20.9 1.0 15.0 0.7
Total domestic without Corficolombiana ...............cceene.ee. 1,598.4 74.6 1,567.7 73.4
Corficolombiana
Commercial
General purpose 10aNS..........cccveveiveeiiie i — — 16.3 0.8
Loans funded by development banks.............ccccoevvieennnnn. — — — —
Working capital 10ans ..o — — — —
Credit Cards .....coveiiieccee e — — — —
(@Y= (o[ 1 1 T — — — —
LBASES vttt ettt et et et ettt ettt ee et ettt ettt ettt enaen — — 22.0 1.0
Total COMMEICIAL ........cveeeeeeee e — — 38.3 1.8
Consumer
(O T [ o= o [ — — — —
PErsonal 10aNnS ..........ocevivviiiiiece e — — 0.0 0.0
Automobile and vehicle [0ans...........cccoccv e — —
(@Y= (o[ 1 1 T — — — —
Loans funded by development banks ..........cccccoeieniiennnnnne — — — —
General purpose 10aNS .........ccoviiiieieneneeee e — — — —



At June 30, 2016

At December 31, 2015

Ps. % Ps. %
(in Ps billions, except percentages)

Working capital 10ans ...........ccoevviiriiiiniee — — — —
LLBASES «..vvveeveeeretete ettt te sttt ettt ettt ettt ne — — 0.0 0.0
TOLAI CONSUIMET <.ttt et er et erae e e eennans — — 0.0 0.0
MICIOCTEAIL .....ocveiiece e e — — — —
IMOTEGAGES . ..vvvvcevvvteeee ettt r bbbttt 0.0 0.0 0.0 0.0
Total Corficolombiana ..........cccccoveveveiieiiceceece e 0.0 0.0 38.3 18
Foreign
Commercial

General PUrPOSE 10ANS ......c..cviveieireree e 71.8 3.3 86.0 4.0

Loans funded by development banks ..........c.ccoceevenerinenen. — — 0.0 —

Working capital [0aNns ..........cccoovriiiiiineeee e 22.7 1.1 25.9 1.2

Credit Cards .....ocveeiecc et — — 0.0 —

OVEIAraftS.....ecviciiccce e 2.6 0.1 4.0 0.2

LBASES . ..viveeveveee ettt te sttt sttt ettt sttt ettt ettt ne 3.7 0.2 3.8 0.2
Total COMMEICIAL ........cevieviviieicieccee e 100.8 4.7 119.8 5.6
Consumer

Credit Cards ......occveeiecic et 288.3 135 262.5 12.3

Personal 10ans ..........cccoveiieiiicieccce e 118.7 55 110.8 5.2

Automobile and vehicle 10ans............ccocovveierere i, 8.2 0.4 7.5 0.4

OVEIAraftS. .. ..ot 3.6 0.2 4.1 0.2

Loans funded by development banks .............cccooevvvvnnnnnn. — — 0.0 —

General purpose 10aNnS.........ccccveveeieiiie i — — 0.0 —

Working capital 10ans .........ccccocevvviiiiiiicniecee e — — 0.0 —

LBASES ......vuvecvereiect ettt ettt ettt 0.4 0.0 05 0.0
Total CONSUMET ...t 4193 19.6 385.4 181
MICTOCTEAIT ... — — 0.0 —
IMOFLJAGES ..ot 25.2 12 23.4 11
Total FOr igN.....cvvcveeeeeeeececcceee e 545.3 25.4 528.6 24.8
Total loan impairment allowance................ccc.cocoeeveeverennen. 2,143.8 100.0 2,134.6 100.0

Write-offs

The following table presents the allocation of our write-offs by type of loan for the periods indicated.

Domestic without Corficolombiana
Commercial and consumer:

General PUrPOSE T0ANS .......eiuiiiiiieie e
Loans funded by development banks ...........ccccovviieininiineneincieeiens
Working capital [0aNS .........ccoeiiiiiiiiiiee e
(@8 =T L 07T o [ RSSSRR
Personal 10ANS .........coviviieieiee et
Automobile and vehicle 10ans ...
L@ T o[\ 1 TSRS

Total commercial and CONSUMET ........c..cooviiiieeiie et
Y1 To] (0T ox ¢=To 11 AP R RSP PRRRTRR
Mortgages and Other ...........cooi i

Total domestic without Corficolombiana............cccccoevveiieiiiiennenne,

At June 30, 2016

At December 31, 2015

(in Ps billions)

218.5 298.0
18.2 7.6
21.7 3.3
97.3 170.3

169.8 —

6.8 10.4
5.8 5.6
2.3 21

546.4 497.3
16.8 31.9

563.2 529.2



At June 30, 2016 At December 31, 2015

(in Ps billions)

Corficolombiana
Commercial and consumer:
General PUrPOSE 10ANS .......ccvieircieice e — 35
Loans funded by development banks .............cccovviveveieieninnie s — —
Working capital 10aNnS .........cccccoviiiiiiieie s — —
(O (T L] o= (o 3 PRSP — —
PErsonal I0ANS ......c.cooiviiiirii ettt — —
Automobile and VENICIE 108NS ..........ccoeeiiviiiiiiiiecec e — —
(0= (o[ 21 1 T PSP — —
LBASES ... vt eete et sttt ettt e st e et et e st et e b et et e b et et et et et et et et e et et er e et et resreeans — 2.7
Total commercial aNd CONSUMET ......c.oovieeeeeeeeeeeeeeeee e et s aeeees — 6.2
Y1 Tod (oo ¢=To 11 AU — —
Mortgages and OtNEN .........c.ocviiieiiee e —
Total COrficolOMBIANG .........oveeveeeeeeeeeeeeeeeeeee et ees e — 6.2
Foreign
Commercial and consumer:
General PUrPOSE 108NS ........ecieiiieiie e 10.9 32.7
Loans funded by development banks .............cccooeiiiiiiecii e, — —
Working capital [0aNS ..........cooviiiiiiiiiie e 5.3 16.2
(O (T L] o= (o 3SR 186.1 366.4
PErsonal I0ANS .........cooiiiiiiiiic et 88.5 68.3
Automobile and VEhICIe 10aNS ...........cceeeiiiiiece e 4.7 7.4
(@Y= (o[ 1 1 TSRO 10.3 15.7
LLBASES ...ttt et e et et ettt et e et e et e e ettt n et et e et et aree s 0.4 1.2
Total commercial and CONSUMET .............o..rveerveerrernereseeesseessesnesens 306.1 507.9
V1 Tod CoTox =10 1 A — —
MOItGages and OtNET .........ceviveveiiiieie ettt 2.7 13.7
O] 2 IR (o) =1 o [ [T 308.8 521.6
TOUAL WITEE-0FFS ..ot e et en e eeeeeee 872.0 1,057.0

The ratio of write-offs to average outstanding loans for the periods indicated was as follows.

For the six-month period ended June 30,

2016 2015

(in percentages)

Ratio of write-offs to average outstanding [0ans .............cccoocevveveeveeie e, 1.9% 1.3%

Loans are subject to charge-offs when all possible collection mechanisms have been exhausted and when they
are one hundred percent (100%) provisioned.

Write-offs do not, however, eliminate the obligation of our subsidiaries to continue to engage in collection
efforts to accomplish recovery. Our board of directors is the only administrative body with legal authority to
approve write-offs of transactions deemed uncollectible. The recovery of charged-off loans is accounted for as
income in our consolidated statement of income.

Potential problem loans

In order to carefully monitor the credit risk associated with clients, we have established a committee that meets
monthly to identify potential problem loans, which are then included on a watch list. In general, these are loans due
by clients that could face difficulties complying with their repayment obligations, but who otherwise have had a
good payment history. These potential difficulties could be related to factors such as a decline in economic activity,
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financial weakness or any other event that could affect the client’s business. We also monitor the credit risk
associated with these clients.

Potential problem loans are primarily those classified as “B” under the Superintendency of Finance’s credit
classification and provisioning guidelines. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Risk management—Credit classification and provisioning” in the Initial Notes Offering
Memorandum. At June 30, 2016, Ps 2,663.0 billion, or 2.8%, of our gross loan portfolio was classified as potential
problem loans under these guidelines, and at December 31, 2015, Ps 1,888.8 billion (Ps 1,853.5 billion excluding
Corficolombiana), or 2.0% (2.0% excluding Corficolombiana), of our gross loan portfolio was classified as potential
problem loans under these guidelines.

Separately, Grupo Aval monitors loans granted by us and other Grupo Aval banks to a single borrower. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Risk management—
Credit risk” in the Initial Notes Offering Memorandum.

Deposits

The principal components of our deposits are customer demand (checking and saving accounts) and time
deposits. Our retail customers are the principal source of our demand and time deposits. The following table presents
the composition of our deposits at June 30,2016 and December 31, 2015.

At June 30, At December 31,
2016 2015

(in Ps billions)

Domestic without Corficolombiana
Interest-bearing deposits:

Checking aCCOUNLS ......ccevviiiieiicieee e 3,233.6 2,794.2
TIME AEPOSIES ..oviveeieiieeee ettt e ane s 20,396.0 19,181.6
SAVINGS AEPOSIES ....vuvvvverereieieiriiii ettt 21,394.8 19,765.5
Total interest-bearing deposSitS........ccocvviviiirieiiieienenie e 45,024.4 41,741.2
Non-interest-bearing deposits:
Checking aCCOUNLS .......coviiiiiiiee e 5,785.9 7,161.9
Other dEPOSItS(1) ......cvvriveiirereiireies ittt 97.6 30.9
Total non-interest-bearing deposits.........c.cccccovrrereeeesviienen, 5,883.5 7,192.8
Total deposits without Corficolombiana.............ccccevveveevrernnnnne, 50,907.8 48,934.1
Corficolombiana

Interest-bearing deposits:
CheckKing 8CCOUNTS ......ceiviiiiiierieiesie et — —

TIME AEPOSIES ..vrveeeeeeieieie e ane s — 3,270.6
SAVINGS AEPOSIES ...v.veveerrrererereeresisie et rerenenenas — 786.7
Total interest-bearing deposits...........ccoevvirerinenvnencens — 4,057.3

Non-interest-bearing deposits:
CheckKing 8CCOUNTS ......coiviiiiiirieiesie e — —

Other dePOSIES(L) .. .voveveerrrrrrerererereririeeeeseseseereere e sesesesesreresesenes — 28.0

Total non-interest-bearing deposits..........ccccovevrrrerereririrsseinnnns — 28.0
Total Corficolombiana deposits.............ccevevrveerecrererecererenenen. — 4,085.3
Foreign

Interest-bearing deposits:

Checking aCCOUNLS ......cceiiiiieiieeec e 10,699.7 12,002.2

TIME AEPOSIES ..vvveeieeeieiee et sre e aneas 15,542.6 16,287.1

SAVINGS AEPOSIES ......vvvvivcvcieieiiieiesete et 7,356.5 7,613.2

Total interest-bearing deposits...........cccccoeevrecvereeeiereceeeeeenas 33,598.7 35,902.5

Non-interest-bearing deposits:

Checking aCCOUNLS ......cceiveiiieiceie e 2,718.4 2,919.7

Other dEPOSIES(L1) ....cuvvecvereecrereeeies ettt 182.5 202.6




At June 30, At December 31,

2016 2015
(in Ps billions)
Total non-interest-bearing deposits.........c.cccvevveeeeeeessiseienns 2,900.9 3,122.3
Total FOreign deposits.........cocveveveviveiereeeee e eeesenns 36,499.6 39,024.7
TOtal EPOSIES ......voveoveeeeeveeeeeeesee e 87,407.5 92,044.2

(1) Consists of deposits from correspondent banks, cashier checks and collection services.
The following table presents time deposits, by amount and maturity at June 30, 2016.

At June 30, 2016

Peso- Foreign currency-
denominated denominated Total

(in Ps billions)

Domestic
UP t0 3 MONtNS.....cviiiiiiiicicce s 3,679.2 4,791.0 8,470.2
From 310 6 MONthS .......voeiiiiiiiee e 1,885.5 1,259.7 3,145.3
From 610 12 MONthS ........coccvviiiiiiieicciee e 4,253.5 599.0 4,852.5
More than 12 MONthS ..o 1,807.2 119.1 1,926.3
Time deposits less than U.S.$100,000 (1).......cccceevrrennes 1,911.6 90.0 2,001.7

TOLAl OMESTIC ...eveveeeeeeeeeeeeee ettt ee e 13,537.1 6,858.9 20,396.0

FOrEIGN (2) ovcveveviiieieeeee ettt — 15,542.6 15,542.6
TOLAD e 13,537.1 22,401.5 35,938.6

(1) U.S.$100,000 is the equivalent of Ps 291,901,000 (translated at the representative market rate of Ps 2,919.01 to
U.S.$1.00 at June 30, 2016).

(2) Represents operations outside of Colombia.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in conjunction with
our audited interim consolidated financial statements at June 30, 2016 and for the six month periods ended June 30,
2016 and 2015, and the related notes thereto, included in this offering memorandum, and with the other financial
information included in this offering memorandum as well as the information under “Presentation of Financial and
Other Information” and “Selected Financial and Operating Data” and our audited consolidated financial
statements at December 31, 2015 and 2014 and January 1, 2014, and for the years ended December 31, 2015 and
2014 and the related notes thereto included in the Initial Notes Offering Memorandum. The preparation of the
financial statements required the use of assumptions and estimates that affect the amounts recorded as assets,
liabilities, revenue and expenses in the years and periods addressed and are subject to certain risks and
uncertainties. Our future results may vary substantially from those indicated because of various factors that affect
our business, including, among others, those identified under “Forward-Looking Statements” and “Risk Factors”
and other factors discussed in this offering memorandum. Our audited interim consolidated financial statements at
June 30, 2016 and for the six-month periods ended June 30, 2016 and 2015, and the related notes thereto, and our
audited consolidated financial statements at December 31, 2015, 2014 and January 1,2014 and for the years ended
December 31, 2015 and 2014 and the related notes thereto, have been prepared in accordance with IFRS.

Overview

Banco de Bogota is Colombia’s oldest financial institution, with more than 140 years of operating experience.
As of December 31, 2015 and June 30, 2016, Banco de Bogota was the most efficient bank in the Colombian
banking system on an unconsolidated basis under Colombian IFRS, with an efficiency ratio of 37.2% and 34.5%,
respectively. As of June 30, 2016, we were the second largest bank in Colombia with a market share of 14.7% in
terms of deposits and 13.6% in terms of loans. Our pension and severance fund administrator, Porvenir, was the
leading pension fund administrator in Colombia in terms of funds under management and had, as of June 30, 2016,
the largest share of earnings in the pension and severance fund management market in Colombia. Through our BAC
Credomatic operations, we are the largest banking group in the Central American market based on aggregate assets
as of June 30, 2016. On June 21, 2016, we ceased to consolidate in our consolidated results of operations the results
of Corficolombiana, Grupo Aval's merchant bank, in which we own a 38.3% equity interest. See “Summary—
Recent Developments.”

On a consolidated basis, for the six-month period ended June 30, 2016 and for the year ended December 31,
2015, our ROAE was 43.2% (12% on an adjusted basis to exclude the gain resulting from the loss of control of
Corficolombiana) and 15.3%, respectively, and our ROAA was 5.0% (2.0% on an adjusted basis to exclude the gain
resulting from the loss of control of Corficolombiana) and 1.9%, respectively. We achieved a net interest margin of
5.6% (5.7% excluding the gain resulting from the loss of control of Corficolombiana) and 5.1% on a consolidated
basis in the first half of 2016 and in 2015, respectively.

Principal factors affecting our financial condition and results of operations
Colombian economic conditions

The Colombian economy has expanded in recent years, driven by strong growth in areas such as capital
investment, domestic consumption and exports. Colombian GDP grew at a CAGR of 4.6% in the five-year period
ended December 31, 2015. Our operations are primarily concentrated in Colombia, such that our results are linked to
the country’s economic performance. Following the global financial crisis, GDP growth reached a peak of 6.6% in
2011, but business and consumer confidence deteriorated moderately due to global concerns related to the European
debt crisis and GDP growth slowed down to 4.0% in 2012.

For 2013, the Colombian Central Bank’s GDP growth forecast was initially in a range of 2.5% to 4.5%, with
4.0% growth as the most likely scenario. With the annual inflation rate dropping to 1.83% by February 2013, below
the target range of 2.0% to 4.0% and the lowest since 1955, the Central Bank cut its policy rate by 50 basis points to
3.25% in March 2013, completing 100 basis points since December 2012 when the policy rate was 4.25%. In April
2013, the Central Bank revised its 2013 GDP growth forecast upwards to a range of 3.0% to 5.0% with 4.3% growth
as the most likely scenario, while inflation began to pick up gradually. However, during the summer of 2013, the
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U.S. Federal Reserve signaled its intention to gradually scale back its asset purchases (quantitative easing) by the
end of the year, which resulted in a significant tightening of global financial conditions; this situation weakened the
short-term economic outlook, especially for developing economies. At the same time, the Colombian economy was
affected by a major nationwide strike, led by farmers, truckers and miners, which lasted one month. In July 2013,
the Central Bank again revised its 2013 GDP growth forecast downwards to a range of 3.0% to 4.5%, with 4.0%
growth as the most likely scenario. Nonetheless, the recovery of the local economy was already well underway, led
by consumer spending and construction. The economy expanded 4.9% in 2013, exceeding the Central Bank’s
central forecast.

The economy continued strengthening throughout the first half of 2014, with annual growth accelerating to
5.5% compared to the first half of 2013. As a result, the Central Bank’s GDP growth forecast for that year was
revised upwards from a range of 3.3% to 5.3%, with 4.3% growth as the most likely scenario, to a range of 4.2% to
5.8%, with 5.0% growth as the most likely scenario. However, growth expectations for 2015 deteriorated due to the
sharp decline in oil prices since August 2014. Oil accounted for more than half of Colombian exports, therefore the
economy began to experience a large negative terms-of-trade shock in the following quarters. Consequently, the
Central Bank decided to revise its 2014 GDP growth forecast downwards in January 2015 to a range of 4.5% to 5%,
with 4.8% growth as the most likely scenario, which ended up being slightly higher than the official final growth
figure of 4.6%, and for 2015 it was expecting the economy to expand between 2% and 4%, with 3.6% growth as the
most likely scenario.

Nonetheless, oil prices continued to drop further throughout 2015, reaching levels not seen since 2004 by the
end of the year and constituting a decline of more than 70% since the beginning of the sell-off in the third quarter of
2014. Simultaneously, global financial conditions tightened considerably throughout the year, mainly due to
anticipation of the first interest rate hike by the U.S. Federal Reserve in more than 9 years, which took place in
December 2015, and due to increased concerns about a sharper slowdown of the Chinese economy. As a result of
these large external shocks, the growth outlook for the Colombian economy deteriorated further and the Central
Bank cut its 2015 GDP growth forecast in July 2015 to a range of 1.8% to 3.4%, with 2.8% growth as the most
likely scenario. Actual GDP growth for 2015 and for the first half of 2016 was 3.1% and 2.3% (annualized),
respectively. We expect that weak GDP growth will slow growth of lending in our Colombian operations in 2016,
which will in turn limit increases in net interest income.

Our clients include companies in the oil sector such as producers, pipeline operators and suppliers. Even though
oil sector companies currently represent approximately 3.0% of our overall loan portfolio, we expect the current
decline in international oil prices and the slowdown in the economy described above to cause a deterioration in the
credit profiles of certain of our borrowers in 2016, including those in the oil and affiliated sectors, which would
result in an increase in non-performing loans, a deterioration in our delinquency ratios, and increased loan loss
provisions.

The Colombian government publicly announced that a new tax reform will be presented in the second half of
2016, in order to obtain additional funds and close potential deficits, especially considering the more challenging
medium-term outlook for the oil sector. This potential new tax reform may result in higher levels of taxation that can
significantly affect our results of operations or financial condition.

The Colombian peso depreciated 31.6% against the U.S. dollar in 2015 and depreciated 12.3% as of June 30,
2016 as compared with June 30, 2015. However, the Colombian peso appreciated 7.3% as of June 30, 2016 as
compared to the rate of exchange on December 31, 2015. We are subject to impacts on our statement of income
and/or statement of financial position derived from fluctuations in the rate of exchange of the Colombian peso, in
particular, against the U.S. dollar, the currency in which most of our foreign long-term debt is denominated, and
between the U.S. dollar and each of the currencies in our Central American operations. On a consolidated basis, we
have U.S.$2,097.0 million (Ps 6.1 trillion) of long-term debt denominated in U.S. dollars as of June 30, 2016. On
June 28, 2016 Moody’s concluded its ratings review and confirmed our “Bal” standalone baseline credit assessment
(BCA), and the Ba2 subordinated debt ratings. Our Baa2 deposit and senior unsecured debt ratings were also
confirmed with a negative outlook. On August 17, 2016, Fitch Ratings downgraded our Viability Rating (VR) and
Issuer Default Ratings (IDRs) to ‘bbb’ and 'BBB", respectively, concluding its review of our financial profile that
had been placed on Rating Watch negative on April 27, 2016.
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Labor markets

During the twelve months ended December 31, 2015, the Colombian unemployment rate decreased to an annual
average of 8.9% from 9.1% at December 31, 2014, according to DANE. This was the lowest rate recorded for a
calendar year since the publication of employment statistics in 2001. The participation rate (i.e., economically active
population divided by working age population), a measure of labor supply, increased to an annual average of 64.7%
at December 31, 2015, compared to 64.2% at December 31, 2014; while the employment rate (i.e., employed
population divided by working age population), a measure of labor demand, rose to historic highs, increasing to an
annual average of 59% at December 31, 2015 from 58.4% at December 31, 2014. The high and stable employment
rate is derived primarily from increased employment in the trade, construction, services and manufacturing sectors,
while formal employment has recently increased substantially due to the reduction of labor costs enacted in the 2012
tax reform.

During the six-month period ended June 30, 2016, the Colombian unemployment rate increased to 8.9%, when
compared to the same period in the prior year, according to DANE. The participation rate increased to an annual
average of 64.7%% at June 30, 2016, compared to 64.6% at June 30, 2015, while the employment rate held steady at
58.8% in the comparable period. During the eight-month period ended August 31, 2016, the Colombian
unemployment rate increased to 9.7%, and increase of 0.4% compared to the comparable period in the prior year,
according to DANE. The participation rate decreased to an annual average of 64.2% at August 31, 2016, from
64.3% at August 31, 2015, while the employment rate decreased to an annual average of 58.4% from 57.9% in the
same period.

Interest rates

Since the implementation of an inflation-targeting regime in 1999, the Colombian Central Bank has reduced its
overnight lending rate from 26.0% in 1999 to 6.0% at the end of 2005, and to 3.0% at the end of 2010. It increased
moderately to 4.75% at December 31, 2011 and to 5.25% at June 30, 2012, and decreased again to 4.25% at
December 31, 2012 and 3.25% at December 31, 2013. Most recently, the Central Bank increased it to 4.5% from
April 2014 to August 2014, kept it unchanged for the next 12 months, and increased it again to 5.75% from
September 2015 to December 2015. During 2016 the Central Bank has increased its interest rate to 7.75%.

A significant portion of our assets are linked to the DTF rate; accordingly, changes in the DTF rate affect our
financial subsidiaries’ net interest income. As the economy recovered and the output gap began to close, the
Colombian Central Bank increased its interest rate throughout 2011, starting in February of that year, and through to
the first quarter of 2012. As the economy began to slow down more than expected, due to the intensification of the
economic crisis in Europe during 2012, the Colombian Central Bank decreased the interest rate by 100 basis points
during the second half of that year, lowering it to 4.25% at December 31, 2012. Additional cuts of 100 basis points
took place during 2013, bringing the policy rate to 3.25% at December 31, 2013. The policy rate has increased by
125 basis points since then, to 4.50% at August 29, 2014, as the rate of inflation increased during the first half of
2014 towards the Central Bank’s 3% target, and as the recovery of economic activity consolidated. It remained
unchanged at 4.50% during the next 12 months, as inflation continued to accelerate while the economic outlook for
2015 deteriorated due to the collapse in oil prices. However, inflation began to rise more rapidly in the second half
of 2015, mainly driven by the impact of the EI Nifio weather phenomenon on food and energy prices and by higher
prices of imported goods due to the sharp depreciation of the exchange rate. As a result, the Central Bank began to
tighten monetary policy in September 2015, hiking its policy rate by 125 basis points to 5.75% at December 2015
and 200 additional basis point during 2016 to 7.75%. The average DTF rate was 4.21% during 2011, 5.35% during
2012, 4.24% during 2013, 4.07% during 2014, 4.58% during 2015 and 6.33% during the first half of 2016. The
average DTF rate as of September 30, 2016 was 6.64% and is expected to hold steady in the short-term as the
Central Bank has already ended its cycle of rate hikes. A cycle of monetary easing is expected to commence at the
beginning of 2017 as inflation eases and the economy continues to slow down.

Inflation

Lower interest rates and stable inflation generally lead to increased consumer confidence and increased
consumer demand for credit. Colombian Central Bank independence, and the adoption of an inflation-targeting
regime and a free-floating exchange rate since 1999, have contributed to declining inflation rates and increased price
stability in Colombia. The inflation rate increased to 3.2% in 2010 and to 3.7% in 2011, both within the Colombian
Central Bank’s target band of 2.0% to 4.0%, before falling to 2.4% for 2012 and to 1.9% for 2013, the lowest annual
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rate since 1954, mainly due to the effects of a series of regulatory and supply shocks during the preceding 12
months. Inflation accelerated to 3.7% at December 31, 2014 as the effects of these shocks waned, coupled with
stronger domestic demand throughout the first three quarters of 2014, and as the peso depreciated substantially
against the U.S. dollar in the fourth quarter due to the large decline in oil prices. Inflation continued to accelerate to
6.8% at December 31, 2015, mainly driven by the impact of the El Nifio weather phenomenon on food and energy
prices and by the pass-through effects of a sharper depreciation of the peso as a result of continued weakness in oil
prices and increased turmoil in global financial markets. Although the Colombian Central Bank estimates that
inflation may stay above its target range during all of 2016 (the inflation rate increased to 9.0% in July 2016), it has
stated that the effects of currency depreciation and El Nifio are expected to be temporary and should start to dissipate
in the second half of the year, while the slowdown of economic activity should help reduce inflation to between 4%
and 5% by the end of the year and within its target range in 2017. Inflation has decreased sharply since reaching a
peak of 9.0% in July 2016 on an annualized basis. In August 2016, the annualized rate of inflation was 8.1% and in
September 2016 it decreased to 7.3%. This downward trend is expected to continue as the effects of EI Nifio on food
prices diminish and the exchange rate stabilizes, decreasing the impact on imported prices. By the end of 2016,
inflation is expected to decrease to 6.0% and to 4.0% in 2017.

Credit volumes

Credit volumes in Colombia have grown since 2005, mainly driven by the above-mentioned factors, including
lower inflation rates, decreasing interest rates and consistent economic growth. In 2010, the pace of bank credit
volume growth gradually increased, along with a moderate recovery of economic activity and fueled by historic low
interest rates. At December 31, 2011, year-over-year bank credit volume growth was 22.1% (including three
financing companies and one cooperative bank that converted to commercial banks during the previous 12 months,
as reported by the Superintendency of Finance) and 20.5% when adjusted to include securitized mortgage loan data,
as reported by Titularizadora Colombiana S.A. At December 31, 2012, bank credit volume growth was 15.6% and
14.9% when adjusted for securitized mortgage loan data. At December 31, 2013, bank credit volume growth was
13.8% and 12.8% when adjusted for securitized mortgage loan data. At December 31, 2014, bank credit volume
growth was 15.5% and 15.2% when adjusted for securitized mortgage loan data. At December 31, 2015, bank credit
volume growth was 15.3% and 15.1% when adjusted for securitized mortgage loan data, both as reported by the
Superintendency of Finance (note that as of 2015, this figure incorporates IFRS reporting). We believe that
Colombia offers significant opportunities to expand our business due to the country’s strong economic fundamentals
and low penetration rates of domestic credit to the private sector as a percentage of GDP for banking and other
financial services and products in 2014 of 52.7% as compared to 69.1% for Brazil and 109.4% for Chile and 31.1%
for Mexico, as reported in the World Bank Development Indicators (note that Peru has been excluded from this
comparison due to lack of availability in the World Bank Development Indicators’ database).

At December 31, 2012, Colombia’s bank loans-to-GDP ratio was 34.9%, at December 31, 2013, it was 37.1%
and at December 31, 2014 it was 37.9%. At December 31, 2015 and June 30, 2016, this ratio was 43.9% and 44.2%,
respectively (note that as of 2015, these figures use Colombian IFRS reporting).

Reserve requirements

The Colombian Central Bank’s reserve requirements significantly affect our financial subsidiaries’ results of
operations. The raising or lowering of these requirements directly affects our financial subsidiaries’ results by
increasing or decreasing the funds available for lending.

Colombian banks are required to maintain a determined level of reserves depending on the volume and mix of
their deposits. These are reflected in the line item “cash and cash equivalents” on our consolidated balance sheet.
During 2008, this level of cash reserves, referred to as the general minimum deposit requirement, was first increased
by the Colombian Central Bank from 8.3% to 11.5% for checking accounts and savings deposits and from 2.5% to
6.0% for time deposits. On October 24, 2008, it was decreased to 11.0% for checking accounts and savings deposits
and 4.5% for time deposits. The reserve requirements have not changed since October 2008.

Tax policies

Changes in Colombian tax policies can significantly affect our results of operations. For 2015, the Colombian
government estimated a consolidated public sector deficit of 2.8% of GDP and a government deficit of 3.0% of
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GDP, while for 2016 the government deficit is expected to widen to 3.6% of GDP due to the ongoing decline in oil-
related revenues and a further slowdown in economic activity.

In order to address weaknesses in fiscal accounts, the Colombian government enacted several laws to strengthen
the fiscal regulatory regime, along with reforms on taxes and oil and mining royalties. The improvement in the fiscal
regulatory regime requires expenses to grow in line with revenues and savings from excess oil revenues, with the
goal of reducing Colombian government public debt to below 30% of GDP by 2026. There can be no assurance that
this goal will be achieved.

On December 23, 2014, the Congress of Colombia enacted Law 1739, which added a new net worth tax on the
wealth of corporate entities, or the “Wealth Tax”, and the extra charge on the income tax for equality, or “CREE.”
Law 1739 of 2014 introduced modifications to various aspects of tax regulation in Colombia and introduced, among
other things, a Wealth Tax (Impuesto a la Riqueza) calculated over the net assets under accounting fiscal basis.
During 2015, 2016 and 2017 in the case of companies and 2015, 2016, 2017 and 2018 in the case of individuals, this
Impuesto a la Riqueza, or Wealth Tax, will be calculated over net equity as determined on January 1 of each of the
respective years (subject to certain exclusions such as equity investments) according to tax accounting bases at rates
between 0.4% to 1.5%, adjusted yearly.

Under Colombian IFRS, this new tax obligation can be recorded against retained earnings instead of net income
for the respective year. Under IFRS, this tax obligation impacts net income.

The Government has publicly announced that it will present to Congress a proposal for a new tax reform in the
second half of 2016, which should become effective at the start of 2017. If adopted, this new tax reform may result
in higher levels of taxation that can significantly affect our results of operations or financial condition.

Central American economic conditions

According to the IMF, for the year ended December 31, 2015, Central America was expected to post a
combined GDP of U.S.$220.2 billion, ranking as the sixth largest economy in Latin America after Brazil (nominal
GDP of U.S.$1,799.6 billion), Mexico (nominal GDP of U.S.$1,161.5 billion), Argentina (nominal GDP of
U.S.$578.7 billion), Colombia (nominal GDP of U.S.$274.2 billion), and Chile (nominal GDP of U.S.$240 billion).

Because BAC’s and our other Central American businesses’ operations are concentrated in Central America,
their results are linked to the region’s economic performance. According to the IMF, Central America’s GDP was
estimated to have expanded at a rate of 3.9% in 2015, above the expected real growth rate for Colombia of 2.5%,
and is expected to grow at an annual average real growth rate of 4.4% between 2016 and 2018, compared to
Colombia’s expected average real growth rate of 3.2% during the same period. The recent stronger growth rates in
Central America versus Colombia result from those countries being net importers of oil and having economies
closely linked to the US economy, via remittances. Similar to the discussion above for Colombian economic
conditions, any slowdown in the Central American economy will result in a slowdown in our growth rates and could
increase our delinquency ratios and provisions. We expect that weak GDP growth will slow growth of lending in our
Central operations in 2016, which will in turn limit increases in net interest income. In addition, the current decline
in international oil prices and any slowdown in the Central American economy may cause a deterioration in the
credit profiles of certain of our borrowers in 2016, including those in the oil and affiliated sectors, which would
result in an increase in non-performing loans, a deterioration in our delinquency ratios, and increased loan loss
provisions.

During the last several years, countries in Central America have increased their efforts to promote fiscal
prudence and foreign investment. Countries such as Costa Rica, El Salvador, Guatemala and Nicaragua have signed
agreements with the IMF under which their respective governments receive credit, subject to adopting fiscal
discipline in their economic policies.

We believe that Central America offers a stable market that is expected to further converge toward an integrated
economy as a result of the ongoing implementation of free trade agreements. The United States-Dominican
Republic-Central America Free Trade Agreement, or “DR-CAFTA,” gradually eliminates barriers to trade and
investment among Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua and the
United States. The agreement allows Central American countries access to markets in the United States and
establishes common regulatory standards among these countries. DR-CAFTA covers most types of trade and
commercial exchange between these countries and the United States.
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Critical Accounting Policies

Our audited interim consolidated financial statements, prepared in accordance with IFRS, are dependent upon
and sensitive to accounting methods, assumptions and estimates that we use as a basis for its preparation. We have
identified critical accounting estimates and related assumptions and uncertainties inherent in our accounting policies
(that are fully described in the notes of our audited interim consolidated financial statements included in this
Offering Memorandum), which we believe are essential to an understanding of the underlying financial reporting
risks. Additionally we have identified the effect that these accounting estimates, assumptions and uncertainties have
on our audited interim consolidated financial statements.

To determine the accounting policy applicable to our loss of control of Corficolombiana, we took into account
that IFRS 10 establishes specific accounting treatment, without excluding transactions between entities under
common control. The accounting policy we used to present the financial information required by IFRS 10 is in
accordance with the requirements stipulated in IAS 8.

Recent IFRS pronouncements

During the first half of 2016, there were no new IFRS pronouncements except for the announcement regarding
IFRS 16, which relates to Leases. IFRS 16 Leases (“IFRS 16”) was issued in January 2016 and replaced IAS 17
Leases. IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases. The
principal change introduced by IFRS 16 is that leases will be included in companies’ statements of financial
position, increasing the visibility of their assets and liabilities. IFRS 16 removes the classification of leases as either
operating leases or finance leases for the lessee, treating all leases as finance leases. Short-term leases (less than 12
months) and leases of low-value assets are exempt from the requirements. Early application of IFRS 16 is permitted
as long as the IFRS 15 Revenue from Contracts with Customers is also applied. The Bank’s management is
currently evaluating the impact IFRS 16 will have on its consolidated financial statements and disclosures.

Results of operations

Results of operations for the six-month period ended June 30, 2016 compared to the six-month period ended
June 30, 2015

On June 21, 2016, Banco de Bogota, Banco de Occidente, Banco Popular and Grupo Aval executed the
Amended Corficolombiana Shareholders” Agreement to provide for Grupo Aval to directly control Corficolombiana.
Prior to June 21, 2016, Banco de Bogota, which held and continues to hold a 38.3% equity interest in
Corficolombiana, controlled Corficolombiana. As a result of the Amended Corficolombiana Shareholders’
Agreement and the loss of control of Corficolombiana, Corficolombiana’s results ceased to be consolidated into our
financial statements effective June 21, 2016. Corficolombiana’s results have been treated as a discontinued
operation in our income statement included herein for the six months ended June 30, 2016 and our investment in
Corficolombiana is accounted for as an investment in associates and joint ventures in our statement of financial
position at June 30, 2016. The primary rationale for this transaction was to permit our management team to focus on
our core financial services business. As a result, none of the income statement line items discussed below, other than
discontinued operations and net income, reflect the results of our interest in Corficolombiana and our results at and
for the six-months periods ended June 30, 2016 and 2015 are not directly comparable to results for prior periods.

Banco de Bogota
Overview

Banco de Bogota’s net income attributable to controlling interest for the period ended June 30, 2016 increased
by 275.8%, or Ps 2,300.3 billion, to Ps 3,134.5 billion compared to the period ended June 30, 2015. The increase is
mainly explained by the Ps 2,189.6 billion gain resulting from the loss of control of Corficolombiana, which is
recorded under other income.

Excluding the gains resulting from the loss of control of Corficolombiana, Banco de Bogota’s net income
attributable to controlling interest increased by 13.3%, or Ps 110.6 billion, to Ps 944.8 billion. The increase is
explained by a 22.4% or Ps 546.6 billion increase in net interest income, a 23.6% or Ps 339.0 billion increase in net
income from commissions and fees, and a 40.7% or Ps 141.5 billion increase in other income (expense). These
increases were partially offset by a 58.5% or Ps 343.5 billion increase in net impairment loss on financial assets, a
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22.2% or Ps 538.8 hillion increase in other expenses, and 22.6% or Ps 34.7 billion decrease in net trading income.

During the six-month periods ended June 30, 2016 and 2015, the wealth tax affected administrative and other

expenses by Ps 153.9 billion and Ps 173.8 billion, respectively. Excluding the impact of the wealth tax, net income
before tax expense at June 30, 2016 would have been Ps 3,501.8 billion (Ps 129.9 billion higher than that as of June
30, 2015), in each case excluding the gain resulting from the loss of control of Corficolombiana.

INEEIESE INCOME ...t
INEEreSt EXPENSE ...o.vivvirieieieiieiee e
Net iNterest INCOME ......cuvvveiiviie e

Impairment loss on loans and accounts receivable,

ML ettt

Impairment loss on other financial assets, net...........

Recovery of charged-off asset.........cccocevvvvvvnivinnnnns
Net impairment loss on financial assets ....................
Net income from commissions and fees..........cc.coeveeee
Net trading iNCOME ........cccovveiiieieeie e
Total other inCOMe (EXPENSE) ....cvvvevveereeeireiie e
Total Other eXPenSeS ...
Income before income tax exXpense.......ccccveeeevenneene
INCOME taX EXPENSE ...ocvviiririiiriee e
Net income from continuing operations....................
Net income from discontinued operations................
NEL INCOME ...t

Net income attributable to:

Controlling INtErest........cccvvvveiieiieci e
Non-controlling iNterest.........cccovevveveivievieceese e

Net income excluding the gain resulting from the

loss of control of Corficolombiana.............cccuee.....

Net income excluding the gain resulting from the
loss of control of Corficolombiana attributable
to:

Controlling INLErest .........coccvvireciieneeee e
Non-controlling iNterest...........ccovvvvviinenninenccnen

Net interest income

Banco de Bogota Consolidated

Six-Month Period Ended June 30,

Change June 30, 2016
vs June 30, 2015

2016 2015 Ps
(in Ps billions)

5,145.2 3,895.3 1,249.9 32.1
(2,163.1) (1,459.8) (703.3) 48.2
2,982.0 2,435.4 546.6 22.4
(969.1) (619.5) (349.6) 56.4
(6.1) (13.8) 7.7 (55.9)
44.6 46.2 (1.6) (3.5)
(930.6) (587.1) (343.5) (58.5)
1,775.7 1,436.7 339.0 23.6
118.9 153.6 (34.7) (22.6)
2,679.1 347.9 2,331.1 670.0
(2,969.4) (2,430.6) (538.8) 22.2
3,655.7 1,356.0 2,299.7 169.6
(515.1) (514.4) 0.7) 0.1
3,140.7 841.7 2,299.0 273.1
418.0 382.1 35.9 9.4
3,558.7 1,223.8 2,334.9 190.8
3,134.5 834.2 2,300.3 275.8
424.3 389.6 34.6 8.9
1,369.1 1,223.8 145.3 11.9
944.8 834.2 110.6 13.3
424.3 389.6 34.6 8.9

Banco de Bogota’s net interest income increased by 22.4% or Ps 546.6 billion to Ps 2,982.0 billion in the six-
month period ended June 30, 2016 as compared to the six-month period ended June 30, 2015. The increase in net
interest income was mainly due to a 32.1% or Ps 1,249.9 billion increase in interest income, partially offset by a
48.2% or Ps 703.3 billion increase in interest expense. Of the Ps 546.6 billion increase in net interest income, Ps
101.0 billion is attributable to our Colombian operations and Ps 445.6 billion is attributable to our Central American

operations.
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Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)

Interest income:
Commercial loans and 1€aSes ...........ccccvviveververieriennens 2,292.2 1,666.6 625.7 375
Consumer [0ans and 1aSes..........ccccvevviiviveieeiierennens 2,141.8 1,637.1 504.6 30.8
Mortgage loans and 1eases...........ccoceveverienensenennn 410.9 299.1 111.9 37.4
Microcredit loans and 1€aSes .........c.ccccvvevveveiviciiennen, 56.7 49.5 7.2 14.5
Interbank and overnight funds...........c.ccccooeneininenn. 49.9 38.6 11.2 29.1
Interest on loans and 1€ases...........ccceeveeeececvecie e, 4,951.5 3,690.9 1,260.6 34.2
Interest on investment in debt securities....................... 193.6 204.4 (20.7) (5.2)
Total iNterest iNCOME .......ccvveevie e 5,145.2 3,895.3 1,249.9 32.1

Interest expense:
Checking aCCoUNTS ........ccvvveiiiriiisinieceeee s 128.7 81.9 46.8 57.1
TiME dEPOSILS ...vovveieeceireee e 917.4 681.0 236.4 34.7
SaVINGS dEPOSILS .......cecvevveveiireieicieiei e 525.7 294.3 231.4 78.6
Total interest expense on deposits..........c.ccoeeeee. 1,571.8 1,057.3 5145 48.7
Borrowings from banks and others ...........ccccecenenne 257.9 199.0 58.9 29.6
Interbank and overnight funds (expenses).................. 113.0 49.5 63.5 128.3
Long-term debt (bonds).......ccccccevvvivieiiciiceccceen, 157.7 118.0 39.7 33.6
Borrowings from development entities .................... 62.7 36.0 26.7 74.2
Total iNterest EXPENSE.......c.ovveveurieieiieieeereeieissenens 2,163.1 1,459.8 703.3 48.2
Net interest iNCOME ......cocviivieerei e 2,982.0 2,435.4 546.6 22.4

The 34.2% or Ps 1,249.3 billion increase in interest income from loans and leases (excluding interest from
interbank and overnight funds) for Banco de Bogota’s consolidated operations as of June 30, 2016 as compared to
June 30, 2015 was principally a result of a 19.6% or Ps 15,078.4 billion increase in the average balance of loans and
leases to Ps 91,947.3 billion driven by a combination of organic growth in Colombia and in Central America and the
impact of the depreciation of the Colombian peso against the U.S. dollar. Excluding the effect of depreciation, net
interest income would have increased by 9.3% or Ps 253.8 billion. The increase in the average loan balance resulted
in a Ps 803.8 billion increase in interest income and a 116 basis points increase in the average yield on loans and
leases (excluding interbank and overnight funds) from 9.5% as of June 30, 2015 to 10.7% as of June 30, 2016
generating an additional Ps 445.5 billion of interest income.

Banco de Bogota’s consolidated interest income from investments in debt securities (which includes available-
for-sale and held-to-maturity fixed income securities) decreased by 5.2% or Ps 10.7 billion and it was mainly a
result of a 3.4% or Ps 414.1 billion decrease in the average balance of investments that resulted in a Ps 6.8 billion
decrease in interest income. In addition, there was a six basis points decrease in the average yield of investment
securities from 3.4% as of June 30, 2015 to 3.3% as of June 30, 2016, which resulted in a Ps 3.9 billion decrease in
interest income from investment securities.

Total interest income for Banco de Bogota’s Colombian operations increased by 32.1% or Ps 1,249.9 billion to
Ps 5,145.2 billion as of June 30, 2016, driven by an increase of Ps 1,260.6 billion in interest income from loans and
leases and interbank and overnight funds, partially offset by a Ps 10.7 billion decrease in interest on investments in
debt securities.

Interest income from loans and leases (excluding interest from interbank and overnight funds) for Banco de
Bogota’s Colombian operations increased by 30.0% or Ps 613.8 billion. The increase reflects a 10.9% or Ps 5,018.4
billion increase in the average balance of loans and leases (excluding interbank and overnight funds), which resulted
in a Ps 261.0 billion increase in interest income. In addition, there was an increase of 153 basis points in the average
yield on loans and leases from 8.9% as of June 30, 2015 to 10.4% as of June 30, 2016, which resulted in a Ps 352.8
billion increase in interest income. The increase in Banco de Bogota’s average yield on loans and leases reflects an
increasing rate environment in Colombia. Interest income from loans and leases for Banco de Bogota’s Central
American operations increased by 39.6% or Ps 635.6 billion. For further analysis of the evolution of Central
American interest income from loans and leases excluding the impact of the depreciation of the Colombian peso
against the U.S. dollar, see “—Banco de Bogota subsidiary analysis—LB Panama—Net interest income.”
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The Ps 613.8 billion increase in interest income from loans and leases (excluding interest from interbank and
overnight funds) for Banco de Bogot4’s Colombian operations is mainly explained by a 36.8% or Ps 469.2 billion
increase in interest income from commercial loans and leases (excluding interest from interbank and overnight
funds). The increase was principally due to a 10.9% or Ps 5,018.4 billion increase in the average balance of loans
and leases, which resulted in a Ps 261.0 billion increase in interest income. In addition, there was a 132 basis points
increase in the average yield on loans and leases from 8.9% as of June 30, 2015 to 10.4% as of June 30, 2016, which
resulted in a Ps 352.8 billion increase in interest income. Interest income from interbank and overnight funds for
Banco de Bogota’s Colombian operations increased by 53.2% or Ps 7.9 billion to Ps 27.1 billion as of June 30,
2016.

Interest income on investments in debt securities for Banco de Bogota’s Colombian operations decreased by
7.3% or Ps 7.5 billion. The decrease is principally explained by a 23 basis points decrease in the average yield on
investments from 3.6% as of June 30, 2015 to 3.4% as of June 30, 2016, which resulted in a Ps 6.5 billion decrease
in interest income. In addition, there was a 1.0% or Ps 56.5 billion decrease in the average balance of investment
securities from Ps 5,719.7 billion as of June 30, 2015 to Ps 5,663.2 billion as of June 30, 2016, which resulted in a
Ps 1.0 billion decrease in interest income.

Interest income from loans and leases (excluding interest from interbank and overnight funds) for Banco de
Bogota’s Central American operations increased by 39.6% or Ps 635.6 billion. The increase was principally due to a
35.6% or Ps 10,573.5 billion increase in the average balance of loans and leases, which resulted in a Ps 588.3 billion
increase in interest income. In addition, there was a 32 basis points increase in the average yield on loans and leases
from 10.8% as of June 30, 2015 to 11.1% as of June 30, 2016, which resulted in a Ps 47.3 billion increase in interest
income. Excluding the effect of the depreciation of the Colombian peso against the U.S. dollar, net interest income
from loans and leases was Ps 152.8 billion. For further analysis of the evolution of the Central American average
yield on interest earning assets excluding the impact of the depreciation of the Colombian peso against the U.S.
dollar, see “—Banco de Bogota subsidiary analysis—LB Panama—Net interest income.”

Interest income from investments in debt securities for Banco de Bogota’s Central American operations
decreased by 3.2%, or Ps 3.2 billion, to Ps 98.2 billion as of June 30, 2016, as a result of a decrease in the average
yield, from 4.8% as of June 30, 2015 to 4.2% as of June 30, 2016, resulting in a Ps 11.0 billion decrease in interest
income. Partially offsetting this was an 8.6% or Ps 365.7 billion increase in the average balance of investments in
debt securities from Ps 4,262.6 billion as of June 30, 2015 to Ps 4,628.3 billion as of June 30, 2016, which resulted
in a 7.8 billion increase in interest income.

The 48.2% or Ps 703.3 billion increase in total interest expense for Banco de Bogota’s consolidated operations
is explained by a 15.4% or Ps 14,739.3 billion increase in the average balance of total interest-bearing liabilities
from Ps 95,873.8 billion as of June 30, 2015 to Ps 110,613.1 billion as of June 30, 2016 that resulted in a Ps 288.2
billion increase in interest expense, and by an increase of 83 basis points in the average cost of funding, from 3.1%
as of June 30, 2015 to 3.9% as of June 30, 2016, which resulted in an additional Ps 415.0 billion increase in interest
expense. Total interest expense for Banco de Bogota’s interest-bearing deposits increased by 48.7% or Ps 514.5
billion to 1,571.8 billion as of June 30, 2016, mainly driven by a 15.4% or Ps 10,692.9 billion increase in the
average balance of interest-bearing deposits, from Ps 69,469.8 billion as of June 30, 2015 to Ps 80,162.0 billion as of
June 30, 2016, which resulted in a Ps 209.6 billion increase in interest expense. In addition, an 88 basis points
increase in the average cost of funds of interest-bearing deposits, from 3.0% as of June 30, 2015 to 3.9% as of June
30, 2016, generated a Ps 304.9 billion increase in interest expense.

Total interest expense for Banco de Bogota’s Colombian operations increased 59.2% or Ps 513.2 billion, driven
by a 14.9% or Ps 7,404.8 billion increase in the average balance of total interest-bearing liabilities to Ps 56,977.8
billion resulting in a Ps 179.3 billion increase in interest expense, and a 135 basis points increase in the average cost
of funding from 3.5% as of June 30, 2015 to 4.8% as of June 30, 2016, consistent with the increasing rate
environment in Colombia, which resulted in a Ps 333.9 billion increase in interest expense.

When translated into Colombian pesos, total interest expense for Central American operations increased by
32.0% or Ps 190.1 billion, explained by a 27.6% or Ps 10,280.5 billion increase in the average balance of total
interest-bearing liabilities that resulted in a Ps 169.4 billion increase in interest expense. Relatively stable, the
average cost of funding around 3.3% resulted in a Ps 20.7 billion increase in interest expense. For an analysis of the
evolution of the Central American average balance of interest-bearing liabilities and its costs excluding the impact
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of the depreciation of the Colombian peso against the U.S. dollar, see “—Banco de Bogota subsidiary analysis—LB
Panama—Net interest income.”

Average total interest-earning assets (calculated as (i) gross loans and interbank and overnight funds, and (ii)
available-for-sale and held-to-maturity fixed income investments) for Banco de Bogota’s Colombian operations
increased by 11.0%, or Ps 5,753.2 billion, to Ps 58,170.0 billion as of June 30, 2016, while net interest income grew
by 7.8% to Ps 1,398.7 hillion. The above resulted in a 14 basis points reduction in net interest margin (calculated as
previously described) from 5.0% as of June 30, 2015 to 4.8% as of June 30, 2016. The spread between the yield
earned on loans and leases (excluding interbank and overnight funds) and the rate paid on deposits increased from
5.4% to 5.6% in the same period.

Average total interest-earning assets (calculated as (i) gross loans and interbank and overnight funds, and (ii)
available-for-sale and held-to-maturity fixed income investments) for Banco de Bogota’s Central American
operations increased by 33.5%, or Ps 11,605.8 billion, to Ps 46,291.4 billion as of June 30, 2016, while net interest
income grew by 39.2% to Ps 1,583.3 billion. The above resulted in a 28 basis points increase in net interest margin
(calculated as previously described) from 6.6% as of June 30, 2015 to 6.8% as of June 30, 2015. The spread between
the yield earned on loans and leases (excluding interbank and overnight funds) and the rate paid on deposits
increased 21 basis points from 7.6% as of June 30, 2015 to 7.8% as of June 30, 2016. For an analysis of the
evolution of the Central American net interest margin, excluding the impact of the depreciation of the Colombian
peso against the U.S. dollar, see “—Banco de Bogoté subsidiary analysis—LB Panama—Net interest income.”

Banco de Bogota’s consolidated operations’ average total interest-earning assets (calculated as (i) gross loans
and interbank and overnight funds, and (ii) available for sale and held-to-maturity fixed income investments)
increased by 17.3%, or Ps 15,726.5 billion, to Ps 106,725.7 billion as of June 30, 2016 and net interest income
increased by 22.4%, or Ps 546.6 billion to Ps 2,982.0 billion as of June 30, 2016, which resulted in a 24 basis points
increase in net interest margin from 5.4% as of June 30, 2015 to 5.6% as of June 30, 2016. The spread between the
yield earned on loans and leases and the rate paid on deposits increased 29 basis points from 6.5% to 6.8% in the
same period. These results are principally explained by the Central American operation’s increase in the yield of
interest-earning assets that was partly offset by an increase in rates paid on interest-bearing liabilities.

Impairment loss on financial assets

Six-Month Period Ended Change June 30, 2016
June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)
Impairment loss on financial assets:

Impairment loss on loans and 1€ases, Net .........cccoevvvirennenncenen, (877.2) (553.4) 323.7 58.5
Impairment loss on accrued interest and other receivables, net .......... (92.0) (66.1) 25.9 39.2
Impairment loss on investments in debt and equity securities............. (0.0) (0.2) (0.1) (84.2)
Impairment loss on foreclosed asSets ........cocooeviirieniieneneiceee (6.1) (13.7) (7.6) (55.5)
Recovery of charged-0ff ASSEtS .............coc.erverrereeerseerreenseessssenseniens 44.6 46.2 (1.6) (3.5)
Net impairment loss on financial assets ...........cccoceoveieinienneenen, (930.6) (587.1) 3435 58.5

Six-Month Period Ended June 30,

Change June 30, 2016

2016 2015 vs June 30, 2015
Loans at least Loans at least Loans at least

31 days Delinquency 31 days Delinquency 31 days Delinquency

past due Ratio® past due Ratio® past due Ratio

Ps % Ps % Ps %
(in Ps billions)
Colombian Operations:

Commercial loans and leases .............cc.ec..... 918 2.3 739 1.9 179 0.4
Consumer loans and 1€ases...........ccccoveevrennens 503 5.4 530 6.0 26 (0.7)
Mortgage loans and leases .........cc.ccceeeeeeene 55 25 29 1.7 27 0.8
Microcredit loans and 1€ases...........c..coouvee... 48 12.6 44 12.0 4 0.6
Total Colombian Operations................... 1,525 2.9 1,341 2.7 183 0.2
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Six-Month Period Ended June 30,

Change June 30, 2016

2016 2015 vs June 30, 2015
Loans at least Loans at least Loans at least

31 days Delinquency 31 days Delinquency 31 days Delinquency

past due Ratio® past due Ratio® past due Ratio

Ps % Ps % Ps %
(in Ps billions)
Central American Operations:

Commercial loans and leases ..............ccceue. 130 0.8 139 1.0 (8) 0.2)
Consumer loans and leases..............ccevevenene 586 4.0 425 3.7 161 0.3
Mortgage loans and leases .........c.ccceeeurnene 184 2.2 164 2.4 20 0.2)
Microcredit loans and leases.......................... — 0.0 — 0.0 — 0.0
Total Central American Operations........ 900 2.3 728 2.3 172 0.0
Total loans and 1€ases ...........c.cceeevvevvevceennnne. 2,425 2.7 2,070 2.6 356 0.2

(1) Calculated as 31 days past due loans divided by total gross loans and leases (excluding interbank and overnight funds)

Six-Month Period Ended June 30,

Change June 30, 2016

2016 2015 vs June 30, 2015
Loans at least Loans at least Loans at least
91 days Delinquency 91 days Delinquency 91 days Delinquency
past due Ratio® past due Ratio® past due Ratio
Ps % Ps % Ps %
(in Ps billions)
Colombian Operations:
Commercial loans and leases.............cccoeuv..n.. 708 1.8 614 1.6 95 0.2
Consumer loans and leases............c.c.cceuueeee 259 2.8 284 3.2 (25.4) (0.5)
Mortgage loans and 1€ases ............cccccvvveveneen 25 1.1 13 0.8 12 0.4
Microcredit loans and 1€ases................oe..... 30 8.0 29 8.0 1 0.1)
Total Colombian Operations.................... 1,023 2.0 940 1.9 83 (0.1)
Central American Operations:
Commercial loans and leases ............cccucuv..n.. 79 0.5 68 0.5 12 0.0
Consumer loans and leases...........c.ccccevvenane. 238 1.6 175 15 63 0.1
Mortgage loans and l€ases ..........c.ccceeeeeeene. 93 11 80 1.2 14 0.0
Microcredit loans and leases..............c..u...... — 0.0 — 0.0 — 0.0
Total Central American Operations....... 411 1.0 322 1.0 89 0.0
Total loans and 1€aSES ..........ccccvevvrivvrevieiriens 1,433 1.6 1,262 1.6 171 0.0

0]

Calculated as 91 days past due loans divided by total gross loans and leases (excluding interbank and overnight funds)

Net impairment loss on financial assets for Banco de Bogot4’s consolidated operations increased by 58.5% or
Ps 343.5 billion as of June 30, 2015 as compared to June 30, 2016, driven primarily by a 58.5% or Ps 323.7 billion
increase in impairment loss on loans and leases, net and a Ps 25.9 billion increase in impairment for accrued interest
and other receivables.

The increase in net impairment loss on loans and leases was driven by (i) an increase in the balance of loans and
leases of 19.6% which partially reflects the depreciation of the Colombian peso, (ii) lower recoveries of impairment
losses on loans and leases in Banco de Bogota’s Central American operations, (iii) a slight deterioration in credit
quality in the Colombia operations delinquency ratio (measured as loans 31 days past due as a percentage of total
gross loans excluding interbank and overnight funds) and (iv) Ps 120.5 billion in one-time provision expense related
to Pacific Rubiales, an oil and gas company. The Pacific Rubiales provisions increase resulted in a higher net
impairment loss on loans and leases to average loans and leases of 2.1% as of June 30, 2016 compared to 1.6% as of
June 30, 2015.

Net impairment loss on financial assets for Banco de Bogota’s Colombian operations increased by 49.1% or Ps
181.3 billion from 369.1 billion as of June 30, 2015 to Ps 550.4 billion as of June 30, 2016, mainly explained by a
47.8% or Ps 162.8 billion increase in impairment loss on loans and leases and a Ps 25.8 billion increase, or 39.2%, in
impairment for accrued interest and other receivables. Delinquency ratios in Colombia presented a 21 basis points
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deterioration due mainly to a 36 basis points deterioration in delinquency on commercial loans and an 82 basis point
deterioration in mortgage loans that was partly offset by a 66 basis points improvement in delinquency on consumer
loans. Excluding a Ps 120.5 billion in one-time provision expense related to Pacific Rubiales, net impairment loss on
financial assets for Banco de Bogota’s Colombian operations increased by 16.5% or Ps 60.8 billion from Ps 369.1
billion as of June 30, 2015 to Ps 429.9 billion as of June 30, 2016. Exposure to oil and gas clients at June 30, 2016
represents 3.2% of total loans.

When translated into Colombian pesos, net impairment loss on financial assets for the Central American
operations mainly increased by 74.4% or 162.2 billion to 380.3 hillion as of June 30, 2016. The increase is mainly
explained by a Ps 160.9 billion increase in impairment loss on loans and leases. For an analysis of the evolution of
the Central American net impairment loss on financial assets excluding the impact of the depreciation of the
Colombian peso against the U.S. dollar, see “—Banco de Bogota subsidiary analysis—LB Panama—Impairment
loss of financial assets.”

Write-offs for Banco de Bogota’s consolidated operations decreased by 17.5% or Ps 185.0 billion to Ps 872.0
billion as of June 30, 2016 as compared to December 31, 2015, and its ratio of write-offs to average balance of loans
and leases (excluding interbank and overnight funds) decreased from 1.3% as of December, 2015 to 1.9% as of June
30, 2016.

Banco de Bogota’s consolidated coverage ratio for loans 31 days past due was 88.4% as of June 30, 2016, with
a ratio of 104.8% for its Colombian operations and 60.6% for its Central American operations.

The recovery of charged-off assets decreased by a 3.5% or Ps 1.6 billion, driven by a decrease of Ps 1.6 billion
in recoveries of Banco de Bogota’s Colombian operations.

Net income from commissions and fees

Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)

Income from commissions and fees:

Banking fEES......ccccoiviiiiiiicee e 1,393.1 1,073.1 319.9 29.8

Bonded warehouse SErviCes .........coceevvveeereeiireeciveennne. 58.3 54.5 3.7 6.9

TruSt ACHIVITIES ..ccuvvi e 72.0 61.9 10.1 16.4

Pension and severance fund management.................. 419.1 393.2 25.9 6.6

Other 5.2 4.3 0.9 20.0
Total income from commissions and fees .................. 1,947.7 1,587.1 360.6 22.7
Expenses for commissions and fees..............cccccoeuruen.. (172.0) (150.3) 21.6 144
Net income from commissions and fees ..................... 1,775.7 1,436.7 339.0 23.6

Net income from commissions and fees for Banco de Bogota’s consolidated operations increased by 23.6% or
Ps 339.0 billion as of June 30, 2016 as compared to June 30, 2016, with Ps 51.3 billion resulting from our
Colombian operations and Ps 287.6 billion resulting from Central American operations.

The Ps 51.3 billion increase resulting from Banco de Bogota’s Colombian operations, was mainly driven by a
Ps 25.9 billion increase in commissions from banking fees, a Ps 21.1 billion increase in fees from pension and
severance fund management (see “—Banco de Bogota subsidiary analysis—Porvenir—Net income from
commissions and fees”), an increase of Ps 10.1 billion in fees from trust activities and a Ps 3.7 billion increase in
fees from bonded warehouse services. These increases were partially offset by a Ps 9.6 billion increase in expenses
for commissions and fees.

Of the Ps 287.6 billion increase resulting from our Central American operations, Ps 295.0 billion are explained
by an increase in banking fees and Ps 4.7 billion by increases in pension and severance fund management. These
increases were partially offset by an increase of Ps 12.0 billion in expenses for commissions and fees. For an
analysis of the evolution of the Central American net income from commissions and fees excluding the impact of
the depreciation of the Colombian peso against the U.S. dollar, see “—Banco de Bogota subsidiary analysis—LB
Panama—Net income from commissions and fees.”
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Net trading income

Banco de Bogota’s consolidated net trading income includes (i) net trading income from investment securities
held for trading through profit or loss, that reflects the interest and gains/losses from mark-to-market valuation, in
each case from equity and fixed income investment securities held for trading through profit or loss, and (ii) net
trading income from derivatives, which reflects the gains/losses from mark-to-market valuation on derivatives
different from that considered under hedge accounting.

For the six-month period ended June 30, 2016, Banco de Bogota’s Consolidated net trading income was Ps
118.9 billion, 22.6% or Ps 34.7 billion lower than the Ps 153.6 billion recorded for the six-month period ended June
30, 2015. Of such decrease Ps 33.9 billion resulted from Colombian operations and Ps 0.8 billion from Central
American operations. Of the Ps 34.7 billion decrease in net trading income, Ps 29.0 billion resulted from a decrease
in net trading income from investment securities held for trading through profit or loss and Ps 5.7 billion resulted
from a decrease in net income from financial derivatives for trading.

Total income from valuation on trading investments and hedging derivatives decreased by Ps 29.0 billion from
Ps 177.8 billion as of June 30, 2015 to Ps 148.8 billion as of June 30, 2016.

For the Colombian operations, net trading income from investment securities held for trading through profit or
loss decreased by Ps 34.5 billion from Ps 177.5 billion as of June 30, 2015 to Ps 143.0 billion as of June 30, 2016.
For the Central American operations, when translated to Colombian pesos, net trading income from investment
securities held for trading through profit or loss increased Ps 5.5 billion from Ps 0.3 billion as of June 30, 2015 to Ps
5.8 billion as of June 30, 2016.

Total income from investment securities

Banco de Bogota’s securities portfolio is classified in the following categories (i) equity and fixed income
investments held for trading through profit or loss (described in this section as net trading income in investment
securities held for trading through profit or loss), (ii) available-for-sale fixed income investments and (iii) held-to-
maturity fixed income investments ((ii) and (iii) are described above in the net interest income section as interest
income from investments in debt securities). Banco de Bogota manages its investment portfolio in a comprehensive
and integral manner that considers individual return of each one of these three categories and the total return of the
investment securities portfolio.

Total income from investment securities for Banco de Bogota on a consolidated basis (comprised of income
from investments in debt securities and net trading income) was Ps 312.6 billion as of June 30, 2016, Ps 45.4 billion
lower than the Ps 358.0 billion as of June 30, 2015.

Other income

Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)

Foreign exchange gains (10Sses), Net ........cccccvevvvcnenns 264.5 112.2 152.3 135.8
Gains on sales of investments, net..........c.cccceevevevnenen. 64.4 43.9 20.5 46.7
Income from sales of non-current assets held for

SALE ittt 3.1 11.9 (8.8) (73.8)
Dividend INCOME.........coiiiiiiiiiiiee e 1.7 2.3 (0.6) (26.0)
Other Operating iNCOME ............c.ovvevververeerseeseesesneens 155.6 1775 (21.9) (12.3)
Total other iNCOMe (EXPENSE) .....overververieieiriieieie e 489.4 347.9 1415 40.7

Total other income (expense) for Banco de Bogota’s consolidated operations increased by 40.7% or Ps 141.5
billion as of June 30, 2016 as compared to June 30, 2015, mainly due to a Ps 152.3 billion increase in foreign
exchange gains (losses), net, and a Ps 20.5 billion increase in gain of sales of investments, net. These increases were
partially offset by a Ps 0.6 billion decrease in dividend income, a Ps 8.8 billion decrease in income from sales of
non-current assets held for sale and a Ps 21.9 billion decrease in other operating income.
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The above mentioned increase in income from foreign exchange gains (losses), net of Ps 152.3 billion was
mainly driven by a Ps 56.6 billion increase in Banco de Bogota’s Colombian operations and a Ps 95.7 billion
increase in its LB Panama operation. For an analysis of the evolution of the Central American operation’s other
income excluding the impact of the depreciation of the Colombian peso against the U.S. dollar, see “—Banco de
Bogota subsidiary analysis—LB Panama—Other income (expense).”

Of the Ps 20.5 billion increase in gain on sales of investments as of June 30, 2016 as compared to June 30,
2015, a gain of Ps 23.8 billion is attributable to the Colombian operations and a loss of Ps 3.3 billion is attributable
to the Central American operations.

Of the Ps 21.9 billion decrease in other income in the first half of 2016 as compared to first half of 2015, a
Ps 36.2 billion decrease is attributable to Colombian operations, and a Ps 14.3 billion increase is attributable to the
Central American operations.

Other expenses

Total other expenses for Banco de Bogota’s consolidated operations increased by Ps 538.8 billion, or 22.2%, as
of June 30, 2016 as compared to June 30, 2015, with Ps 95.6 billion attributable to the Colombian operations and
Ps 443.2 billion attributable to the Central American operations, when translated to pesos.

Of the Ps 95.6 billion increase in total other expenses resulting from the Colombian operations, Ps 80.6 billion
are attributable to administrative and other expenses and Ps 36.7 billion to the increase in personnel expenses.
Partially offsetting this increase was a Ps 19.9 billion decrease in the wealth tax payable and a Ps 3.5 billion
decrease in other expenses.

Of the Ps 443.2 billion increase in total other expenses resulting from the Central American operations, when
translated to Colombian pesos, Ps 205.9 billion is attributable to an increase in personnel expenses (Ps 54.8 billion
or 7.5% excluding the impact of the depreciation of the Colombian peso), Ps 238.1 billion to an increase in
administrative and other expenses (Ps 121.0 billion or 21.1% excluding the impact of the depreciation of the
Colombian peso), and Ps 1.8 billion to other expenses. These increases were partially offset by a Ps 2.6 billion
decrease in depreciation and amortization expense. For an analysis of the evolution of other expenses of the Central
American operation’s other expenses excluding the impact of the depreciation of the Colombian peso against the
U.S. dollar, see “—Banco de Bogota subsidiary analysis—LB Panama—Other expenses.”

The consolidated efficiency ratio of Banco de Bogota’s operations (calculated as personnel and administrative
and other expenses divided by net interest income, fees and other services income, net trading income and other
income excluding other and discontinued operations) deteriorated from 48.0% as of June 30, 2015 to 49.5% as of
June 30, 2016. The ratio of personnel and administrative and other expenses as a percentage of average assets was
3.8% as of June 30, 2016 and 3.5% as of June 30, 2015 (accounting for Corficolombiana as an investment in
associates and joint ventures).

The efficiency ratio for the Colombian operations deteriorated 154 basis points from 41.9% as of June 30, 2015
to 43.4% as of June 30, 2016. The ratio of personnel and administrative and other expenses as a percentage of
average assets (including Corficolombiana as an investment in associates and joint venture) improved 10 basis
points from 3.5% to 3.4% in the same period.

The efficiency ratio for the Central American operations, when translated to Colombian pesos, improved 62
basis points from 55.7% as of June 30, 2015 to 55.1% as of June 30, 2016. The cost to average assets ratio
deteriorated from 4.3% to 4.8% in the same period. For an analysis of the evolution of the efficiency ratio of the
Central American Operations excluding the impact of the depreciation of the Colombian peso against the U.S.
dollar, see “—Banco de Bogota subsidiary analysis—LB Panama—Other expenses.”
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Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)
Salaries and employee benefits ...........ccoovveveiiiiiennns (1,133.9) (916.1) 217.8 23.8
Bonus plan payments .........cccccevevenieniennsinenieneesenens (62.8) (46.7) 16.1 34.4
Termination PaymMeNtS.........ccvevvevverrereresesieeieereeseenns (24.9) (16.1) 8.8 54.3
Total personnel EXPENSES........covevververereseseeeesieseseenns (1,221.6) (979.0) 242.6 24.8
Administrative and other eXpenses .........ccoceovvereerieea (1,355.7) (1,037.1) 318.7 30.7
Depreciation and amortization..............ccoceevvvereiencneens (159.0) (159.9) (1.0) (0.6)
WEAIH TaX....veveiviicicie e (153.9) (173.8) (19.9) (11.4)
OthEr BXPENSES. .. .eveviiveieieitirieie sttt (79.2) (80.8) (1.7) (2.1)
Total 0ther eXPENSES ........covvviriieiieee e (2,969.4) (2,430.6) 538.8 22.2

Income tax expense

Income tax expense for Banco de Bogota’s consolidated operations increased by 0.1%, or Ps 0.7 billion, to
Ps 515.1 billion as of June 30, 2016. The effective tax rate of the then-consolidated operations (calculated as income
tax expense divided by income before income tax expense excluding dividends and the one-time gain resulting from
the loss of control of Corficolombiana, as both are non-taxable income, and the wealth tax as it is a non-deductible
expense) improved from 33.7% as of June 30, 2015 to 31.8% as of June 30, 2016. The improvement in the effective
tax rate is a consequence of the greater proportional impact of the Central American operations on our net income,
as Central America’s average tax rate is lower than in our Colombian operations.

Net income from discontinued operations

Net income from discontinued operations for Banco de Bogota’s consolidated operations, which corresponds to
income from Corficolombiana’s operations, increased by 9.4%, or Ps 35.9 billion, to Ps 418.1 billion as of June 30,
2016 from Ps 382.1 billion as of June 30, 2015.

Corficolombiana was recognized as a discontinued operations due to the loss of control of Corficolombiana.
Loss of control is a significant economic event in which the parent-subsidiary relationship ceases to exist and gives
way to the onset of an investor-investee relationship. As a result, the Corficolombiana operating segment was
discontinued and discontinued operations are required to be presented according to IFRS 5. See “Summary—Lo0ss of
control of Corficolombiana.”

Net income attributable to non-controlling interest

Net income attributable to non-controlling interest increased by 8.9%, or Ps 34.6 billion, to Ps 424.3 billion as
of June 30, 2016 as compared with June 30, 2015. The ratio of net income attributable to non-controlling interest to
net income (excluding the one-time gain resulting from the loss of control of Corficolombiana) decreased from
31.8% as of June 30, 2015 to 31.0% as of June 30, 2016. This decrease is explained by the fact that net income in
subsidiaries in which Banco de Bogota holds a higher equity interest, such as LB Panama, contributed higher net
income compared to the net income generated by those subsidiaries in which Banco de Bogota holds a lower equity
interest, such as Porvenir. Due to the loss of control of Corficolombiana, Banco de Bogota’s investment in
Corficolombiana does not have any impact on this ratio because income from Corficolombiana as an investment is
recorded under net income from discontinued operations.

The ratio of net income attributable to non-controlling interest to net income for the Colombian operations
increased from 45.6% as of June 30, 2015 to 50.6% as of June 30, 2016, mainly attributable to Porvenir, see“—
Banco de Bogota subsidiary analysis—Porvenir.” Before the loss of control of Corficolombiana, Corficolombiana
was the main investment generating non-controlling interest.

Banco de Bogota Subsidiary Analysis

Banco de Bogota’s results of operations are significantly affected by the results of operations of its subsidiaries,
Porvenir and LB Panama. In order to fully disclose the effect of these subsidiaries on Banco de Bogota, the
following is an analysis of the results of operations of each of Porvenir and LB Panama in the six-month period
ended June 30, 2016 compared to the six-month period ended June 30, 2015.
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Porvenir
Net income

Porvenir’s net income attributable to controlling interest increased by 18.3%, or Ps 27.0 billion, to Ps 174.2
billion at June 30, 2016 as compared to June 30, 2015. The most significant drivers of Porvenir’s results were (i) a
Ps 21.5 billion increase in net income from commissions and fees, (ii) a Ps 82.3 billion increase in other income
(expense) and (iii) a Ps 20.2 billion decrease in net impairment loss on financial assets. These results were partially
offset by (i) a Ps 25.3 billion decrease in net interest income, (ii) a Ps 28.0 billion decrease in net trading income,
(iii) a Ps 22.5 billion increase in other expenses and (iv) a Ps 21.2 billion increase in income tax expense. The Ps
22.5 billion increase in other expenses is mainly explained by the payment of wealth tax for Ps 13.2 billion and by
an increase in administrative and other expenses of Ps 25.4 billion.

Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)
INEreSt INCOME ....c.vveviiciecee e 0.3 22.7 (22.4) (98.6)
INErESt EXPENSE ....vvoveevercreeeeeeeeeeseeeeeesseeeeees e, (15.6) (12.8) 2.9 22.6
Net iNterest iINCOME ......coovviiiieiei e (15.3) 10.0 (25.3) (253.5)
Impairment loss on loans and accounts receivable,

DL 1ottt 35 (16.7) (20.2) (121.3)
Impairment loss on other financial assets, net............... — — — N.A.
Recovery of charged-off assets..........ccovvevviviiieiieninns — — — N.A.
Net impairment loss on financial assets...................... 3.5 (16.7) (20.2) (121.3)
Net income from commissions and fees..........cccceeeeene 356.4 334.9 215 6.4
Net trading iNCOME .......cccooieviieiie e 15.1 43.1 (28.0) (65.0)
Total other iNCOME (EXPENSE) ....ovvvevvveriiereereerie e 73.6 (8.7) 82.3 (943.2)
Total Other EXPENSES .......ce.veeeeeereeeeeseerseereeeese s (150.4) (127.9) 22.5 17.6
Income before income tax expense........ccccecvevervenen, 282.9 234.7 48.2 20.6
INCOME X EXPENSE ....eoveereeeeeeseeseeeeeseereseeeeseereseaes (108.4) (87.1) 21.2 24.4
NEE INCOME ..ot 1745 147.5 27.0 18.3
net income attributable to:

Controlling INErest .........covvriiiinirees 174.2 147.3 27.0 18.3
Non-controlling iNterest...........cccvervieieiviicieiiciees 0.3 0.3 0.0 125

Net interest income

Net interest income decreased by Ps 25.3 billion to a loss of Ps 15.3 billion, from net income of Ps 10.0 billion
for the six-month period ended June 30, 2015, mainly driven by a Ps 24.1 billion decrease in interest on investments
in debt securities and an increase in interest expense of Ps 2.9 billion at June 30, 2016.

The Ps 24.1 billion decrease in interest income from investments in debt securities, from a gain of Ps 20.8
billion at June 30, 2015 to a loss of Ps 3.3 billion at June 30, 2016, is explained by the impact of the 7.3%
appreciation in the Colombian peso — U.S. dollar exchange rate during the first half of 2016, as compared with the
depreciation of 8.6% in the exchange rate during the first half of 2015, that affected the valuation of investments in
foreign currency.

Total interest expense increased by Ps 2.9 billion mainly driven by the depreciation of 12.3% in the Colombian
peso — U.S. dollar exchange rate between June 30, 2015 and June 30, 2016 that had an impact on the U.S.$186.1
million loan drawn by Porvenir to fund the acquisition of AFP Horizonte in 2013.

Impairment loss on financial assets

Porvenir’s net impairment loss on financial assets decreased by Ps 20.2 billion, from Ps 16.7 billion at June 30,
2016 mainly due to a decrease in the impairment losses on “unidades negativas” (negative units). These “negative
units” refer to receivables that originate when a Porvenir customer changes to another pension fund manager.
Subsequently, when the employer requests an amendment to the contribution amounts for the customer, Porvenir
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may generate a receivable against the new pension fund manager. These receivables have been decreasing as
customers switch to other pension providers and, consequently, so has the related impairment loss.

Net income from commissions and fees

Net income from commissions and fees consists primarily of commissions earned on the administration of
mandatory pension funds, severance funds, voluntary pension funds and third-party liability pension funds.
Porvenir’s total fees and other services income, net increased by Ps 21.5 billion, or 6.4%, to Ps 356.4 billion at
June 30, 2016 as compared to Ps 334.9 billion at June 30, 2015.

Pension and severance fund management fees, which include fees from administration of mandatory, voluntary
and third-party liability pension funds, and severance funds increased by Ps 17.6 billion to Ps 401.1 billion at
June 30, 2016.

This increase was primarily driven by a Ps 16.6 billion, or 5.9%, increase in fee income from the administration
of mandatory pension funds from Ps 282.3 billion at June 30, 2015 to Ps 298.8 billion at June 30, 2016. Such results
are explained by an increase in the number of customers from 7.3 million as of June 30, 2015 to 7.6 million as of
June 30, 2016.

Fee income from severance fund management increased by Ps 5.8 billion from Ps 63.6 billion at June 30, 2015
to Ps 69.5 billion at June 30, 2016. This increase was mainly due to an increase in the severance funds customers
from 3.6 million as of June 30, 2015 to 4.1 million as of June 30, 2016.

Partially offsetting these increases was a Ps 2.8 billion decrease in revenues received from the administration of
third-party liability pension funds from Ps 5.5 billion at June 30, 2015 to Ps 2.7 billion at June 30, 2016, and a Ps 2.0
billion decrease in fee income associated with the management of voluntary pension funds and other fees from
Ps 32.2 billion to Ps 30.1 billion in the same period.

Expenses for commissions and fees increased by Ps 2.3 billion, from Ps 48.7 billion at June 30, 2015 to Ps 51.0
billion at June 30, 2016, mainly driven by a higher number of social security transactions.

Change June 30, 2016

Six-Month Period Ended June 30, vs June 30, 2015
2016 2015 Ps %
(in Ps billions)

Net income from commissions and fees:

Banking fees........ccoviviiiiiieiice e 6.3 0.0 6.3 N.A.

Bonded warehouse SErviCes .........cocevveeveeeiveeciveennne. 0.0 0.0 0.0 N.A.

TruSt ACIVITIES ..ccvvi e 0.0 0.0 0.0 N.A.

Pension and severance fund management.................. 401.1 383.6 17.6 4.6
Income from commissions and fees..........cccevveeeveennen. 407.4 383.6 23.8 6.2
Expenses for commissions and fees..............c.cco.oouvee... (51.0) (48.7) 2.3 48
Net income from commissions and fees ...........c......... 356.4 334.9 215 6.4

Net trading income

Porvenir’s net trading income includes (i) net trading income from investment securities held for trading
through profit or loss, that reflects the interest and gains/losses from mark-to-market valuation, in each case from
equity and fixed income investment securities held for trading through profit or loss, and (ii) net trading income
from derivatives, which reflects the gains/losses from mark-to-market valuation on derivatives different from that
considered under hedge accounting. Total net trading income decreased by Ps 28.0 billion from Ps 43.1 billion at
June 30, 2015 to Ps 15.1 billion at June 30, 2016, driven mainly by a Ps 35.7 billion decrease in net trading income
from investment securities held for trading through profit or loss, from Ps 20.9 billion at June 30, 2015 to Ps 56.6
billion at June 30, 2016.

The decrease in net income from financial derivatives for trading through profit or loss of Ps 35.7 billion was
offset by Ps 64.4 billion decrease in the losses in hedging, from a gain of Ps 22.6 billion at June 30, 2015 to a loss of
Ps 41.8 billion at June 30, 2016.
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Total income from investment securities

Porvenir’s securities portfolio is classified in the following categories (i) equity and fixed income investments
held for trading through profit or loss (described in this section as net trading income in investment securities held
for trading through profit or loss), (ii) available-for-sale fixed income investments and (iii) held-to-maturity fixed
income investments ((ii) and (iii) are described above in the net interest income section as interest income from
investments in debt securities). Porvenir manages its investment portfolio in a comprehensive and integral manner
that considers individual return of each one of these three categories and the total return of the investment securities

portfolio.

Total income from investment securities (comprised of income on investment securities and net trading income
from investment securities held for trading through profit or loss) was Ps 53.3 billion at June 30, 2016, 27.6% or Ps
11.5 billion higher than the Ps 41.8 billion at June 30, 2015. This result is mainly explained by an increase in the
average yield of total investment securities from 6.2% to 6.9% in the same period, which resulted in a Ps 9.0 billion
increase in income, and the Ps 205.2 billion increase in the average balance of total investment securities (calculated
as (i) fixed income and equity investments held for trading through profit or loss, (ii) available-for-sale fixed income
investments, and (iii) held-to-maturity fixed income investments), resulting in a Ps 2.5 billion increase in income.

Other income (expense)

Total other income (expense) increased by Ps 82.3 billion, from a loss of Ps 8.7 billion at June 30, 2015to a
gain of Ps 73.6 billion in 2015. This decrease was primarily due to a Ps 81.2 billion increase in foreign exchange
gains (losses), net from a loss of Ps 38.3 billion at June 30, 2015 to a gain of Ps 42.9 billion loss at June 30, 2016.

Other expenses

Porvenir’s total other expenses increased by Ps 22.5 billion, or 17.6% to Ps 150.4 billion at June 30, 2016 as
compared to June 30, 2015. This increase was mainly driven by an increase in administrative and other expenses by
Ps 25.4 billion and a Ps 4.3 billion decrease in other expenses, and (iii) an increase in personnel expenses by Ps 2.6

billion. Partially offsetting these increases was a Ps 1.7 billion decrease in the wealth tax expense. Porvenir’s

efficiency to income ratio (calculated as personnel and administrative and other expenses divided by net income,
fees and other services income, other income excluding other) deteriorated from 31.0% at June 30, 2015 to 36.9% at

June 30, 2016.

Six-Month Period Ended June 30,

Change June 30, 2016
vs June 30, 2015

2016 2015 %
(in Ps billions)

Personnel EXPENSES ......cevriririeerierieiesie e (59.1) (56.6) 2.6 45
Salaries and employee benefits.........ccocvevviiiiiennnnns (59.1) (55.6) 35 6.2
Bonus plan payments..........cccocevevveienievie e (0.0) (0.5 (0.5) (97.1)
Termination Payments ........cccccvvvveieereeneerieeie e (0.0) (0.4) (0.4) (98.1)

Administrative and other eXpenses..........ccccccevvevvenenne (72.5) (47.2) 25.4 53.7

Depreciation and amortization...........ccccceeeeevveiieivennnnns (5.5 (4.9) 0.6 12.9

WEAIH TaX..ceiiiiciiie e (13.2) (14.9) .7 (11.6)

OthEr EXPENSES.......oeoveeveeseeseeseeeseeeseeeseeesee s eseeeneeon 0.0 (4.3) (4.3) (100.1)

Total Other EXPENSES .......ceiieeeiee e (150.4) (127.9) 225 17.6

Income tax expense

Income tax expense increased by 24.4%, or Ps 21.2 billion, to Ps 108.4 billion at June 30, 2016 as compared to
June 30, 2015. Porvenir’s effective tax rate (calculated as income tax expense divided by income before tax expense
minus equity method minus dividends, plus wealth tax) increased to 38.3% at June 30, 2016 from 37.1% at June 30,

2015.
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Net income attributable to non-controlling interest

Net income attributable to non-controlling interest remained at Ps 0.3 billion for both periods at June 30, 2016
and June 30, 2015.

LB Panama

Given that LB Panama’s functional currency is the U.S. dollar, its consolidated results as of June 30, 2016 in
Colombian pesos reflect both the entity’s performance in its functional currency and the effects of the depreciation
of the Colombian peso against the U.S. dollar during the period, which was 12.3% compared with June 30, 2015.

The following tables present the results of LB Panama in Colombian pesos and also include an adjusted
June 30, 2015 column in which we applied the average exchange rate to adjust for the impact of the depreciation of
the Colombian peso against the U.S. dollar. Furthermore, and in order to discuss the performance of LB Panama in
its functional currency, the analysis presented herein explains the trends of the line items as adjusted for the impact
of the depreciation of the Colombian peso.

Net income

LB Panama’s net income attributable to controlling interest as of June 30, 2016 increased by 43.2%, or Ps 160.2
billion, to Ps 530.9 billion. Excluding the effect of the depreciation of the Colombian peso against the U.S. dollar,
LB Panama’s net income attributable to controlling interest as of June 30, 2016 increased by 16.5%, or Ps 75.1
billion. Despite an increase of 10.7% or Ps 152.8 billion in net interest income and a 15.7% or Ps 124.7 billion
increase in net income from commissions and fees there was a 10.2% or Ps 146.8 billion increase in other expenses,
a 35.1% or Ps 98.9 billion increase in net impairment loss on financial assets, a 62.2% or Ps 80.0 billion increase in
other income (expense), a 20.5% or Ps 35.8 billion increase in income tax expense and a 66.5% or Ps 1.0 billion
decrease in net trading income, all amounts excluding the effect of the depreciation of the Colombian peso.

Change June 30, 2016 vs Change June 30, 2016 vs
As of June 30, June 30, 2015 As of June 30, June 30, 2015 (adjusted)*
2016 2015 Ps % 2015 (adjusted)* Ps %
(in Ps billions) (in Ps billions)

Interest iNCOME ........ccoovevreirereee e 2,366.9 1,731.2 635.7 36.7 2,174.0 192.9 8.9
Interest expense........... . (783.6) (593.5) (190.1) 32.0 (743.5) (40.1) 5.4
Net interest iNCOME..........ccooveereereirerienen 1,583.3 1,137.8 445.6 39.2 1,430.5 152.8 10.7
Impairment loss on loans and accounts

receivable, Net........coccoeiiiiciircce (374.2) (213.2) (161.0) 75.5 (275.5) (98.7) 35.8
Impairment loss on other financial

ASSELS, NEL......oviiicicic e 6.1) (4.8) 1.3) 26.1 (5.9) 0.2) 2.7
Recovery of charged-off assets............cccc.o.... — — — N.A. — — N.A.
Net impairment loss on financial assets..... (380.3) (218.0) (162.2) 74.4 (281.4) (98.9) 35.1
Net income from commissions and fees......... 919.7 632.1 287.6 455 795.0 124.7 15.7
Net trading iNCOME........ccccoevvreeeinnn. 0.5 1.3 0.8) (61.2) 15 (1.0 (66.5)
Total other income (expense) . 208.5 103.5 105.0 101.5 128.5 80.0 62.2
Total Other eXPeNSES..............ovverververrersennen. (1,591.0)  (1,147.8) (443.2) 38.6 (1,444.2) (146.8) 10.2
Income before income tax expense............. 740.8 508.7 232.0 45.6 630.0 110.8 17.6
Income tax expense e (209.9) (138.1) (71.8) 52.0 (174.1) (35.8) 20.5
NEt iNCOME .....covrirrirr s 530.9 370.7 160.2 43.2 455.8 75.1 16.5
Net income attributable to:
Controlling interest..........ccoceovverneniineienens 530.8 370.0 160.8 435 455.0 75.8 16.7
Non-controlling interest ...........cccccevvcininnae 0.1 0.7 0.6) (85.1) 0.8 (0.7) (88.0)

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.
Net interest income

LB Panama’s net interest income in local currency increased by 10.7% or Ps 152.8 billion as of June 30, 2016
as compared to June 30, 2015, reflecting a Ps 192.9 billion increase in total interest income offset in part by a Ps
40.1 billion increase in interest expense. All amounts below are stated in local currency terms unless otherwise
indicated.
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The increase in total interest income is explained by a Ps 216.9 billion increase in interest income on loans and
leases and interbank and overnight funds and a Ps 24.0 billion decrease in income on investments in debt securities.
Interest income from loans and leases (excluding interbank and overnight funds) increased by Ps 219.9 billion
partially offset by a Ps 3.0 billion decrease in interest income from interbank and overnight funds.

The increase in interest income on loans and leases (excluding interbank and overnight funds) of Ps 219.9
billion was mainly driven by an 11.6% or Ps 4,201.8 billion increase in LB Panama’s average interest-earning loan
portfolio from Ps 36,091.1 billion as of June 30, 2015 to Ps 40,292.9 billion as of June 30, 2016, which resulted in a
Ps 248.4 hillion increase in income. The average rate earned on loans and leases showed a slight decline from 11.2%
to 11.1%, which resulted in a Ps 28.5 billion decrease in interest income.

Interest income on commercial loans increased 11.2% or Ps 55.0 billion driven by an 11.9% or Ps 1,796.7
billion increase in LB Panama’s average interest earning commercial loan portfolio from Ps 15,158.2 billion as of
June 30, 2015 to Ps 16,954.9 billion as of June 30, 2016, which resulted in a Ps 58.0 billion increase in income. The
increase was partially offset by a four basis points decrease in the average yield on commercial loans, which resulted
in a Ps 3.0 billion decrease in interest income.

Interest income on consumer loans increased 11.7% or Ps 145.4 billion driven by a 13.9% or Ps 1,813.6 billion
increase in LB Panama’s average interest earning consumer loan portfolio from Ps 13,033.8 billion as of June 30,
2015 to Ps 14,847.4 billion as of June 30, 2016, which resulted in a Ps 168.5 billion increase in income. The increase
was partially offset by a 37 basis points decrease in the average yield on consumer loans from 18.9% as of June 30,
2015 to 18.6% as of June 30, 2016, which resulted in a Ps 24.0 billion decrease in interest income.

Interest income on mortgage loans increased 6.9% or Ps 20.4 billion driven by a 7.5% or Ps 591.5 billion
increase in LB Panama’s average interest earning mortgage loan portfolio from Ps 7,899.2 billion as of June 30,
2015 to Ps 8,490.6 billion as of June 30, 2016, which resulted in a Ps 21.9 billion increase in income. The increase
was partially offset by a four basis points decrease in the average yield on mortgage loans from 7.5% as of June 30,
2015 to 7.4% as of June 30, 2016, which resulted in a Ps 1.5 billion decrease in interest income.

Income from interbank and overnight funds decreased by 9.9%, or Ps 3.0 billion, from Ps 30.1 billion as of
June 30, 2015 to Ps 27.1 billion as of June 30, 2016.

Total interest expense increased by 5.4% or Ps 40.1 billion as of June 30, 2016 as compared to June 30, 2015,
mainly driven by a 5.0% or Ps 2,420.7 billion increase in the average balance of interest-bearing liabilities from Ps
47,963.7 billion as of June 30, 2015 to Ps 50,384.4 billion as of June 30, 2016, which resulted in a Ps 25.0 billion
increase in interest expense. Partially offsetting the increase was a one basis point decrease in the average cost of
funds from 3.10% to 3.11% in the same period, which resulted in a Ps 15.1 billion decrease in interest expense.

Total interest expense on interest-bearing deposits increased by 6.3% or Ps 29.6 billion mainly driven by a 7.0%
or Ps 2,473.3 billion increase in the average balance of interest-bearing deposits from Ps 35,096.3 billion as of June
30, 2015 to Ps 37,569.9 billion as of June 30, 2016, which resulted in a Ps 25.1 billion increase interest expense.
This was partially offset by a two basis points decrease in the average cost of deposits from 2.68% to 2.66% in the
same period, which resulted in a Ps 4.5 billion decrease in interest expense.

The Ps 29.6 billion increase in interest expense on deposits reflects a Ps 16.5 billion increase in interest expense
on time deposits, a Ps 8.2 billion increase in interest expense on checking accounts and a Ps 4.9 billion increase in
interest expense on savings deposits. The increase in time deposits explains 55.7% of the total increase in interest
expense on deposits. The increase in interest expense on time deposits of Ps 16.5 billion was mainly driven by a 1
basis point decrease in the average cost from 5.02% to 5.01% as of June 30, 2016, which resulted in a Ps 0.8 billion
decrease in interest expense. Furthermore, a Ps 690.2 billion increase in the average balance of time deposits from
Ps 15,224.7 billion as of June 30, 2015 to Ps 15,914.8 billion as of June 30, 2016, resulted in a Ps 17.3 billion
increase in interest expense.

The Ps 10.5 billion increase in interest expense on other funding (includes borrowings from banks and others,
interbank and overnight funds, long-term debt and borrowings from development entities) is mainly explained by an
18 basis points increase in the average rate paid on other funding from 4.3% as of June 30, 2015 to 4.4% as of June
30, 2016, which resulted in a Ps 10.6 billion increase in interest expense. However, there was a Ps 52.6 billion
decrease in the average balance from Ps 12,867.4 billion to Ps 12,814.8 billion in the same period that resulted in a
Ps 0.1 billion decrease in interest expense.
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The Ps 10.5 billion increase in interest expense on other funding is explained by a Ps 10.9 billion increase in
borrowings from banks and others (including development entities) and a Ps 1.8 billion increase in long term debt.
These increases were partially offset by a Ps 1.8 billion decrease in interbank and overnight funds. The increase in
borrowings from banks and others was mainly driven by a 23 basis points increase in average cost from 4.0% as of
June 30, 2015 to 4.2% as of June 30, 2016, which resulted in a Ps 13.2 billion increase in interest expense.
Furthermore, a Ps 108.6 billion decrease in the average balance of borrowings from banks and others from Ps
11,582.0 billion to Ps 11,473.4 billion in the same period resulted in a Ps 2.3 billion decrease in interest expense.
The increase in long-term bonds was mainly driven by a Ps 69.4 billion increase in the average balance from Ps
1,111.2 billion as of June 30, 2015 to Ps 1,180.5 billion as of June 30, 2016, which resulted in a Ps 0.6 billion
decrease in interest expense.

Average total interest earning assets (calculated as (i) gross loans including interbank and overnight funds, and
(ii) available-for-sale and held-to-maturity fixed income investments) increased by 8.9%, or Ps 3,655.4 billion, from
Ps 41,265.8 billion as of June 30, 2015 to Ps 44,921.1 billion as of June 30, 2016 and net interest income increased
by 10.7%, or Ps 152.8 billion, from Ps 1,430.5 billion to Ps 1,583.3 billion over the same period. The interest spread
between the average rate earned on loans and leases (excluding interbank and overnight funds) and the average rate
paid on interest-bearing liabilities decreased by one basis point to 8.0% over the same period.

Change June 30, 2016 vs Change June 30, 2016 vs
As of June 30, June 30, 2015 As of June 30, June 30, 2015 (adjusted) *
2016 2015 Ps % 2015 (adjusted)* Ps %
(in Ps billions) (in Ps billions)
Interest income:
Commercial loans and leases................ 547.5 391.0 156.5 40.0 492.5 55.0 11.2
Consumer loans and leases..... 1,379.2 981.0 398.2 40.6 1,234.7 1445 117
Mortgage loans and leases..... 315.0 234.1 80.9 34.6 294.6 20.4 6.9
Microcredit loans and leases...... — — — N.A. — — N.A.
Interbank and overnight funds... 27.1 23.7 3.3 14.1 30.1 (3.0 9.9
Interest on loans and leases ............c........ 2,268.8 1,629.9 638.9 39.2 2,051.8 216.9 10.6
Interest on investments in debt
SECUTIHIES 1.vvvvverceeeeeesees e 98.2 101.4 (3-2) (3.2) 122.2 (24.0) (19.7)
Total interest iNCOME.........ccccovvererirnicienns 2,366.9 1,731.2 635.7 36.7 2,174.0 192.9 8.9
Interest expense:
Checking accounts..........ccccovvreenininniencas 47.6 31.2 16.3 52.2 39.3 8.2 21.0
Time deposits 398.9 303.8 95.2 31.3 3825 16.5 43
Savings depoSits .........c..vveveererreecienninns 52.8 38.1 14.7 38.6 47.9 4.9 10.2
Total interest expense on deposits ..... 499.3 373.1 126.2 338 469.7 29.6 6.3
Borrowings from banks and others........... 237.7 186.0 51.7 27.8 230.6 7.2 3.1
Interbank and overnight funds
(EXPENSES) ...cvvviiiiree e 2.3 3.7 1.3) (35.9) 4.6 (2.2) (48.9)
Long-term debt (bonds)..........cccovveernnne. 40.4 30.7 9.7 31.7 38.6 1.8 4.6
Borrowings from development entities..... 3.8 (0.0) 3.8 N.A. — 3.8 N.A.
Total interest eXpense.........co.ovvevvevveronn. 783.6 593.5 190.1 32.0 7435 40.1 5.4
Net interest iNCOME........ccocevevveieeieeine 1,583.3 1,137.8 445.6 39.2 1,430.5 152.8 10.7

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.
Impairment loss on financial assets

Net impairment loss on financial assets increased by 38.0% or Ps 104.8 billion as of June 30, 2016 as compared
to June 30, 2015. This increase is explained by a Ps 104.7 billion increase in impairment loss on loans and leases,
net and a Ps 0.25 billion decrease in recoveries of charged off assets, and was partially offset by a Ps 0.1 billion
decrease in impairment for accrued interest and other receivables, net.

The increase in impairment loss on loans and leases, net was primarily attributable to growth in the aggregate
balance of the loan portfolio. The cost of risk measured as impairment loss on loans and leases, net divided by the
average balance of loans and leases (excluding interbank and overnight funds) increased from 1.5% as of June 30,
2015 to 1.9% as of June 30, 2016. LB Panama’s delinquency ratio (measured as loans at least 31 days past due as a
percentage of total gross loans, excluding interbank and overnight funds) remained stable at 2.3% for both June 30,
2016 and June 30, 2015. The delinquency ratios for both commercial and mortgage loans improved 25 and 18 basis
points, from 1.0% and 2.4%, respectively, as of June 30, 2015 to 0.8% and 2.2%, respectively, as of December 31,
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2015. These improvements were partially offset by a deterioration of 32 basis points in the delinquency ratio for
consumer loans, from 3.7% as of June 30, 2015 to 4.0% as of June 30, 2016.

Write-offs increased from Ps 231.3 billion as of June 30, 2015 to Ps 308.8 billion as of June 30, 2016 and the
ratio of charged-off assets to average loans (excluding interbank and overnight funds) decreased from 1.5% as of
June 30, 2015 to 1.4% as of June 30, 2016. LB Panama’s coverage ratio over its past due loans increased from
58.0% as of June 30, 2015 to 60.6% as of June 30, 2016.

Change June 30, 2016 vs  As of June 30, 2015 Change June 30, 2016 vs

As of June 30, June 30, 2015 (adjusted)* June 30, 2015 (adjusted) *
2016 2015 Ps % Ps %
(in Ps billions) (in Ps billions)
Impairment loss on financial assets:
Impairment loss on loans and leases,
NEL.ce s (373.9) (213.0) 160.9 75.5 (269.2) 104.7 38.9
Impairment loss on accrued interest
and other receivables, net...................... 0.3) 0.2) 0.1 26.2 (0.4) 0.1) (22.1)
Impairment loss on investments in debt
and equity SECUNItIES. ........ccvvvvrrirccinn — — — N.A. — — N.A.
Impairment loss on foreclosed assets.......... (6.1) (4.8) 1.3 26.1 (5.9) 0.2 2.7
Recovery of charged-off assets.................. — — — N.A. — — N.A.
Recovery of impairment loss on
investment SECUrities...........ooccevrrceenne — — — N.A. — — N.A.
Recovery of impairment loss on
foreclosed assets .........covevevvrirccrinnnn — — — N.A. — — N.A.
Net impairment loss on financial
ASSEES o (380.3) (218.0) 162.2 74.4 (275.5) 104.8 38.0

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.

As of June 30,

Change June 30, 2016 vs.

2016 2015 June 30, 2015
Loans at least Loans at least Loans at least
31 days past Delinquency 31 days past Delinquency 31 days past Delinquency
due Ratio® due Ratio® due (Ps) Ratio (%)
(in Ps billions) Ps %

Commercial loans and leases 130 0.8% 139 1.0% 8) 0.2)
Consumer loans and leases ..... 586 4.0% 425 3.7% 161 0.3
Mortgage loans and leases....... 184 2.2% 164 2.4% 20 0.2)
Microcredit loans and leases........................ 0 N.A. 0 N.A. 0 N.A.
Total loans and leases: 900 2.3% 728 2.3% 172 0.0

(1) Calculated as loans 31 days past due divided by total gross loans (excluding interbank and overnight funds).
Net income from commissions and fees

Net income from commissions and fees increased by 15.7% or Ps 124.7 billion to Ps 919.7 billion as of June 30,
2016 as compared to June 30, 2015. The increase is explained by a Ps 125.9 billion increase in commissions from
banking services (mainly driven by debit and credit card fees, merchants commissions and other banking services)
and a Ps 2.2 billion increase in pension and severance fund management. These increases were partially offset by a
Ps 3.4 billion increase in expenses for commissions and fees.
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Change June 30, 2016 vs Change June 30, 2016 vs

As of

As of June 30, June 30, 2015 June 30, 2015 June 30, 2015 (adjusted) *
2016 2015 Ps % (adjusted)* Ps %
(in Ps billions) (in Ps billions)
Income from commissions and fees:
Banking Services ..........c.covveervnniccnenenn 950.3 655.3 295.0 45.0 824.3 125.9 15.3
Bonded warehouse services.. — — — N.A. — — N.A.
Trust aCtiVitieS........ccoveveieiiciece s — — — N.A. — — N.A.
Pension and severance fund
MAaNAGEMENT..........coveevererrrererrereereeneans 14.3 9.6 4.7 49.1 12.1 22 18.4
Total income from commissions and
FEES v 964.6 664.9 299.7 45.1 836.4 128.1 15.3
Expenses for commissions and fees ............. (44.8) (32.8) (12.0) 36.7 (41.4) (3.4) 8.3
Net income from commissions and fees ... 919.7 632.1 287.6 455 795.0 124.7 15.7

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.
Net trading income

LB Panama’s net trading income includes (i) net trading income from investment securities held for trading
through profit or loss, that reflects the interest and gains/losses from mark-to-market valuation, in each case from
equity and fixed income investment securities held for trading through profit or loss, and (ii) net trading income
from derivatives, which reflects the gains/losses from mark-to-market valuation on derivatives different from that
considered under hedge accounting.

As of June 30, 2016, LB Panama’s net trading income decreased by Ps 1.0 billion to Ps 0.5 billion from Ps 1.5
billion as of June 30, 2015. Of such decrease, a Ps 5.6 billion increase from net trading income from investment
securities held for trading through profit or loss and hedging derivatives was offset by a Ps 6.5 billion decrease in net
trading income from derivatives.

Total income from valuation on trading investments and income from hedging derivatives decreased Ps 5.6
billion from Ps 0.3 billion as of June 30, 2015 to Ps 5.8 billion as of June 30, 2016.

Total income from investment securities

LB Panama’s securities portfolio is classified in the following categories (i) equity and fixed income
investments held for trading through profit or loss (described in this section as net trading income in investment
securities held for trading through profit or loss), (ii) available-for-sale fixed income investments and (iii) held-to-
maturity fixed income investments ((ii) and (iii) are described above in the net interest income section as interest
income from investments in debt securities). LB Panama manages its investment portfolio in a comprehensive
manner that considers individual return of each one of these three categories and the total return of the investment
securities portfolio.

Total income from investment securities (comprised of income on investments in debt securities and net trading
income) decrease Ps 25.0 billion or 20.2%, from Ps 123.7 billion as of June 30, 2015 to Ps 98.6 billion as of June 30,
2016.

Other income (expense)

Total other income (expense) increased by 62.2% or Ps 128.5 billion to Ps 208.5 billion as of June 30, 2016.
The increase was mainly driven by a Ps 75.0 billion increase in foreign exchange gains (losses), net and a Ps 11.9
billion increase in other operating income. The increase in foreign exchange gains (losses) is explained by a
depreciation of the Costa Rican Colon against the U.S. dollar. These increases were partially offset by Ps 4.8 billion
decrease in gains on sale of investments, net and a Ps 2.1 billion decrease in income from sales of non-current assets
available for sale.
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Change June 30, 2016 vs Change June 30, 2016 vs

As of June

As of June 30, June 30, 2015 30, 2015 June 30, 2015 (adjusted) *
2016 2015 Ps % (adjusted)* Ps %
(in Ps billions) (in Ps billions)

Foreign exchange gains (losses), net............ 179.5 83.8 95.7 114.2 104.4 75.0 71.9
Gains on sales of investments, net................ 4.1 74 (3.3) (44.6) 9.0 (4.8) (54.0)
Income from sales of non-current assets

held for sale ........ccooveeiiiiiicee 1.3 2.9 @7 (56.9) 3.4 (2.1) (62.7)
Dividend income........... 0.0 0.0 0.0 N.A. 0.0 0.0 N.A.
Other operating income............. 23.6 9.4 14.3 152.9 11.7 11.9 101.6
Total other income (EXPeNSe) .........c.cceveeeee 208.5 103.5 105.0 101.5 128.5 80.0 62.2

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.
Other expenses

Total other expenses as of June 30, 2016 increased by 10.2% or Ps 146.8 billion to Ps 1,591.0 billion as
compared to June 30, 2015. This increase is mainly explained by a Ps 54.8 billion increase in personnel expenses
and a Ps 121.0 billion increase in administrative and other expenses. These increases were partially offset by a Ps
27.6 billion decrease in depreciation and amortization expense and a Ps 1.4 billion decrease in other expenses.

The increase in administrative and other expenses is explained by an increase in corporate expenses, and
international branding fees, among others.

Because LB Panama’s personnel and administrative expenses increased by 13.4% or Ps 175.8 billion, while its
operational income increased by 15.1% or Ps 356.5 billion, LB Panama’s efficiency ratio (calculated as personnel
and administrative and other expenses divided by net interest income, fees and other services income, net trading
income and other income excluding other) improved from 55.5% as of June 30, 2015 to 54.7% as of June 30, 2016.

As of June
Change June 30, 2016 vs 30, 2015 Change June 30, 2016 vs
As of June 30, June 30, 2015 (adjusted)* June 30, 2015 (adjusted) *
2016 2015 Ps % Ps %
(in Ps billions) (in Ps billions)

Personnel eXpenses .........covevveerirenns (788.7) (582.8) 205.9 35.3 (733.9) 54.8 7.5
Salaries and employee benefits....... (709.0) (527.2) 181.9 345 (663.8) 452 6.8
Bonus plan payments............ccccc..... (56.0) (40.3) 15.7 38.9 (50.9) 5.1 10.1
Termination payments .................... (23.7) (15.4) 8.3 54.1 (19.2) 45 234

Administrative and other expenses...... (694.6) (456.5) 238.1 52.2 (573.6) 121.0 211

Depreciation and amortization............ (93.1) (95.7) (2.6) 2.7) (120.7) (27.6) (22.9)

Wealth tax .......cocovvveincncccen, — — — N.A. — — N.A.

Other eXPeNnSES........c.ovvveevervinreneeninnes (14.6) (12.8) 18 14.0 (16.0) (1.4) (8.7

Total other expenses .........c.cccvveenee (1,591.0)  (1,147.8) 4432 38.6 (1,4442) 146.8 10.2

* June 30, 2015 figures are adjusted for the impact of the depreciation of the Colombian peso on a line by line basis.
Income tax expense

Income tax expense for LB Panama increased by 20.5% or Ps 35.8 billion to Ps 209.9 billion as of June 30,
2016. LB Panama’s effective tax rate (calculated as income tax expense divided by income before tax expense
minus dividends) slightly increased from 27.6% as of June 30, 2015 to 28.3% as of June 30, 2016.

Net income attributable to non-controlling interest

Net income attributable to non-controlling interest in LB Panama was not material in both June 30, 2016 and
June 30, 2015.
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Liquidity and capital resources

The following table sets forth our internal and external sources of consolidated liabilities at June 30, 2016 and
December 31, 2015.

Adjusted at
December 31, 2015

including
At June 30, At December  Corficolombiana as
2016 31, 2015 an investment(1)
(in Ps billions)

Liabilities and equity:

Trading DEriVAtIVES .....ccvieiieieiee et 434.7 874.5 480.6
DBPOSIES ..ttt bbbt 87,407.5 92,044.2 88,812.0
Interbank borrowings and overnight funds...........cccccoeviviveiccciccenn, 1,860.5 6,275.8 2,247.8
Bank 10ans and Others..........cooeiiieniiieneise e 15,823.2 20,470.0 18,525.6
BONAS ISSUBA ...ttt 6,358.1 6,999.3 4,997.9
Borrowing from development entities........ccccvevvivevevievciece e, 1,593.9 1,521.4 1,412.7
Hedging deriVatiVES ..........ccoiriiiiieeee e 105.0 338.2 324.9
PrOVISIONS ...ttt ettt st 231.1 583.6 325.6
Deferred tax [abilitieS ....co.oovvvieiiiiiecee e 137.5 1,265.9 431.4
Employee DENefits ........cooveiiiiiiiiiee e 492.3 536.8 460.9
Other labilIties ......oov i 2,492.5 3,923.0 2,824.0
Total Habilities ...coovieiieecee s 116,936.2  134,832.7 120,843.4
QLI L =T (U 2P 16,517.0 17,436.6 16,391.9
Total liabilities and eqUILY........ccocceveiirieiieee s 133,453.2 152,269.3 137,235.2

(1) Adjusted to include Corficolombiana as an investment in associates and joint ventures.

Banco de Bogota’s consolidated equity decreased by Ps 919.6 billion to Ps 16,517.0 billion at June 30, 2016
compared to Ps 17,436.6 billion at December 31, 2015. The decrease was mainly a result of the loss of control of
Corficolombiana. If Corficolombiana had been included at December 31, 2015 as an investment in associated and
joint ventures, Banco de Bogotéa’s consolidated equity would have increased by Ps 125.1 billion in 2015.

Capitalization ratios

The following table presents our unconsolidated capitalization ratios and those of our principal competitors at
June 30, 2016. For further information on our consolidated capital adequacy, see “—Capital Adequacy
Requirements” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Capital adequacy requirements” in the Initial Notes Offering Memorandum.

At June 30, 2016
(unconsolidated)

Banco de
Bogota pro BBVA
Banco de Bogota forma(l) Bancolombia  Davivienda Colombia
Tangible equity ratio(2) .......ccccoevreviierenninenn, 18.9% — 16.7% 10.3% 7.1%
TIEer 1 ratio(3) voeveeeeereieereeeee s 10.4% 14.4% 8.6% 8.6% 7.3%
SOIVENCY ratio(4) .o.veviverieiiiieiie e 19.9% 21.5% 17.4% 146%  13.0%

Source: Company calculations based on unconsolidated figures under Colombian IFRS on each entity’s respective
financial statements for the period indicated that are publicly available on the Superintendency of Finance
website.

(1) Pro forma to give effect to the pro forma adjustments described in the second table under “Capitalization.”

(2) Tangible equity ratio is calculated as equity minus goodwill and other intangible assets, divided by total assets
minus goodwill and other intangible assets. See “Summary—Summary financial and operating data—Non-
IFRS measures.”
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(3) Tier 1 ratio is calculated as primary capital divided by risk-weighted assets.

(4) Solvency ratio is calculated as primary capital divided by risk-weighted assets. For a definition of technical
capital see “Management’s Discussion and Analysis of Financial Condition and Results of Operation—Capital
adequacy requirements” in the Initial Notes Offering Memorandum.

We are required by the Superintendency of Finance to maintain a solvency ratio of at least 9.0% of our total
risk-weighted assets and a measure of core solvency for Common Equity Tier 1, which requires higher quality
capital and is set at a minimum of 4.5% of risk-weighted assets.

Funding

We fund the majority of our assets with deposits. Other sources of funding include interbank borrowings and
overnight funds, and borrowings from development banks and long-term bond issuances.

The following table summarizes our consolidated funding structure at the dates indicated.

Adjusted at
December 31, 2015

At June 30, At December excluding
2016 31, 2015 Corficolombiana(2)
(in Ps billions)
ChecKing 8CCOUNES........cieiiie et 22,4375 24,877.9 24,877.9
TIME AEPOSIES. ...evveeeseieieeiietie et eneas 35,938.6 38,739.3 35,468.7
SAVINGS TEPOSIES ...vvveieierieiiie et 28,751.2 28,165.3 27,378.6
Other AEPOSIES ......cvcveveeiiiieeieiei ettt 280.1 261.6 233.6
TOtal dEPOSITS ..c.veveceieiecierie e 87,407.5 92,044.2 87,958.8
Interbank and overnight fUNAS ..., 1,860.5 6,275.8 2,247.8
Borrowings from banks and other (1) ..o 17,417.1 21,991.5 19,790.4
LONG-tErM deDt ... 6,358.1 6,999.3 4,997.9
Total other fUNAING.........ccccoiiiieieiecccccceee e, 25,635.7 35,266.6 27,036.1
Total FUNAING......coiiieice s 113,043.1  127,310.7 114,994.9

(1) Include borrowings from development entities.
(2) Adjusted to exclude Corficolombiana’s operations.

At June 30, 2016, our total funding (excluding Corficolombiana at December 31, 2015) decreased by 1.7%
mainly as a result of a Ps 551.4 billion decrease in total deposits and Ps 1,400.4 billion decrease in other funding
(primarily borrowing from banks and other). In 2015 our total funding increased by 30.4% mainly as a result of a
Ps 18,391.4 billion increase in total deposits and Ps 11,279.1 billion increase in other funding (primarily borrowing
from banks and other).

At June 30, 2016, deposits and borrowings from banks and others accounted for 77.3% and 15.4% of our total
funding sources, respectively. Interbank and overnight funds, and long-term debt accounted for 1.6% and 5.6% of
our total funding sources, respectively. In 2015 (excluding Corficolombiana), deposits and borrowings from banks
and others accounted for 76.5% and 17.2% of our total funding sources, respectively. Interbank and overnight funds,
and long-term debt accounted for 2.0% and 4.3% of our total funding sources, respectively.

Our funding base also benefits from the highest available local credit ratings for us and Porvenir, as assigned by
BRC Standard and Poor S.A. S.C.V., an affiliate of Standard and Poor’s Inc., or “Standard and Poor’s.”

The current ratings of our 5.00% Senior Notes due 2017 by Moody’s, Fitch and Standard and Poor’s are Baa2,
BBB and BBB-, respectively. Our 5.375% Subordinated Notes due 2023 are rated by Moody’s and Fitch at Ba2 and
BBB, respectively. Finally, our 6.250% Subordinated Notes due 2026 have ratings from Moody’s and Fitch of Ba2
and BBB-, respectively. All ratings are negative outlook. Any adverse change in credit ratings may increase the cost
of our funding. See “Risk Factors—Risks relating to our businesses and industry—Risks relating to our banking
business—Downgrades in our long-term credit ratings or in the credit ratings of our principal subsidiaries would
increase the cost of, or impair access to, funding” in the Initial Notes Offering Memorandum. We believe that our
working capital is sufficient to meet the company’s present requirements and that the current level of funding of
each of our banks is adequate to support its business.
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The following table presents our consolidated funding from deposits at the dates indicated.

Adjusted at
December 31, 2015

At June 30, At December 31, excluding
2016 2015 Corficolombiana(l)
(in Ps billions)
Interest-bearing deposits:
Checking 8CCOUNTS .........cviuiiiiriiiecie e 13,933.3 14,796.4 14,796.4
TIME AEPOSITS ...veeeieticie e e 35,938.6 38,739.3 35,468.7
SAVINGS AEPOSIES ....v.vvvvevreerieiririe et 28,751.2 28,165.3 27,378.6
Total interest-bearing deposits...........ccoevvrereienensinenee e 78,623.0 81,701.0 77,643.7
Non-interest-bearing deposits:
CheckKing 8CCOUNTS .........cviuiiiiriiicirie e 8,504.3 10,081.6 10,081.6
Other dePOSILS ...cvovvveereieieieirr e 280.1 261.6 233.6
Total non-interest-bearing deposits.........c.cccocvvvereirssninnnns 8,784.4 10,343.1 10,315.1
TOtal AEPOSITS .....ocvevecieire et e 87,407.5 92,044.2 87,958.8

(1) Adjusted to exclude Corficolombiana’s operations.

Checking accounts. Our consolidated balance of checking accounts was Ps 22,437.5 billion at June 30, 2016
and Ps 24,877.9 billion at December 31, 2015, representing 19.8% and 19.5% of our total funding requirements,
respectively.

Time deposits. Our consolidated balance of time deposits was Ps 35,938.6 billion at June 30, 2016 and
Ps 38,739.3 billion at December 31, 2015 (Ps 35,468.7 billion excluding Corficolombiana), representing 31.8% and
30.4% (30.8% excluding Corficolombiana) of our total funding requirements, respectively.

The following table presents time deposits held at June 30, 2016, by amount and maturity.

At June 30, 2016

Foreign
Peso- currency-
denominated denominated Total
(in Ps billions)
UP L0 3 MONENS ..ottt 3,679 8,904 12,583
From 310 6 MONENS.......ccoiiiiiii ettt eres 1,886 3,975 5,861
From 6 10 12 MONTNS.......cciiiiiiie ettt e 4,253 4,250 8,504
More than 12 MONTNS .......c.coiviiie e, 1,807 3,265 5,072
Time deposits less than U.S.$100,000% ...........covoieieeeeeeeeeeeeeeeeeeeeeeeeeee 1,912 2,007 3,919
QLI | PO 13,537 22,402 35,939

(1) Equivalent to Ps 291.9 million at the representative market rate of June 30, 2016 of Ps 2,919.01 per U.S.$1.00.

Savings deposits. Our consolidated balance of savings deposits was Ps 28,751.2 billion at June 30, 2016 and Ps
28,165.3 billion at December 31, 2015 (Ps 27,378.6 billion excluding Corficolombiana), representing 25.4% and
22.1% (23.8% excluding Corficolombiana) of our total funding requirements, respectively, in each of those both
periods.

Other deposits. Our consolidated balance of other deposits, which consist of deposits from correspondent banks,
cashier checks and collection services, was Ps 280.1 billion at June 30, 2016 and Ps 261.6 billion at December 31,
2015 (Ps 233.6 billion excluding Corficolombiana), representing 0.2% of our total funding requirements in both
periods.

Interbank borrowings and overnight funds. Our consolidated balance of interbank borrowings and overnight
funds was Ps 1,860.5 billion at June 30, 2016 and Ps 6,275.8 billion at December 31, 2015 (Ps 2,247.8 billion
excluding Corficolombiana), representing 1.6% and 4.9% (2.0% excluding Corficolombiana) of our total funding
requirements, respectively.
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The following table sets forth our short-term borrowings consisting mainly of interbank borrowings and
overnight funds, including repurchase agreements, for the periods indicated.

At June 30, 2016

Amount Nominal rate (annual)

(in Ps billions, except percentages)

Short-term borrowings
Interbank borrowings and overnight funds

ENd Of PEIIOG ..o 1,860.5 —
Average during PEIOU ........cuierieiiiiieese et 4,068.1 5.6%
Interest paid during the Period...........c.cccvereiiieneiieneeee e 113.0 —

As part of their interbank transactions, our banks maintain a portfolio of government securities and private
sector liquid debt instruments used to obtain overnight funds from other financial institutions or investment funds by
selling such securities and simultaneously agreeing to repurchase them. Due to the short-term nature of this source
of funding, these transactions are volatile and are generally composed of Colombian government securities.

Borrowings from banks and others. Borrowings from banks are provided by correspondent banks and by
governmental entities to promote lending to specific sectors of the Colombian economy (development entities). This
funding, which mainly has fully matched maturities and interest rates with related loans, totaled Ps 17,417.1 billion
at June 30, 2016 and Ps 21,991.5 billion at December 31, 2015 (Ps 19,790.4 excluding Corficolombiana),
representing 15.4% and 17.3% (17.2% excluding Corficolombiana) of our total funding requirements.

Bonds. We issue bonds in the Colombian and international markets. Our consolidated balance of bonds
outstanding was Ps 6,358.1 billion at June 30, 2016 and Ps 6,999.3 billion at December 31, 2015 (Ps 4,997.9 billion
excluding Corficolombiana), representing 5.6% and 5.5% (4.3% excluding Corficolombiana) of our funding
requirements, respectively. On December 19, 2011, we issued U.S.$600 million (Ps 1,163.6 billion at the date of
issuance and Ps 1,787.3 billion at June 30, 2016) of 5.00% Senior Notes due 2017, on February 19, 2013 we issued
U.S.$500 million (Ps 897.3 hillion at the date of the issuance and Ps 1,482.5 billion at June 30, 2016) of our 5.375%
Subordinated Notes due 2023 and on May 12, 2016 we issued U.S.$600 million (Ps 1,774.1 billion at the date of
issuance and Ps 1,727.3 billion at June 30, 2016) of our 6.250% Subordinated Notes due 2026.

Capital expenditures

We incurred Ps 129.0 billion of capital expenditures in the first half of 2016, as compared to Ps 143.1 billion in
the first half of 2015. Capital expenditures reflects our own-use property, plant and equipment, particularly land,
buildings, office equipment, furniture and fixtures, vehicles, equipment and machinery, and computer hardware.

Research and development, patents and licenses, etc.

Other than our technology program, we do not have any significant policies or projects relating to research and
development, and we own no patents or licenses. See “Business—Other corporate information—Technology” in the
Initial Notes Offering Memorandum.

Off-balance sheet arrangements

In the ordinary course of business, we have entered into various types of off-balance sheet arrangements,
including credit lines, letters of credit and financial guarantees. The contractual amount of these instruments
represents the maximum possible credit risk should the counterparty draw down the entire commitment or our bank
fulfill its entire obligation under the guarantee, and the counterparty subsequently fails to perform according to the
terms of the contract. We may hold cash or other liquid collateral to support these commitments, and we generally
have legal recourse to recover amounts paid but not recovered from customers under these instruments. Most of
these commitments and guarantees expire undrawn. As a result, the total contractual amount of these instruments
does not represent future cash requirements, because lines of credit can expire or may not be used in whole or in
part. In addition, some of these commitments, primarily those related to consumer financing, are cancelable by our
banks upon notice.
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The following table presents the maximum potential amount of future payments under these instruments at the
dates presented for Banco de Bogota on a consolidated basis.

At June 30, At December 31,
2016 2015
(in Ps billions) (1)

Unused liNeS Of Credit.........ooveiiiiiiiiiiicee e 19,506.6 20,471.0
(070] | =1 (=T -1 PR OTRORRR 2,861.5 2,896.5
Unused letters of Credit ....c.oovvviiiieiie e 589.2 805.6
OVEIAraft HMIES ..vveiieiiieiei ettt s ebeebe e 159.4 183.5
Unused credit card lMitS........cocoieiieiie e 13,324.1 13,759.8
Opened 1ines Of Credit .........cciviieiieicie e 2,338.4 2,291.7
Approved 10ans NOt diSHUISE .........ccocireiiiiiiieiee e 35.0 178.7
OBNEIS ..ttt ettt ettt be e ae b et e ete et 199.0 355.2

Commitments to disburse funds for capital eXpenses..........cccocvevrerennn 632.3 725.9
CoNtracts fOr PUICRASES .......cviiriiiiiiecre e 4.0 3.2
OPEratiNg LEASE .....cveviieieiiiieirtee sttt 628.3 722.7

Demands agaiNSt US .......c.cceiuiiieiieeiieiesese e ste e siesre e e s eaesee e snens 383.9 762.2
LADOT CASES ...ttt sttt sttt ettt s sttt sttt sttt st et et st ne s 60.4 65.3
VIl CASES ...ttt ettt st b et b et et seears 258.8 551.9
Administrative cases ant OtET .........cccccvvveiieieiei e 64.8 145.0

0] 7| OO 20,522.9 21,959.1

Contractual obligations
The following tables present our contractual obligations at June 30, 2016.

At June 30, 2016
Payments due by period

Less than 1 More than 5
Total year 1-3years 3-5years years
(in Ps billions)

Liabilities:
Long-term debt obligations.............ccccceevererrnnnne. 6,358.1 2,786.0 406.0 766.8 2,399.4
TimMe dePOSItS.....eveiiirieicicrecre s 35,938.6 30,440.5 3,851.5 857.8 788.8
Long-term borrowings from banks and

OLNEIS .o 15,823.2 7,029.7 3,104.7 2,119.9 3,568.9
Repurchase agreements .........cccoceveevieeveeviesneenns 1,860.5 1,860.5 — — —
Employee benefit plans ...........cccooeeviieiienennns 492.3 289.3 55.8 90.4 56.8
TOUAl oo 604726 424060 74180 38348 68138

Risk management
The guiding principles of risk management at Banco de Bogoté and considerations about credit risk, liquidity
risk, operational risk, market risk and non-trading instruments is described in the Initial Notes Offering

Memorandum. However, some figures at June 30, 2016 are provided below in order to update relevant information
and changes in liquidity risk, market risk and non-trading instruments.

Liquidity risk

We have adequate liquidity, as shown in the following table. The three-month cumulative liquidity gap values
for the six-month periods ended June 30, 2016 and December 31, 2015 reflect our unconsolidated figures.
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Six-month period

ended Year ended
Three-month cumulative liquidity position June 30, 2016 December 31, 2015
(in Ps billions)
Banco de Bogota (unconsolidated)
Total assets and CONLINGENCIES .....cvcveieriereere e cese e 14,733 16,452
Total liabilities, equity and CONtINGENCIES ........cecvvveieierere e 13,179 14,758
[T [UTTo LAY T o OSSPSR 1,554 1,693
NEet liquid aSSEES (NLA) ...ecvveieie ettt st 3,039 1,782
Liquidity gap PIUS NLA ..ot 4,593 3,475

The following tables show our short-term liquidity index and the IRL Ratio on an unconsolidated basis at
June 30, 2016 and December 31, 2015, expressed in Ps billions and as a percentage.

Banco de Bogota (unconsolidated)

At June 30, 2016 At December 31, 2015
(in Ps billions)  (in percentages)  (in Ps billions)  (in percentages)
IRL — 7 dAYS .o 7,849 1034% 7,302 980%
IRL — 15 days .ooeeieieieere e 6,843 471% 6,391 433%
IRL — 30 dayS .ooveeeerieveenie et 5,309 257% 4,603 230%

On a consolidated basis, we analyze the remaining contractual maturities on our financial assets and financial
liabilities in order to maintain adequate liquidity levels.

Market Risk Management
Regulatory VaR

The following table shows the VaR calculation relating to each of the risk factors described in the Initial Notes
Offering Memorandum and based on the Superintendency of Finance Methodology (Regulatory VaR) for the six-
month period ended June 30, 2016, and December 31, 2015. The averages, minimums and maximums are
determined based on end-of-the-month calculations.

Adjusted at

At December 31, 2015
December 31, excluding
Six-month period ended June 30, 2016 2015 Corficolombiana(1)
Period end Average Maximum Minimum Period end
(in Ps millions)
Interest rate risk VaR .........ccccceevvnenn, 353,349 624,008 711,827 353,349 660,761 394,248
Foreign exchange rate risk VaR ........ 36,707 31,870 39,316 26,940 23,162 19,926
Variations in stock price risk VaR..... 5,090 13,063 15,089 5,090 13,321 4,068
Fund risk VaR........cccoeieniiieennnns 160,643 155,306 161,021 149,082 ~ 151,678 148,232
Total market risk VaR ................... 555,789 824,246 909,405 555,789 848,922 566,474

(1) Adjusted to exclude Corficolombiana’s operations.

Internal Models for VaR Calculation

In addition to Regulatory VaR, we use internal models to measure VaR in order to determine and control our
main risks under normal operating conditions. In particular, we use internal models to oversee the interest rate risk
of our investment portfolio. We use internal models to measure VaR of our full investment portfolio on a daily basis.

We have made some modifications to our Parametric VaR methodology in order to adjust it to an Expected
Shortfall model or Conditional VAR (CVAR). This methodology estimates the expected loss in the tail of the risk
market distribution as the weighted average of the loss over the traditional VAR measure. In other words, the
Expected Shortfall assesses the likelihood (at a specific confidence level) that a specific loss will exceed the value at
risk. CVaR is a risk assessment technique often used to reduce the probability that a portfolio will incur large losses.

86



The following table shows the interest rate VaR calculation based on internal models as of June 30, 2016 and
December 31, 2015 on a ten-day horizon (using an adjustment factor applied to VaR on a one day horizon), for both
new and previous models. The averages, minimums and maximums as of June 30, 2016 for the new model are
determined based on daily calculations except for BAC Credomatic, which are determined based on an end-of-the-
month basis.

Interest Rate Risk VaR (Per Internal Model)

Adjusted excluding
Banco de Bogota Banco de Bogota Corficolombiana
(new model)  (previous model)  (previous model)(1)

(in Ps millions)

2016
AS OFJUNE 30 124,127 — —
AVEIAGE ...t 124,066 — —
MAXIMUM ..o ere e be e srae b 163,025 — —
MINIMUM . et 78,724 — —
2015
AS 0F DECEMDEr 3L.....oiiiviiiciiiicecce e 135,573 153,596 118,336

(1) Adjusted to exclude Corficolombiana’s operations.

Non-trading instruments

Non-trading instruments consist primarily of loans and deposits. The bank’s primary market risk exposure in
non-trading instruments is interest rate risk, which arises from the possibility of changes in market interest rates.
Such changes in market interest rates affect our net interest income due to timing differences on the repricing of
assets and liabilities. We are also affected by gaps in maturity dates and interest rates in the different asset and
liability accounts.

As part of our management of interest rate risk, we analyze the interest rate mismatches between our interest-
earning assets and our interest-bearing liabilities. Our sensitivity analysis based on hypothetical changes of 50 and
100 basis point shifts in interest rates would have decreased our profit before taxes by Ps 68.4 billion and Ps 136.8
billion for the year ended December 31, 2015, respectively, and by Ps 72.9 billion and Ps 145.8 billion for the six-
month period ended June 30, 2016, respectively.

Additionally, the Superintendency of Finance rules require us to measure foreign exchange rate risk VaR not
only for treasury book positions but also for all assets and liabilities denominated in foreign currencies. Our non-
trading instruments are exposed to foreign exchange rate risk primarily from loans and deposits denominated in U.S.
dollars. This foreign exchange rate risk is monitored under the VaR methodology described above.

Capital adequacy requirements

Decree 2555 of 2010 (as modified by Decree 1771 of 2012, Decree 1648 of 2014, and Decree 2392 of 2015)
sets forth capital adequacy requirements for Colombian credit institutions. Since August 1, 2013, technical capital
for Colombian credit institutions consist of the sum of basic capital (patrimonio basico), or primary capital (Tier I),
and secondary capital (patrimonio adicional), or secondary capital (Tier I1). In addition, Primary capital (Tier I)
consists of the sum of ordinary basic capital (patrimonio basico ordinario), or Common Equity Tier I, and additional
basic capital (patrimonio basico adicional), or Additional Tier I.

A credit institution’s technical capital must be at least 9.0% of that institution’s total risk-weighted assets and
must also comply with a measure of “core solvency” for Common Equity Tier 1, which requires higher quality
capital set at a minimum of 4.5% of risk-weighted assets.

Pursuant to Decree 2555 of 2010 (as amended), the Superintendency of Finance must grant prior approval of the
eligibility of a debt, equity or hybrid instrument in order to be classified as Common Equity Tier I, Additional Tier |
or Tier Il.
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The following tables set forth our reported consolidated capital adequacy information at June 30, 2016 and
December 31, 2015. The capital adequacy information at December 31, 2015 previously reported in the Initial Notes
Offering Memorandum was restated in order to include cumulative translation adjustments (CTA). In accordance
with TAS 21, Banco de Bogota’s audited interim consolidated financial statements include in the equity, the
translation foreign currency effect, which is calculated as follows: (1) assets and liabilities for balance sheet are
translated at the closing Colombian peso-U.S. dollar rate at the date of that balance sheet; (2) income and expenses
for income statement are translated at Colombian peso-U.S. dollar rates of each transaction; and (3) all resulting
exchange differences are recognized in other comprehensive income (OCI), in the CTA account.

Subscribed capital...........cccoeiiiiiiiii
Reserves and profits........ccccooivieiircieicsi s
NON-controlling INtErest.........ccovvve e
Unconsolidated financial sector investments............cccccceevvnnne

Less/more others

GOOAWIHL ...
Unamortized pension liabilities .........cccceeviveieviecieccceins
Cumulative translation adjustments............ccoeovvereienincinennns
(@] 11T TSSO
Primary capital (TIer 1) ..o
Reserves and ProfitS.........cccceviiniienincisee e
NON-coNtrolling INtErest...........cccoveriienineire e
Unrealized gains/losses on securities available for sale®.........
VaIUALIONS ...
Subordinated bonds / obligations............cccccvevviievie e,

Less:

DEPreCiations........cccvevvveiiiieiie e
LeSS/MOTE OTNETS......cviieiiiriiiiicrie e
Computed secondary capital (Tier 1) ......ccccoevveriininiiiennns
Technical capital..........ccooviiiiiiii
Risk-weighted @SSetS.........ccviriiieiieiee e
A L L ]SS
Regulatory value at risk® ............c..ccccoovveimrecieeeeeeeeeean,
Risk-weighted assets including regulatory value at risk...........

Primary capital (Tier 1) to risk-weighted assets including

regulatory value at risK..........cccccvevveiiiieiie i

Secondary capital (Tier I1) to risk-weighted assets

including regulatory value at risK.........cccccevvveveiiecieciennenn,
SOIVENCY FAtio™ ...

Banco de Bogota consolidated

At December 31,
At December 31, 2015- Previously
At June 30, 2016 2015 — Restated Reported
(in Ps billions)
3.3 3.3 3.3
11,169.7 10,306.6 10,306.6
— 1,138.2 1,138.2
(3,323.1) (33.4) (23.5)
(2,566.6) (2,630.4) (2,630.4)
2,722.1 3,5687.5 —
(594.3) (884.9) (884.9)
7,411.1 11,486.8 7,909.2
1,641.1 567.9 567.9
— 799.3 799.3
(125.8) (391.9) (391.9)
— 149.7 149.7
5,316.9 3,905.2 3,905.2
— (8.3) (8.3)
24.7 22.5 22.5
6,856.9 5,044.5 5,044.5
14,268.0 16,531.3 12,953.7
103,163.5 112,227.7 112,237.6
555.8 848.9 848.9
6,175.4 9,4325 9,432.5
109,338.9 121,660.2 121,670.1
6.8% 9.4% 6.5%
6.3% 4.1% 4.1%
13.0% 13.6% 10.6%

(1) Unrealized gains/losses on securities available for sale do not flow through the statement of income until such

securities are disposed of and the gain or loss is realized.

(2) Regulatory value at risk consists of value at risk multiplied by (100/9) as required by the Superintendency of
Finance. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—

Capital adequacy requirements” in the Initial Notes Offering Memorandum.

(3) Solvency ratio is calculated as technical capital to risk-weighted assets including regulatory value at risk.
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DESCRIPTION OF THE NEW NOTES

The Bank will issue the new notes described in this offering memorandum pursuant to a supplemental indenture
(the “supplemental indenture”) to be dated the closing date, to the indenture dated as of May 12, 2016 (the
“Indenture”), between the Bank and Citibank, N.A., as trustee, registrar, paying agent and transfer agent (the
“trustee”). A copy of the Indenture will be available for inspection during normal business hours at the corporate
trust office of the trustee in New York City and any other paying agents. You should refer to the Indenture for a
complete description of the terms and conditions of the new notes and the Indenture, including the Obligations of the
Bank and your rights. The new notes offered hereby will be fungible with and vote together with the existing notes
as a single class under the indenture and will have the same terms as those of the existing notes, except that (1) any
new notes issued pursuant to Regulation S will trade separately under temporary CUSIP and ISIN numbers until at
least the expiration of a 40-day restricted period under Regulation S and (2) any new notes issued pursuant to Rule
144 A will trade under temporary CUSIP and ISIN numbers until the Trustee and DTC transition the new notes to
the CUSIP and ISIN numbers applicable to the existing Rule 144A notes following the first interest payment date.

The new notes sold pursuant to Rule 144A will have identical terms as the existing notes held in the Rule 144A
global note, except as otherwise provided herein. In order to facilitate the first interest payment, the new notes sold
pursuant to Rule 144A will have temporary CUSIP and ISIN numbers until at least the first interest payment date.
As promptly as possible following the first interest payment date, these new notes sold pursuant to Rule 144A are
expected to be fungible with and trade under the same CUSIP and ISIN numbers as the existing notes held in the
Rule 144A global note. We expect, however cannot guarantee, the Trustee and DTC to require five business days to
transition the notes sold pursuant to Rule 144A to the same CUSIP and ISIN numbers as the existing Rule 144A
notes.

The new notes sold pursuant to Regulation S will have identical terms as the existing notes held in the
Regulation S global note, except as otherwise provided herein. Until at least the 40th day following delivery of the
new notes, new notes sold pursuant to Regulation S will have temporary CUSIP and ISIN numbers. Thereafter such
new notes will trade under the same CUSIP and ISIN numbers as the existing notes held in the Regulation S global
note.

The following is a summary of the material terms and provisions of the new notes. The following summary
does not purport to be a complete description of the new notes and is subject to the detailed provisions of, and
qualified in its entirety by reference to, the Indenture. Definitions of certain terms used in this description are set
forth under “—Definitions.” As used in this “Description of the New Notes™ section, the “Bank” means Banco de
Bogota, S.A., a sociedad anénima organized and existing under the laws of Colombia, and its successors, but not
any of its subsidiaries.

The new notes are being issued by the Bank as subordinated notes under the laws of Colombia (with the effects
set forth in Decree 2555 of 2010). The new notes are not treated under the banking laws and regulations of
Colombia as bank deposits, and holders are not required to open accounts with the Bank. Holders will not have
recourse to deposit insurance or any other protections afforded to depositors in financial institutions under the laws
of any jurisdiction.

Under Colombian banking laws, financial institutions are permitted to issue subordinated debt, including the
new notes, and to include the outstanding aggregate principal amount of the subordinated debt as a component of
Tier Two Capital. Technical Capital consists of Common Equity Tier One Capital, Additional Tier One Capital, and
Tier Two Capital, which includes subordinated debt such as the new notes. However, under current capital adequacy
rules, (i) beginning with the year ended December 31, 2018, the amount of subordinated debt that will be eligible to
be included in Tier Two Capital will be equal to 90% of the aggregate outstanding amount of such subordinated
debt, (ii) commencing on January 1, 2019 and ending on December 31, 2025, such percentage will decrease by 10%
each year, and (iii) from January 1, 2026, subordinated debt will not be eligible to be included in Tier Two Capital.
Notwithstanding the preceding sentence, beginning on the fifth year prior to the maturity of the subordinated debt,
the amount of such subordinated debt that will be eligible to be included in Tier Two Capital will be the lesser of (a)
the amount of such subordinated debt calculated as indicated in the preceding sentence and (b) the amount of such
subordinated debt depreciated during the five-year period prior to maturity of such debt using the straight line
depreciation method on an annual basis. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Capital adequacy requirements” in the Initial Offering Memorandum for a description of
current and future capital adequacy rules.
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General

The

new notes will:

have identical terms and conditions, except as otherwise provided herein, as the existing notes and will be
fungible with the existing notes and constitute a single series and vote as a single class of notes under the
Indenture, following expiration of the 40-day restricted period under Regulation S;

be direct, unsecured and subordinated obligations of the Bank, junior in right of payment to all existing and
future senior liabilities of the Bank;

rank pari passu with other subordinated obligations

initially be issued in an aggregate principal amount of U.S.$500,000,000;
be issued at 102.155%, plus accrued interest from May 12, 2016;

mature on May 12, 2026;

be issued in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess
thereof; and

be represented by registered notes in global form and may be exchanged for notes in certificated form only
in limited circumstances.

Interest on the new notes will:

The

accrue on their outstanding principal amount at the rate of 6.250% per year; provided that if the Bank
defaults on the payment of principal, premium, if any, interest or such other amounts as may be payable in
respect of the new notes, the Bank will pay interest on overdue principal and premium, if any, at the rate
borne by the new notes plus 1.000% per year, and it will pay interest on overdue installments of interest at
the same rate to the extent lawful;

accrue from the date of issuance or from the most recent interest payment date;

be payable in cash semi-annually in arrears on May 12 and November 12 of each year, commencing on
November 12, 2016;

be payable to the holders of record on the April 27 and October 28 immediately preceding the related
interest payment dates except that the record date for the first interest payment date for the new notes shall
be on or about November 4, 2016 (whether or not any such record date is a business day). If the issue date
of the new notes is after that date, purchasers will be required to pay the additional accrued interest through
the closing date; and

be computed on the basis of a 360-day year comprised of twelve 30-day months.

Bank may from time to time, without notice or consent of the holders of the new notes, create and issue an

unlimited principal amount of additional notes having the same terms and conditions (except for issue date, issue
price and, if applicable, the first interest payment date) as, and forming a single series with, the existing notes and
the new notes; provided that, if the additional notes are not fungible with the notes for U.S. federal income tax
purposes, the additional notes will have separate CUSIP and ISIN numbers.

The

new notes will not and the Indenture does not contain a covenant limiting the amount of additional

indebtedness or other obligations that we or our subsidiaries may incur.

Subordination of the notes

The

payment of all obligations on or relating to the notes will be subordinated in right of payment to the

prior payment in full in cash or cash equivalents of all obligations due in respect of Senior External
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Liabilities of the Bank, whether outstanding on the Issue Date or incurred after that date and will be senior
only to all classes of the Bank’s capital stock and subordinated debt that is expressly junior to the notes. The
notes will rank pari passu with all other unsecured and subordinated Indebtedness of the Bank, if any, that
complies with the requirements set forth in Decree 2555 (or any other Colombian law or regulation regulating
Tier Two Capital in effect from time to time), other than subordinated Indebtedness, that, under its terms, is
designated as junior to the notes. Pursuant to Colombian banking laws, the notes will constitute “subordinated
bonds” (bonos subordinados).

The creditors holding Senior External Liabilities will be entitled to receive payment in full in cash or
cash equivalents of all obligations due in respect of Senior External Liabilities before the holders will be
entitled to receive any payment or distribution of any kind or character with respect to any obligations on or
relating to the notes in the event of any distribution to creditors of the Bank:

e inatotal or partial liquidation, dissolution or winding up of the Bank; or
¢ inthe event that the SFC takes possession of the Bank and determines to liquidate the Bank.

As a result of these subordination provisions in the event of a liquidation of the Bank, the new notes will
be senior only to the Bank’s capital stock and subordinated debt that is expressly junior to the new notes, and,
accordingly, holders may recover less ratably than creditors of the Bank who hold Senior External Liabilities.

At June 30, 2016, the Bank had unconsolidated subordinated indebtedness equivalent to U.S.$1,680.8 million
and did not have any secured indebtedness. At June 30, 2016, the Bank had total unconsolidated Senior External
Liabilities equivalent to U.S.$21,429.2 million. At June 30, 2016, the Bank’s subsidiaries had external liabilities
equivalent to U.S.$18,451.0 million.

Open market purchases

The Bank or its affiliates may at any time purchase notes in the open market or otherwise at any price. Notes so
purchased by the Bank may be held, resold in accordance with the Securities Act of 1933, as amended, or any
exemption therefrom, or surrendered to the trustee for cancellation, unless such purchase, resale or surrender for
cancellation would have the effect of disqualifying all of the outstanding notes from Tier Two Capital status under
applicable Colombian banking law, except for any transactions which result in no notes being outstanding. Such
right shall not be construed as an option or right of pre-payment, cancellation or similar right of the holders.

Payments

The Bank will make all payments on the notes exclusively in U.S. dollars or such other currency of the United
States as at the time of payment will be legal tender for the payment of public and private debts.

The Bank will make payments of principal of and premium, if any, and interest on the notes to the paying
agents. The trustee will initially act as a paying agent with respect to the new notes. So long as the new notes are
listed on the Luxembourg Stock Exchange for trading on the Euro MTF market, the Bank will also maintain a
paying agent in Luxembourg.

The Bank will pay interest on the outstanding principal amount of the notes to the Persons in whose name the
notes are registered on the relevant record date (which, in the case of global notes, will be DTC) and will pay
principal of and premium, if any, on the notes to the Persons in whose name the notes are registered at the close of
business on the fifteenth day before the due date for payment (which, in the case of global notes, will be DTC).
Payments of principal, premium, if any, and interest in respect of each note will be made by the paying agents by
wire transfer to a U.S. dollar account maintained by the payee with a bank in New York City. The Bank will make
final payments of principal and premium, if any, only upon surrender of the relevant notes at the specified office of
the trustee or any of the paying agents.

Under the terms of the Indenture, payment by the Bank of any amount payable under the notes to the paying
agents in accordance with the Indenture will satisfy the obligation of the Bank to make such payment; provided that
the liability of any paying agent will not exceed any amounts paid to it by the Bank, or held by it, on behalf of the
holders under the Indenture. The Bank has agreed in the Indenture to indemnify the holders in the event that there is
subsequent failure by the trustee or any paying agent to pay any amount due in respect of the notes in accordance
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with the Indenture as will result in the receipt by the holders of such amounts as would have been received by them
had no such failure occurred.

All payments will be subject in all cases to any applicable tax or other laws and regulations, but without
prejudice to the provisions of “—Additional amounts.” No fees or expenses will be charged to the holders in respect
of such payments.

Subject to applicable law, the trustee and the other paying agents, if any, will pay to the Bank upon request any
monies held by them for the payment of principal, premium, if any, or interest that remains unclaimed for two
years, and, thereafter, holders entitled to such monies must look to the Bank for payment as general creditors. After
the return of such monies by the trustee or the other paying agents to the Bank, neither the trustee nor the other
paying agents, if any, will be liable to the holders in respect of such monies.

Form, denomination and title

The new notes will be issued in fully registered form without coupons attached in minimum denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.

Notes sold in reliance on Regulation S will be represented by a permanent global note in fully registered form
without coupons deposited with a custodian for and registered in the name of a nominee of DTC. Notes sold in
reliance on Rule 144A will be represented by a permanent global note in fully registered form without coupons
deposited with a custodian for and registered in the name of a nominee of DTC. Beneficial interests in the global
notes will be shown on, and transfers thereof will be effected only through, records maintained by DTC and its
direct and indirect participants, including Euroclear and Clearstream. Except in certain limited circumstances,
definitive registered notes will not be issued in exchange for beneficial interests in the global notes.

Title to the new notes will pass by registration in the register. The holder of any note will (except as otherwise
required by law) be treated as its absolute owner for all purposes (whether or not it is overdue and regardless of any
notice of ownership, trust or any interest in it, writing on, or theft or loss of, the definitive note issued in respect of
it) and no Person will be liable for so treating the holder.

Transfer of notes

Notes may be transferred in whole or in part in an authorized denomination upon the surrender of the note to be
transferred, together with the form of transfer endorsed on it duly completed and executed, at the specified office of
the registrar or any transfer agent. Transfer of beneficial interests in the global notes will be effected only through
records maintained by DTC and its participants. Notes will be subject to certain restrictions on transfer as more fully
set out in the Indenture and as described under “Transfer Restrictions.”

The trustee will initially act as the registrar and as a transfer agent with respect to the new notes. So long as the
new notes are listed on the Luxembourg Stock Exchange for trading on the Euro MTF market and the rules of such
exchange so require, the Bank will also maintain a transfer agent in Luxembourg.

Transfers will be effected without charge by or on behalf of the Bank, the registrar or the transfer agents, but
upon payment, or the giving of such indemnity or security as the registrar or the relevant transfer agent may require,
in respect of any tax or other governmental charges which may be imposed in relation to it.

No holder may require the transfer of a note to be registered during the period of 15 days ending on the due date
for any payment of principal of or premium, if any, or interest on that note.

Additional amounts

All payments by the Bank in respect of the new notes will be made free and clear of and without any
withholding or deduction for or on account of any present or future Taxes (as defined below), unless the withholding
or deduction of such Taxes is required by law or the official interpretation thereof, or by the administration thereof.
If the Bank will be required by any law of any Taxing Jurisdiction (as defined below) to withhold or deduct any
Taxes from or in respect of any sum payable under the new notes, the Bank will (a) pay such additional amounts
(“Additional Amounts”) as may be necessary in order that the net amounts receivable by holders of any new notes
after such withholding or deduction equal the respective amounts which would have been receivable by such holders
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in the absence of such withholding or deduction, (b) make such withholding or deduction, and (c) pay the full
amount withheld or deducted to the relevant tax or other authority in accordance with applicable law, except that no
such Additional Amounts will be payable in respect of any new note:

(i)  tothe extent that such Taxes are imposed or levied by reason of such holder (or the beneficial owner)
having some connection with the Taxing Jurisdiction other than the mere holding (or beneficial
ownership) of such new note or receiving principal or interest payments on the new note (including but
not limited to citizenship, nationality, residence, domicile, or existence of a business, permanent
establishment, a dependent agent, a place of business or a place of management present or deemed
present in the Taxing Jurisdiction);

(if)  tothe extent that any Tax is imposed other than by deduction or withholding from payments of principal
of or premium, if any, or interest on the new notes;

(iii)  in the event that the holder (or beneficial owner) fails to comply with any certification, identification or
other reporting requirement concerning its nationality, residence, identity or connection with the Taxing
Jurisdiction if (1) compliance is required by applicable law, regulation, administrative practice or treaty
as a precondition to exemption from all or part of the Taxes, and (2) the Bank has given the holders (or
beneficial owners) at least 30 days prior notice that they will be required to comply with such
requirement;

(iv) inthe event that the holder fails to surrender (where surrender is required) the new note for payment
within 30 days after the Bank has made available a payment of principal or interest, provided that the
Bank will pay Additional Amounts to which a holder would have been entitled had the new note been
surrendered on the last day of such 30-day period,;

(v)  to the extent that such Taxes are imposed by reason of an estate, inheritance, gift, personal property,
value added, use or sales tax or any similar taxes, assessments or other governmental charges;

(vi) by or on behalf of a holder who would have been able to avoid such withholding or deduction of Taxes
by presenting the relevant new note to another paying agent in a member state of the European Union; or

(vii) any combination of items (i) through (vi) above.

In addition, no Additional Amounts will be paid (i) to a holder that is a fiduciary or a partnership or not the sole
beneficial owner of such payment to the extent that a beneficiary or settlor with respect to such fiduciary, a member
of such partnership or such beneficial owner would not have been entitled to receive the Additional Amounts had
such beneficiary, settlor, member or beneficial owner been the holder or (ii) with respect to any withholding or
deduction that is imposed in connection with Sections 1471-1474 of the U.S. Internal Revenue Code of 1986, as
amended, and the U.S. Treasury regulations thereunder (“FATCA”), any intergovernmental agreement between the
United States and any other jurisdiction implementing, or relating to, FATCA or any law, regulation or official
guidance enacted or issued in any jurisdiction with respect thereto.

“Taxes” means all taxes, withholdings, duties, assessments or governmental charges of whatever nature
(including any penalties, interest and other liabilities relating thereto) imposed or levied by or on behalf of Colombia
or the jurisdiction of incorporation of any successor entity to the Bank or the jurisdictions of any paying agents or, in
each case, any political subdivision thereof or any authority or agency therein or thereof having power to tax (each, a
“Taxing Jurisdiction”).

The Bank will provide the trustee with the official acknowledgment of the relevant taxing authority (or, if such
acknowledgment is not available, other reasonable documentation) evidencing any payment of any Taxes in respect
of which the Bank has paid any Additional Amounts. Copies of such documentation will be made available to the
holders of the new notes or the paying agents, as applicable, upon request therefor.

The Bank will also pay any present or future stamp, issue, registration, court or documentary taxes or any excise
or property taxes, charges or similar levies (including any penalties, interest and other liabilities relating thereto)
which arise in any jurisdiction from the execution, delivery, registration or the making of payments in respect of the
new notes, excluding any such taxes, charges or similar levies imposed by any jurisdiction that is not a Taxing
Jurisdiction other than those resulting from, or required to be paid in connection with, the enforcement of the new
notes following the occurrence of any Default or Event of Default.
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All references in this offering memorandum to principal of and premium, if any, and interest on the new notes
will include any Additional Amounts payable by the Bank in respect of such principal, premium, if any, and interest.

Covenants
The Indenture contains the following covenants:
Mergers, consolidations and transfers of assets

The Bank will not consolidate with or merge into, or sell, lease, convey or transfer, in one transaction or a series
of transactions, all or substantially all of the Bank’s properties and assets to any Person, unless:

(1) the surviving entity, if other than the Bank, is organized and existing under the laws of Colombia or the
United States and assumes under a supplemental indenture all of the Obligations under the notes and the
Indenture;

(2) immediately prior to such transaction and immediately after giving effect to such transaction, no Default
or Event of Default will have occurred and be continuing; and

(3) the Bank or the surviving entity will have delivered to the trustee an Officers’ Certificate and an Opinion
of Counsel, in form and substance satisfactory to the trustee, stating that such consolidation, merger, sale,
assignment, conveyance, transfer, lease or other disposition, and if a supplemental indenture is required in
connection with such transaction, such supplemental indenture, comply with the requirements of the
Indenture and that all conditions precedent in the Indenture relating to such transaction have been satisfied
and that the Indenture and the notes constitute legal, valid and binding obligations of the continuing
person, enforceable in accordance with their terms.

The trustee will be entitled to fully rely exclusively and conclusively on, and will accept with no liability
therefor, such Officers’ Certificate and Opinion of Counsel as sufficient evidence of the satisfaction of the
conditions precedent set forth in this covenant, in which event it will be conclusive and binding on the holders.

Maintenance of office or agent for service of process

The Bank will maintain an office or agent for service of process in the Borough of Manhattan, The City of New
York, where notices to and demands upon the Bank in respect of the notes and the Indenture may be served.
Initially, this agent will be the Banco de Bogota S.A., New York Agency, and the Bank will agree not to change the
designation of such agent without prior notice to the trustee and designation of a replacement agent in the Borough
of Manhattan, The City of New York.

Reporting requirements

The Bank will cause to be provided to the trustee (1) in English (or accompanied by an English translation
thereof) as soon as available and in any case within 75 days after the end of each first and third fiscal quarters, its
unaudited unconsolidated balance sheet and statement of income and its unaudited balance sheet and statement of
income consolidated for its banking and other financial institution subsidiaries, in each case, calculated in
accordance with IFRS and as reported to the Superintendency of Finance, and (2) in English (or accompanied by an
English translation thereof) as soon as available and in any case within 135 days after the end of each second quarter
and fiscal year, its audited consolidated and unconsolidated balance sheet, statement of income, statement of
changes in stockholders’ equity and statement of cash flow, at and for the six month periods then ended, calculated
in accordance with IFRS and accompanied by a report thereon by an independent public accountant of recognized
international standing, together with an English translation of the management report (informe de gestion) that the
Bank sends to its shareholders.

For as long as the notes are “restricted securities” within the meaning of Rule 144(a)(3) under the Securities
Act, the Bank will furnish to any holder of notes issued under Rule 144A, or to any prospective purchaser
designated by such holder of notes, upon request of such holder of notes, financial and other information described
in paragraph (d)(4) of Rule 144A with respect to the Bank to the extent required in order to permit such holder of
notes to comply with Rule 144A with respect to any resale of its note, unless during that time the Bank is subject to
the reporting requirements of Section 13 or 15(d) of the Exchange Act, or is exempt from reporting pursuant to Rule
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12g3-2(b) under the Exchange Act and no such information about the Bank is otherwise required pursuant to Rule
144A.

Delivery of such reports, information and documents to the trustee is for informational purposes only, and the
trustee's receipt of such shall not constitute constructive notice of any information contained therein or determinable
from information contained therein, including the Bank’s compliance with any of its covenants hereunder (as to
which the trustee is entitled to fully rely both conclusively and exclusively on Officers' Certificates with no liability
therefor).

Further actions

The Bank will, at its own cost and expense, satisfy any condition or take any action (including the obtaining or
effecting of any necessary consent, approval, authorization, exemption, filing, license, order, recording or
registration) at any time required, as may be necessary, in accordance with applicable laws and/or regulations, to be
taken, fulfilled or done in order to (i) enable the Bank to lawfully enter into, exercise its rights and perform and
comply with its Obligations under the Indenture and the notes, as the case may be; (ii) ensure that its Obligations
under the Indenture and the notes are legally binding and enforceable; (iii) make the Indenture and the notes
admissible in evidence in the courts of the State of New York and Colombia; (iv) preserve the enforceability of, and
maintain the trustee’s rights under, the Indenture; and (v) respond to any reasonable requests received from the
trustee to facilitate the trustee’s exercise of its rights and performance of its Obligations under the Indenture and the
notes, including exercising and enforcing its rights under, and carrying out the terms, provisions and purposes of, the
Indenture and the notes.

Events of default
Each of the following is an “Event of Default” with respect to the notes:

(1) failure by the Bank to pay interest on any of the notes when it becomes due and payable and the
continuance of any such failure for thirty (30) days;

(2) failure by the Bank to pay the principal on any of the notes when it becomes due and payable, whether at
stated maturity or otherwise, and the continuance of such failure for seven (7) days;

(3) the Bank or any Significant Subsidiary pursuant to or within the meaning of any Bankruptcy Law:
(@) commences a voluntary case;
(b) consents to the entry of an order for relief against it in an involuntary case;
(c) consents to the appointment of a Custodian of it or for all or substantially all of its assets;
(d) makes a general assignment for the benefit of its creditors;
(e) is subject to any other Intervention Measure or Preventive Measure; or

(4) acourt of competent jurisdiction or relevant entity enters an order or decree under any Bankruptcy Law
that:

(a) is for relief against the Bank or any Significant Subsidiary as debtor in an involuntary case;

(b) appoints a Custodian of the Bank or any Significant Subsidiary or a Custodian for all or substantially
all of the assets of the Bank or any Significant Subsidiary; or

(c) orders the liquidation of the Bank or any Significant Subsidiary, and the order or decree remains
unstayed and in effect for sixty (60) days.

If the Bank fails to make payment of principal of or interest or Additional Amounts, if any, on the notes (and, in
the case of payment of principal such failure to pay continues for seven (7) days, or in the case of interest or
Additional Amounts, such failure to pay continues for thirty (30) days), each holder will have the right to demand
and collect under the Indenture and the Bank will pay to the holders the applicable amount of such due and payable
principal, accrued interest and Additional Amounts, if any, on the notes; provided, however, that to the extent that
the SFC has adopted an Intervention Measure in connection with the Bank, under the Bankruptcy Law, the holders
will not be able to commence proceedings to collect amounts owed outside the intervention proceeding.
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The trustee will not be charged with knowledge of any Default or Event of Default or knowledge of any cure of
any Default or Event of Default unless either (i) an authorized officer of the trustee with direct responsibility for the
Indenture has actual knowledge of such Default or Event of Default or (ii) written notice of such Default or Event of
Default has been given to the trustee by the Bank or any holder as provided for in the Indenture.

The Bank will deliver to the trustee, within ten (10) business days after obtaining actual knowledge thereof,
written notice as provided for in the Indenture of any Default or Event of Default that has occurred and is still
continuing, its status and what action the Bank is taking or proposing to take in respect thereof. The Indenture will
provide that the trustee may withhold notice to the holders of any Default or Event of Default (except in payment of
principal of, or interest or premium (and Additional Amounts), if any, on the notes) if the trustee in good faith
determines that it is in the interest of the holders.

Subject to, and to the extent permitted by, the subordination provisions of the notes, no holder shall have any
right to institute any proceeding, judicial or otherwise with respect to the Indenture, or for the appointment of a
receiver or trustee, or for any other remedy thereunder, unless:

e such holder has previously given written notice to the trustee of a continuing Event of Default with respect
to the notes;

o the holders of not less than 25% in principal amount of the outstanding notes shall have made written
request to the trustee to institute proceedings in respect of such Event of Default in its own name as trustee
thereunder;

o such holder or holders have offered to the trustee an indemnity or security reasonably satisfactory to the
trustee against the costs, expenses and liabilities to be incurred in compliance with such request;

o the trustee for 60 days after its receipt of such notice, request and offer of indemnity or security has failed
to institute any such proceeding; and

e no direction inconsistent with such written request has been given to the trustee during such 60-day period
by the holders of a majority in principal amount of the outstanding notes, it being understood and intended
that no one or more of such holders shall have any right in any manner whatsoever by virtue of, or by
availing of, any provision of the Indenture to affect, disturb or prejudice the rights of any other of such
holders, or to obtain or to seek to obtain priority or preference over any other of such holders or to enforce
any right under the Indenture, except in the manner therein provided and for the equal and ratable benefit of
all such holders;

provided, however, that to the extent that the SFC has adopted Intervention Measures in connection with the Bank,
under the Bankruptcy Law, holders will not be able to commence proceedings to collect amounts owed outside such
Intervention Measures.

There is no right of acceleration in the case of a default in any payment on the notes (whether when due or
otherwise) or the performance of any of the Bank’s other obligations under the Indenture or the notes. See “Risk
Factors—Risks Relating to the offering and the notes—Holders of notes will not have the right to accelerate the
notes” in the Initial Notes Offering Memorandum. Notwithstanding the immediately preceding sentence, holders
will have the right to accelerate the payments due under the notes during the occurrence of an Event of a Default;
provided that there will have been a change, amendment or modification to the Colombian banking laws that would
permit such right without disqualifying the notes from Tier Two Capital status and the holders exercise such right in
accordance with applicable Colombian banking law.

Subject to, and to the extent permitted by, the subordination provisions of the notes, if any Event of Default
occurs and is continuing, the trustee may pursue any available remedy (excluding acceleration, except as provided
herein) to collect the payment of principal and interest on the notes or to enforce the performance of any provision
of the Notes or the Indenture; provided, however, that to the extent that the SFC has adopted Intervention Measures
in connection with the Bank, under the Bankruptcy Law, holders will not be able to commence proceedings to
collect amounts owed outside such Intervention Measures.

Notwithstanding any other provision of the Indenture other than the subordination provisions of the notes, the
holder of any note shall have the right, which is absolute and unconditional, to receive payment of the principal of
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and premium, if any, and interest on such note and to institute suit for the enforcement of any such payment
(excluding acceleration, except as provided herein), and such rights shall not be impaired without the consent of
such holder; provided, however, that to the extent that the SFC has adopted Intervention Measures in connection
with the Bank, under the Bankruptcy Law, holders will not be able to commence proceedings to collect amounts
owed outside such Intervention Measures.

Defeasance

The Bank may at any time irrevocably deposit with the trustee in trust, for the benefit of the holders of the
notes, money or U.S. government obligations, or a combination thereof, in such amounts as will be sufficient, in the
opinion of an internationally recognized firm of independent public accountants expressed in a written certificate
delivered to the trustee upon which the trustee shall be entitled to exclusively, fully and conclusively rely with no
liability therefor, without consideration of any reinvestment, to pay the principal of and premium, if any, and interest
on the notes to maturity and comply with certain other conditions, including the delivery of an opinion of U.S.
counsel as to certain tax matters upon which the trustee shall be entitled to exclusively, fully and conclusively rely
with no liability therefor. Consequently, the Bank will be released from all of its obligations with respect to the notes
except for certain obligations (“defeasance”), including those regarding any trust established for a defeasance and
obligations to register the transfer or exchange of the notes, to replace mutilated, destroyed, lost or stolen notes and
to maintain agencies in respect of notes. This will also release the Bank from its obligations under certain covenants
set forth in the Indenture, and any omission to comply with such obligations will not constitute a Default or an Event
of Default with respect to the notes issued under the Indenture (“covenant defeasance”). Defeasance shall not be
construed as an option or right of pre-payment or similar right or option.

Amendment, supplement, waiver

Subject to certain exceptions, the Indenture and the notes may be amended or supplemented with the written
consent of the holders of at least a majority in principal amount of the notes then outstanding, and any Default or
Event of Default and its consequences may be waived with the consent of the holders of at least a majority in
principal amount of the notes then outstanding. However, without the consent of each holder of an outstanding note
affected thereby, no amendment may:

(1) reduce the rate of or extend the time for payment of interest on any note;
(2) reduce the principal of or change the Stated Maturity of any note;

(3) reduce the amount payable upon the redemption of any note or change the time at which any note may be
redeemed,

(4) change the currency for payment of principal of or premium, if any, or interest on any note;
(5) impair the right to institute suit for the enforcement of any payment on or with respect to any note;

(6) waive a Default or Event of Default in the payment of principal of and premium, if any, and interest on the
notes;

(7) amend or modify any provisions of any future guarantee or collateral that may be added in the future with
respect to the notes in a manner that could materially and adversely affect the holders;

(8) modify or change the subordination provisions, including related definitions, of the notes or the Indenture
in a manner that could materially and adversely affect the holders (except for any modifications that are
desirable, or necessary to comply with Decree 2555 of 2010 or its successors including, but not limited to
Decree 1771 of 2012 and to Decree 2392 of 2015);

(9) reduce the principal amount of notes whose holders must consent to any amendment, supplement or
waiver; or

(10) make any change in the amendment or waiver provisions which require each holder’s consent.

The trustee and the holders of the notes will receive prior notice as described under “—Notices” of any
proposed amendment to the Indenture or the notes described in this paragraph.

The consent of the holders of the notes is not necessary to approve the particular form of any proposed
amendment. It is sufficient if such consent approves the substance of the proposed amendment.
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The Bank and the trustee may, without notice to or the consent or vote of any holder of the notes, amend or
supplement the Indenture or the notes for the following purposes:

(1) to cure any ambiguity, defect or inconsistency (including, without limitation, any inconsistency between
the text of the Indenture or the notes and the description of the Indenture and the notes contained in this
“Description of the New Notes” section of this offering memorandum);

(2) to comply with the covenant described under “—Covenants—Mergers, consolidations and transfers of
assets”;

(3) to add guarantees or collateral with respect to the notes;

(4) to add to the covenants of the Bank for the benefit of holders of the notes;

(5) to surrender any right conferred by the Indenture upon the Bank;

(6) to evidence and provide for the acceptance of an appointment by a successor trustee;

(7) to provide for the issuance of additional notes; or

(8) to make any other change that does not materially and adversely affect the rights of any holder of the notes.

After an amendment described in the preceding paragraphs becomes effective, the Bank is required to mail to
the holders a notice briefly describing such amendment; however, the failure to give such notice to all holders of the
notes, or any defect therein, will not impair or affect the validity of the amendment.

Any notes owned by the Bank or any of their Affiliates will be disregarded for purposes of determining whether
holders of the requisite principal amount of notes outstanding have given any request, demand, authorization,
direction, consent or waiver under the Indenture.

Notices

For so long as notes in global form are outstanding, notices to be given to holders will be given to DTC, in
accordance with its applicable policies as in effect from time to time. If notes are issued in individual definitive
form, notices to be given to holders will be deemed to have been given upon the mailing by first class mail, postage
prepaid, of such notices to holders of the notes at their registered addresses as they appear in the trustee’s records. In
addition, so long as the notes are listed on the Luxembourg Stock Exchange for trading on the Euro MTF market and
the rules of such exchange so require, notices will also be published in a leading newspaper having general
circulation in Luxembourg (which is expected to be Luxembourger Wort) or on the website of the Luxembourg
Stock Exchange (www.bourse.lu). If such publication is not practicable, notice will be considered to be validly given
if otherwise made in accordance with the rules of the Luxembourg Stock Exchange. Any such notice will be deemed
to have been delivered on the date of first publication.

No personal liability of directors, officers, employees and shareholders

No director, officer, employee or shareholder of the Bank will have any liability for any obligations of the Bank
under the new notes or the Indenture or for any claim based on, in respect of, or by reason of, such obligations or the
creation of such obligations. Each holder by accepting a note waives and releases all such liability. Such waiver and
release are part of the consideration for issuance of the new notes. The waiver may not be effective to waive
liabilities under the U.S. Federal securities laws.

Trustee
Citibank, N.A. is the trustee under the Indenture.

The Indenture contains provisions for the indemnification of the trustee and for its relief from responsibility.
The obligations of the trustee to any holder are subject to such exculpations, immunities and rights as are set forth in
the Indenture.

Except during the continuance of an Event of Default, the trustee need perform only those duties that are
specifically set forth in the Indenture and no others, and no implied covenants or obligations will be read into the
Indenture against the trustee. In case an Event of Default has occurred and is continuing, the trustee will exercise
such of those rights and powers vested in it by the Indenture, and use the same degree of care and skill in their
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exercise, as a prudent person would exercise or use under the circumstances in the conduct of such person’s own
affairs. No provision of the Indenture will require the trustee to expend or risk its own funds or otherwise incur any
financial liability in the performance of its duties thereunder, or in the exercise of its rights or powers, unless it
receives indemnity or security satisfactory to it against any loss, liability or expense.

The Bank and its Affiliates may from time to time enter into normal banking and trustee relationships with the
trustee and its Affiliates.

The trustee may hold notes in its own name.

In the event that the new notes are listed on the Luxembourg Stock Exchange for trading on the Euro MTF
Market, the Bank shall use their commercially reasonable efforts to maintain such listing; provided that if, as a result
of the European Union regulated market amended Directive 2004/109/EC (the “Transparency Directive™) or any
legislation implementing the Transparency Directive or other directives or legislation, the Bank could be required to
publish financial information either more regularly than it otherwise would be required to or according to accounting
principles which are materially different from the accounting principles which the Bank would otherwise use to
prepare its published financial information, the Bank may delist the new notes from the Luxembourg Stock
Exchange in accordance with the rules of the exchange and may seek, but is not required to seek, an alternative
admission to listing, trading and/or quotation for the new notes on a different section of the Luxembourg Stock
Exchange or by such other listing authority, securities exchange and/or quotation system inside or outside the
European Union as the Board of Directors of the Bank may decide.

Registrar, transfer agent and paying agents

The trustee will initially act as registrar for the notes. The trustee will also act as transfer agent and paying agent
for the notes. The Bank has the right at any time to change or terminate the appointment of the registrar, any paying
agents or any transfer agents and to appoint a successor registrar or additional or successor paying agents or transfer
agents in respect of the notes. Registration of transfers of the notes will be effected without charge, but upon
payment (with the giving of such indemnity as the Bank and the trustee may require) in respect of any tax or other
governmental charges that may be imposed in relation to it.

For so long as the new notes are listed on the Luxembourg Stock Exchange for trading on the Euro MTF
market, the Bank will maintain a paying agent and transfer agent in Luxembourg. The Bank has initially appointed
Banque Internationale a Luxembourg S.A. as Luxembourg paying agent and transfer agent. To the extent that the
Luxembourg paying agent is obliged to withhold or deduct tax on payments of interest or similar income, the Bank
will, to the extent permitted by law, ensure that it maintains an additional paying agent in a Member State of the
European Union that is not obliged to withhold or deduct tax pursuant to European Council Directive 2003/48/EC or
any other Directive on the taxation of savings implementing the conclusions of the European Council of Economic
and Finance Ministers (ECOFIN) meeting of 26 and 27 November 2000 or any law implementing or complying
with, or introduced in order to conform to, such Directive.

Banque Internationale a Luxembourg S.A. has also been appointed as listing agent.
Governing law, submission to jurisdiction and claims

The Indenture is and the new notes will be governed by, and construed in accordance with, the laws of the State
of New York.

Each of the parties to the Indenture will submit to the jurisdiction of the U.S. federal and New York state courts
located in the Borough of Manhattan, New York City for purposes of all legal actions and proceedings instituted in
connection with the Indenture and the new notes. The Bank has appointed Banco de Bogota S.A., New York
Agency, 375 Park Avenue, Suite 3407, New York, New York 10152, as its authorized agent upon which process
may be served in any such action.

According to the laws of the State of New York, claims against the Bank for the payment of principal of and

premium, if any, and interest on the notes must generally be made within six years from the due date for payment
thereof.
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Waiver of immunities

To the extent that the Bank may claim for itself or its assets immunity from a suit, execution, attachment,
whether in aid of execution, before judgment or otherwise, or other legal process in connection with the Indenture or
notes and to the extent that in any jurisdiction there may be immunity attributable to the Bank or its assets, whether
or not claimed, the Bank will for the benefit of the holders irrevocably waive and agree not to claim such immunity
to the full extent permitted by law.

Currency indemnity

U.S. dollars are the sole currency of account and payment for all sums payable by the Bank under or in
connection with the Indenture and the notes, including damages. Any amount received or recovered in a currency
other than U.S. dollars (whether as a result of, or of the enforcement of, a judgment or order of a court of any
jurisdiction, in the winding-up or dissolution of the Bank or otherwise) by any holder of a note in respect of any sum
expressed to be due to it from the Bank will only constitute a discharge of the Bank to the extent of the U.S. dollar
amount that the recipient is able to purchase with the amount so received or recovered in that other currency on the
date of that receipt or recovery (or, if it is not practicable to make that purchase on that date, on the first date on
which it is practicable to do so). If that U.S. dollar amount is less than the U.S. dollar amount expressed to be due to
the recipient under any note, the Bank will indemnify such holder against any loss sustained by it as a result. In any
event, the Bank will indemnify the recipient against the cost of making any such purchase.

For the purposes of the preceding paragraph, it will be sufficient for the holder of a note to certify in a
satisfactory manner (indicating the sources of information used) that it would have suffered a loss had an actual
purchase of dollars been made with the amount so received in that other currency on the date of receipt or recovery
(or, if a purchase of dollars on such date had not been practicable, on the first date on which it would have been
practicable, it being required that the need for a change of date be certified in the manner mentioned above). These
indemnities constitute a separate and independent obligation from the other obligations of the Bank, will give rise to
a separate and independent cause of action, will apply irrespective of any indulgence granted by any holder of a note
and will continue in full force and effect despite any other judgment, order, claim or proof for a liquidated amount in
respect of any sum due under any note.

Definitions

The following is a summary of certain defined terms used in the Indenture. Reference is made to the Indenture
for the full definition of all such terms.

“amend” means to amend, supplement, restate, amend and restate or otherwise modify; and “amendment” will
have a correlative meaning.

“asset” means any asset or property.

“Affiliate” means, with respect to any specified Person, (a) any other Person which, directly or indirectly, is in
control of, is controlled by or is under common control with such specified Person or (b) any other person who is a
director or officer (i) of such specified Person, (ii) of any subsidiary of such specified Person or (iii) of any Person
described in clause (a) above. For purposes of this definition, control of a Person means the power, direct or indirect,
to direct or cause the direction of the management and policies of such Person whether by contract or otherwise and
the terms “controlling” and “controlled” have meanings correlative to the foregoing.

“Bankruptcy Law” means the provisions of the Financial Statute concerning bankruptcy of financial
institutions, Decree 2555, and any other Colombian law or regulation regulating the insolvency of financial entities
from time to time.

“Board of Directors” means, with respect to any Person, (i) in the case of any corporation, the board of directors
of such Person, (ii) in the case of any limited liability company, the board of managers of such Person, (iii) in the
case of any partnership, the board of directors of the general partner of such Person and (iv) in any other case, the
functional equivalent of the foregoing.

“business day” means a day other than a Saturday, Sunday or other day on which banking institutions in New
York or Colombia are authorized or required by law to close.
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“Decree 2555 means Decree 2555 of 2010, as amended from time to time, including but not limited, by Decree
1771 of 2012 and Decree 2392 of 2015.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“Default” means any event, act or condition that is, or after notice or passage of time or both would be, an Event
of Default.

“Exchange Act” means the U.S. Securities Exchange Act of 1934, as amended.
“Financial Statute” means Decree 663 of 1993, as amended, of the Republic of Colombia.
“holder” means the Person in whose name a note is registered in the register.

“IFRS” means International Financial Reporting Standards, as issued by the International Accounting Standards
Board, as in effect from time to time.

“Indebtedness” means, with respect to any Person, any obligation for the payment or repayment of money
borrowed or otherwise evidenced by debentures, notes, bonds, or similar instruments or any other obligation
(including all trade payables and other accounts payable and including payments relating to bank deposits) that
would appear or be treated as indebtedness upon a balance sheet if such Person prepared it in accordance with IFRS
as applicable to financial institutions.

“Intervention Measures” means the measures described in Article 114 of the Financial Statute that allow the
SFC to take possession of a financial institution.

“Issue Date” means the date on which the new notes are originally issued.

“Obligation” means any principal, interest, penalties, fees, indemnification, reimbursements, costs, expenses,
damages and other liabilities payable under any Indebtedness.

“Officer” means any of the following of the Bank: the Chairman of the Board of Directors, the Chief Executive
Officer, the Chief Financial Officer, the President, any Vice President, the Treasurer or the Secretary.

“Officers’ Certificate” means a certificate signed by two Officers.

“Opinion of Counsel” means an opinion from legal counsel, who may be an employee of or counsel for the
Bank, who is reasonably acceptable to the trustee, provided that an opinion of a nationally recognized legal counsel
selected by the Bank will be deemed reasonable.

“Person” means any individual, corporation, partnership, limited liability company, joint venture, incorporated
or unincorporated association, joint-stock company, trust, unincorporated organization, government or any agency
or political subdivision thereof or any other entity.

“Preventive Measures” means the measures described in Article 113 of the Financial Statute that the SFC can
take with respect to a financial institution prior to and in order to avoid having to take an Intervention Measure.

“SEC” means the U.S. Securities and Exchange Commission, or any successor thereto.
“Securities Act” means the U.S. Securities Act of 1933, as amended.

“Senior External Liabilities” means any liabilities to third parties that constitute external debt of the Bank
(pasivo externo) under Colombian banking laws (whether outstanding on the Issue Date or thereafter created,
incurred or assumed), unless, the instrument creating or evidencing the same or pursuant to which the same is
outstanding expressly provides that such external debt will not be senior in right of payment to the new notes. Under
Colombian banking laws, “external debt” (pasivo externo) means, in the case of the Bank, any and all liabilities to
third parties, as reflected in the unconsolidated financial statements of the Bank from time to time or any and all
liabilities to third parties in the event of liquidation.

“SFC” means the Colombian Financial Superintendency (Superintendencia Financiera de Colombia).

101



“Share Capital” means, with respect to any Person, any and all shares of capital stock, interests, rights to
purchase, warrants, options, participations or other equivalents of or interests in (however designated, whether
voting or non-voting), such Person’s equity including any preferred stock, but excluding any debt securities
convertible into or exchangeable for such equity.

“Significant Subsidiary” means any Subsidiary, including each of the consolidated subsidiaries of such
Subsidiary, that is scheduled as a consolidated subsidiary in note 1 (or its equivalent) of the Bank’s audited financial
statements as of and for the year ended December 31 of the most recently completed fiscal year for which audited
consolidated financial statements are available, that meets any of the following conditions:

(i) the Bank’s and its other Subsidiaries’ investments in and advances to the Subsidiary exceed 20% of the
total assets of the Bank and its Subsidiaries consolidated as of the end of the most recently completed fiscal
year; or

(if) the Bank’s and its other Subsidiaries’ proportionate share of the total assets (after intercompany
eliminations) of the Subsidiary exceeds 20% of the total assets of the Bank and its Subsidiaries
consolidated as of the end of the most recently completed fiscal year; or

(iii) the Bank’s and its other Subsidiaries’ equity in the income from continuing operations before income taxes,
extraordinary items and cumulative effect of a change in accounting principle of the Subsidiary exclusive
of amounts attributable to any non-controlling interests exceeds 20% of such income of the Bank and its
Subsidiaries consolidated as of the end of the most recently completed fiscal year

(it being understood that the foregoing definition will be interpreted in accordance with Rule 1-02 under Regulation
S-X promulgated by the SEC). Each Subsidiary of a Significant Subsidiary will itself be deemed to be a Significant
Subsidiary unless such Subsidiary, including each of the consolidated subsidiaries of such Subsidiary, does not meet
any of the above conditions, in which case neither such Subsidiary nor any of the consolidated subsidiaries of such
Subsidiary will be deemed to be a Significant Subsidiary. As of June 30, 2016, Leasing Bogota S.A., Panama is the
only Significant Subsidiary of the Bank.

“Stated Maturity” means, with respect to any security, the date specified in such security as the fixed date on
which any principal of such security is due and payable, including pursuant to any mandatory redemption or
purchase provision (but excluding any provision providing for the purchase of such security at the option of the
holder thereof upon the happening of any contingency unless such contingency has occurred).

“Subsidiary” means any Person of which more than 50% of the total voting power of shares of Share Capital or
other interests (including partnership interests) entitled (without regard to the occurrence of any contingency) to vote
in the election of directors, managers or trustees thereof is at the time owned or controlled, directly or indirectly, by
(a) the Bank, (b) the Bank and one or more Subsidiaries or (c) one or more Subsidiaries.

“Technical Capital” means the patrimonio técnico of banks consisting of Tier One Capital (patrimonio basico
ordinario), Additional Tier One Capital (patrimonio basico adicional) and Tier Two Capital (patrimonio adicional)
pursuant to Decree 2555, or any other Colombian law or regulation regulating the patrimonio técnico in effect from
time to time.

“Tier One Capital” means, “patrimonio basico ordinario”, as defined in Article 2.1.1.1.7 of Decree 2555 or any
other Colombian law or regulation regulating patrimonio basico ordinario in effect from time to time.

“Additional Tier One Capital” means, “patrimonio bésico adicional”, as defined in Article 2.1.1.1.8 of Decree
2555 or any other Colombian law or regulation regulating patrimonio bésico adicional in effect from time to time.

“Tier Two Capital” means, “patrimonio adicional”, as defined in Article 2.1.1.1.9 of Decree 2555 or any other
Colombian law or regulation regulating patrimonio adicional in effect from time to time.
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TAX CONSIDERATIONS
Certain Colombian taxation considerations

The following summary contains a description of the principal Colombian income tax considerations in
connection with the purchase, ownership and sale of the notes, but does not purport to be a comprehensive
description of all Colombian tax considerations that may be relevant to a decision to purchase the notes. This
summary does not describe any tax consequences arising under the laws of any state, locality or taxing jurisdiction
other than those of Colombia.

This summary is based on the tax laws of Colombia as in effect on the date of this offering memorandum, as
well as regulations, rulings and decisions in Colombia available on or before such date and now in effect. All of the
foregoing is subject to changes that could apply retroactively and could affect the continued validity of this
summary.

Prospective purchasers of the notes should consult their own tax advisors as to Colombian tax consequences of
the purchase, ownership and sale of the notes, including, in particular, the application of the tax considerations
discussed below to their particular situations, as well as the application of state, local, foreign or other tax laws.

Avrticle 25-a(3) as amended by Law 1607 of 2012, and Article 266(3) as amended by Law 1607 of 2012, of the
Colombian Tax Code (Estatuto Tributario) provide that indebtedness granted from outside of Colombia to local
banks is not considered Colombian source income for Colombian tax purposes and such indebtedness is not deemed
to be held in Colombia. Furthermore, Article 266(6) added by Law 1430 of 2010, provides that debt securities issued
by a Colombian issuer and traded abroad (traded in a foreign exchange system) are not deemed to be held in
Colombia.

As a result, under current Colombian law, payments of principal and interest on the notes to holders of the notes
who are not resident or domiciled in Colombia are not subject to Colombian income tax, and no income tax will be
withheld from payments by us to holders of the notes not resident or domiciled in Colombia.

In addition, and given that the notes will be deemed to be a loan possessed abroad, gains realized on the sale or
other disposition of the notes will not be subject to Colombian income tax or withholdings as long as the holder of
the notes is not a Colombian resident for tax purposes or is not domiciled in Colombia for tax purposes.

Residency and domicile for Colombian tax purposes

Pursuant to current Colombian law, non-Colombian entities and individuals who are not residents of Colombia
are subject to Colombian income tax, but only on Colombian-source income. Foreign entities whose effective place
of management is located in Colombia are considered as Colombian entities for tax purposes. Therefore, such
qualification implies that both foreign and Colombian source income obtained by such foreign entities is subject to
income tax in Colombia. The Colombian Tax Code provides the specific criteria and requirements to be considered
as an entity effectively managed from Colombia.

An entity is considered a Colombian entity if it is incorporated under the laws of Colombia, has its domicile in
the country or has its effective place of management in Colombia.

Likewise, an individual is deemed to be a tax resident of Colombia if he or she meets any of the following
criteria:

e Such person physically stays in Colombia for more than 183 calendar days within any given 365
consecutive day term;

e Such person has been serving the Colombian Government in a foreign state and that person has been
exempt from taxes during such service by virtue of the Vienna Conventions on diplomatic relations;

e  Such person is a Colombian national residing abroad and any of the following conditions are met:

1. Such person has a spouse or permanent companion, or dependent children, who are residents of
Colombia, or
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50% or more of such person’s total income is sourced in Colombia, or
50% or more of such person’s assets are managed in Colombia, or

50% or more of such person’s assets are deemed to be possessed in Colombia, or

a M N

Such person has been summoned by the Colombian Tax Office to provide proof of residency in
another country (other than Colombia) and has failed to provide such evidence, or

6. Such person is a resident of a country deemed a tax haven under Colombian law.
In any of the six cases immediately above, the Colombian national should not be considered as a tax resident if:

1. 50% or more of the individual’s annual income is sourced in the jurisdiction where he or she is a resident,
or

2. 50% or more of such individual’s assets are located in the jurisdiction where he or she is a resident.

Changes to tax laws and regulations, and interpretations thereof, can affect holders’ tax burden by increasing tax
rates, creating new taxes, limiting tax deductions, and eliminating tax incentives and tax-exempt income.

Certain U.S. federal income tax considerations

The following are certain U.S. federal income tax consequences to the U.S. Holders described below of owning
and disposing of new notes purchased in this offering at the price indicated on the cover of this offering
memorandum, and held as capital assets for U.S. federal income tax purposes.

You are a U.S. Holder if for U.S. federal income tax purposes you are a beneficial owner of a new note and are:
e acitizen or individual resident of the United States;

e acorporation, or other entity taxable as a corporation, created or organized in or under the laws of the
United States, any state therein or the District of Columbia; or

e an estate or trust the income of which is subject to U.S. federal income taxation regardless of its source.

This discussion does not describe all of the tax consequences that may be relevant to you in light of your
particular circumstances, including alternative minimum tax consequences and differing tax consequences that may
apply to you if you are, for instance:

o afinancial institution;

e aninsurance company;

e aregulated investment company;

e adealer or trader that uses a mark-to-market method of accounting;
e holding notes as part of a “straddle” or integrated transaction;

e aperson whose functional currency is not the U.S. dollar;

e apartnership for U.S. federal income tax purposes; or

e atax-exempt entity.

If you are a partnership for U.S. federal income tax purposes, the U.S. federal income tax treatment of your
partners will generally depend on the status of the partners and your activities.

This summary is based on the Internal Revenue Code of 1986, as amended (the “Code”), administrative

pronouncements, judicial decisions and final, temporary and proposed Treasury Regulations, changes to any of
which subsequent to the date of this offering memorandum may affect the tax consequences described herein. This
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summary does not address any aspect of state, local, or non-U.S. taxation, any taxes other than income taxes, or the
potential application of the Medicare contribution tax. If you are considering the purchase of new notes, you should
consult your tax adviser with regard to the application of the U.S. federal tax laws to your particular situation, as
well as any tax consequences arising under the laws of any state, local or non-U.S. taxing jurisdiction.

Interest

Subject to the discussion below under “Pre-acquisition accrued interest,” stated interest on a new note will be
taxable to you as ordinary interest income at the time it accrues or is received, in accordance with your method of
accounting for U.S. federal income tax purposes.

The amount of interest taxable as ordinary income will include amounts withheld in respect of any Colombian
taxes and any Additional Amounts paid with respect thereto. Interest income earned with respect to a new note will
constitute foreign-source income for U.S. federal income tax purposes, which may be relevant to you in calculating
your foreign tax credit limitation. The limitation on foreign taxes eligible for credit is calculated separately with
respect to specific classes of income and, for these purposes, interest on the new notes will generally be treated as
either “passive category” income or, with respect to certain U.S. Holders, “general category” income. Subject to
applicable limitations, some of which vary depending on your particular circumstances, any Colombian income
taxes withheld from interest income on a new note will be creditable against your U.S. federal income tax liability.
The rules governing foreign tax credits are complex, and you should consult your tax adviser regarding the
availability of foreign tax credits in your particular circumstances.

Pre-acquisition accrued interest

A portion of the price paid for the new notes offered hereby will be allocable to interest that accrued prior to the
date the new note is purchased (the “pre-acquisition accrued interest”). You may treat a portion of the interest
received on the first interest payment date, in an amount equal to the pre-acquisition accrued interest, as a
nontaxable return of the pre-acquisition accrued interest rather than as a payment of interest on the new note. It is
not clear in such instance whether the amount attributable to pre-acquisition accrued interest should be excluded
from your tax basis in the new notes at the outset or be reduced from your tax basis when the pre-acquisition accrued
interest is received.

Amortizable bond premium

If you purchase a new note for an amount that is greater than its principal amount (disregarding any pre-
acquisition accrued interest not included in income, as described above), you will be considered to have purchased
the new note with amortizable bond premium. In general, the amortizable bond premium with respect to any new
note is the excess of the purchase price over the principal amount, and you may elect to amortize this bond premium,
using a constant-yield method, over the remaining term of the new note. You generally may use the amortizable
bond premium allocable to an accrual period to offset stated interest otherwise required to be included in income
with respect to the new note in that accrual period. An election to amortize bond premium applies to all taxable debt
obligations then owned or thereafter acquired and may be revoked only with the consent of the Internal Revenue
Service (the “IRS”).

Sale or other taxable disposition of the new notes

Upon the sale or other taxable disposition of a new note, you will recognize taxable gain or loss equal to the
difference between the amount realized on the sale or other taxable disposition and your adjusted tax basis in the
new note. Your adjusted tax basis in the new note will generally be the cost of your new note, reduced by any bond
premium previously amortized and further reduced by pre-acquisition accrued interest not included in income, as
described above. Gain or loss, if any, will generally be U.S.-source income or loss for purposes of computing your
foreign tax credit limitation. For these purposes, the amount realized does not include any amount attributable to
accrued interest, which is treated as described under “Interest” above.

Gain or loss realized on the sale or other taxable disposition of a new note will generally be capital gain or loss
and will be long-term capital gain or loss if at the time of sale or other taxable disposition the new note has been
held for more than one year. Long-term capital gain recognized by non-corporate taxpayers is subject to reduced
U.S. federal income tax rates. The deductibility of capital losses is subject to limitations.
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Information with respect to foreign financial assets

Individuals (and certain entities controlled by individuals) that own “specified foreign financial assets” with an
aggregate value in excess of certain thresholds are generally required to file an information report with respect to
such assets with their tax returns. “Specified foreign financial assets” include any financial accounts maintained by
non-U.S. financial institutions, as well as debt securities of non-U.S. issuers not held in accounts maintained by
financial institutions. The new notes may be subject to these rules. U.S. Holders should consult their tax advisers
regarding the application of these rules to their ownership of the new notes.

Backup withholding and information reporting

Information returns may be filed with the IRS in connection with payments on the new notes and the proceeds
from a sale or other disposition of the new notes unless you are an exempt recipient. You may be subject to backup
withholding on these payments in respect of your new notes unless you provide your taxpayer identification number
and otherwise comply with applicable requirements of the backup withholding rules or you provide proof of an
applicable exemption. Amounts withheld under the backup withholding rules are not additional taxes and may be
allowed as a credit against your U.S. federal income tax liability and may entitle you to a refund, provided that the
required information is timely furnished to the IRS.
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PLAN OF DISTRIBUTION

We will enter into an agreement with HSBC Bank to issue the new notes to it in consideration for the surrender
of a promissory note that we originally issued to Grupo Aval Limited and which HSBC Bank will agree to purchase
from Grupo Aval Limited after the date hereof but prior to the settlement date of this offering, subject to, among
other things, the satisfaction of certain conditions precedent determined in the discretion of HSBC Bank. See “—
Relationships with the initial purchasers.” Subject to the terms and conditions contained in a purchase agreement
between us and the initial purchasers, we have agreed to deliver to the initial purchasers (on behalf and upon the
instruction of HSBC Bank), and each of the initial purchasers has, severally and not jointly, agreed to receive, the
principal amount of new notes that appears opposite its name in the table below.

Initial Purchaser Principal Amount of Notes
Credit Suisse Securities (USA), LLC ..ot U.S.$166,667,000
HSBC SecuritieS (USA) INC. ..voiiiiiieiiiieieiie et U.S.$166,667,000
J.P. MOrgan SECUMLIES LLC.......ceviveveieieeeececeitee sttt ses sttt U.S.$166,666,000
TOTAL b r bbbt r b e U.S.$500,000,000

The purchase agreement provides that the obligation of the initial purchasers to take delivery the new notes is
subject to certain conditions precedent and that the initial purchasers will take delivery all of the new notes if any of
the new notes are accepted. The initial purchasers may offer and sell the new notes through any of their affiliates.

We have agreed to indemnify the initial purchasers against certain liabilities, including liabilities under the
Securities Act, and to contribute to payments the initial purchasers may be required to make in respect of any of
these liabilities.

The new notes have not been and will not be registered under the Securities Act or any state securities laws. The
initial purchasers have agreed that they will offer or sell the new notes only (1) to qualified institutional buyers in
the United States in reliance on Rule 144A under the Securities Act and (2) outside the United States pursuant to
Regulation S under the Securities Act. See “Transfer Restrictions.”

In addition, until 40 days after the commencement of this offering, an offer or sale of new notes within the
United States by a dealer that is not participating in this offering may violate the registration requirements of the
Securities Act if that offer or sale is made otherwise than in accordance with Rule 144A.

Affiliates of Banco de Bogot4 may acquire a portion of the new notes offered hereby.
New issue of securities

The new notes are a new issue of securities with no established trading market. Application will be made to list
the new notes on the official list of the Luxembourg Stock Exchange for trading on the Euro MTF Market. However,
we cannot assure you that the application will be approved. The initial purchasers may make a market in the new
notes after completion of the offering, but will not be obligated to do so, and may discontinue any market-making
activities at any time without notice. Neither we nor the initial purchasers can provide any assurance as to the liquidity
of the trading market for the new notes or that an active public market for the new notes will develop. If an active
public trading market for the new notes does not develop, the market price and liquidity of the new notes may be
adversely affected.

No sales of similar securities

We have agreed that we will not, for a period of 30 days after the date of this offering memorandum, without
the prior written consent of Credit Suisse Securities (USA), LLC, HSBC Securities (USA) Inc. and J.P. Morgan
Securities LLC, offer, sell, contract to sell or otherwise dispose of any debt securities substantially similar to the new
notes offered hereby, except for the new notes sold to the initial purchasers pursuant to the purchase agreement.

Stabilization transactions

In connection with the offering of the new notes, the initial purchasers may engage in over-allotment and
stabilizing transactions but are not required to do so. Over-allotment involves sales in excess of the offering size,
which creates a short position for the initial purchaser. Stabilizing transactions involve bids to purchase the new notes
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in the open market for the purpose of pegging, fixing or maintaining the price of the new notes. Stabilizing
transactions may cause the price of the new notes to be higher than it would otherwise be in the absence of those
transactions. If the initial purchasers engage in stabilizing covering transactions, they may discontinue them at any
time.

Sales outside the United States

Neither we nor the initial purchasers are making an offer to sell, or seeking offers to buy, the new notes in any
jurisdiction where the offer and sale is not permitted. You must comply with all applicable laws and regulations in
force in any jurisdiction in which you purchase, offer or sell the new notes or possess or distribute this offering
memorandum, and you must obtain any consent, approval or permission required for your purchase, offer or sale of
the new notes under the laws and regulations in force in any jurisdiction to which you are subject or in which you
make such purchases, offers or sales. Neither we nor the initial purchasers will have any responsibility therefor.

Colombia

The new notes will be automatically registered in Colombia on the National Registry of Securities and Issuers
(Registro Nacional de Valores y Emisores) maintained by the Superintendency of Finance, however, the new notes
may not be offered to persons in Colombia except pursuant to a public offering pursuant to Section 6.13.1.1.1. of
Decree 2555 of 2010, as amended, or an exemption therefrom under Colombian law.

European Economic Area

In relation to each member state of the European Economic Area (each, a “Member State”) which has
implemented the Prospectus Directive (each, a “Relevant Member State”), with effect from and including the date
on which the Prospectus Directive is implemented in that Relevant Member State (the “Relevant Implementation
Date”), no offer of the new notes to the public in that Relevant Member State prior to the publication of a prospectus
in relation to the new notes which has been approved by the competent authority in that Relevant Member State or,
where appropriate, approved in another Relevant Member State and notified to the competent authority in that
Relevant Member State, all in accordance with the Prospectus Directive and the 2010 PD Amending Directive to the
extent implemented, except that it may, with effect from and including the Relevant Implementation Date, make an
offer of notes to the public in that Relevant Member State at any time:

e to any legal entity which is a “qualified investor” as defined in the Prospectus Directive or the 2010 PD
Amending Directive if the relevant provision has been implemented,;

e to fewer than (i) 100 natural or legal persons per Relevant Member State (other than “qualified investors”
as defined in the Prospectus Directive or the 2010 PD Amending Directive if the relevant provision has
been implemented) or (ii) if the Relevant Member State has implemented the relevant provision of the 2010
PD Amending Directive, 150 natural or legal persons per Relevant Member State (other than “qualified
investors” as defined in the Prospectus Directive or the 2010 PD Amending Directive if the relevant
provision has been implemented); or

e inany other circumstances falling within Article 3(2) of the Prospectus Directive or Article 3(2) of the
2010 PD Amending Directive to the extent implemented.

Each person in a Relevant Member State who initially acquires any notes as a “financial intermediary,” as that
term is used in Article 3(2) of the Prospectus Directive, will be deemed to have represented acknowledged and
agreed that (x) the new notes acquired by it in the offering have not been acquired on behalf of, nor have they been
acquired with a view to their offer or resale to, persons in any Relevant Member State other than “qualified
investors” as defined in the Prospectus Directive, or in circumstances in which the prior consent of the subscribers
has been given to the offer or resale, or (y) where notes have been acquired by it on behalf of persons in any
Relevant Member State other than “qualified investors” as defined in the Prospectus Directive, the offer of those
notes to it is not treated under the Prospectus Directive as having been made to such persons.

For the purposes of the foregoing, the expression “offer of notes to the public,” in relation to any notes in any
Relevant Member State, means the communication in any form and by any means of sufficient information on the
terms of the offer and the new notes to be offered so as to enable an investor to decide to purchase or subscribe the
new notes, as the same may be varied in that Member State by any measure implementing the Prospectus Directive
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in that Member State; “Prospectus Directive” means Directive 2003/71/EC, and includes any relevant implementing
measure in the Relevant Member State; and “2010 PD Amending Directive” means Directive 2010/73/EC.

United Kingdom
The initial purchasers have advised us that:

(@) they have only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the United Kingdom Financial Services and Markets Act of 2000 (“FSMA”) received by it
in connection with the issue or sale of such notes in circumstances in which Section 21(1) of the FSMA
does not, or would not, apply to us; and

(b) they have complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to any notes in, from or otherwise involving the United Kingdom.

Switzerland

The new notes may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange
(“SIX”) or on any other exchange or regulated trading facility in Switzerland.

This document has been prepared without regard to the disclosure standards for issuance prospectuses under
article 652a or article 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses
under article 27 et seq. of the SIX Listing Rules or the listing rules of any other exchange or regulated trading
facility in Switzerland. Neither this document nor any other offering or marketing material relating to the new notes
or the offering may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the company or the
new notes have been or will be filed with or approved by any Swiss regulatory authority. In particular, this
document will not be filed with, and the offer of notes will not be supervised by, the Swiss Financial Market
Supervisory Authority, FINMA, and the offer of notes has not been and will not be authorized under the Swiss
Federal Act on Collective Investment Schemes (“CISA”). The investor protection afforded to acquirers of interests
in collective investment schemes under the CISA does not extend to acquirers of notes.

Hong Kong

This offering memorandum has not been approved by or registered with the Securities and Futures Commission
of Hong Kong or the Registrar of Companies of Hong Kong. No person may offer or sell in Hong Kong, by means of
any document, any notes other than (a) to “professional investors” as defined in the Securities and Futures Ordinance
(Cap. 571) of Hong Kong and any rules made under that Ordinance; or (b) in other circumstances which do not result
in the document being a “prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong Kong or which do
not constitute an offer to the public within the meaning of that Ordinance. No person may issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document
relating to the new notes which is directed at, or the contents of which are likely to be accessed or read by, the public
of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with respect to notes
which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as
defined in the Securities and Futures Ordinance and any rules made under that Ordinance.

Japan

The new notes have not been and will not be registered under the Financial Instruments and Exchange Law of
Japan, as amended, or the “FIEL,” and, accordingly, the new notes may not be offered or sold, directly or indirectly,
in Japan or to, or for the benefit of any resident of Japan (which term as used herein means any person resident in
Japan, including any corporation or other entity organized under the laws of Japan), or to others for re-offering or
resale, directly or indirectly, in Japan or to a resident of Japan except pursuant to an exemption from the registration
requirements of, and otherwise in compliance with, the FIEL and any other applicable laws, regulations and
ministerial guidelines of Japan.
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Singapore

This offering memorandum has not been registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, this offering memorandum and any other document or material in connection with the offer or sale, or
invitation for subscription or purchase, of the new notes may not be circulated or distributed, nor may the new notes
be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and
Futures Act (Chapter 289) (the “SFA”), (ii) to a relevant person, or any person pursuant to Section 275(1 A), and in
accordance with the conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA. Where the new notes are subscribed or purchased
under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited investor) the sole
business of which is to hold investments and the entire share capital of which is owned by one or more individuals,
each of whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole
purpose is to hold investments and each beneficiary is an accredited investor, then shares, debentures and units of
shares and debentures of that corporation or the beneficiaries’ rights and interest in that trust shall not be transferable
for 6 months after that corporation or that trust has acquired the new notes under Section 275 except: (i) to an
institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to Section
275(1A), and in accordance with the conditions, specified in Section 275 of the SFA; (ii) where no consideration is
given for the transfer; or (iii) by operation of law.

Canada

The new notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are
accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the
Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the new notes must be made in
accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable
securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this offering memorandum (including any amendment thereto) contains a
misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the
time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer
to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of
these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the initial
purchasers are not required to comply with the disclosure requirements of NI 33-105 regarding initial purchases’
conflicts of interest in connection with this offering.

Relationships with the initial purchasers

In the ordinary course of business, the initial purchasers and their affiliates have provided, and may in the future
provide, investment banking, commercial banking, cash management, foreign exchange or other financial services to
us and our affiliates for which they have received customary compensation and may receive compensation in the
future.

HSBC Bank USA, N.A., an affiliate of HSBC Securities (USA) Inc., one of the initial purchasers in respect of
the new notes, expects to, upon the satisfaction of, among other things, certain conditions precedent, acquire from
Grupo Aval Limited, a subsidiary of Grupo Aval, the parent of Banco de Bogotd, a promissory note issued to Grupo
Aval Limited by Banco de Bogotd). The new notes issued pursuant to this offering will be tendered to HSBC Bank
USA, N.A. in exchange for the promissory note, or may be delivered by us to the initial purchasers on the date of
settlement on behalf of and upon the instruction of HSBC Bank USA, N.A. See “Use of Proceeds.”

Settlement

We expect that delivery of the notes will be made to investors on or about November 4, 2016, which will be the
fifth business day following the date of this prospectus supplement (such settlement being referred to as “T+57).
Under Rule 15¢6-1 under the Exchange Act, trades in the secondary market are required to settle in three business
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days, unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who wish to trade
notes on the date of pricing or the next succeeding business day will be required, by virtue of the fact that the notes
initially settle in T+5, to specify an alternate settlement arrangement at the time of any such trade to prevent a failed
settlement. Purchasers of the notes who wish to trade the notes on the date of pricing or the next succeeding business
day should consult their advisors.

111



TRANSFER RESTRICTIONS

The notes have not been registered and will not be registered under the Securities Act, any U.S. state securities
laws or the laws of any other jurisdiction, except for the registration in the Colombian National Registry of
Securities and Issuers which occurs automatically, but which does not enable us to publicly offer or sell the notes in
Colombia. The notes may not be offered or sold except pursuant to transactions exempt from, or not subject to,
registration under the Securities Act and the securities laws of any other jurisdiction. Accordingly, the notes are
being offered and sold only:

¢ inthe United States to qualified institutional buyers (as defined in Rule 144A) in reliance on Rule 144A
under the Securities Act; and

e outside of the United States, to certain persons, other than U.S. persons, in offshore transactions in reliance
on Regulation S under the Securities Act.

Purchasers’ representations and restrictions on resale and transfer

Each purchaser of notes (other than the initial purchasers in connection with the initial issuance and sale of
notes) and each owner of any beneficial interest therein will be deemed, by its acceptance or purchase thereof, to
have represented and agreed as follows:

(1) itis purchasing the notes for its own account or an account with respect to which it exercises sole
investment discretion and it and any such account is either (a) a qualified institutional buyer and is aware that the
sale to it is being made pursuant to Rule 144A or (b) a non-U.S. person that is outside the United States;

(2) it acknowledges that the notes have not been registered under the Securities Act or with any securities
regulatory authority of any U.S. state or any other jurisdiction and may not be offered or sold within the United
States or to, or for the account or benefit of, U.S. persons except as set forth below;

(3) itunderstands and agrees that notes initially offered in the United States to qualified institutional buyers
will be represented by a global note and that notes offered outside the United States pursuant to Regulation S will
also be represented by a global note;

(4) itwill not resell or otherwise transfer any of such notes except (a) to the Issuer, (b) within the United States
to a qualified institutional buyer in a transaction complying with Rule 144A under the Securities Act, (c) outside the
United States in compliance with Rule 903 or 904 under the Securities Act, (d) pursuant to another exemption from
registration under the Securities Act (if available) or (e) pursuant to an effective registration statement under the
Securities Act;

(5) itagrees that it will give to each person to whom it transfers the notes notice of any restrictions on transfer
of such notes;

(6) it acknowledges that prior to any proposed transfer of notes (other than pursuant to an effective registration
statement or in respect of notes sold or transferred either pursuant to (a) Rule 144A or (b) Regulation S) the holder
of such notes may be required to provide certifications relating to the manner of such transfer as provided in the
indenture;

(7) itacknowledges that the trustee, registrar or transfer agent for the notes will not be required to accept for
registration the transfer of any notes acquired by it, except upon presentation of evidence satisfactory to the Issuer
that the restrictions set forth herein have been complied with;

(8) it acknowledges that the Issuer, the initial purchasers and other persons will rely upon the truth and
accuracy of the foregoing acknowledgements, representations and agreements and agrees that if any of the
acknowledgements, representations and agreements deemed to have been made by its purchase of the notes are no
longer accurate, it will promptly notify the Issuer and the initial purchasers; and

(9) ifitisacquiring the notes as a fiduciary or agent for one or more investor accounts, it represents that it has
sole investment discretion with respect to each such account and it has full power to make the foregoing
acknowledgements, representations and agreements on behalf of each account.
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Legends

The following is the form of restrictive legend which will appear on the face of the Rule 144A global note, and
which will be used to notify transferees of the foregoing restrictions on transfer:

“This note has not been registered under the U.S. Securities Act of 1933, as amended (the “Securities
Act”), or any U.S. state securities laws. The holder hereof, by purchasing this note, agrees for the
benefit of the issuer that this note or any interest or participation herein may be offered, resold,
pledged or otherwise transferred only (1) to the issuer, (2) so long as this note is eligible for resale
pursuant to Rule 144A under the Securities Act (“Rule 144A”), to a person who the seller reasonably
believes is a qualified institutional buyer (as defined in Rule 144A) in accordance with Rule 144A, (3)
in an offshore transaction in accordance with Rule 903 or 904 of Regulation S under the Securities
Act, (4) pursuant to an exemption from registration under the Securities Act (if available) or (5)
pursuant to an effective registration statement under the Securities Act, and in each of such cases in
accordance with any applicable securities laws of any state of the United States or other applicable
jurisdiction. The holder hereof, by purchasing this note, represents and agrees that it shall notify any
purchaser of this note from it of the resale restrictions referred to above.

This legend may be removed solely at the discretion and at the direction of the issuer.”

The following is the form of restrictive legend which will appear on the face of the Regulation S global note and
which will be used to notify transferees of the foregoing restrictions on transfer:

“This note has not been registered under the U.S. Securities Act of 1933, as amended (the “Securities
Act”), or any U.S. state securities laws. The holder hereof, by purchasing this note, agrees that
neither this note nor any interest or participation herein may be offered, resold, pledged or otherwise
transferred in the absence of such registration unless such transaction is exempt from, or not subject
to, such registration and in accordance with any applicable securities laws of any other applicable
jurisdiction.

This legend may be removed solely at the discretion and at the direction of the issuer.”

The resale restriction periods may be extended, in Banco de Bogota’s discretion, in the event of one or more
issuances of additional notes, as described under “Description of the New Notes.” The above legends (including the
restrictions on resale specified thereon) may be removed solely in Banco de Bogota’s discretion and direction.

For further discussion of the requirements (including the presentation of transfer certificates) under the
indenture to effect exchanges or transfers of interest in global notes and certificated notes, see “Description of the
New Notes.”
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LISTING AND GENERAL INFORMATION

1. The creation and issuance of the new notes has been authorized by the resolutions of the Board of Directors
of Banco de Bogota dated October 13, 2016.

2. Except as disclosed herein, there are no litigation or arbitration proceedings against or affecting Banco de
Bogota or any of its assets and Banco de Bogota is not aware of any pending or threatened proceedings, which are or
might reasonably be expected to be material in the context of the issuance of the notes.

3. Except as disclosed herein, there has been no adverse change, or any development reasonably likely to
involve an adverse change, in the condition (financial or otherwise) or general affairs of Banco de Bogota since June
30, 2016 (the end of the most recent period for which audited consolidated financial statements have been prepared)
that is material in the context of the issuance of the new notes.

4. For so long as any new notes remain outstanding, copies of the indenture under which the new notes will be
issued may be inspected during normal business hours at the offices of each of the Luxembourg paying agent, the
Luxembourg transfer agent, the Luxembourg listing agent and Banco de Bogota’s principal office, at the addresses
listed on the inside back cover page of this offering memorandum.

5. For so long as any notes remain outstanding, copies of the following documents (together, where necessary,
with English translations thereof) may be obtained during normal business hours at the offices of each of the
Luxembourg paying agent, the Luxembourg transfer agent, the Luxembourg listing agent and Banco de Bogota’s
principal office, at the addresses listed on the inside back cover page of this offering memorandum:

e the latest published audited year-end financial statements of Banco de Bogot4; and
¢ the by-laws of Banco de Bogota.

6. The global notes representing the new notes have been accepted into the systems used by DTC. The CUSIP
and ISIN numbers, as applicable, for the notes are as follows:

Rule 144A note CUSIP: 059514AC3 Rule 144A note ISIN: US059514AC35

Temporary Rule 144A note CUSIP: 059514 AD1 Temporary Rule 144A ISIN: US059514AD18
Regulation S note CUSIP: P09252AK6 Regulation S note ISIN: USP09252AK62
Temporary Regulation S note CUSIP: P09252 AL4 Temporary Regulation S note ISIN: USP09252AL46

7. The Purchase Agreement, the indenture and the notes are governed by the laws of the State of New York.
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VALIDITY OF THE NEW NOTES

The validity of the new notes will be passed upon for Banco de Bogoté by Davis Polk & Wardwell LLP, U.S.
counsel to Banco de Bogota S.A., and by DLA Piper Martinez Beltran Abogados S.A.S., Colombian counsel to
Banco de Bogota S.A.

The validity of the new notes will be passed upon for the initial purchasers by Simpson Thacher & Bartlett LLP,
U.S. counsel to the initial purchasers, and by Gomez-Pinzén Zuleta Abogados S.A.S., Colombian counsel to the
initial purchasers.

INDEPENDENT AUDITORS

The consolidated statements of financial position of Banco de Bogota and its subsidiaries as of December 31,
2015, December 31, 2014 and June 30, 2016, and the consolidated statement of income, comprehensive income,
changes in equity and cash flows for the years ended December 31, 2015 and 2014 and the six-month periods ended
June 30, 2016 and 2015, included in this offering memorandum and in the Initial Notes Offering Memorandum, as
applicable, have been audited by KPMG Ltda.
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www.kpmg.com.co

Independent Auditors' Report

To Board of Directors and Shareholders
Banco de Bogota S.A.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated interim financial statements of Banco
de Bogota S.A, and its subsidiaries (the "Group'), which comprise the consolidated
interim statements of financial position as at June 30, 2016 and December 31, 2015,
the consolidated interim statements of income, comprehensive income, changes in
equity and cash flows for the six-month period ended June 30, 2016 and 2015, and
notes, comprising a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Consolidated Interim Financial Statements

Management is responsible for the preparation and fair presentation of these
consolidated interim financial statements in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards' Board
("IASB"), and for such internal control as management determines is necessary to
enable the preparation of consolidated interim financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated interim financial
statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated interim financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated interim financial statements. The procedures
selected depend on our judgment, including the assessment of the risks of material
misstatement of the consolidated interim financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevant to the
entity's preparation and fair presentation of the consolidated interim financial

KPMG Ltda., sociedad colombiana de responsabilidad limitada y firma miembro de la red de firmas miembro independientes de KI_DMG Ltda.
KPMG afiliadas & KPMG International Cooperative {"KPMG International”), una entidad suiza. Nit 860.000.846 - 4

F-2



kPG

statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated interim
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated interim financial statements present fairly, in all
material respects, the consolidated interim financial position of the Group as at June
30, 2016 and December 31, 2015, and of its consolidated interim financial performance
and its consolidated interim cash flows for the six-month period ended June 30, 2016
and 2015 in accordance with International Financial Reporting Standards as issued by
the IASB.

Other matter

The accompanying consolidated interim financial statements as at and for the six
month period ended June 30, 2016 have been translated into United States dollars
solely for the convenience of the reader. We have audited the translation and, in our
opinion, the consolidated interim financial statement expressed in Colombian pesos
have been translated into United States dollars on the basis set forth in note 1 of the
notes to the consolidated interim financial statements.

KeMa Lida.

October 20, 2016
Bogotd D. C., Colombia
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Banco de Bogota S.A. and Subsidiaries
Consolidated Interim Statements of Financial Position
At June 30, 2016 and December 31, 2015
(In million of Colombian pesos)

June 30,
2016 December 31
US.dollars ~ -une 30,2016 2015
Notes ~ million *
Assets

Cash and cash equivalents 6 5230 $ 15.266.096 17.848.395

Financial assets held for trading: 7,10
Debt securities 328 956.754 2.477.464
Equity instruments 377 1.100.534 1.430.031
Trading derivatives 150 437.748 679.398
855 2.495.036 4.586.893

Financial assets available for sale: 8

Debt securities 3.194 9.322.894 11.931.289
Equity instruments 1 2.167 697.324
3.195 9.325.061 12.628.613
Other financial assets at fair value through profit or loss 14 0 0 1.891.692
Financial assets in debt securities held to maturity 9 365 1.066.087 1.239.917

Loan portfolio: 11
Commercial 20.197 58.954.215 60.609.310
Consumer 8.196 23.925.116 24.490.342
Mortgage 3.603 10.516.118 10.627.866
Microcredit 131 382.568 385.639
32.127 93.778.017 96.113.157
Loan impairment allowance (734) (2.143.765) (2.134.598)
31.393 91.634.252 93.978.559
Other accounts receivable 12 382 1.115.972 3.143.340
Hedging derivatives 10 139 406.238 39.804
Non-current assets held for sale 13 40 117.317 198.881
Investments in associates and joint ventures 16 1.147 3.347.815 905.748

Tangible assets: 17
Own-use property, plant and equipment 675 1.969.740 4.350.655
Investment properties 55 161.529 292.902
Biological assets 14 0 0 240.212
730 2.131.269 4.883.769
Goodwill 18 1.880 5.488.254 6.143.920
Concession arrangement rights 14 0 0 2.390.701
Other intangible assets 19 143 416.427 451.091
2.023 5.904.681 8.985.712

Income tax: 20
Current 57 167.792 519.831
Deferred 81 236.648 920.432
138 404.440 1.440.263
Other assets 82 238.923 497.678
Total assets 45719 $ 133.453.187 152.269.264

The accompanying notes are an integral part of these consolidated financial statements.

* Non audited information
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Banco de Bogota S.A. and Subsidiaries

Consolidated Interim Statements of Financial Position (Continuation)

At June 30, 2016 and December 31, 2015
(In million of Colombian pesos)

June 30,
2016
U.S. dollars June 30, 2016 December 31,
Notes million * 2015
Liabilities and equity
Liabilities
Financial liabilities at fair value: 10
Trading derivatives 149 434.673 874.478
Financial liabilities at amortized cost:
Customer deposits: 21
Current accounts 7.687 22.437.523 24.877.931
Time Certificates of deposit 12.312 35.938.555 38.739.335
Savings accounts 9.850 28.751.233 28.165.323
Other deposits 96 280.140 261.570
29.945 87.407.451 92.044.159
Financial obligations: 22
Interbank funds 637 1.860.463 6.275.762
Bank loans and other 5.421 15.823.217 20.470.035
Bonds Issued 2.178 6.358.082 6.999.327
Borrowing from development entities 546 1.593.911 1.521.430
8.782 25.635.673 35.266.554
Total financial liabilities at amortized cost 38.727 113.043.124 127.310.713
Hedging derivatives 10 36 104.986 338.217
Provisions: 24
Litigation 10 30.527 201.053
Other provisions 69 200.584 382.497
79 231.111 583.550
Income tax liability:
Current 0 0 433.877
Deferred 47 137.546 832.005
47 137.546 1.265.882
Employee benefits 23 169 492.263 536.816
Other liabilities 25 854 2.492.492 3.923.014
Total liabilities 40.061 116.936.195 134.832.670
Equity 26
Controlling interest:
Subscribed and paid-in capital 1 3.313 3.313
Additional paid-in capital 1.960 5.721.621 5.721.621
Reserves and undistributed profits from prior periods 1.997 5.829.050 5.495.664
Retained earnings from IFRS first time adoption 47 136.971 (145.878)
Net income for the year 1.074 3.134.465 1.059.865
Other comprehensive income 28 307 897.324 1.162.137
Controlling interest equity 5.386 15.722.744 13.296.722
Non-controlling interest 27 272 794.248 4.139.872
Total equity 5.658 16.516.992 17.436.594
Total liabilities and equity 45.719 133.453.187 152.269.264

The accompanying notes are an integral part of these consolidated financial statements.

* Non audited information



Banco de Bogotéa S.A. and Subsidiaries
Consolidated Interim Statements of Income
For the six month period ended June 30, 2016 and 2015
(In million of Colombian pesos, except net earnings per share)

Interest and similar income
Loan portfolio interest
Interest on investments in debt securities, at amortized cost

Interest and similar expenses
Deposits
Current account deposits
Time certificates of deposit
Savings deposits

Financial obligations
Interbank funds
Bank loans and others
Bonds and investment securities
Borrowings from development entities

Net interest and similar income

Impairment loss on financial assets
Loan portfolio and other accounts receivable
Non- current assets held for sale
Investments in debt and equity securities
Recoveries

Net interest and similar income, after impairment loss on financial assets
Income from commissions and fees

Trust activities

Pension and severance fund management

Commissions on banking services

Commissions on credit cards

Commissions on overdrafts, checks and checkbooks

Office network services

Storage services

Other commissions

Expenses for commissions and fees
Net income from commissions and fees

The accompanying notes are an integral part of these consolidated financial statements.

* Non audited information
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Notes

31,33

June 30,
2016
U.S. dollars
million * June 30, 2016 June 30, 2015
1696 $ 4.951.525 3.690.937
66 193.639 204.354
1.762 5.145.164 3.895.291
44 128.674 81.897
314 917.419 681.016
180 525.699 294.344
538 1.571.792 1.057.257
39 113.002 49.498
88 257.897 199.037
54 157.716 118.043
21 62.719 36.006
202 591.334 402.584
1.022 2.982.038 2.435.450
332 969.142 619.494
2 6.083 13.671
0 26 167
(15) (44.615) (46.229)
319 930.636 587.103
703 2.051.402 1.848.347
25 72.027 61.894
144 419.099 393.163
263 766.815 582.998
204 594.019 457.497
7 19.387 20.940
4 12.868 11.708
18 58.266 54.525
2 5.201 4.334
667 1.947.682 1.587.059
59 171.993 150.348
608 $ 1.775.689 1.436.711




Banco de Bogotéa S.A. and Subsidiaries
Consolidated Interim Statements of Income (Continuation)
For the six month period ended June 30, 2016 and 2015
(In million of Colombian pesos, except net earnings per share)

Profit or loss from financial assets or liabilities for trading, net

Net loss on financial derivatives held for trading
Net (loss)/gain in derivatives held for risk management purposes
Net gain on investments

Gain from deconsolidation (loss of control) Corporacion Financiera Colombiana S.A.

Other netincome
Net gain on exchange difference
Net gain on sale of investments
Earnings on the sale of non-current assets held for sale
Dividends
Other operating income

Other expenses
Personnel expenses
General and administrative expenses
Depreciation and amortization of tangible and intangible assets
Share on associate and joint ventures
Net loss from the sale of goods and services of companies from the non-financial sector
Other operating expenses

Profit before income tax

Income tax expense

Net income for the period from continuing operations
Net income for the period from discontinued operations
Net income for the period

Net income for the year attributable to:

Controlling interest
Non-controlling interest

Basic and diluted net earnings per share of controlling interest, in Colombian pesos

Number of common shares subscribed and paid

The accompanying notes are an integral part of these consolidated financial statements.

* Non audited information
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June 30,
2016
U.S. dollars
Notes million * June 30, 2016 June 30, 2015
(10) $ (29.817) (24.111)
) (5.949) 92.661
53 154.714 85.099
41 118.948 153.649
14 750 2.189.631 0
91 264.500 112.180
22 64.435 43.934
1 3.128 11.948
1 1.727 2.334
53 155.644 177.531
168 489.434 347.927
419 1.221.603 978.989
32,33 517 1.509.668 1.210.856
54 158.955 159.940
0 1.290 216
33 16 47.421 44.614
11 30.444 35.998
1.017 2.969.381 2.430.613
1.253 3.655.723 1.356.021
20 177 515.051 514.352
1.076 3.140.672 841.669
15 143 418.050 382.143
1.219 3.558.722 1.223.812
1.074 3.134.465 834.186
145 424.257 389.626
1.219 3.558.722 1.223.812
3,24 9.461,66 2.518,07
26 113.491 331.280.555 331.280.555



BANCO DE BOGOTA S.A. AND SUBSIDIARIES
Consolidated Interim Statements of Comprehensive Income
For the six months period ended june 30, 2016 and 2015
(In million of Colombian pesos)

June 30, 2016

Note U.S. dollars million* June 30, 2016 June 30, 2015
Profit for the period 1.219 3.558.722 1.223.812
Other comprehensive income from continuing operations
Items that may be or are reclassified subsequently to profit or loss: (90) (263.783) 215.949
Hedge accounting
Exchange difference on foreign subsidiaries (266) (777.682) 623.319
Exchange difference on derivatives in foreign currency 137 399.154 (420.244)
Exchange difference on bonds in foreign currency 130 378.259 (204.776)
Unrealized profit from measurement of financial assets measured at fair value with
changes in OCI 63 184.926 (57.400)
Translation adjustment (16) (47.423) 5.513
Adjustment for exchange difference in foreign branches (12) (33.429) 0
Interest in other comprehensive income of associates (1) (1.564) (22.032)
Income tax 20 (125) (366.015) 285.360
Cash flow hedges (0) 9) 6.209
Items that will not be reclassified to profit or loss for the period: (2) (2.143) 5.609
Changes in actuarial assumptions in defined benefit plans (1) (2.888) 8.361
Deferred tax changes in actuarial assumptions defined benefit plans 0 745 (2.752)
Total other comprehensive income, net taxes from continuing operations (91) (265.926) 221.558
Other comprehensive income from continuing operations
Corporacion Financiera de Colombia S.A. discontinued operations 19 56.622 4911
Total other comprehensive income, net taxes from discontinued operations 19 56.622 4.911
Effect from deconsolidation (Loss control) of Corporacién Financiera de Colombia S.A 14
Other comprehensive income reclassified to income for the period (2) (6.003) 0
Other comprehensive income reclassified to retained earnings 1 2.948 0
Total effect from deconsolidation (Loss control) Corporacién financiera de Colombia S.A. (1) (3.055) 0
Total other comprehensive income, net taxes 28 (73) (212.359) 226.469
Total Comprehensive income 1.146 3.346.363 1.450.281
Comprehensive income attributable to:
Controlling interest 983 2.869.652 1.032.774
Non-controlling interest 163 476.711 417.507
1.146 3.346.363 1.450.281

The accompanying notes are an integral part of these consolidated financial statements.

* Non audited information
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Banco de Bogota S.A. and Subsidiaries
Consolidated Interim Statements of Changes in Equity
For the six months period ended June 30, 2016 and 2015
(In million of Colombian pesos, except net earnings per share )

Attributable to equity holders of the Group

Retained Undistributed Other
. Additional paid- earnings from " utec Net income for . Non-controlling .
Note Share capital A . Reserves h A profits from prior N comprehensive Total . Total equity
—_— in capital IFRS first time " the period A interest
. periods income
adoption

Balance at December 31, 2014 $ 3.313 5.721.621 4.495.676 (141.851) 307.717 742.034 330.209 11.458.719 3.805.294 15.264.013
Transfer to income for previous periods 742.034 (742.034) 0 0
Stock issue 0 152.203 152.203
Establishment of reserves 360.787 (360.787) 0 0
Distribution of dividends in shares of stock 0 (152.203) (152.203)
Dividends payable in cash between April 2015

and September 2015, at $210.00 per share on 26 (417.414) (417.414) (292.079) (709.493)
331,280,555 shares

Donations (30) (30) (30)
Others 14.446 (37.046) (22.600) (22.600)
Total comprehensive income 834.186 198.588 1.032.774 417.507 1.450.281
Balance at June 30, 2015 $ 3.313 5.721.621 4.870.909 (141.851) 234.474 834.186 528.797 12.051.449 3.930.722 15.982.171
Balance at December 31, 2015 $ 3.313 5.721.621 5.859.361 (145.878) (363.697) 1.059.865 1.162.137 13.296.722 4.139.872 17.436.594
Transfer to income for previous periods 1.059.865 (1.059.865) 0 0
Stock issue 0 101.716 101.716
Establishment of reserves 992.097 (992.097) 0 0
Distribution of dividends in shares of stock 0 (101.716) (101.716)
Dividends payable in cash between April 2016

and September 2016, at $230.00 per share on 26 (457.167) (457.167) (203.633) (660.800)
331,280,555 shares

Donations (10) (10) (10)
Transactions with non-controlling interest (9.244) (9.244) 9.244 0
Others 3.692 27.124 (11.080) 19.736 22.910 42.646
Total comprehensive income 3.134.465 (261.758) 2.872.707 476.711 3.349.418
Deconsolidation ( Lost of control) Corporacion

Financiera Colombiana S.A. 14 (420.958) 255.726 168.287 (3.055) 0 (3.650.856) (3.650.856)
Balance at June 30, 2016 $ 3.313 5.721.621 6.434.192 136.972 (605.143) 3.134.465 897.324 15.722.744 794.248 16.516.992
June 30, 2016 U.S. dollars millions $ 1 1.960 2.204 47 (207) 1.074 307 5.386 272 5.658

The accompanying notes are an integral part of these consolidated financial statements.



Banco de Bogota S.A. and Subsidiaries

Consolidated Interim Statements of Cash Flows

For the six month period ended June 30,2016 and 2015

(In million of Colombian pesos)

Notes June 30, 2016 June 30, 2015
Cash flow from operating activities:
Net income $ 3.558.722 1.223.151
Adjustments to reconcile net income with net cash provided by operating activities:
Depreciation 17 151.948 80.090
Amortization 19 30.589 28.637
Impairment of loan portfolio and accounts receivables, net 11,12 938.814 637.703
(Recovery) impairment of investments, net 679 (465)
Gain on non-current assets held for sale (38.374) (17.889)
Gain on sale of investments (67.665) (19.303)
(Gain) loss on sale of property, plant and equipment (84) (808)
Loss on sale of investment properties 27) 0
(Gain) loss from valuations of derivatives 35.765 (68.570)
Impairment of tangible assets 73 0
Gain of deconsolidation (loss of control) Corporacién Financiera Colombiana S.A. 14 (2.189.631) 0
Effect from foreign currency translation (286.985) 1.103.587
Income from equity method in associates 1.290 216
Gain on valuation of investments (225.809) (248.179)
Premiums/discounts amortizations on held to maturity investments 13.909 (106.343)
Fair value adjustments on investment properties (340) 0
Effect of Real Value Unit currency translation on bonds outstanding 6.737 7.131
Interest income (4.951.525) (3.690.937)
Interest expense 2.117.650 1.733.756
Interest received 4.774.958 3.598.008
Income tax 515.051 514.352
Changes in operating assets and liabilities:
Decrease in trading investments 152.716 1.492.665
(Increase) in derivatives (428.109) (460.901)
(Increase) in loan portfolio (3.481.313) (5.941.060)
Decrease (increase) in account receivable (775.502) 265.264
Decrease (increase) in other assets 121.360 (39.769)
Increase in other liabilities and provisions 173.771 (399.971)
Decrease (increase) in employee benefits 79.127 33.402
Increase in customer deposits 2.162.381 5.217.751
Interest paid (2.063.244) (1.732.774)
Income tax payments (230.213) (690.572)
Wealth tax payment 0 14.446
Net cash provided by continuing operating activities 96.719 2.532.618
Net cash provided by (used in) discontinued operating activities 491.596 (1.820.439)
Net cash provided by operating activities 588.315 712.179
Cash flows from investing activities:
Net payments and receipts form the purchase and sale of available for sale investments (302.959) (1.737.718)
Additions to property, plant and equipment 17 (136.195) (185.018)
Additions to investment properties 17 (3.003) 0
Additions to intangible assets 19 (100.165) (103.682)
Proceeds from sale of property, plant and equipment 17 7.162 41.948
Proceeds from sale of investment properties 17 894 250
Additions to held to maturity investments (680.914) (698.961)
Redemptions of held to maturity investments 771.994 876.046
Proceeds from non-current assets held for sale 13 80.917 30.670
Additions to subsidiaries (2.803) (169.057)
Decrease of cash and cash equivalents from deconsolidation of (loss of control) Corporacién
Financiera Colombiana S.A. (837.275) 0
Net cash (used in) continuing investing activities (1.202.347) (1.945.522)
Net cash (used in) discontinued investing activities (593.315) (918.752)
Net cash (used in) operating investing (1.795.662) (2.864.274)
Cash flows from financing activities:
Dividends paid (650.624) (372.760)
Increase (decrease) in interbank borrowings and overnight funds, net (373.444) 1.254.049
Acquisition of bank loans and others 3.746.161 4.147.855
Payment of bank loans and others (5.006.867) (4.331.582)
Issuance of outstanding debt securities 2.085.575 291.381
Payment of outstanding debt securities (352.401) (557.981)
Transaction with non-controlling interest (23.012) (49.759)
Net cash from financing activities (574.612) 381.203
Net cash (used in) provided by continuing financial activities 37.024 2.586.974
Net cash provided by discontinued financial activities (537.588) 2.968.177
Net cash (used in) provided by financial investment
Effect from foreign currency translation on cash and cash equivalents on continuing operations (866.597) 483.272
Effect from foreign currency translation on cash and cash equivalents on discontinued operations (35.462) 4.018
Net increase in cash and cash equivalents from continuing operations (2.546.837) 1.451.571
Net increase in cash and cash equivalents from discontinued operations (100.157) (148.199)
Cash and cash equivalents at the beginning of the period 6 17.848.395 13.588.671
Cash and cash equivalents at the end of the period ¢ 15.266.096 14.888.025

The accompanying notes are an integral part of these consolidated financial statements.
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Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

NOTE 1 - REPORTING ENTITY

Banco de Bogota S.A. (hereinafter “the Group”) is a corporation (publicly held) organized under the laws
of Colombia with its main offices and business address registered in the city of Bogota, D.C., Colombia,
The business of the Group is to perform all operations and to enter into all contracts legally permitted for
commercial banking establishments, subject to the requirements and limitations existing under
Colombian law.

The presentation currency of the Group consolidated interim financial statements is the Colombian
Peso. The U.S. dollar amounts disclosed in the accompanying consolidated financial statements are
presented solely for the convenience of the reader, dividing the peso amounts by the exchange rate of
$2,919.01 per US$1.00, which is the market exchange rate at June 30, 2016, as calculated by the
Central Bank of Colombia. The use of this methodology in translating Colombian pesos to U.S. dollars is
referred to as the “U.S. dollar translation methodology,” and should not be construed as a
representation that the Colombian peso amounts actually represent or have been, or could be
converted into U.S. dollars at that or any other rate.

The following are those entities directly consolidated by Banco de Bogota S.A., in preparing its
consolidated interim financial statements:

June 30, 2016 December 31, 2015

Total % Total % Total % Total %

Place of voting indirect voting indirect

: . voting . voting
Business | rights of | . rights of .
Group rights of Group rights of

Group Group

Name of Subsidiary Main Activity

National Subsidiaries

Enters into mercantile trust agreements
and fiduciary mandates  without
transferring ownership, as provided for
by law. Its primary corporate purpose is
Fiduciaria Bogota S.A. to acquire, transfer, encumber and
manage movable assets and real
estate, and to invest in all kinds of
credit operations, as a debtor or
creditor.

Bogota,

Colombia 94.99% 94.99%

Almaviva is a customs agent and a
comprehensive logistics operator. Its
primary corporate purpose is the
deposit, storage  and custody,
management and distribution, purchase
and sale of domestic and foreign goods
and products, at the customer's
expense. It also issues certificates of
deposit and warehouse liens.

Almaviva S.A. (1) and
subsidiary

Bogota,

. 94.92% 0.88% 94.92% 0.88%
Colombia

It is a technical and administrative
services company whose corporate
Megalinea S.A. purpose is management and pre-legal
collection, legal collection and out-of-
court collection on loans.

Bogota,

0, 0,
Colombia 94.90% 94.90%

Porvenir is a pension and severance
fund manager. Its corporate purpose is
the administration and management of
Porvenir S.A. (2)(4) and |[pension and severance funds| Bogota,
subsidiary authorized by law. According to| Colombia
respective legal provisions, these
constitute private equity separate from
the equity of the fund manager.

36.51% | 10.40% | 36.51% 10.40%




Banco de Bogota S.A. and Subsidiaries

Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

June 30, 2016

December 31, 2015

Name of Subsidiary

Main Activity

Place of
Business

Total %
voting
rights of
Group

Total %
indirect
voting
rights of
Group

Total %
voting
rights of
Group

Total %
indirect
voting
rights of
Group

National Subsidiaries

Casa de Bolsa S.A.(3)

The firm is dedicated to brokerage
activities and securities management,
Its corporate purpose involves the
management of mutual funds and
securities, proprietary trading, stock
brokerage transactions and
consultancy on the capital market, as
per the conditions determined by the
Board of Directors of the Central Bank
of Colombia.

Bogota,
Colombia

22.80%

22.80%

40.77%

Corporacion Financiera
Colombiana S.A.

Corporacion Financiera Colombiana
S.A. provides specialized services in
private banking, investment banking,
and cash and equity investments. Its
corporate purpose is to carry out all
acts and contracts authorized for this
type of lender under the General
Regulations on the Financial System or
any other special provisions or
regulations that may replace, amend or
add to them. Corporaciéon Financiera
Colombiana S.A. also has an interest in
entities in various sectors, such as the
financial, energy and gas, construction
and infrastructure, agricultural and
hotel service sectors, among others.

Bogota,
Colombia

38.19%

Foreign Subsidiaries

Leasing Bogota Panama
S.A. and subsidiaries

Its corporate purpose consists of
holdings in other entities in the financial
sector and involvement in investment
activities. Through its subsidiaries, the
company provides a wide variety of
financial services to individuals and
institutions, mainly in Costa Rica, El
Salvador,  Guatemala, Honduras,
Mexico, Nicaragua and Panama.

Panama,
Republic
of Panama

100.00%

100.00%

Banco de Bogota
Panama S.A.

With an international license to conduct
banking business abroad, it operates in
the Republic of Panama and
consolidates with another subsidiary,
Banco de Bogota (Nassau) Limited.

Panama,
Republic
of Panama

100.00%

100.00%

Bogota Finance
Corporation.

It is a financial corporation and its
corporate purpose is the issuance of
securities at floating rates guaranteed
by the parent company. Over the past
few years, the company has
maintained an investment as its only
income-earning activity.

Cayman
Islands

100.00%

100.00%

Corporacioén Financiera
Centroamericana S.A.
(Ficentro) (4)

This financial Institution is authorized to
grant loans, but not to receive funds
from the public. It is supervised by
Panama's Ministry of Finance. It is in
the business of collecting on loans and
managing assets received for sale.

Panama,
Republic
of Panama

49.78%

49.78%
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Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

Place of Total % voting

Main Subsidiaries with Indirect Interest Business rights of Group

A holding company established to manage the subsidiaries in | Panama,
Costa Rica, El Salvador, Guatemala, Honduras, México, | Republic
Nicaragua and Panama, among others. (Consolidates with of

Leasing Bogota Panama S.A.). Panama

BAC Credomaitic Inc. 100%

In percentage terms, represents economic and voting interest, the Bank’s direct and indirect interest in each of its subsidiaries has not
varied over the past year.

(1) Indirect interest through Banco de Bogota Nassau Ltd. with 0.88% for a total 95.81%. This is not a main subsidiary.

(2) Indirect interest through Fiduciaria Bogota, with 10.40% for a total 46.91%.

(3) The Bank had an indirect stake at December 2015, through Corporacién Financiera Colombiana S.A. Although it holds 22.8%
ownership interest in Casa de Bolsa as of June 2016, it exercises and maintains control of the company, through representation on the
management board, even after the deconsolidation (loss of control) of Corporacion Financiera Colombiana S.A. (See Note 15).
Accordingly, it continues to be classified as a subsidiary, as per the requirements outlined in IFRS 10.

(4) The Bank has representation on the management board, according to the IFRS 10, which is why this entity is consolidated.

A shareholders' agreement was signed giving Grupo Aval S.A. direct control of Corporacién Financiera
Colombiana S.A. as of June 21, 2016. Therefore, it ceased to be a subsidiary and is no longer included
in the consolidated financial statements of the Group as at June 30, 2016. (See note 14)

The Group is controlled by Grupo Aval Acciones y Valores S.A., who has a total interest of 67.38%.

NOTE 2 - BASIS FOR PRESENTATION OF THE FINANCIAL STATEMENTS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

2.1 Compliance Statement

The Group consolidated financial statements, attached hereto, have been prepared in accordance with
International Financial Reporting Standards (IFRS) as issued by the IASB and interpretations from the
International Financial Reporting Standards Committee (IFRIC) that are currently in force. The
consolidated financial statement have been prepared on a historical cost basis, except for the case of
financial assets for trading and available for sale, derivative instruments, investment properties, which
are recorded at fair value. These were authorized for issue by the Group’s board of directors on October
13, 2016.

Under Colombian regulations, IFRS application has been mandatory since 2015, with comparative
figures for 2014 and preparation of a statement of financial position starting as of January 1, 2014.
However, this implementation has been carried out partially and in accordance with the International
Financial Reporting Standards (IFRS in English, NIIF in Spanish) in force as December 31, 2013.
Nevertheless, for the purpose of presenting its financial statements internationally, the Group has
decided to prepare them in accordance with IFRS as issued by the IASB currently in force.
Consequently, these consolidated interim financial statements, differ in certain aspects from the
consolidated interim financial statements the Group presents for Colombian legal purposes, which are
prepared pursuant to its bylaw. The Group’s latest consolidated financial statements prepared in
accordance with the accounting legal purposes accepted in Colombia were issued as of June 30, 2016.
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Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

2.2 Basis for Presentation of the Financial Statements
a) Presentation of the Financial Statements

The accompanying financial statements are prepared according to the following options:

e The statement of financial position is presented showing asset and liability accounts ordered
pursuant to their liquidity; in the event of respective sale or settlement, considering that this type of
presentation provides the most relevant and reliable information for a banking entity. Accordingly,
each of the notes on assets and liabilities presents the amount expected to be collected or paid
within twelve months and thereafter, in accordance with International Accounting Standard (IAS) 1
“Presentation of Financial Statements”.

e The income statement and other comprehensive income are presented separately in two statements
as allowed by IAS 1 “Presentation of Financial Statements”. Likewise, the income statement is
shown according to the type or nature of the expenditure. This is the model most commonly used by
banking entities.

e The cash flow statement is presented using the indirect method, wherein the net cash flow from
operating activities is determined by adjusting the net income for the effects of the non-cash items,
net changes in assets and liabilities derived from operating activities, and any other items with
monetary effects that are included as cash flows from investing or financing activities. Interest
income and expenses are classified as cash flow operating activities.

b) Consolidated Financial Statements

According to International Financial Reporting Standards IFRS 10, the Group must consolidate its
financial statements with entities over which it has control. The Group has control over another entity if,
and only if, it meets all of the following conditions:

- Power over an investee through existing rights that give it the current ability to direct the activities
that significantly affect the investee’s returns

- Exposure or rights to variable returns from its involvement with the investee; and
- The ability to use its power over the investee to affect the amount of the investor’s returns.

In the process of consolidation, the Group combines the assets, liabilities and profits or loss accounts of
the entities under control previous unification of their accounting policies. In this process, any intragroup
transactions and unrealized gains between them are eliminated. The share of non-controlling interest in
the equity of controlled entities is presented in the consolidated statement of financial position of the
Group separate from the equity of the controlling interests.

For consolidation purposes, the financial position and results of the Group foreign subsidiaries are
translated to Colombian pesos, as follows: a) Assets and liabilities are translated at the closing rate at
the date of the financial statements; b) Income and expenses are translated at the average exchange
rate of the year; and c) All resulting exchange differences are recognized in other comprehensive
income in the equity.
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Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

¢) Loss of Control

Loss of control is a significant economic event in which the parent-subsidiary relationship ceases to
exist and gives way to the onset of an investor-investee relationship that is very different from the
previous one. Accordingly, loss of control is treated as follows, from an accounting standpoint.

1. Assets, liabilities and Non-controlling interest in the former subsidiary are derecognized.

2. The retained investment is measured at fair value as at the date when control is lost and is classified
in the appropriate category, according to the applicable IFRS. The gain or loss on the transaction is
recognized in the income for the period.

3. Other comprehensive income related to the former subsidiary is reclassified as income for the period
or retained earnings, according to the applicable IFRS. This is done on the same basis that would be
required if the related assets or liabilities had been disposed of.

d) Investment in Associates

Investments in entities in which the Group has significant influence but no control are classified as
“Investments in Associates” and are recorded using the equity method of accounting. The Group is
presumed to exercise significant influence over another entity if it directly or indirectly holds 20% or
more of the voting power of the investee, unless it can be clearly demonstrated that such influence does
not exist. Under the equity method, investments in associates are recorded initially at cost and adjusted
periodically to reflect changes in the investor’s share of the investee’s net assets.

The Group includes its share of the net income of the investee in the consolidated income statement
and in other comprehensive income includes its share in the investee OCI account.

Gains and losses resulting from transactions between the Group and its associates are recognized in
the Group financial statements only to the extent of the group interest in the associate, unless the
transaction provides evidence of impairment in the book value of the transferred assets. In this process,
the accounting policies of associates have been unified with the Group accounting policies.

e) Joint Arrangements

A joint arrangement is one in which two or more parties have joint control of the arrangement; in other
words, only when decisions about the relevant activities require the unanimous consent of the parties
sharing the control.

IFRS 11 classifies a joint arrangement as a joint operation or joint venture, depending on the contractual
rights and obligations of the parties of the arrangement.

In joint operations, the parties with joint control of the arrangement have rights to the assets and
obligations for the liabilities related to the arrangements and, in joint ventures, the parties with joint
control over the arrangements have rights to the net assets of the arrangement.

Joint operations are included in the Group’s consolidated financial statements based on its share of
each of the respective assets, liabilities, revenues and expenses, pursuant to the terms of the
arrangement.
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The Group’s joint ventures are recorded under the equity method, in the same way as investments in
associates are measured.

2.3 Group Functional Currency

The Group’s management considers the Colombian peso to be the currency that best represents the
economic effects of transactions, events and conditions, for that reason, the accompanying financial
statements and disclosures are presented in millions of Colombian Pesos as the reporting currency.

The main activity of the Group is granting loans to clients in Colombia and to performing investments in
securities issued by the Republic of Colombia or by national entities, registered or not with the National
Securities and Issuers Registry - RNVE - in Colombian Pesos, and to a lesser extent, granting loans to
Colombian residents in foreign currency and investments in securities issued by foreign banking entities,
securities issued by foreign companies of the real sector whose stock is listed on one or several stock
exchanges internationally recognized, bonds issued by multilateral credit entities, foreign governments
or public entities. Such loans and investments are financed mainly with clients’ deposits and obligations
in Colombia, also in Colombian Pesos. Performance of the Group in Colombia is measured and
reported to their shareholders and to the general public in Colombian Pesos. As a consequence, the
Group’s management defined that the Colombian peso is the currency which more faithfully represents
the economic effects of transactions, events, underlying conditions of each bank and consequently
presentation and functional currency defined for submitting the consolidated financial statements of the
Group is also the Colombian peso. The foreign subsidiaries have different functional currencies, mainly
US dollars.

2.4 Foreign Currency Transactions

Foreign currency transactions are converted into Colombian Pesos at the prevailing exchange rate at
the date of the transaction. Monetary assets and liabilities in foreign currency are converted into the
reporting currency using the prevailing exchange rate at the closing date of the statement of financial
position, and non-monetary assets in foreign currency are measured at the historical exchange rate.
Foreign currency differences arising on translation are recognized in the consolidated income
statement.

At June 30, 2016 and December 31, 2015, the exchange between US dollars and Colombian pesos
rates were $2,919.01 and $3,149.47 per US 1, respectively.

2.5 Cash and Cash Equivalents

Cash and cash equivalents include cash, bank deposits, and other short-term investments with original
maturities of three months or less from the date of the acquisition that are subject to an insignificant risk
of changes in their fair value and are used by the Company in the management of its short-term
commitments.

2.6 Financial Assets

a) Definition

A financial asset is any asset that is cash, an equity instrument of another entity, a contractual right to
receive cash or another financial asset from another entity or to exchange financial assets or liabilities

with another entity under conditions that are potentially on favorable terms, or a contract that may be
settled using the entity’s own equity instruments.
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b) Classification

For accounting purposes, financial assets other than cash, investments in associates, non-current
assets available for sale and derivative instruments, which are addressed separately in this accounting
policies note, are classified into four categories when they are recognized initially.

e At fair value through profit or loss: A financial asset is classified as at fair value through profit or loss
if it is acquired for sale in the near term or it is part of a portfolio of financial assets created to
generate short-term profits.

e Held to maturity investments: These are debt securities with fixed or determinable payments and
fixed maturity dates that the Group has the ability to hold to maturity.

e Loans and receivables: These are financial assets with fixed or determinable rates that are not
quoted in active market and are different from those classified as trading or available for sale.

¢ Available for sale: These are financial assets that are designated initially as available for sale and not
classified as “loans and receivables”, or as held to maturity investment.

c) Initial Measurement

Regular purchases and sales of financial investment assets are recognized on the date the Group
agrees to purchase or sell the asset. Financial assets for trading purposes are recognized initially at
their fair value and the transaction costs are entered as an expense when they are incurred.

Financial assets classified as held to maturity investments, loans and receivables, and financial assets
available for sale are recorded at their transaction value when they are acquired or issued, which is
similar to their fair value; plus the transaction costs directly attributable to their acquisition or issue, less
commissions received.

d) Subsequent Measurement

After their initial recognition, financial assets are measured as follows:

e At fair value through profit or loss: Their fair value is measured daily and any changes in fair value
are recorded on the income statement as a credit or debit, as appropriate.

e Loans and receivables and investments held to maturity: These are measured using the amortized
cost method calculated according to the effective interest method.

o Available for sale: Financial assets in debt securities and equity securities

Debt Securities: are adjusted initially at their amortized cost, based on the effective interest method
with credit to income. Simultaneously, that amortized cost is adjusted to their fair value with charge
or credited, as appropriate, to the account “Other Comprehensive Income” under equity.

Equity instruments: The initial cost are adjusted at their fair value and charged or credited, as
appropriate, to “Other Comprehensive Income -OCI” under equity. The dividends on these
instruments are recognized in income when the Group is entitled to receive the payment.

When financial assets available for sale are sold, the amounts accumulated in the OCI account are
transferred to the income statement.
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The effective interest method is a procedure used to calculate the amortized cost of an asset and to
allocate interest income or cost during the relevant period. The effective interest rate is that exactly
equal to the future cash payments or receipts estimated for the expected life of the financial instrument
or, when appropriate, for a shorter period, with the net value of the asset at the initial recognition.

To calculate the effective interest rate, the Group estimates the cash flows of the financial asset,
considering the contractual terms of the financial instrument, except for future credit losses, and
considering the initial fair value plus transaction costs and premiums granted, less received fees and
discounts that are an integral part of the effective rate.

e) Reclassifications

After being classified initially, financial assets may not be reclassified into other categories, except under
the special circumstances outlined in IAS 39. And, if those circumstances exist, the reclassification is
recorded as follows:

e If investments are reclassified at fair value through profit or loss to other categories then it is
registered at their fair value.

e If investments are reclassified from available for sale to at fair value through profit or loss then the
amount accumulated in the OCI account is transferred to income.

e If investments are reclassified from “available for sale” to “held to maturity,” the amount accumulated
in the OCI account is amortized with debit or credit to income, as appropriate, based on the effective
interest rate method.

e If investments are from held to maturity investment to at fair value through profit or loss then the
difference between the amortized cost and fair value is recorded under income.

o If investments are from held to maturity investment to available for sale then the difference between
the amortized cost and fair value is entered in OCI.

f) Fair Value of Financial Assets

According to IFRS 13 - "Fair Value Measurement”, fair value is the price that would be received on the
sale of an asset or paid to transfer a liability in an orderly transaction between market participants on the
measurement date in the principal or in its absence, the most advantageous, market to which the Group
has access.

Based on that, fair value measurements of financial assets are carried out as follows:

e For high liquidity investments in Colombia, the Group uses dirty prices supplied by service pricing
provider officially authorized by Financial Superintendence of Colombia, and Bloomberg for
securities traded on international markets. See Note 5.

o Fair value of financial assets that are not traded on an active market is determined through the use
of valuation techniques. The Group used several methods and markets assumptions based on
market conditions existing at each reporting date. The valuation techniques include using
comparable recent transactions under the same conditions, references to other securities
substantially similar to the financial instrument under valuation, discounted cash flow analyses, and
models of options prices and other valuation techniques commonly used by participants in the
market, making maximum use of market data See Note 5.
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g) Impairment Losses of Financial Assets

At the end of each accounting period, the Group assesses if there is objective evidence that financial
assets or a group of financial assets measured at amortized cost, and available for sale investments
which are recorded at fair value with changes in OCIl are impaired. Impairment indicators include:
significant economic difficulties of the debtor, the probability of the debtor to present bankruptcy or
financing restructuring and default in payments. If there is objective evidence of impairment, an
allowance charged to the income statement is recorded.

The amount of the allowance is determined as follows:

e The Group assesses individually financial assets considered significant classified as held to maturity,
available for sale and loans and the receivables deemed significant by analyzing the debt profile of
each debtor, the collateral provided, and the information obtained from credit bureaus. Financial
assets are considered impaired when, in light of current information and past events, it appears likely
the Group will not recover all amounts due in the original contract, including the interest and
commissions agreed on. When a financial asset has been identified as impaired, the amount of the
loss is measured as the difference between the book value of the loan and its present value of future
expected cash flows, in accordance with the debtor’s condition, discounted at the original contractual
rate agreed on or by the fair value of the collateral that covers the financial assets, less estimated
sale costs when that collateral is determined to be the primary source of repayment of the loan.

o For the financial assets traded that are not considered significant individually and for the portfolio of
individually significant financial assets that are not considered impaired in the individual analysis
described above, the Group assesses impairment collectively by grouping into segments portfolios
of financial assets with similar characteristics. This is performed using statistical techniques based
on an analysis of historical losses to determine an estimated percentage of losses that have been
incurred on these assets at the date of the balance sheet, but have not been identified individually.
(See Note 5 for details about how the collective provisions are calculated by the Group).

Once the impairment provisions losses have been estimated, they are charged to the income of the
period and credited to a provision sub-account in the respective financial asset category.

In the case of available for sale financial assets, the cumulative loss in OCI is transferred
immediately to the income statement. Once a provision is made for a financial asset or a group of
similar financial assets, due to an impairment loss, interest income of the loan continues to be
recognized using the same original contractual loan interest rate applied to the new book value of the
loan.

Impaired financial assets are written off from the statement of financial position when the recovery of
any recognized amount is considered to be unlikely. Collections of financial assets after the write off
are recorded in the income statement.

h) Troubled Debt Restructured Loans
Troubled debt restructured loans are those which have collection problems and for which the Group
grants to the debtor a concession that would not have been considered in any other situation. These

concessions generally involve interest-rate reductions, an extension of deadlines for payment or
reductions in the balance due troubled debt loan.
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If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced
with a new one due to financial difficulties of the borrower, or to other circumstances, including market
circumstances then an assessment is made of whether the financial asset should be derecognized. If
the cash flows of the renegotiated asset are substantially different, then the contractual rights to cash
flows from the original financial asset are deemed to have expired. In this case, the original financial
asset is derecognized and the new financial asset is recognized at fair value. The impairment loss
before an expected restructuring is measured as follows:

o |f the expected restructuring will not result in derecognition of the existing asset, the estimated cash
flows arising from the modified financial asset are included in the measurement of the existing asset
based on their expected timing and amounts discounted at the original effective interest rate of the
existing financial asset.

o |If the expected restructuring will result in derecognition of the existing asset, then the expected fair
value of the new asset is treated as the final cash flow from the existing financial asset at the time of
its derecognition. This amount is discounted from the expected date of derecognition to the reporting
date using the original effective interest rate of the existing financial asset.

i) Transfer and Derecognition of Financial Assets

The accounting treatment of transfers of financial assets is conditioned by the way the risks and
rewards, associated with the asset, are transferred. Those financial assets are derecognized from the
consolidated statement of financial position only when the cash flows they generate have been
extinguished or when the implicit risks and benefits have been substantially transferred to third parties.
In this last case, the transferred financial asset is derecognized from the consolidated statement of
financial position, while simultaneously recognizing any right or obligation retained or created as a result
of the transfer.

The Group is considered to have substantially transferred its risks and rewards when the transferred
risks and rewards significantly represent the total risks and rewards of the transferred assets. If the risks
and/or rewards associated with the transferred financial asset are substantially retained:

o The transferred financial asset is not derecognized from the consolidated statement of financial
position and continues to be valued using the same criteria as before the transfer;

e An associated financial liability is recorded in an amount that equals the compensation received,
which is subsequently valued at amortized cost; and

e Both the income associated with the transferred financial assets (but not derecognized) and the
expenses associated with the new financial liability will continue to be recorded in the consolidated
financial statements of the Group.

j) Off-setting of Financial Instruments in the Statement of Financial Position

Financial assets and liabilities are offset and their net amount is recorded in the statement of financial
position when there is the legal right to offset the recognized amounts and management intends to
settle them on a net basis to realize the asset and settle the liability simultaneously.
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2.7 Derivatives Financial Instruments and Hedge Accounting

According to IAS 39 “Financial Instruments recognition”, a derivative is a financial instrument whose
value changes in time in response to changes in a variable denominated as “underlying” (a specific
interest rate, the price of a financial instrument, or a listed raw material, a foreign currency exchange
rate, etc.), that does not require an initial net investment (or a smaller investment could be required for
certain types of contracts in connection with the underlying asset) and is settled at a future date.

In the normal course of its operations, the Group generally trade on financial markets with financial
instruments designated “for trading”, such as forward contracts, futures contracts, swaps, options and
spot transactions, and for hedging purposes with contracts that fulfill the definition of a derivative.

Derivative transactions are registered at fair value at the moment of the initial recognition. Subsequent
changes in fair value are adjusted with credit or debit to income, as the case may be, unless the
derivative instrument is designated as a hedge. If so, it will depend on the nature of the hedged item
and the type of hedging relationship, as indicated below.

e For fair value hedging of assets or liabilities and firm commitments, changes in the fair value of the
derivative instrument are recorded in the consolidated income statement, the same way that the
change in the fair value of the asset, liability or firm commitment attributable to the hedged risk.

e For cash flow hedging of a particular risk associated with a recognized asset or liability or a projected
highly probable transaction, the effective portion of changes in the fair value of the derivatives are
registered in the “other comprehensive income” account under equity. The gain or loss on the
derivative related to the part that is not effective to the hedge or does not relate to the hedged risk is
recognized immediately in the consolidated income statement.

Amounts accumulated in “other comprehensive income” are transferred to earnings during the same
period in which the hedged item is recognized as income.

e Hedging of a net investment in a foreign operation is recorded similarly to cash flow hedging: the part
of the gain or loss of the hedging instrument that determines effective hedging is recorded in “other
comprehensive income”, while the ineffective part is recorded in the consolidated income statement.
The gains or losses on a hedging instrument that are accumulated in equity are recorded in the
consolidated income statement when the net investment in a foreign associate is disposed of entirely
or proportionally when it is sold in part.

At the beginning of the hedging transaction, the Group documents the existing relationship between the
hedge instrument and the hedged item, as well as the risk-management objective and the strategy
behind the hedging. The Group also documents its assessment on the starting date of the transaction,
and on a recurring basis, as to whether the hedging relationship is highly effective in offsetting the
changes in fair value or in the cash flow of the hedged items.

Financial assets and liabilities from transactions with derivatives are not offset in the statement of
financial position. However, when there is a legal and exercisable right to offset the recorded values and
there is an intention to settle on a net basis or to realize the assets and settle the liability at the same
time, they are presented as net values in the statement of financial position.
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2.8 Noncurrent Assets Held for Sale

Foreclosed assets and noncurrent assets held for sale that the Group intends to sell in a period not
greater than one year, and whose sale is considered highly likely, are recorded as "noncurrent assets
held for sale". These assets are recorded at their book value when transferred to this account or at their
fair value, less the estimated cost of disposal, whichever is lower.

The Group does not depreciate (or amortize) non-current assets as long as they are classified as held
for sale, or are part of a disposal group classified as held for sale.

Impairment losses due to initial or subsequent reductions in the value of the asset (or the group of
assets for disposal) up to the fair value, less sale costs, are recognized by the Group in its statement of
income.

2.9 Financial Guarantees

Financial guarantees are agreements that require the issuer to make specific payments to reimburse
the creditor for losses incurred when a specific debtor fails to meet its payment obligation in accordance
with the original or amended terms of a debt instrument, regardless of its legal form.

On initial recognition, granted financial guarantees are recognized as a liability at fair value, which is
generally the present value of the fees, commissions and interest receivable from these contracts over
the term thereof.

Financial guarantees, whatever be the titular, instrumentation or other circumstances, are reviewed
periodically to determine the credit risk to which they are exposed and, if necessary, to consider the
need to estimate any provision, which is determined by applying criteria similar to those established for
quantifying impairment losses on financial assets.

Provisions formed for financial guarantee agreements that are considered impaired are reported under
liability as “Provisions - Provisions for contingent risks and commitments” and against income for the
period.

Income obtained from guarantee instruments is reported in the “income from commissions” account and
is calculated by applying the percentage of commission specified in the agreement to the nominal
amount of the guarantees.

2.10 Property, Plant and Equipment for Own-Use

Property, plant and equipment includes own assets or those received under capital lease and held by
the Group for current or future use, and are expected to be used for more than one period.

They are recorded on the statement of financial position at their acquisition or construction cost, less
their respective accumulated depreciation and, if applicable, the estimated losses that result from
comparing the net book value of each asset to its respective recoverable amount.

Depreciation in property, plant and equipment is calculated by applying the straight-line method to the
acquisition cost of these assets, less the residual value thereof. It is understood that the land on which
buildings and other constructions are built has an indefinite useful life; therefore, it is not subject to
depreciation.
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Depreciation is calculated by the straight-line method during the estimated useful life of the asset.

The following are the annual rates of depreciation for each asset item:

Category

Useful life

Buildings:

Foundations - structure and cover

50 to 70 years

Walls and divisions

20 to 30 years

Finishing 10 to 20 years
Machinery and equipment 5 to 25 years
Vehicles 5 to 10 years

Office equipment, furniture and fixtures

3 to 10 years

Medium and high-capacity equipment: Power Plant > 40 KW / UPS > 30 kVA / Air Conditioning > 15 T.R.

10 to 12 years

Electrical generator/UPS/Air conditioning in buildings

5to 10 years

Computers

PCs / Laptops / Mobile Devices 3 to 7 years
Servers 3 to 5 years
Communications equipment 5 to 8 years
Specific amplifying equipment 5to 7 years
ATMs 5to 10 years
Leasehold improvements 3 to 5 years
Gas pipelines, networks and lines 75 years

Compressors

8 to 35 years

Maintenance and conservation expenses for property and equipment are recorded as “administrative
costs” for the period in which they are incurred.

Impairment of Items Property, Plant and Equipment

At the end of each accounting period, the Group conducts an analysis to determine if there are any
internal or external indications that a material asset is impaired. If there is evidence of impairment, it
analyzes whether or not the impairment actually exists. This is done by comparing the net value of the
asset on the books to its recoverable amount (fair value less the cost of disposing of the asset or its
value in use, whichever is greater). When the book value exceeds the recoverable amount, it is adjusted
to the recoverable amount by modifying future depreciation charges to bring them in line with the
remaining useful life of the asset.

Similarly, when there are indications that the value of a material asset has been recovered, the Group
estimates the recoverable amount of the asset and records it in the statement of income for the period,
reversing the impairment loss recorded in previous periods and adjusting depreciation prospectively. In
no case may the reversal of an asset's loss due to impairment result in an increase in its book value
above what it would have been had impairment losses not been recognized in previous periods.

2.11 Investment Properties

According to International Accounting Standard (IAS) 40 on “Investment Properties”, these are defined
as land or buildings - considered all or in part - that are held for rent, valuation of the asset, or both,
rather than for own use. Investment properties are recorded initially at cost, which includes all costs
associated with the transaction. Subsequently, those assets are measured according to the fair value
model, with changes in fair value adjusted with a charge or credit to income, as appropriate.
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2.12 Leased Assets

Leased assets delivered on lease are classified at the time the agreement is signed as either finance or
operating leases. A lease is classified as a finance lease when all the rewards and risks of the asset
leased are substantially transferred.

A lease is classified as an operating lease if all of the property’s advantages and risks are not
substantially transferred. Lease agreements that are classified as finance leases are included on the
balance sheet under “loans and receivables” and are recorded the same way as other loans granted, as
indicated above in Note 2.7. Lease agreements classified as operating leases are recorded as tangible
assets and are recorded and depreciated the same way as property, plant and equipment for own use.

Rental proceeds are recorded in income, using the straight line accrual method.
2.13 Assets Received on Lease

At their initial recognition, assets received on lease are classified as financial or operating lease in the
same way using the same analysis described above.

Lease agreements classified as Financial Leases are included in the statement of financial position as
property, plant and equipment for own use or as investment properties, depending on their objective.
Initially, they are recorded in assets and in liabilities simultaneously for an amount equal to the fair value
of the asset received on lease or for the present value of the minimum lease payments if the latter is
lower. The present value of minimum lease payments is established using the interest rate implicit in the
lease agreement or, if it does not contain a rate, the average interest rate on the bonds placed by the
Group on the market is used.

Any initial direct cost incurred by the lessee is added to the amount recognized as an asset.

Subsequent to their initial recognition, assets received in financial leases are treated for accounting
purposes the same way as the own property and equipment or investment property where they were
recorded initially. The value recorded as a liability is included in the financial liabilities account and is
recorded in the same was as financial liabilities See Note 2.21.

Payments under contracts classified as operating leases are recorded in income over the term of the
lease. Any lease incentives received are recorded as an integral part of the total lease expense during
the term of the lease.

2.14 Biological Assets

Until December 31, 2015, bearer plants were considered biological assets and recorded at fair value
with changes in the fair value recorded in profit or loss.

Since January 1, 2016, The Group’s subsidiaries involved in agriculture activities adopted the
modifications issued by IASB related to IAS 16 “Property, plant and equipment” and |AS 41
“Agriculture”, in the sense to consider bearer plants as property, plant and equipment instead biological
assets; for such purpose, these subsidiaries decided to measure bearer plants at fair value as of
January 1, 2016 and to use that fair value as their attributable cost at that date. After their initial
recognition, bearer plants are measured at cost less accumulated depreciation and less impairment
losses, if applicable. Bearer plants are depreciated during the useful life.
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The effect of this change in accounting principles was not material in the interim financial statements of
the Group as of June 30, 2016.

The assets subject to this policy were substantially booked in the former subsidiary Corporacion
Financiera Colombiana S.A. the Group loss control of Corporacion Financiera Colombiana S.A. on
June 21, 2016 and from that date on, consolidation ceased.

2.15 Government Grants

Under Colombian law, the government grants to the agricultural sector special concessions in interest
rates on borrowings from government development entities. These concessions are recognized as
income when the subsidiary in the agricultural sector fulfills certain requirements.

This policy was applied by the Group until June 30, 2016, date on which the deconsolidation (loss of
control) of Corporacion Financiera Colombiana SA was presented (See note 14).

2.16 Business Combinations and Goodwill

Pursuant to IFRS 3 on “Business Combinations”, business acquisitions in which the Group obtains
control of an entity, all or in part, are recorded by the acquisition method. Under this method, the
purchase price is distributed among the identifiable assets acquired, including any intangible asset and
liability assumed, based on their respective fair values. If non-controlling minority interests remain when
the Group gains control of the business, they are recorded at fair value or at the proportional share of
current ownership instruments, in the amounts recognized in the identifiable net assets of the acquired
entity. The Group decides which of these options to use. The difference between the price paid, plus the
value of the non-controlling interest and the net value of the acquired assets and liabilities, determined
as described above in this paragraph, is recorded in assets as “goodwill”.

The goodwill acquired in a business combination is allocated to each of the groups of cash generating
units “CGU” that are expected to make a profit as a result of the business combination. The registered
goodwill is not amortized after that, but is subject to subsequent annual assessments for impairment of
the cash-generating unit to which the goodwill is assigned and from which benefits derived from the
synergies of the business combination are expected.

2.17 Other Intangible Assets

These consist primarily of computer software and licenses, which are measured initially by the cost
incurred in their acquisition or the cost of the internal development phase. Costs incurred in the
research phase are taken directly to expenses in the statement of income.

Development expenses that are directly attributable to the design and testing of computer programs that

are identifiable, unique and susceptible to being controlled by the Group are recognized as intangible
assets provided they meet the following conditions:

e Technically, it is possible to complete production of the intangible asset in a way that makes it
available for use.

o Management intends to complete the intangible asset in question, in order to use it.
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e The Group has the capacity for using the intangible asset.

e |t is possible to demonstrate how the intangible asset will generate likely economic benefits in the
future.

e Adequate financial or other types of resources are available to complete development of the
intangible asset and to use it.

o Disbursement which is attributable to intangible assets during its development can be appraised in a
reliable manner.

Directly attributable costs that are capitalized as part of software include the cost of the personnel who
develop these programs and an appropriate proportion of overhead expenses.

Expenses that do not meet these criteria are recognized as expenses when incurred. Disbursements on
an intangible asset that is recognized initially as an expense may not be recognized at a later date as
part of the cost of an intangible asset.

Following their initial recognition, these assets are measured at cost, less amortization. This is
performed during their estimated useful life, which is three to ten years in the case of computer
programs and ten years for licenses. Amortization is recognized on a straight-line basis, according to
estimated useful life. When closing an accounting period, the Group assesses whether or not there is
any internal or external evidence that an intangible asset is impaired.

2.18 Service Concession Arrangement Rights

The concession arrangement in which the Group, through some of its subsidiaries, is committed to the
Colombian government for the construction or maintenance of infrastructure facilities during a specific
period, and in which the subsidiaries receive revenue for the duration of the agreement, either through
direct contributions from the government or through fees or tolls charged to those who use the
infrastructure, are recorded either as financial assets or as intangible assets, pursuant to the accounting
interpretation outlined in IFRIC 12 on “Service Concession Arrangements”.

A financial asset is recognized when, according to the conditions of the agreement, the subsidiary has
an unconditional contractual right to receive, from the Colombian government, cash or another financial
asset for the construction or services provided, or when the Colombian government guarantees a
minimum amount of revenue from tolls or through rates charged to users of the facility under concession
during the life of the concession agreement.

An intangible asset is recognized when the subsidiaries in the concession agreement have no
unconditional right to receive cash, and their revenue is conditioned by the extent of the public’s use of
the service provided with the asset under concession. In some cases, there may be mixed agreements
in which one part of the agreement is a financial asset or another part is an intangible asset.

Accordingly, the rights in concession arrangements are recorded as follows:

¢ During the construction stage of the works under concession, according to International Accounting
Standard IAS 11 on “Construction Contracts”, all estimated income from construction and the costs
associated with construction are recorded in the consolidated income statement with reference to the
stage of completion of the project at the end of the period. Any expected additional losses are
recorded immediately as an expense.

F-26



Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

e |f the concession agreement is classified as a financial asset, the asset that emerges from the
agreement is recorded at fair value, which is determined as at the present value of the future
payments to which the subsidiary is entitled, discounted using the market interest rate for similar
loans at the moment the subsidiary is entitled to collect, and remeasured at each reporting period.
Financial assets are recorded in the Concession Rights line item in the statement of financial
position.

e |If the concession agreement is classified as an intangible asset, the fair value of that intangible is
calculated indirectly according to its sale price, regardless of the service rendered, and amortized in
the consolidated income statement since the date when the construction is completed and the
respective asset is placed at the service of its users, for the life of the concession agreement.
Revenue received from tolls or fees, once construction of the asset is completed and it is placed at
the service of the public, is recorded when actually received.

This policy was applied by the Group until June 30, 2016, date on which the deconsolidation (loss of
control) of Corporacion Financiera Colombiana SA was presented (See note 14).

2.19 Impairment of Non-Financial Assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than
investment properties and deferred tax assets) to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

Goodwill is tested annually for impairment. For impairment testing, assets are grouped together into the
smallest group of assets that generates cash inflows from continuing use that is largely independent of
the cash inflows of other assets or CGUs. Goodwill arising from a business combination is allocated to
CGUs or groups of CGUs that are expected to benefit from the synergies of the combination.

The ‘recoverable amount’ of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. ‘Value in use’ is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount.

The Group’s corporate assets do not generate separate cash inflows and are used by more than one
CGU. Corporate assets are allocated to CGUs on a reasonable and consistent basis and tested for
impairment as part of the testing of the CGUs to which the corporate assets are allocated.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying amount
of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets in the
CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.
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2.20 Financial Liabilities

A financial liability is any contractual obligation the Group has to deliver cash or other financial assets to
an entity or person, or to exchange financial assets or financial liabilities under conditions that are
potentially unfavorable for the Group. It is also an agreement that can or will be settled using equity
instruments owned by the entity. Financial liabilities are recognized initially at fair value less the
transaction costs directly attributable thereto. Subsequently, these financial liabilities are measured at
their amortized cost according to the effective interest method, using the rate determined initially, and
charged to income as a financial expense.

Financial liabilities are derecognized from the consolidated balance sheet only when the obligations
they generate have been discharged or when they are acquired with the intention of either settling them
or reselling them.

2.21 Employee Benefits

Pursuant to International Accounting Standard IAS 19 - “Employee Benefits”, the Group recognizes all
forms of compensation afforded to employees in exchange for their services.

This compensation is divided into three types:

e Short-term Employee Benefits

These benefits include salaries, legally required and discretionary service bonuses, vacation paid,
severance payments and interest on severance, vacation bonuses, and payroll tax contributions to
Colombian government agencies, which are all paid within 12 months after the end of the period. These
benefits are recognized on an accrual basis and are charged to the consolidated income statement.

o Post-employment Benefits

These are benefits the entities in the Group pay to their employees upon retirement or completion of
their period of employment. They are different from dismissal compensation and, in line with Colombian
labor law; they pertain to retirement pensions assumed directly by the entities in the Group, severance
payable to employees who are subject to the labor regime that existed prior to Law 50 and certain extra-
legal benefits or those agreed in collective labor conventions.

The liability for post-employment benefits is determined based on the present value of estimated future
payments to employees. These are calculated on the basis of actuarial studies performed according to
the projected unit credit method, using actuarial assumptions of mortality rates, salary increases and
staff turnover, as well as interest rates determined by bond market returns at the end of the period of the
Colombian government’s bonds or on high-quality corporate bonds. Under the projected unit credit
method, future benefits to be paid to employees are assigned to each accounting period during which
the employee provides service. Therefore, the respective cost of these benefits registered in the
Group’s consolidated income statement includes the present cost of the service assigned in the
actuarial calculation, plus the calculated financial cost of the liability.

Variations in the liability due to changes in actuarial assumptions are recorded in equity in “Other
Comprehensive Income”.
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Variations in actuarial liabilities due to changes in employment benefits granted to employees that have
a retroactive effect are recorded as an expense on the earlier of the following dates:

a) When a modification of the granted employment benefit takes place.

b) When provisions for restructuring costs are recognized by a subsidiary or a business of the
Company.

e Other Long-term Employee Benefits.

These include all employee benefits other than short-term employee benefits and employee work-
contract termination benefits. In accordance with the collective conventions and regulations of each
company these correspond primarily to seniority bonds.

Liabilities for employee long-term benefits are determined the same way as the post-employment
benefits described in (b) above. The only difference is that changes in actuarial liabilities due to changes
in the actuarial assumptions are registered in the consolidated income statement.

¢ Termination Benefits

These benefits are payments the entities in the Group are required to make due to a unilateral decision
on their part to terminate the employee’s contract or a decision by the employee to accept an offer from
the Group in exchange for terminating his or her employment contract. Under Colombian law, such
payments relate to compensations and other benefits the entities unilaterally decide to grant their
employees in these cases.

Termination benefits are recorded as a liability charged to income on the following dates, whichever
comes first:

e Upon formal notification to the employee of the Company’s/Group’s decision to terminate the
contract.

o When provisions for the cost of restructuring by a Group subsidiary or business that involves the
payment of termination benefits are recorded, provided such provisions comply with the
requirements for the recognition of provisions established in accordance with IAS 37 - “Provisions,
Contingent Liabilities and Contingent Assets”.

2.22 Income Tax

The income tax expense includes the current tax and deferred income tax. It is recognized in the
consolidated income statement except for the part pertaining to the items recognized in the “Other
Comprehensive Income” or other equity account. In this case, the tax is also recognized in “Other
Comprehensive Income” or the respective equity account.

Current income tax is calculated according to the tax laws that are in effect in Colombia at the close of
an accounting period or in the country where any of the Group’s subsidiaries are domiciled. The
management of each company of the Group regularly assesses the positions taken in tax returns with
respect to situations in which the applicable tax laws are subject to interpretation and creates
provisions, when appropriate, based on the amounts expected to be paid to the tax authorities.
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Deferred taxes are recognized on the basis of temporary differences between the tax bases of the
assets and liabilities and the amounts recognized in the consolidated financial statements. These
differences result in amounts that are deductible or taxable in the event of taxable income or losses
pertaining to future periods when the asset’s carrying value is recovered or the liability is settled.
However, deferred tax liabilities are not recognized if they are generated by the initial recognition of
goodwill. A deferred tax is not entered on the books if it results from the initial recognition of an asset or
liability in a transaction other than a business combination that, at the time of the transaction, does not
affect accounting or tax income or loss. Deferred tax is calculated using the tax rates that are in force on
the statement of financial position date and are expected to apply when the deferred tax asset is
realized or when the deferred tax liability is offset.

Deferred tax assets are recognized only when future tax income will likely be available against which
temporary differences can be deducted.

Deferred tax liabilities are recognized to cover temporary taxable differences. The only exception is for
deferred tax liabilities associated with investments in subsidiaries, associates and joint ventures when
the possibility to reverse the temporary difference is controlled by the Group, and will not likely be
reversed in the near future.

Deferred tax assets are recognized for deductible temporary differences only to the extent that the
temporary difference is likely to be reversed in the future and if there is sufficient taxable income against
which the temporary difference can be used.

Deferred tax assets and liabilities are offset when there is a legal right to offset current deferred tax
assets against current tax liabilities and when the deferred tax asset and liability are for taxes levied by
the same tax authority on the same entity, or on different entities when there is a clear intention to offset
balances for the net tax bases.

2.23 Levies

Levies are recorded on the books as liabilities when the event occurs or when the Group performs an
activity on which taxes must be paid, according to legislation that is in effect.

Pursuant to the above, an equity tax created by the Colombian Congress in late 2014, which is
calculated over the equity of companies in Colombia, determined under fiscal rules as of January 1,
every year since 2015 through 2018, is recorded on an annual basis as a liability when incurred and
charged to income, according to the provisions outlined in IFRIC 21 on “Levies”.

2.24 Provisions

The provisions are liabilities in which there is uncertainty about timing or amount. Provisions for
environmental, dismantling and restoration, restructuring costs and legal claims are recognized when
the Group has a current legal or constructive obligation to do so as a result of past events, when an
outflow of resources likely will be required to settle the obligation, and when the amount has been
reliably estimated.

Restructuring provisions include lease termination penalties and employee termination payments.
When there are several similar obligations, the probability of a cash outflow being required is

determined by considering the type of obligations as a whole. A provision is made, even if the likelihood
of a cash outflow with respect to any item included in the same category of obligations is small.
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Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation, using a discount rate before taxes that reflects current market assessments of the value of
money over time and the specific risks of the obligation. An increase in the provision due to the passage
of time is recognized as an interest expense.

2.25 Revenues

Revenues are measured by the fair value of the compensation received or to be received, and
represent amounts to be collected for goods delivered, net discounts, returns and the value added tax
(VAT). The Group recognizes revenue when its amount can be measured reliably, when it is likely that
future economic benefits will flow to the entity, and when the specific criteria for each of the Group’s
activities have been met.

e Rendering Services

The Group provides a variety of services. Revenue from services rendered is recorded in the accounting
period during which the services were provided, referencing the termination stage of the specific
transaction, and evaluated on the basis of the real service provided as a proportion of the total services
to be rendered. When services are provided through an unspecified number of actions during a specific
period of time, revenue from ordinary activities is recorded on a straight-line basis throughout the
agreed period.

e Customer Loyalty Program

The Group operate a number of customer loyalty programs in which customers accumulate points for
purchases made and can redeem reward points in accordance with the policies and rewards plan in
effect at the time of redemption. Points for rewards are recorded as an identifiable component separate
from the initial sale transaction, with the fair value of the compensation received being assigned
between the rewards points and other sale components in such a way that the loyalty points are initially
recognized as deferred income at their fair value. Income from the rewards points is recognized when
these points are redeemed.

¢ Income from commissions and fees
Commissions are recorded as income in the consolidated income statement.
This is done as follows:

o Commissions on banking services are recorded when the respective services are rendered.

e The annual commission on credit cards is recorded and amortized by the straight-line method
during the useful life of the product.

e Commissions incurred when new loans are granted are deferred and taken to income during the
term of the loan, net of costs incurred, using the effective interest method.

e Sales.

Revenue from the sale of goods or fixed assets of the Group’s subsidiaries that operate in the non-
financial sector is recognized when the risks and returns of the product sold have been transferred to
the buyer.
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2.26 Basic and Diluted Net Income Per Share

Net income per share is calculated by dividing the net income for the period attributable to the Group’s
shareholders by the weighted average number of common shares outstanding during the period. Diluted
earnings per share are determined the same way, on the basis of net profit, and weighted average
number of shares outstanding adjusted for the potential dilutive instruments such as stock options. The
Group does not have financial instruments with potential voting rights.

2.27 Operating Segments

The Group separately discloses information on each of the operating segments that have been
identified and exceed the quantitative thresholds set for an operating segment, as per IFRS 8.

e Their reported income from ordinary activities, including sales to external customers as well as inter-
segment sales or transfers, is equal to or more than 10 percent of the revenue from the combined
ordinary activities, both internal and external, of all the operating segments.

o The amount of their reported income is, in absolute terms, equal to or more than 10 percent of either
of the following, whichever is greater: (i) the combined reported earnings of all the operating
segments that might not have shown losses, and (ii) the combined reported losses of all the
operating segments that might have shown a loss.

e Their assets are equal to or more than 10 percent of the combined assets of all the operating
segments.

The information relating to other business activities of the operating segments that are not reportable is
combined and disclosed in the “Others” category.

According to IFRS 8, an operating segment is a component of a unit that:

e Contracts business activities from which it may earn revenue and incur expenses (including revenue
and expenses from transactions with other components of the same entity);

e Has its operating income reviewed regularly by the Chief Operating Decision Maker who makes
decisions on resource allocation to the segment and assesses its performance; and

e Has discrete financial information available on said income.
2.28 New and Amended IFRSs

Below is a list of the new and amended standards that have been issued by the IASB and are effective
for annual periods starting on or after January 1, 2017. Management is in the process of assessing the
potential impact of these pronouncements on the Group’s consolidated financial statements.

Effective for Annual

New or Amended Standard Title of the Standard Periods On or After

Sale or Contribution of Assets between an Investor

Amendments to IFRS 10 and IAS 28 and its Associate or Joint Venture

Amendments to IAS 7 Disclosure Initiative January 1, 2017
Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealized Losses January 1, 2017
IFRS 15 Revenue from Contracts with Customers January 1, 2018
IFRS 9 Financial Instruments January 1, 2018
IFRS 16 Leases January 1, 2019
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Below is a summary with the new and amended standards that have been issued by the IASB:

a)

b)

Year - 2014:

IFRS 9 Financial Instruments (“IFRS 9”) addresses the classification, measurement and
recognition of financial assets and financial liabilities. IFRS 9 was issued in November 2009 and
October 2010. It replaces the parts of IAS 39 Financial Instruments: Recognition and Measurement
(“IAS 39”) that relate to the classification and measurement of financial instruments. IFRS 9 requires
financial assets to be classified into two measurement categories: those measured at amortized cost
and those measured at fair value. The determination is made at initial recognition. The basis of
classification depends on the entity’s business model for managing its financial instruments and the
contractual cash flow characteristics of the financial asset. The guidance in IAS 39 on impairment of
financial assets and hedge accounting continues to apply. For financial liabilities, this standard
retains most of the IAS 39 requirements. The main change is that, in cases where the fair value
option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit risk
is recorded in other comprehensive income rather than the income statement, unless this creates an
accounting mismatch. Some amendments to IFRS 9 and IFRS 7 Financial Instruments: Disclosures
(“IFRS 7”) were issued in December 2011.

The IASB issued the full version of IFRS 9 in July 2014. The IASB amended the requirements for
classification and measurement for financial assets by addressing a limited range of implementation
issues and introducing a measurement category entitled "fair value with changes in other
comprehensive income," which applies to simple concrete debt instruments. The IASB also
expanded IFRS 9 to include requirements on impairment value related to accounting for expected
credit losses on the financial assets of an entity and commitments to extend credit. A new mandatory
effective date was established as well.

These amendments to IFRS 9 modify the mandatory effective date of January 1, 2018, and the relief
from restating prior periods, and also add transition disclosures to IFRS 7 that are required to be
applied when IFRS 9 is first applied. The Company’s management is currently evaluating the impact
IFRS 9 will have on its consolidated financial statements and disclosures.

IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) was issued in May 2014. IFRS 15
provides a single, comprehensive revenue recognition model for all contracts with customers to
improve comparability within industries, across industries, and across capital markets.

This standard contains principles that an entity will apply to determine the measurement of revenue
and timing of when it is recognized. The underlying principle is that an entity will recognize revenue
to depict the transfer of goods or services to customers at an amount that the entity expects to be
entitled to in exchange for those goods or services. IFRS 15 is effective on January 1, 2018, with
early adoption permitted. The Group is expected to be impacted to some extent by the significant
increase in required disclosures. The Company’s management is currently in the process of
assessing the changes that are beyond disclosures, and the effect of the adoption of this standard
regarding technology systems, processes, and internal controls to capture new data and address
changes in financial reporting.
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Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture

These were issued in September 2014 and address and acknowledge the inconsistency between the
requirements in IFRS 10 and those in IAS 28 (2011) regarding the sale or contribution of assets
between an investor and its associate or joint venture. The main consequence of the amendments is
that a full gain or loss is recognized when a transaction involves a business (whether it is housed in a
subsidiary or not). A partial gain or loss is recognized when a transaction involves assets that do not
constitute a business, even if these assets are housed in a subsidiary.

In December 2015 the IASB postponed the effective date of these amendments indefinitely pending
the outcome of its research project on the equity method of accounting.

Year 2015:

The IASB issued amendments to IFRS 15 (mentioned above sections b and c)

Year 2016:

Amendments to IAS 7 Disclosure Initiative were issued in January 2016 and clarify that companies
should provide disclosures that enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both changes arising from cash flows and non-cash
changes.

Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealized Losses were issued in
January 2016 and clarify the requirements on recognition of deferred tax assets for unrealized
losses, to address diversity in practice. Earlier application is permitted.

The Company’s management is currently evaluating the impact IAS 12 will have on its consolidated
financial statements and disclosures.

IFRS 16 Leases (“IFRS 16”) was issued in January 2016 and replaces IAS 17 Leases. IFRS 16 sets
out the principles for the recognition, measurement, presentation and disclosure of leases. The major
change introduced by IFRS 16 is that leases will be brought onto the companies’ statements of
financial position, increasing the visibility of their assets and liabilities. IFRS 16 removes the
classification of leases as either operating leases or finance leases for the lessee, treating all leases
as finance leases. Short-term leases (less than 12 months) and leases of low-value assets are
exempt from the requirements. Early application of IFRS 16 is permitted as long as the IFRS 15
Revenue from Contracts with Customers is also applied.

The Company’s management is currently evaluating the impact IFRS 16 will have on its consolidated
financial statements and disclosures.

NOTE 3 - CRITICAL ESTIMATES AND JUDGMENT IN APPLYING ACCOUNTING POLICIES

The Group’s management makes estimates and assumptions that affect the amounts recognized in the
consolidated financial statements and the carrying value of assets and liabilities within the next fiscal
year. These judgments and estimates are assessed continuously and are based on management’s
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Management also makes certain judgments apart from those involving
estimates in the process of applying accounting policies.
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The judgments that have the most significant impact on the amounts recognized in the consolidated
financial statements and the estimates that can cause a significant adjustment in the carrying value of
assets and liabilities within the next year include the following:

3.1 Deconsolidation (Loss of Control) of Corporacién Financiera Colombiana S.A.

To determine the accounting policy applicable to loss of control, the Group took into account that
IFRS 10 establishes specific accounting treatment, without excluding transactions between entities
under common control. The accounting policy was established in accordance with the requirements
stipulated in IAS 8 in order to provide reliable and relevant financial information. As at June 21, 2016,
the Group consolidated Corporaciéon Financiera Colombiana S.A., since it had substantive control
through a shareholder’'s agreement that provided the Group with control through the participation in the
board of directors. On that date the shareholders’ agreement was amended and substantive control
was passed to Grupo Aval Acciones y Valores S.A. (See note 14)

3.2 Held to maturity financial assets

Management applies judgment in assessing whether financial assets can be categorized as held to
maturity, in particular (a) its intention and ability to hold the assets to maturity and (b) whether the assets
are quoted in an active market. If the Group fails to keep these investments to maturity other than in
certain specific circumstances for example, selling an insignificant amount close to maturity it will be
required to reclassify the entire class as available for sale. The investments would, therefore, be
measured at fair value rather than amortized cost. If the entire class of held to maturity investments is
tainted, the carrying amount would increase by $23,634 as of June 30, 2016 (December 31, 2015:
decrease by $29,510), with a corresponding entry in other comprehensive income.

3.3 Active Market

An active market exists if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s length basis.

The Group considers a market for a particular financial instrument as active if trades of the instrument
occur on more than 90% of the trading days.

3.4 Impairment of Available for sale Financial Assets

The Group determines that available for sale investments are impaired when there has been a
significant or prolonged decline in the fair value below its cost. This determination of what is significant
or prolonged requires judgment. For an investment in an equity security, a significant or prolonged
decline in its fair value below its cost is objective evidence of impairment. In this respect, the Group
regards a decline in fair value in excess of 20% to be “significant” and a decline in a quoted market price
that persisted for nine months or longer to be “prolonged”. In making this judgment, the Group
evaluates, among other factors, the volatility in the security price. In addition, impairment may be
appropriate when there is evidence of changes in technology or deterioration in the financial health of
the investee, industry and sector performance, or operational or financing cash flows. If all declines in
fair value below cost had been considered significant of prolonged, at June 30, 2016, the Group would
have suffered an impairment loss of $442,428 (December 31, 2015: $813,619), being a reclassification
from OCI to profit and loss for the period.
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3.5 Financial assets Impairment Provisions

According to IAS 39, the Group regularly reviews its loan portfolio for impairment. In determining if any
impairment must be recorded against the year’s income, management judges whether or not there is
observable data showing a decrease in the estimated cash flow from the loan portfolio before the
decrease in that flow can be identified for a particular loan in the portfolio.

The process used to calculate the provision includes an analysis of specific, historical and subjective
components. The methods used by the Group include the following:

e Aregular, detailed analysis of the loan portfolio.

o A system of classifying loans according to risk levels.

e A regular review of the summary of loan-loss provisions.

¢ Identification of loans to be assessed individually for impairment.

e Consideration of internal factors such as our size, organizational structure, the structure of the loan
portfolio, the loan management process, a trend analysis of non-performing loans and historical loss
experiences.

e Consideration of the risks inherent in different types of loans.

o Consideration of external factors - both local, regional and national - as well as economic factors.

In the process of calculating impairment for loans deemed individually significant and all the financial
assets classified as held to maturity based on the discounted cash flow method, the management of the
Group makes assumptions as to the amount to be recovered from each customer and the time when it
will be recovered. Any change in this estimate can generate significant changes in the value of the
allowance that is established. In calculating impairment for and other financial assets at amortized cost
considered to be individually significant, based on their collateral, management estimates the fair value
of that collateral with the help of independent appraisals. In turn, any variation in the price ultimately
obtained in recovering the collateral can prompt significant changes in the value of the impairment.

In turn, any variation in the price ultimately obtained in recovering the collateral can prompt to significant
changes in the value of the impairment.

In the process of calculating collective impairments, provisions for loans that are not considered
individually or those individually significant loans that are not impaired and are assessed collectively for
impairment, the historic loss rates used in the process are regularly updated to include the most recent
data that reflect current economic conditions, trends in industry performance, geographic concentrations
or concentrations of borrowers within each portfolio segment, and any other relevant information that
could affect estimation of the loan impairment provision. Many factors can affect estimates of the
provisions for losses on loans granted by the Group, including volatility in the probability of impairment,
migration and estimates of the severity of the losses.

To quantify the losses incurred in collectively assessed portfolios, the Group has calculation methods

that take into account four main factors; namely, exposure at default, probability of default, the loss
identification period and the severity of the loss.
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e Exposure at default (EAD) is the amount of risk incurred at the time of counterpart default.

e Probability of default (PD) is the possibility the counterpart will default on its obligations to pay capital
and/or interest. The probability of default is associated with the rating/scoring or the level of default of
each counterpart/transaction.

In the specific case of loan default (more than 90 days past due), the assigned PD is 100%. A loan is
rated as impaired when it is 90 days or more past due, as well as in cases where, even without
default, there are doubts about the counterpart’s solvency (loans subjectively considered bad debts).

e The loss identification period (LIP) refers to the time elapsed between the occurrence of the event
that generates a certain loss and the time that loss becomes clearly evident at the individual level.
LIPs are analyzed based on loans with similar risk.

e Loss given default (LGD) is the estimated loss in the event of default. It depends mainly on the
characteristics of the counterpart and the valuation of the collateral associated with the transaction.

The following table* shows sensitivity analysis of the most important variables that affect calculation of
the loan impairment provision, on a variation of 10%:

June 30, 2016

Sensitivity Increase Decrease
Loans assessed individually:
Probability of default on estimated future cash flows 10% 126,193 (126,267)
Loans assessed collectively:
Probability of default 10% 98,647 (103,075)
Severity of the estimated loss 10% 73,276 (89,161)
Loss identification period 1month $ 118,688 (118,664)

December 31, 2015

Sensitivity Increase Decrease
Loans assessed individually:
Probability of default on estimated future cash flows 10% $ 117,643 (148,217)
Loans assessed collectively:
Probability of default 10% 92,632 (93,536)
Severity of the estimated loss 10% 82,756 (83,660)
Loss identification period 1month § 103,876 (104,780)

3.6 Fair Value of Financial Instruments

The fair values of financial instruments are estimated according to the fair value hierarchy, classified in
three levels that reflect the significance and level of inputs used in this measurement.

Information on the fair values of financial instruments classified by levels using observable data for
levels 1 and 2 and non-observable data for level 3 is provided in Note 5.

Establishing what constitutes “observable” date requires a significant judgment by the Group.
IFRS considers observable data as market data that are already available, which are regularly updated

or distributed, reliable and verifiable and reflect the assumptions that the market players would use to fix
the price of the asset or liability.
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3.7 Deferred Income Tax:

The Group evaluates the possibility of recovering deferred income tax assets over time. These tax
assets represent income taxes that can be recovered through future deductions from taxable income,
and are recorded in the statement of financial position. Deferred income tax assets are considered to be
recoverable when the relative tax benefits are regarded as probable. Future tax income and the amount
of tax benefits considered to be probable in the future are based on the mid-term plans prepared by
management. The business plan is based on management’s expectations that are believed to be
reasonable under the circumstances. As a prudent measure in terms of determining the realization of
deferred taxes, the financial and tax projections of each subsidiary in the Group were developed by
considering only a consistent growth rate of 3% annually in projected inflation over five years.

At June 30, 2016 and December 31, 2015, the Group’s management estimates that the deferred
income tax asset items would be recoverable, based on its estimates of future taxable profits. No
deferred tax liabilities have been registered related to temporary differences from investments in
subsidiaries, in associates, including Corporacion Financiera Colombiana S.A. because: i) the Group
controls both the subsidiaries and the decision to sell its investments in associates; therefore, it can
decide on the reversal of such temporary differences; and ii) the Group does not plan to realize them in
the foreseeable future; therefore, it is likely those temporary differences will not be reverse during that
period. See Note 20.

3.8 Fair Value of Biological Assets:

The assets subject to this policy were substantially booked in the former subsidiary Corporacion
Financiera Colombiana S.A. The Group lost control, of Corporacion Financiera Colombiana S.A. on
June 21, 2016 and, from that date on, consolidation ceased. Previously to the deconsolidation of
Corporacion Financiera Colombiana S.A. (see Note 14), and as of December 31, 2015, fair value of the
Group’s biological assets in long-term crops is determined based on reports prepared internally by the
Group’s companies and by experts in the development of such crops, as well as the preparation of
valuation models. Due to the nature of these crops and the absence of data on comparable markets, the
fair value of these assets is determined based on models of discounted cash flow of the net future cash
flows for each crop, considering the estimated future amounts of produce to be harvested, the current
prices of that produce and the estimated cost of its harvest and maintenance, discounted by risk-free
interest rates adjusted according to the risk premiums required under these circumstances.

3.9 Initial Recognition of Transactions with Related Parties:

The Group enters into transactions with related parties in the normal course of its business. IAS 39 -
Financial Instruments recognizing and measurement requires initial recognition of financial instruments
based on their fair value. Judgment is applied in determining whether or not transactions are carried out
at market rates of interest when there is no active market for such transactions.

The basis for judgment consists of valuing similar transactions with unrelated parties and analyzing
effective interest rates. The terms and conditions of transactions with related parties are outlined in Note
36.

3.10 Goodwill Impairment:

The Group’s management evaluates impairment of the goodwill recorded on its consolidated financial

statements, on an annual basis at November 30, and when there are indications that any of the cash
generating units (CGU) to which goodwill was allocated might be impaired, based on studies to that
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effect conducted by independent experts engaged for this purpose and in accordance with IAS 36 -
Impairment of Assets.

These studies are conducted based on valuations of the cash-generating units to which goodwill was
assigned upon its acquisition. This is done by the discounted cash flow method, taking into account a
number of factors, such as the economic situation of the country and the sector where the Group
operates, historical financial information, and projections on growth of the company’s revenues and
expenses in the next five years and, subsequently, growth in perpetuity considering its profit
capitalization rates discounted at risk-free interest rates that are adjusted according to the risk premiums
that are required given the circumstances of each company.

The assumptions used for the valuations are outlined in Note 18.
3.11 Estimate for Provision:

The Group calculates and records an estimate for provision to cover possible losses in labor, civil and
commercial judgments and tax assessments or others, depending on the circumstances, which in the
opinion of external legal counsel and / or in-house counsel are considered a probable loss and can be
reasonably estimated. Given the nature of many of the complaints, cases and / or processes, it
sometimes is not possible to arrive at an accurate prognosis or to quantify the amount of loss
reasonably. Accordingly, the actual amount of the payments made for claims, cases and / or processes
is consistently different from the amounts estimated and provisioned originally. These differences are
recognized in the year when they are identified. See Note 29.

3.12 Post-Employment Plan:

The measurement of post - employment plans is dependent on a wide variety of long-term actuarial
assumptions, including estimates of the present value of future pension payments projected for pension
plan participants, considering the likelihood of potential future events, such as increases in the minimum
urban wage and demographic experience.

These assumptions can have an effect on the amount and on future contributions, if there is a variation.

The discount interest rate makes it possible to ascertain future cash flows at present value on the
measurement date. The Group determines a long-term interest rate that represents the market rate for
high-quality fixed income investments or for government bonds denominated in Colombian pesos, which
is the currency in which the benefit will be paid, and considers the opportuneness and amounts of future
benefit payments, for which the Group has selected government bonds.

The Group uses other key assumptions for valuing actuarial liabilities, which are calculated based on
the specific experience of the Group, combined with published statistics and market indicators (see Note
23, which describes the most important assumptions used in the actuarial calculations and respective
sensitivity analyses).

NOTE 4 - RISK MANAGEMENT

Banco de Bogota and its financial sector subsidiaries such as Grupo BAC Credomatic, including its
subsidiaries in Central America, Administradora de Fondos de Pensiones y Cesantias Porvenir and
Fiduciaria Bogota, among others, manage risk pursuant to the applicable regulations in each country
and the Group’s internal policies.
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The Bank’s non-financial sector subsidiaries are less exposed to certain financial risks, although they
are exposed to adverse changes in the prices of their products and to operational and legal risks.

4.1 Risk Management: Objective and General Guidelines

The Group’s objective is to maximize returns for its investors, through proper risk management. The
guiding principles of risk management of the Group have been the following:

a
b

) Security and continuity plans in the services being offered to the clients.

) Make risk management a part of every institutional process.

c) Collective decision making for commercial lending at the Board of Directors.
)

d) Extensive and in-depth market knowledge, as a result of our leadership and our experienced, stable

and seasoned senior manager.
e) Clear risk policies based on a top-down approach with respect to:

e Compliance with know-your-customer policies.
e Commercial loans credit structured based on a clear identification of sources of repayment and on
the cash flow generating capacity of the borrower.

f) Use common credit analysis tools and loan pricing tool across the Group’s subsidiaries.
g) Diversification of the commercial loan portfolio with respect to industries and economic groups.
h) Specialization in consumer products niches.

i) Extensive use of continuity updated credit rating and scoring models to ensure the growth of high
credit quality consumer lending.

j) Conservative policies in terms of:

o Trading portfolio competition with bias toward instruments, with lower volatility.
e Proprietary trading.
e The variable remuneration for the trading staff.

4.2 Risk Culture

The Group’s risk culture is based on the principles indicated in the section above and they are
transmitted to all the business and management units and they are supported, among other things, by
the following drivers:

a) Inevery entity in the Group, the risk function is independent of the business units.

b) The structure of delegation of powers within the Group requires that a large number of transactions
to be sent to the risk committees at the bank central services. The high number and frequency of
meetings held by these committees guarantee great agility in resolving proposals while ensuring the
senior management’s intense participation in the daily management of risk.

c) The Group has detailed manuals and policies for risk management. The business and risk groups of
the Group hold regular orientation meetings based on approaches to risk that are consistent with
the Group’s risk culture.
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d) Risk limit plan: The Group has implemented a risk limit system that is updated on a regular basis to
address new conditions in the markets and the risks to which they are exposed.

e) There are adequate information systems to monitor risk exposure on a recurring basis, so as to
ensure the approval limits are systematically met and, if necessary, to take the proper corrective
action.

f) The main risks are analyzed not only when they arise or when problems occur during the normal
course of business, but also on a permanent basis.

g) The Group offers adequate, permanent training courses on risk culture. These courses are given at
every level within the organization. It also has remuneration plans for certain employees, depending
on their adherence to the risk culture.

4.3 Corporate Structure of the Risk Function

According to the guidelines set forth by the Group, the corporate structure for risk management at the
level of the Group is comprised of the following levels:

e Board of Directors.
¢ Risk committees.

¢ Risks vice president.
¢ Risk management administrative processes.

e Internal Auditing Department.
a. Board of Directors

The boards of directors of the Group and each subsidiary are responsible for adopting the following
decisions, among others, with respect to the proper organization of each entity’s risk management
system:

o Define and approve the general policies and strategies related to the internal control system for risk
management.

e Approve the entity’s policies in relation to the management of different risks.

¢ Approve trading and counterparty limits, according to defined attributions.

e Approve exposure and limits for different types of risks.

¢ Approve different procedures and methodologies for risk management.

e Approve the allocation of human, physical and technical resources for risk management.

¢ Indicate the responsibility and attributes assigned to the different positions and areas in charge of
risk management.

o Create the committees that are needed to ensure the proper organization, control and monitoring of
operations that generate risk exposure, and define the duties of such committees.

e Approve internal control systems for risk management.
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e Require management of the Group to submit different periodic reports on the levels of exposure to
various risks.

o Evaluate recommendations and corrective actions proposed for risk management processes.
e Require a variety of periodic reports from management on the levels of exposure to different risks.

e Conduct monitoring and follow-up at regular board meetings, based on periodic risk-management
reports submitted by the Audit Committee and on measures taken to control or mitigate the more
relevant risks.

e Approve the nature and scope of the strategic business and markets where the Group will operate.
b. Risk Committees

The Group has credit-risk and treasury committees, among others, integrated by members of the Board
of Directors, and those committees. The Board regularly discusses, measures, controls and analyzes
credit-risk management (SARC - Spanish acronym) and treasury risk (SARM - Spanish acronym) within
the Group. There is also an assets and liability committee in order to analyze and take decisions
regarding the management of assets, liabilities and liquidity through the Liquidity Risk Management
System (SARL - Spanish acronym).

The Audit Committee handles analysis and monitoring of the Operational Risk and Business Continuity
Management System (SARO-PCN - Spanish acronym). The duties of these committees include the
following, among others things:

a) Proposing to the Board of Directors of the respective entity the suitable policies for managing the
risks that concern each committee and the business processes and methodologies in that respect.

b) Reviewing systematically the entity’s exposure to risk and taking the corrective actions they deem
necessary.

c) Ensuring that the actions taken by each business unit in relation to risk management are consistent
with previous defined levels of risk appetite.

d) Approving the decisions that are within the attributes established for each committee by the Board
of Directors.

The following is a description of the risk committees:

General Risk Management Committee

The objective of this committee is to establish policies, procedures and strategies for comprehensive
management with respect to credit, market, liquidity, operational, money laundering and terrorism
financing risks.

Its main duties involve:

e Measuring the entity’s comprehensive risk profile.

¢ Designing systems to monitor and follow up on levels of exposure to the different risks the entity
faces.

F-42



Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

Reviewing and proposing to the Board of Directors the level of tolerance and degree of exposure to
risk the entity is willing to assume in the course of its business. This implies evaluating alternatives to
align risk appetite in the various risk management systems.

Assessing the inherent risks in new markets, products, segments and countries, among others.

Credit and Treasury Risk Committee

The purpose of this committee is to discuss measure, control and analyze credit risk management
(SARC) and treasury risk management (SARM). Its primary duties involve:

C.

Monitoring the credit and treasury risk profile to ensure the level of risk remains within established
parameters, pursuant to the entities risk limits and policies.

Evaluating incursion into new markets and new products.

Assessing policies, strategies and rules of procedure in commercial activities with respect to both
treasury and loan operations.

Ensuring that risk management and measurement methodologies are appropriate, given the
characteristics and activities of the entity.

Assets and Liabilities Committee

The objective of this committee is to support the senior management in establishing risk policies and
limits, monitoring, control and measurement systems to support the management of assets and
liabilities, and liquidity risk management though the different liquidity risk management systems (SARL -
Spanish acronym).

Its main duties include:

d.

Establishing adequate procedures and mechanisms for liquidity risk management.
Monitoring liquidity risk exposure reports.

Identifying the origin of risk exposure through sensitivity analysis, in order to assess the probability of
lower returns for the entity or assess the necessity of new liquidity resources.

Audit Committee

The purpose of this committee is to evaluate and monitor the internal control system.

Its main duties include:

Proposing to the Board of Directors, for its approval, the structure, procedures and methods required
for the Internal Control System to operate.

Assessing the entity’s internal control structure to determine if the designed internal control
procedures reasonably protect its assets and the third-party assets it manages has custody of.

Verify whether there are internal controls are in place to ensure that transactions are properly
authorized and recorded. For such purpose, the Statutory Auditor, the Auditing Department and the
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areas responsible for managing the different risk systems submit compulsory periodic reports to the
Committee, along with any others that might be required.

e Monitoring risk exposure levels, implications for the entity, and the measures taken to control and
mitigate risk.

e. Vice Presidency Credit Risk

The duties of the credit risk Vice President are the following, among others.

¢ Ensuring that each subsidiary in the Group properly complies with the risk-management policies and
procedures established by the Board of Directors and by the different risk committees.

¢ Designing risk-management methods and procedures to be followed by management.

e Establishing permanent monitoring procedures for timely identification of any deviations from risk-
management policy.

e Preparing regular risk-compliance reports for the risk committees, for the Board of Directors of each
subsidiary and for the Colombian government agencies that are responsible for oversight and control.

f. Administrative Processes for Risk Management

In accordance with its business models the Group has structures and procedures that are well defined
and documented in manuals concerning the administrative processes to be followed for risk
management. Each subsidiary also has a variety of technological tools to monitor and control risk.
These are discussed, in detail, later in this note.

g. Internal Auditing Department

The internal audits of each of the Group’s subsidiaries are independent from management. They
depend directly on the audit committees. Pursuant to their duties, these committees conduct periodic
assessments of compliance with the policies and procedures to be followed by the Group in terms of
risk management.

Their reports are submitted directly to the risk and audit committees, which are in charge of monitoring
the Group management in terms of the corrective measures taken.

BAC Credomatic Group

BAC Credomatic Group is consolidated by the Group through its subsidiary Leasing Bogota Panama,
whose main operations are in Central America, BAC Credomatic Group has its own policies, purposes
and procedures for risk management.

Risk is periodically managed and monitored through the following corporate-governance bodies,
established at the regional level and as in the countries where BAC Credomatic Group operates: the
Comprehensive Risk Management Committee, the Assets and Liabilities Committee (ALICO, for the
Spanish acronym), the Compliance Committee, the Credit Committee, the Audit Committee and the
Investment Committee, as applicable.

With regard to credit risk management, BAC has a centralized structure headed by a national risk
director who reports to the CEO of BAC. In turn, the CEO leads the Regional Credit Committee, which is
responsible for establishing applicable growth strategies, policies and procedures, pursuant to each
country’s level of risk.
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Although the local risk management units report to the CEO of the entity in each country, compliance
with policies and procedures is reported to the Regional Risk Director.

In terms of market risk, BAC has a regional unit to manage policy concerning investment and the
management of assets and liabilities. It establishes guidelines to determine country and counterparty
risk limits, limits on monetary positions in foreign currency and guidelines on how to manage liquidity,
interest rate and exchange risks.

The establishment of regional risk management policies is the responsibility of the Regional Assets and
Liabilities Committee, which is made up of BAC Board Members.

4.4 Individual Risk Analysis

The Group is made up largely of entities in the financial sector. Consequently, they are exposed to a
range of financial, operational, reputational and legal risks in the course of their business.

Financial risks include market risk (trading and price risks, as described below) and structural risks
stemming from the composition of the assets and liabilities on the balance sheet. These include the
credit, foreign exchange rate, liquidity and interest rates risks.

The Group’s subsidiaries that do business in areas other than the financial sector, commonly known as
the “real sector”, have less exposure to financial risk but are exposed to adverse changes in the prices
of their products.

An analysis of each of the aforementioned risks, in order of importance, is provided below. These risks
are managed separately by the Bank and each of its subsidiaries of the Group. Unless otherwise
indicated, Banco de Bogota’s risks consolidate the risk information on BAC Credomatic Group.

a. Credit Risk

Consolidated Credit Risk Exposure

The Group is exposed to credit risk, which consists of the debtor causing a financial loss by not fulfilling
its obligations in a timely manner and in the full amount of the debt. The Group and its subsidiaries are
exposed to credit risk as a result of their loan activities and transactions with counterparties that give
rise to financial assets.

Pursuant to IFRS 7, the Group’s maximum exposure to credit risk at the consolidated level is reflected in
the book value of the financial assets listed in the consolidated statement of the Group’s financial
position at June 30, 2016 and December 31, 2015, as indicated below:

June 30, December

Account 2016 31, 2015
Assets
Deposits in banks other than the Central Bank of Colombia (Banco de la Republica) $ 10,329,225 12,575,589
Financial instruments held for trading

Government 548,566 1,916,873

Financial entities 343,360 478,362

Other sectors 64,828 82,229

956,754 2,477,464

Financial instruments available for sale

Government 6,119,508 8,262,530
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Account June 30, December
2016 31, 2015
Financial entities 2,560,104 2,991,259
Other sectors 643,282 677,500
9,322,894 11,931,289
Other financial assets at fair value through profit or loss 0 1,891,692
Trading and hedging derivatives 843,986 719,202
Financial instruments held to maturity
Government 1,056,533 1,178,022
Financial entities 9,554 52,942
Other sectors 0 8,953
1,066,087 1,239,917
Loan portfolio
Commercial 58,954,215 60,609,310
Consumer 23,925,116 24,490,342
Mortgage loans 10,516,118 10,627,866
Microcredit 382,568 385,639
93,778,017 96,113,157
Other accounts receivable 1,195,000 3,313,986
Total financial assets with credit risk 117,491,963 130,262,296
Off-balance sheet credit risk instruments at their face value
Financial collateral and guarantees 3,450,677 3,702,090
Credit limits 16,055,923 16,768,919
Total exposure to off-balance sheet credit risk 19,506,600 20,471,009
Total maximum exposure to credit risk $ 136,998,563 150,733,305

The impact of netting assets and liabilities to potentially reduce exposure to credit risk is not significant.
For guarantees and commitments to extend the amount of a loan, the maximum exposure to credit risk
is the amount of the commitment. The credit risk is mitigated by guarantees and collateral, as described
below:

Mitigation of Credit Risk, Collateral and Other Credit Risk Improvements

In most cases, maximum exposure to credit risk for each entity of the Group is reduced by collateral and
other credit enhancements, which lower the Group’s credit risk. The existence of collateral can be a
necessary measure; however, in and of itself, collateral is not enough to accept credit risk. At the group
level, collateralized loans account for 43.5% of total exposure at June 30, 2016 (42.7% at December 31,
2015), including commercial and personal loans. This percentage is higher in mortgages and
commercial loans whereas consumer loans are not generally collateralized.

The Group’s credit risk policies require an assessment of the debtor’s ability to pay and its capacity to
generate sufficient sources of funding to allow for debt amortization.

The policy on credit risk acceptance is, therefore, organized at three different levels within each of the
Group’s entities.

¢ Financial risk analysis: There are different credit-risk assessment models, such as the financial-
rating models for commercial loans. These models are based on the customer’s financial
information and its financial history with the Group or with the financial system in general.

e There also are scoring models for massive portfolios (consumption, mortgage loans and
microcredit); these are based on information regarding behavior towards the entity and the system,
as well as socio-demographic and customer profile variables. Additionally, an analysis of the
financial risk of the operation is performed based on the debtor’s ability to pay or to generate funds
for significant individual loans.

F-46



Banco de Bogota S.A. and Subsidiaries
Notes to the Interim Consolidated Financial Statements
At June 30, 2016 and December 31, 2015
(Figures expressed in millions of Colombian pesos, except for exchange rate information and net
earnings per share)

e The procurement of adequate collateral with enough value-to-loan ratio according to the credit
policies of each bank, in accordance with the risk assumed and in any form, such as personal
collateral, cash deposits, investments securities and Residential mortgage real estate guarantees.

e Assessment of the liquidity risk of received collateral.

The methods used to assess collateral are consistent with the best market practices and involve the use
of independent real estate appraisers, the market value of securities or the valuation of the companies
issuing the securities. All collateral must be legally evaluated and processed according to the
parameters for its provision, pursuant to applicable legislation.

The details of the loan portfolio according to the type of collateral received at June 30, 2016 and
December 31, 2015 on loans granted by the Group at the consolidated level are as follows:

June 30, 2016

. Residential . . Finance
Commercial Consumer mortgage Microcredit leases(1) Total
Unsecured loans $ 33,144,228 19,616,212 952 262,121 0 53,023,513
Collateralized loans:
Mortgages 2,981,624 54,689 9,778,183 6,980 87,990 12,909,466
Other real estate 7,487,550 806,085 0 0 694,891 8,988,526
Deposits in cash or cash 2,180,069 152,943 7,058 111,975 7,920 2,459,965
equivalents
Other assets 9,711,724 3,112,548 466,346 1,492 3,104,437 16,396,547
Total gross loan portfolio $ 55,505,195 23,742,477 10,252,539 382,568 3,895,238 93,778,017
December 31, 2015
Commercial Consumer Residential Microcredit Finance Total
mortgage leases(1)
Unsecured loans $ 34,593,684 20,224,703 1,027 261,742 0 55,081,156
Loans secured by other 6,708 0 0 0 0 6.708
banks
Collateralized loans:
Mortgages 2,977,880 57,156 10,182,210 7,384 79,656 13,304,286
Other real estate 7,596,256 769,908 0 0 583,853 8,950,017
Deposits in cash or cash 2,820,012 161,739 1,826 115,009 11381 3,109,967
equivalents
Other assets 8,715,994 3,099,787 218,677 1,504 3,625,061 15,661,023
Total gross loan portfolio $ 56,710,534 24,313,293 10,403,740 385,639 4,299,951 96,113,157

(1) See Note 11.

Policies to Prevent Excessive Credit-Risk Concentration

In order to prevent excessive concentrations of credit risk at the individual and country level and in the
various economic sectors, the Group maintains maximum risk-level concentration rates that are

permanently updated at the individual level and for sector portfolios.

The limit to the Group’s exposure in a loan commitment to a specific customer depends on the
customer’s risk rating, the nature of the risk involved, and the Group presence in a specific market.

To avoid concentrations of credit risk at the consolidated level, the Group has a credit-risk vice

presidency that consolidates and monitors risk exposure for all the business units, while the Board of
Directors sets Group-level policies and ceilings on consolidated exposure.
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By law, banks in Colombia are not permitted to grant individual loans without collateral that exceeds
10% of their regulatory equity, calculated according to the rules established for this purpose by the
Financial Superintendence of Colombia. However; these loans may be up to 25% of the bank’s
regulatory capital, if they are secured with acceptable guarantees. The Group has complied successfully
with this requirement. For the statement of financial position at 30 June 2016, the top 10 debtors

account for 6% of total exposure and 5.8% at 31 December 2015.

The following is a breakdown of Group-wide credit risk in the different geographic areas at June 30,
2016 and December 31, 2015 determined according to the debtor’s country of residence, not
considering credit-risk impairment provisions.

Colombia
Panama
United States
Costa Rica
Nicaragua
Honduras

El Salvador
Guatemala
Other countries
Total gross loan
portfolio

Colombia
Panama
United States
Costa Rica
Nicaragua
Honduras

El Salvador
Guatemala
Other countries
Total gross loan
portfolio

(1)  See Note 11.

June 30, 2016

Commercial Consumer Residential Microcredit Capital Total
mortgage leases (1)
$ 33,835,809 9,346,077 1,929,969 382,568 3,118,912 48,613,335
4,490,705 4,157,705 1,862,544 0 123,592 10,634,546
3,662,643 370 18 0 0 3,663,031
3,116,005 3,766,058 3,442,952 0 611,575 10,936,590
1,978,375 1,135,313 363,845 0 7,778 3,485,311
2,203,291 1,435,221 681,954 0 3,259 4,323,725
1,456,851 1,855,931 833,203 0 13,775 4,159,760
4,188,353 1,891,903 1,138,054 0 16,347 7,234,657
573,163 153,899 0 0 0 727,062
$ 55,505,195 23,742,477 10,252,539 382,568 3,895,238 93,778,017
December 31, 2015
Commercial Consumer Residential Microcredit Capital Total
mortgage leases (1)

32,436,712 9,327,886 1,743,049 385,639 3,503,858 47,397,144
4,992,385 4,289,764 1,960,577 0 134017 11,376,743
4,502,870 0 0 0 0 4,502,870
3,633,823 4,027,535 3,531,120 0 619,956 11,812,434
2,052,071 1,143,589 378,183 0 9,224 3,583,067
2,413,876 1,501,950 732,554 0 3,591 4,651,971
1,457,405 1,874,399 894,710 0 17,122 4,243,636
4,668,546 1,986,054 1,163,547 0 12,183 7,830,330

552,846 162,116 0 0 0 714,962

56,710,534 24,313,293 10,403,740 385,639 4,299,951 96,113,157

The following is a breakdown of the Group’s loan portfolio, by economic sector, at June 30, 2016 and
December 31, 2015:

Sector
Farming

Mining and petroleum products
Food, beverages and snuff

Chemical products
Other industrial and manufacturing products

Government
Construction

June 30, 2016

December 31, 2016

Total % Part Total % Part

$ 2,612,467 3% 2,765,910 3%
1,283,416 1% 1,446,266 2%
4,891,718 5% 4,788,327 5%
3,455,662 4% 3,496,596 4%
2,888,388 3% 2,767,935 3%
1,265,341 1% 1,177,878 1%
4,709,271 5% 4,514,436 5%
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June 30, 2016 December 31, 2016
Total % Part Total % Part
Trade and tourism 914,921 1% 981,568 1%
Transport and communications 5,404,645 6% 5,618,268 6%
Public services 3,933,244 4% 3,785,908 4%
Consumer services 37,909,629 40% 38,341,744 38%
Business services 23,633,339 26% 25,619,971 27%
Others 875,976 1% 808,350 1%
Total 93,778,017 100% 96,113,157 100%

Sovereign Debt

Investments in financial assets in debt instruments at June 30, 2016 and December 31, 2015 consisted
largely of securities issued or guaranteed by Colombian government institutions, represented 46.2%
and 57.1% respectively of the total investment portfolio.

The following is a breakdown of sovereign debt exposure, by country:

June 30, 2016 December 31, 2015
Total % Part Total % Part

Investment grade (1) $ 3,623,113 69.08% 7,419,105 83.10%
Colombia 3,187,022 60.77% 6,888,473 77.10%
Panama 411,873 7.85% 496,534 5.60%
USA 24,218 0.46% 34,098 0.40%
Speculative (2) 1,621,705 30.92% 1,511,189 16.90%
Costa Rica 834,828 15.92% 846,785 9.50%
El Salvador 131,260 2.5% 134,888 1.50%
Guatemala 220,982 4.21% 106,343 1.20%
Honduras 433,796 8.27% 421,660 4.70%
Nicaragua 839 0.02% 1,513 0.00%
Total sovereign risk 5,244,818 100.00% 8,930,294 100.00%
Others (3) 6,100,917 6,718,376

Total financial assets in debt securities $ 11,345,735 15,648,670

(1) Investment grade includes F1 + F3 credit ratings from Fitch Ratings Colombia S.A., BRC 1+ to BRC 3 from BRC de Colombia, and A1 to A3 from
and Standard & Poor’s.

(2) Speculative Grade includes B to E credit ratings from Fitch Ratings Colombia S.A., BRC4 to BRC 6 from BRC de Colombia, and B1 to D from
and Standard & Poor’s.

(3) Corresponds to other debt securities with corporations, central banks, financial institutions, other public agencies and multilateral entities.
The Loan Business Process Credit Units and Limits

The Group assumes credit risk on two ways. One involves lending activity, which includes commercial,
consumer, residential mortgage and microcredit operations. The other is treasury activity, which
includes interbank operations, investment portfolio management, transactions in derivatives and foreign
exchange trading, among other operations. Although these are independent businesses, the nature of
the insolvency risk of the counterparty is equivalent and, therefore, the criteria being applied are the
same.

The principles and rules on managing loans and credit risk are outlined in our Loan Manual, which is
conceived for traditional banking activity, as well as treasury operations. The assessment criteria
applied to measure credit risk follow the principal guidelines set by the Credit and Treasury Risk
Committee.
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The highest authority on credit is the board of directors at the Group. These boards guide policy and
have the power to grant the largest amount of credit allowed. In the banking operation, the authority to
grant loans and limits on credit depend on the amount, the term and the collateral offered by the
customer.

The boards of directors of the Group and each of its subsidiaries have delegated part of their lending
authority to different areas and executives within the organization, process loan applications and are
responsible for analysis, monitoring and results.

In terms of treasury operations, it is the boards of directors that approve operational and counterparty
limits. Risk control is carried out essentially through three mechanisms: annual allocation of operational
limits and daily control; quarterly assessment of solvency by issuer; and reporting on the concentration
of investments, by economic group. Loan approval also hinges on considerations such as probability of
default, counterparty limits, and recovery rate on received collateral, loan terms and concentration by
economic sectors, among others.

The Group has a Credit Risk Management System (SARC, Spanish acronym), which is run by the
Credit and Treasury Risk Management Office. Among other aspects, SARC focuses on designing,
implementing and assessing the risk policies and tools defined by the Credit and Treasury Risk
Committee and the Board of Directors. The Group has done several improvements to the SARC
incorporating credit risk measurement tools into the process for granting loans by the Group.

The Group has two credit risk assessment models that are used to grant consumer loans and residential
mortgages. The first is a financial rating model, which is a statistical model based on the customer’s
financial information. It is used in the approval process and to manage and monitor the consumer loan
portfolio. The second model is based on the customer’s financial rating and its financial history with the
Group. It is used in the customer classification process, as it provides the most complete and predictive
information to evaluate a customer’s credit risk.

The Credit-Risk Monitoring Process

The monitoring process by the Group is conducted in several stages. These include daily collection
monitoring and management based on an analysis of past due loans according to the amount of time
they are overdue, classification according to risk levels, permanent monitoring of high-risk customers, a
restructuring process, and the receipt of foreclosed assets.

The Group produces daily lists of past due loans and, based on the aforementioned analysis, members
of the staff initiate collection procedures through telephone calls, emails or written collection notices.

The following is a summary of the past due non-impaired loan portfolio at June 30, 2016 and
December 31, 2015, classified by time past due.

June 30, 2016

Total non-impaired

1to 30 days 31 to 60 days 61 to 90 days customers in
arrears
Commercial $ 935,887 167,764 60,671 1,164,322
Consumer 1,086,322 363,853 227,917 1,678,092
Residential mortgage 407,829 78,643 36,280 522,752
Microcredit 52,794 10,795 6,872 70,461
Financial Leases (1) 179,555 31,231 7,838 218,624
Total gross portfolio value $ 2,662,387 652,286 339,578 3,654,251
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December 31, 2015

Total non-impaired

1to 30 days 31to 60 days 61 to 90 days customers in
arrears
Commercial $ 690,006 76,113 113,840 879,959
Consumer 925,593 314,631 209,009 1,449,233
Residential mortgage 314,684 86,115 31,277 432,076
Microcredit 47,487 10,235 6,095 63,817
Financial Leases (1) 221,972 16,681 3,796 242,449
Total gross portfolio value $ 2,199,742 503,745 364,017 3,067,534

(1) See Note 11.

The Group evaluates commercial loans quarterly, by economic sector, including an assessment of
macro sectors. The objective, in this respect, is to monitor concentration by economic sector and risk-
level. It also conducts a weekly assessment of individual credit risk on outstanding balances in excess
of $2,000, evaluated on the basis of updated financial information on the customer, compliance with
agreed terms, collateral received and inquiries with credit bureaus. This information is used to classify
customers at different risk levels. The following categories are used for this purpose: Category A -
Normal, B - Acceptable, C - Appreciable, D - Significant and E - Uncollectable. These categories are
described below.

Category A - “Normal risk”: Loans and Financial Leases in this category are appropriately serviced. The
debtor’s financial statements or its projected cash flows, and all other credit information available to us,
reflect adequate capacity to pay.

Category B - “Acceptable risk, above normal”: Loans and Financial Leases in this category are
acceptably serviced and guaranty protected. But, there are weaknesses that potentially could affect,
temporarily or on a permanent basis, the debtor's paying capacity or its projected cash flows. If not
corrected in due course, these weaknesses would affect the normal collection of credit or contracts.

Category C - “Appreciable risk”: Loans and Financial Leases in this category have debtors with
insufficient paying capacity or relate to projects with insufficient cash flow, which could compromise the
normal collection of the respective obligations.

Category D - “Significant risk”: Loans and Financial Leases in this category have the same
shortcomings as those in category C to a large extent, but, consequently, the probability of collection is
highly uncertain.

Category E - “Risk of non-recoverability”: Loans and Financial Leases in this category are regarded as
uncollectible.

The foregoing classification, by risk level, is done monthly for consumer loans, residential mortgages
and microcredit, essentially according to the amount of time past due and other risk factors.

The Group also consolidates each customer’s debts and determines and calculates the probability of
impairment at a consolidated level.

Exposure to credit risk is managed through a regular analysis of borrowers and potential borrowers to

determine their ability to pay principal and interest. Exposure to credit risk also is mitigated, in part, by
obtaining collateral and corporate or personal guarantees.
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The following is a summary of the loan portfolio at June 30, 2016 and December 31, 2015 divided

according to risk-rating levels:

Commercial

“A” Normal Risk

“B” Acceptable Risk

“C” Appreciable Risk

“D” Significant Risk

“E” Risk of non-recoverability

Gross balance of commercial loans

Consumer

“A” Normal Risk

“B” Acceptable Risk

“C” Appreciable Risk

“D” Significant Risk

“E” Risk of non-recoverability
Gross balance of consumer loans

Microcredit

“A” Normal Risk

“B” Acceptable Risk

“C” Appreciable Risk

“D” Significant Risk

“E” Risk of non-recoverability
Gross balance of microcredit

Residential mortgages

“A” Normal Risk

“B” Acceptable Risk

“C” Appreciable Risk

“D” Significant Risk

“E” Risk of non-recoverability

Gross balance of Residential mortgages

Financial Leases

“A” Normal Risk

“B” Acceptable Risk

“C” Appreciable Risk

“D” Significant Risk

“E” Risk of non-recoverability

Gross balance of Financial Leases

Gross balance of financial assets from the loan portfolio

$

June 30, 2016

December 31,

2015
52,278,538 53,884,241
1,576,170 968,165
997,167 1,177,761
402,850 378,573
250,470 301,794
55,505,195 56,710,534
21,607,061 22,142,383
758,180 615,783
805,118 999,412
462,562 433,001
109,556 122,714
23,742,477 24,313,293
329,744 338,082
11,468 10,898
7,023 6,279
5,461 4,673
28,872 25,707
382,568 385,639
9,791,043 9,660,113
181,602 166,090
174,553 467,972
40,114 37,234
65,227 72,331
10,252,539 10,403,740
3,645,172 4,031,533
135,634 127,850
66,923 110,780
40,409 21,950
7,100 7,838
3,895,238 4,299,951
93,778,017 96,113,157

Based on the foregoing classifications, the Group prepares a list of clients who potentially could have an
important impact on losses for the Group. Based on that list, it assigns staff to monitor each customer
individually. This process includes meetings with the customer to identify potential sources of risk and to
work together to find solutions that will enable the debtor to fulfil its obligations.

Troubled Debt Restructuring Business Process

The Group and its financial subsidiaries periodically restructure the debt of customers who have
problems fulfilling their loan obligations. This restructuring process is done at the debtor’s request and
usually consists of extending terms, lowering interest rates or forgiving part of the debt.
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The fundamental, Group-wide policy on granting this sort of refinancing is to provide the customer with
the financial feasibility that will enable it to adapt debt payment conditions to a new situation for
generating funds. The use of restructuring solely for the purpose of delaying the constitution of
provisions is prohibited by the Group.

When a loan is restructured due to the debtor’s financial problems, the debt is flagged in the Bank’s files
as a restructured loan, pursuant to the regulations established by the Financial Superintendence of
Colombia. The restructuring process has a negative impact on the debtor's risk rating. After
restructuring, the customer’s risk rating will only improve if it complies with the terms of the agreement,
within a reasonable period of time, and the customer’s new financial situation is adequate, or additional
and sufficient collateral is provided.

As per IAS 39 - Paragraph 39C, restructured loans are included for impairment assessment and to
determine impairment provisions. However, flagging a restructured loan does not necessarily mean it is
classified as impaired, since new collateral to secure the obligation is obtained in most cases.

The following is the balance of restructured loans at June 30, 2016 and December 31, 2015.

Restructured loans June 30, 2016 December 31,

2015
Local $ 1,356,275 1,326,071
Foreign 478,124 480,742
Total restructured loans $ 1,834,399 1,806,813

Foreclosed Assets Business Process

When persuasive collection or loan restructuring processes do not produce satisfactory results within a
reasonable period of time, collection is carried out through legal means or agreements are reached with
the customer to receive foreclosed assets.

The Group has clearly established policies for receiving foreclosed assets and has separate
departments that specialize in handling these cases, in receiving foreclosed assets and in the
subsequent sale thereof.

The following table shows foreclosed assets and those sold during the six months ended on June 30,
2016 and June 30, 2015:

June 30, 2016 June 30, 2015
Foreclosed assets $ 42,281 51,283
Foreclosed assets sold $ 74,217 44,611

b. Market Risk

The Group takes part in monetary, exchange and capital markets to satisfy its needs and those of its
customers. This is done pursuant to established policies and risk levels. In that regard, it manages
various portfolios of financial assets within the limits and the risk levels allowed.

Market risk originates with the Group’s open positions in debt security investment portfolios, derivatives
and equity instruments for trading or available for sale, recorded at fair value. These risks stem from
adverse changes in factors such as interest rates, inflation, foreign currency exchange rates, share
prices, credit margins of instruments and their volatility, as well as the liquidity in the markets where the
Group operates.
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For customer’'s purposes of analysis, we have segmented market risk into two categories; namely,
trading risk due to changes in interest and exchange rates, and the price risks posed by investments in
equity securities.

e Trading Risk
The Group trades financial instruments for various reasons. The following are the main ones:

e To offer products tailored to the customer’'s needs. One such function, among others, is to hedge
their financial risks.

e To structure portfolios to take advantage of arbitrage between different curves, assets and
markets, and to obtain returns on the adequate use of equity.

e To conduct derivative operations to hedge asset and liability risk positions on the consolidated
statement of financial position, to act as brokers for customers or to capitalize on opportunities for
arbitrage concerning exchange and interest rates on local and foreign markets.

In carrying out these operations, the banks incur risks, within defined limits, or mitigate them through the
use of other derivative transactions or financial instruments.

The following is a breakdown of the Group’s financial assets and liabilities held for trading and available
for sale at June 30, 2016 and December 31, 2015 subject to trading risk.

June 30, December
2016 31, 2015
Assets
Debt securities
Trading $ 956,754 2,477,464
Available for sale 9,322,894 11,931,289
10,279,648 14,408,753
Trading derivatives 437,748 679,398
Hedging derivatives 406,238 39,804
Financial assets in concession arrangements 0 1,891,692
Total assets 11,123,634 17,019,647
Liabilities
Trading derivatives 434,673 874,478
Hedging derivatives 104,986 338,217
Total liabilities 539,659 1,212,695
Net position $ 10,583,975 15,806,952

Description of Objectives, Policies and Processes to Manage Trading Risk

The Group participates in monetary, foreign exchange and capital markets to meet its needs and those
of its customers, pursuant to established policies and risk levels. In this respect, it manages different
portfolios of financial assets within the limits and risk levels allowed.

The risks assumed in bank book and treasury book operations are consistent with the Bank’s overall
business strategy and its risk appetite, based on the depth of the market for each instrument, its impact
on risk-weighted assets and capital adequacy, the profit budget established for each business unit, and
the structure of the balance sheet.
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Business strategies are established on the basis of approved limits, in an effort to balance the risk /
return ratio. Moreover, there is a structure of limits consistent with the Group’s general philosophy and is
based on its capital levels, earnings performance and tolerance for risk.

The Market Risk Management System (SARM in Spanish) allows the Group and its financial
subsidiaries to identify, measure, control and monitor the market risk it might be exposed to, according
to the positions assumed in carrying out their operations.

There are several scenarios in which its Group is exposed to trading risks.

¢ |Interest Rate

The Group’s portfolios are exposed to interest-rate risk when a change in the market value of asset
positions compared to a change in interest rates does not match the change in the market value of
the liability position, and this difference is not offset by a change in the market value of other
instruments, or when the future margin depends on interest rates, due to pending operations.

e Foreign Exchange Currency Rate

The Group’s portfolios are exposed to foreign exchange currency risk when the current value of the
asset positions in each currency does not match the actual value of the liability positions in the same
currency, and the difference is not offset. Positions are taken in derivative products where the
underlying asset is exposed to exchange risk and the sensitivity of the value to variations in
exchange rates has not been immunized completely.

Positions are taken at interest rate risk in currencies other than the reference currency; these can
alter the parity between the value of asset positions and the value of liability positions in that
currency, which generates losses or profits, or when the margin depends directly on exchange rates.

Risk Management

Senior management and the boards of directors of the Group and its financial subsidiaries play an
active role in managing and controlling risk. They do so by analyzing a protocol of established reports
and presiding over a number of committees that comprehensively monitor - both technically and
fundamentally - the different variables that influence domestic and foreign markets. This process is
intended to support strategic decisions.

Analyzing and monitoring the various risks the Group incurs in its operations also is essential for
decision-making and to evaluate earnings. An ongoing analysis of macroeconomic conditions is vital to
achieving an ideal combination of risk, return and liquidity.

The risks assumed in financial operations are reflected in a structure of limits on positions in different
instruments, according to their specific strategy, the depth of the markets where the Group operates, the
impact on risk-weighted assets and capital adequacy, as well as the structure of the balance sheet.
These limits are monitored daily and reported weekly to the Board of Directors of the Group.

In addition, and in order to minimize interest-rate and exchange-rate risks to certain balance-sheet
items, the Group implements hedging strategies by taking positions in derivative instruments such as
non-deliverable (NDF) TES forwards, simultaneous operations and exchange rate forwards.
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Methods Used to Measure Trading Risk

Trading risks are quantified through the use of value-at-risk models (internal and standard), and
measurements are done according to the historical simulation method. The Board of Directors approves
a framework of limits based on the value-at-risk associated with the annual budget for earnings and
establishes additional limits, according to the different types of risk.

The Group uses the standard model to measure, control and manage market interest and exchange risk
in the treasury book and the bank book, as required by the Financial Superintendence of Colombia.

These exercises are conducted daily and monthly for each exposure to risk. Currently, asset and liability
positions in the treasury book are mapped in zones and bands according to duration of the portfolios,
the investment in equity securities and the net position in foreign currency (asset, less liability).

This is done for both the bank book and the treasury book, in keeping with the standard model
recommended by the Basel Committee.

The Group and its financial subsidiaries also have parametric and non-parametric models for internal
management, based on the value-at-risk (VaR) method. These models supplement market-risk
management by identifying and analyzing variations in risk factors (interest rates, exchange rates and
price indexes) with respect to the value of the different instruments that make up the portfolios. JP
Morgan Risk Metrics and the historical simulation method are two examples of such models.

Use of these methods has made it possible to estimate profits and capital are at risk, thereby facilitating
resource allocation to the different business units, as well as a comparison of activities in different
markets and identification of the positions that contribute the most risk to the treasury business.

These tools also are used to determine limits on traders’ positions and to review positions and strategies
quickly, as market conditions change.

The methods used to measure VaR are assessed regularly and back-tested to check their efficiency. In
addition, the Group has tools to carry out portfolio stress and/or sensitivity tests, using simulations of
extreme scenarios.

Moreover, there are limits according to the "risk type" associated with each of the instruments
comprising the different portfolios (sensitivity or impact on the value of the portfolio as a result of interest
rate fluctuations or corresponding factors - impact of fluctuations on specific risk factors: interest rate
(Rho), exchange rate (Delta) and volatility (Vega).

The Group has counterparty and trading limits, per operator, for each trading platform in the markets
wherein it operates. These limits are controlled daily by the back and middle offices of the Group.
Trading limits, per operator, are assigned to the different levels of hierarchy in the treasury business,
depending on the officer's experience in the market, in trading this type of product, and in portfolio
management.

There is also a process to monitor the clean prices in the international vector (fixed-income bonds
issued abroad) published by the local investment price provider named Infovalmer. It is used daily to
identify prices with significant differences between those provided by the pricing service and those
observed on the Bloomberg platform. This monitoring is intended give the pricing service feedback on
the more significant price differences and to prompt a revision of those prices.
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In addition, fixed income bonds issued abroad are subject to a qualitative analysis of liquidity to
determine the depth of the market for instruments of this type.

Finally, part of the effort to monitor operations includes controlling different aspects of trading, such as
negotiated terms, unconventional or off-market operations, operations with related parties, etc.

The standard model VaR (the Financial Superintendence of Colombia methodology) is based on the
Basel Il model. This model applies only to the banks’ investment portfolio and excludes investments
classified as “held to maturity” and any other non-trading positions included in the “Trading” and
“Available for sale” portfolios. Total market risk is calculated on a daily basis by aggregating the VaR for
each risk exposure category on a ten-day horizon using risk factors calculated in extreme market stress
scenarios. VaR at month-end comprises part of the capital adequacy ratio calculation (as set forth in
Decree 2555 of 2010). The Financial Superintendence of Colombia rules require us to calculate VaR for
the following risk factors: interest rate risk, foreign exchange rate risk, variations in stock price risk and
fund risk; correlations between risk factors are not considered. The fluctuations in the portfolio’s VaR
depend on sensitivity factors determined by the Financial Superintendence of Colombia, modified
duration, and changes in balances outstanding. The ten-day horizon is defined as the average time in
which an entity could sell a trading position on the market.

According to the standard model, the market value-at-risk (VaR) for the Group at June 30, 2016 and
December 31, 2015 was as follows:

June 30, 2016 December 31, 2015
Basis points of Basis points of
Value : Value :
regulatory capital regulatory capital
Banco Bogotéa and its subsidiaries $ 555,789 78 848,922 89

The VaR indicators presented by the Group at June 30, 2016 and December 31, 2015 are summarized
as follows:
Maximum, Minimum and Average VaR Values

June 30, 2016

Minimum Average Maximum Latest
Interest Rate $ 353,349 624,008 711,827 353,349
Exchange Rate 26,940 31,870 39,316 36,707
Equity 5,090 13,063 15,089 5,090
Mutual funds 149,082 155,306 161,021 160,643
Total VaR $ 555,789 824,246 909,405 555,789

December 31, 2015

Minimum Average Maximum Latest
Interest Rate $ 612,162 677,528 828,870 660,761
Exchange Rate 13,570 37,319 64,724 23,162
Equity 8,242 10,058 13,321 13,321
Mutual funds 149,138 180,120 203,721 151,678
Total VaR $ 836,983 905,025 1,054,899 848,922
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The following is a sensitivity analysis of the impact the average portfolio of debt securities “held for
trading” would have had on earnings during the periods at June 30, 2016 and June 30, 2015, if interest
rates for Group had increased by 25 or 50 basis points (BP):

June 30, 2016

Average value of the

) 25 basis points 50 basis points
portfolio
Banco de Bogota $ 492,536 (616) (1,231)
Leasing Bogota Panama $ 471,723 (590) (1,179)

June 30, 2015

Average value of the

) 25 basis points 50 basis points
portfolio
Banco de Bogota $ 1,098,793 (1,373) (2,746)
Leasing Bogota Panama $ 613,742 (767) (1,534)

Foreign Exchange Rate Risk

The Group operates internationally and is exposed to changes in the exchange rate that come from
exposure in a number of currencies, primarily the United States dollar and the euro. For the most part,
foreign exchange risk stems from recognized assets and liabilities and the investments made in
subsidiaries and branches abroad, loan portfolios, obligations in foreign currency, and in future
commercial transactions, also in foreign currency.

Banks in Colombia are authorized by the country’s central bank (Banco de la Republica) to trade
currencies and to maintain balances in foreign currency in accounts abroad. Colombia law requires
banks to hold a daily asset or liability position in foreign currency, which is determined by the difference
between foreign currency-denominated rights and obligations recorded on and off the consolidated
statement of financial position.

The average of this difference over three business days may not exceed twenty percent (20%) of
regulatory equity. That three-business-day average in foreign currency can be negative, as well, without
exceeding five percent (5%) of regulatory capital expressed in US dollars.

There is also a limit to the spot position. This position is determined by the difference between foreign
currency-denominated assets and liabilities, excluding derivatives and some other investments.

The three-business-day average of this spot asset or liability position in foreign currency may not
exceed fifty percent (50%) of the entity’s adequate equity, nor may it be negative.

Moreover, there are limits to the gross leverage position, which is defined as the sum of the rights and
obligations in foreign-exchange futures contracts, foreign exchange spot transactions at t + 1 day and t
+ 3 days, and other exchange derivatives. In this case, the three business-day average of the gross
leverage position may not exceed five hundred and fifty percent (650%) of the entity’s regulatory equity.

The maximum and minimum for the daily total position and the spot foreign currency position is

determined according to the Group regulatory capital on the last day two months prior, converted at the
exchange rate set by the Financial Superintendence of Colombia at the end of the previous month.
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Most of the Group’s assets and liabilities in foreign currency are in US dollars. Details on the assets and
liabilities in foreign currency held by the Group at June 30, 2016 and December 31, 2015 are shown
below:

June 30, 2016

Other .
. Total in
- illions of currencies millions of
Account US millions Mi expressed in }
Euros e Colombian
millions of US

dollars pesos
Assets
Cash and cash equivalents $ 3,152.7 30.7 775.9 11,566,956
Investments in debt securities held for trading 57.9 0 101.1 464,218
Investments in debt securities available for sale 1,448.1 0 638.1 6,089,384
Investments in debt securities held to maturity 8.1 0 0 23,577
Investments in equity instruments available for sale 0.1 0 0 160
Investments in equity instruments held for trading 0 0 0 51
Loan portfolio financial assets at amortized cost, net 12,393.1 1.0 3,671.8 46,896,855
Other accounts receivable 197.1 0 87.6 830,912
Property, plant and equipment for own use net 112.0 0 251.8 1,061,727
Goodwill 1,558.7 0 12.5 4,586,253
Other Intangible 17.5 0 37.7 161,226
Deferred tax asset 10.0 0 1.0 32,134
Other assets 57.9 0 71.6 378,024
Total assets 19,013.2 31.7 5,649.1 72,091,477
Liabilities
Customer deposits 11,300.4 26.9 4,157.9 45,210,153
Interbank funds 53.9 3.2 44 .4 297,350
Financial obligations 5,105.7 0.7 310.2 15,811,468
Bonds in circulation 1,901.8 0 195.2 6,121,115
Rediscount entities obligations 87.6 0 0 255,568
Allowances 0.6 0 0 1,711
Income tax liability 18.4 0 90.0 316,593
Employee benefits 19.2 0 51.6 206,660
Other liabilities 155.1 0 222.7 1,102,598
Total liabilities 18,642.7 30.8 5,072.0 69,323,216
Net asset position 370.5 0.9 577.1 2,768,261

December 31, 2015
US millions Millions of Cu:)rg;]ecries m-EI(I)it:Lsmof
Account of dollars Euros rﬁﬁﬁgisssi? LIJrlQ, Colombian
dollars pesos

Assets
Cash and cash equivalents $ 3,364.9 1.3 906.4 13,456,976
Investments in debt securities held for trading 85.7 0 176.8 826,461
Investment in debt securities available for sale 1,627.1 0 328.8 6,160,153
Investments in debt securities held to maturity 13.0 0 0 40,819
Investments in equity instruments available for sale 0.1 0 0 339
Loan portfolio financial assets at amortized cost, net 12,736.2 0.6 3,600.8 51,454,969
Other accounts receivable 367.8 0 94.1 1,454,990
Property, plant and equipment for own use net 397 0 0 1,250,435
Goodwill 1,570.3 0 0 4,945,656
Tangible assets in concession contracts 26.0 0 0 81,786
Other Intangible 43.3 0 6.7 157,293
Deferred tax asset 16.6 0 11.2 87,506
Other assets 14.5 0 0 45,688
Total assets 20,262.5 1.9 5,124.8 79,963,071
Liabilities
Customer deposits 11,515.0 0.7 4,056.1 49,043,216
Interbank funds 109.1 0.2 0 344,220
Financial obligations 5,354.9 0.4 571.4 18,665,846
Bonds in circulation 1,511.7 0 0 4,761,169
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December 31, 2015

Other

currencies Total in

N US millions Millions of > millions of

Liabilities expressed in ;
of dollars Euros o Colombian

millions of US
pesos
dollars

Rediscount entities obligations 49.6 0 0 156,298
Provisions 0.5 0 0 1,606
Income tax liability 68.7 0 51.4 378,395
Employee benefits 10.9 0 41.6 165,495
Other liabilities 2235 0 147.9 1,169,909
Total liabilities 18,843.9 1.3 4,868.4 74,686,154
Net asset position $ 1,418.6 0.6 256.4 5,276,917

The objective of the Group with regard to transactions in foreign currency is to meet the needs of its
foreign-trade customers in terms of conducting transactions and obtaining financing in foreign currency,
and assuming positions within the authorized limits.

The management has established policies that require the Group and its financial subsidiaries to
manage their foreign exchange risk against their local functional currencies. The Group’s subsidiaries
are required to hedge their foreign exchange exposure financially (even opting for hedge accounting),
doing so with operations in derivatives, especially forwards.

The net foreign currency position of each subsidiary is monitored daily by the treasury division at the
subsidiary that is responsible for closing these positions by adjusting them to the established tolerance
levels.

The Group has a number of investments in foreign subsidiaries and branches whose net assets are
exposed to risk from translation of financial statements for consolidation purposes. The exposure arising
from net assets in foreign operations is hedged primarily with financial obligations, bonds issued to the
market and derivative instruments in foreign currency.

If the peso value of the US dollar was increased by $10 Colombian pesos per US dollar at June 30,
2016, the Group’s profit before taxes would have increased by $12,524 ($12,756 at December 31,
2015).

Risk Interest Rate on the Balance Sheet Structure

The Group is exposed to the effects of fluctuations in market interest rates that impact its financial
positions and future cash flows. Interest differentials can increase as a result of changes in interest
rates. However, they also can decline and create losses in the event of unexpected fluctuations in those
rates. The Group monitors their interest rate risk on a daily basis and set limits to the level of
mismatches in the repricing of assets and liabilities.

The following table shows interest rates differences for assets and liabilities at June 30, 2016 and
December 31, 2015 by re-pricing bands:

June 30, 2016

Under one Between_ one From six More than
Assets month and six to twelve one year Total
months months
Debt securities held for trading $ 956,754 0 0 0 956,754
Debt securities available for sale 456,812 513,590 1,002,711 7,349,781 9,322,894
Debt securities held to maturity 893,033 138,923 25,584 8,547 1,066,087
Commercial loans and leases 17,421,936 20,437,329 1,424,199 19,670,751 58,954,215
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June 30, 2016

Between one

From six

Assets Under one and six to twelve More than Total
month one year
months months

Consumer loans and leases 2,531,816 5,219,079 199,078 15,975,143 23,925,116
Mortgages and housing leases 336,252 3,396,784 48,930 6,734,152 10,516,118
Microcredit loans and leases 12,820 11 0 369,737 382,568
Trading derivatives 437,748 0 0 0 437,748
Hedging derivatives 406,238 0 0 0 406,238
Total financial assets $ 23,453,409 29,705,716 2,700,502 50,108,111 105,967,738
Liabilities

Current accounts $ 22,437,523 0 0 0 22,437,523
Saving deposits 28,751,233 0 0 0 28,751,233
Time deposits 10,513,668 16,778,011 5,730,193 2,916,683 35,938,555
Interbank and overnight funds 38,001 0 0 1,822,462 1,860,463
Borrowing from banks and other 1,068,410 7,032,673 493,591 7,228,543 15,823,217
Bonds issued 88,043 322,728 2,364,041 3,583,270 6,358,082
Borrowing from development entities 615,523 699,136 85,699 193,553 1,593,911
Trading derivatives 434,673 0 0 0 434,673
Other deposits 280,140 0 0 0 280,140
Hedging derivatives 104,986 0 0 0 104,986
Total financial liabilities $ 64,332,200 24,832,548 8,673,524 15,744,511 113,582,782

December 31, 2015
Between From six
Assets Ur;?g:]tc;]ne one and six to twelve l\g(;ree;ggrn Total
months months

Debt securities held for trading $ 2,477,464 0 0 0 2,477,464
Debt securities available for sale 291,663 877,854 526,747 10,235,025 11,931,289
Debt securities held to maturity 991,210 192,515 51,243 4,949 1,239,917
Commercial loans and leases 14,945,547 29,823,643 2,216,654 13,623,466 60,609,310
Consumer loans and leases 953,157 1,895,308 1,872,288 19,769,589 24,490,342
Mortgages and housing leases 53,529 3,479,487 195,421 6,899,429 10,627,866
Microcredit loans and leases 0 13 0 385,626 385,639
Trading derivatives 679,398 0 0 0 679,398
Hedging derivatives 39,804 0 0 0 39,804
Total financial assets $ 20,431,772 36,268,820 4,862,353 50,918,084 112,481,029
Liabilities

Current accounts $ 24,877,931 0 0 0 24,877,931
Saving deposits 28,165,323 0 0 0 28,165,323
Time deposits 7,736,557 15,083,589 8,409,698 7,509,491 38,739,335
Interbank and overnight funds 0 0 0 6,275,762 6,275,762
Borrowing from banks and other 2,760,004 10,394,086 1,500,008 5,815,937 20,470,035
Bonds issued 700,208 1,653,514 327,606 4,317,999 6,999,327
Borrowing from development entities 388,882 1,132,548 0 0 1,521,430
Trading derivatives 874,478 0 0 0 874,478
Other deposits 0 0 0 261,570 261,570
Hedging derivatives 338,217 0 0 0 338,217
Total financial liabilities $ 65,841,600 28,263,737 10,237,312 24,180,759 128,523,408

If interest rates was increased by 50 basis points during the semester ended 30 June 2016, the
Group’s profit before taxes would have decreased by $72,891 ($48,581 for the semester ended

30 June, 2016).

The Group is exposed to the risk of pre-payment on loans placed at fixed interest rates (including home
Residential mortgages), which give the borrower the right to repay early.
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The Group’s profits for the semester ended at June 30, 2016 would not have changed significantly due
to variations in the rate of pre-payment, because the loan portfolio is carried at amortized cost and the
right to pre-payment is for an amount similar to the amortized cost of the loans, due to the origination
cost are no material to the financial statements.

The following is a breakdown of the interest rate on financial assets and liabilities, at June 30, 2016 and

December 31, 2015:

June 30, 2016

Under one year

More than one year

Assets Variable Fixed Variable Fixed Total
Debt securities for trading $ 72,239 436,758 105,436 342,321 956,754
Debt securities available for sale 75,013 1,888,963 189,363 7,169,555 9,322,894
Debt securities held to maturity 1,031,953 25,587 1,003 7,544 1,066,087
Commercial loans and leases 12,897,103 13,439,797 21,193,699 11,423,616 58,954,215
Consumer loans and leases 142,880 9,205,644 1,530,074 13,046,518 23,925,116
Mortgages and housing leases 1,352 125,597 3,759,403 6,629,766 10,516,118
Microcredit loans and leases 5 163,489 6 219,068 382,568
Total financial assets 14,220,545 25,285,835 26,778,984 38,838,388 105,123,752
Liabilities
Current accounts 0 22,437,523 0 0 22,437,523
Time Certificates of deposit 10,413,048 20,303,318 1,683,592 3,538,597 35,938,555
Savings accounts 0 28,751,233 0 0 28,751,233
Other deposits 0 280,140 0 0 280,140
Interbank funds 0 1,860,463 0 0 1,860,463
Bank loans and others 1,366,345 4,961,018 2,985,810 6,510,044 15,823,217
Bonds Issued 45,470 2,744,281 92,072 3,476,259 6,358,082
Borrowing from development entities 363,231 11,161 1,219,519 0 1,593,911
Total financial liabilities $ 12,188,094 81,349,137 5,980,993 13,524,900 113,043,124

December 31, 2015
Under one year More than one year

Assets Variable Fixed Variable Fixed Total
Debt securities held for trading $ 17,438 674,158 143,293 1,642,575 2,477,464
Debt securities available for sale 19,010 1,562,492 114,762 10,235,025 11,931,289
Debt securities held to maturity 1,136,605 98,342 0 4,970 1,239,917
Commercial loans and leases 15,233,920 11,373,427 22,776,165 11,225,798 60,609,310
Consumer loans and leases 157,459 11,045,868 1,085,018 12,201,997 24,490,342
Mortgages and housing leases 1,441 123,516 3,745,424 6,757,485 10,627,866
Microcredit loans and leases 4 176,131 10 209,494 385,639
Total financial assets 16,565,877 25,053,934 27,864,672 42,277,344 111,761,827
Liabilities
Current accounts 0 24,877,931 0 0 24,877,931
Time deposits 9,851,345 21,349,230 3,734,249 3,804,511 38,739,335
Saving deposits 0 28,165,323 0 0 28,165,323
Other deposits 0 261,570 0 0 261,570
Interbank and overnight funds 0 6,275,762 0 0 6,275,762
Borrowing from banks and other 1,802,057 6,672,056 3,125,631 8,870,291 20,470,035
Bonds issued 180,347 970,381 1,882,782 3,965,817 6,999,327
Borrowing from development entities 291,541 8,376 1,221,513 0 1,521,430
Total financial liabilities $ 12,125,290 88,580,629 9,964,175 16,640,619 127,310,713

c. Liquidity Risk

Liquidity risk is related to the Group inability to fulfill the obligations acquired with customers and
financial market counterparties at any time, currency and place, for which each entity reviews its
available resources on a daily basis.
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The Group manages liquidity risk according to the standard model established by the Financial
Superintendence and pursuant to the applicable rules on liquidity risk management. This is done by
adhering to the fundamental principles of the Liquidity Risk Management Systems (SARL in Spanish),
which signal the minimum reasonable parameters that the entities must monitor in their operations to
effectively manage the liquidity risk to which they are exposed.

To measure liquidity risk, a liquidity risk indicator (LRI) is calculated weekly for periods of 7, 15 and 30
days, as established in the Financial Superintendence’s standard model.

As part of liquidity risk analysis, the Group assesses the volatility of deposits, debt levels, the structure
of assets and liabilities, the extent of asset liquidity, the availability of lines of credit and the general
effectiveness of assets and liabilities. The idea is to have enough liquidity on hand (including liquid
assets, guarantees and collateral) to deal with possible scenarios involving own or systemic stress.

A quantification of funds obtained on the money market is an integral part of the liquidity measurement
each bank does. Based on technical studies, primary and secondary sources of liquidity are identified in
order to ensure funding stability and sufficiency by having a range of funding suppliers. This also
minimizes any concentration of funding sources. Once identified, sources of funding are assigned to the
different lines of business, according to budget, nature and depth of the markets.

The availability of resources is monitored daily, not only to meet reserve requirements, but also to
forecast and/or anticipate possible changes in the institution’s liquidity risk profile and to be able to
make strategic decisions, as appropriate. In this respect, there are liquidity warning indicators to
ascertain the current situation, as well as strategies to be implemented in each case.

Among others, these indicators include the LRI, deposit concentration levels, and use of the Central
Bank’s liquidity quotas.

Through the technical committees on assets and liabilities, senior management at the Group knows the
institution’s liquidity situation and makes the necessary decisions.

These take into account the high-quality liquid assets that must be maintained, tolerance in liquidity
management or minimum liquidity, the strategies for granting loans and obtaining funds; policies on
placing surplus liquidity, changes in the characteristics of new and existing products, diversification of
the sources of funds to prevent concentration of deposits funds in few investors or savers, hedging
strategies; the Bank’s consolidated income statement, and the changes in the structure of the balance.

Statistical analysis to quantify, with a predetermined level of confidence, the stability of deposits, both
with and without contractual maturity, is done to control liquidity risk.

Banks in Colombia must maintain cash on hand and in restricted banks to meet the requirements of the
Central Bank of Colombia and the Financial Superintendence of Colombia. These funds are part of the
reserve requirement and are calculated on the daily average of the various customer deposits.

The following is a summary of available liquid assets projected over a period of 90 days at June 30,

2016 and December 31, 2015, pursuant to the provisions established to that effect by the Financial
Superintendence of Colombia.
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June 30, 2016

Liquid assets

available at 1t07 8to 15 16 to 30 31to 90
Institution days later days later days later
end of the days (2) @) @) @)
year (1)
Banco de Bogota S.A. $ 8,688,716 7,848,738 6,843,171 5,308,708 (1,056,728)
December 31, 2015
Liquid assets
Institution available at lto7 da8 tsolelitser d]e;Gé()Ieftgr 311090
end of the days (2) y(z) y(z) days later (2)
year (1)
Banco de Bogota S.A. $ 8,131,840 7,301,750 6,391,286 5,216,459 (2,655,421)
Corporacién Financiera Colombiana S.A. 4,126,045 872,989 681,407 356,287 998,648

(1)  Liquid assets are the sum of the assets at the end of each period that is readily convertible to cash, given the characteristics of such
assets. These assets include cash on hand and in banks, securities or coupons that have been transferred to the institution in
development of the active money market operations that it conducts and have not subsequently been used in borrowing operations
on the money market, investment in debt securities at fair value, investments in open mutual funds with no permanence agreement,
and debt securities at amortized cost, provided they involve forced or mandatory investments subscribed in the primary market and
can be used for money market operations. For purposes of calculating the liquid assets, all the aforementioned investments, without
exception, are calculated at their fair value market price on the date of the assessment

(2) This balance is the residual value of the institutions’ liquid assets in the days following the end of the period, after deducting the net
difference between its cash inflows and outflows during that time. This calculation is done by analyzing the mismatch of contractual
and non-contractual cash flows from assets, liabilities and off-balance sheet positions in 1-to-90 day time bands.

The liquidity calculations described above assume the existence of normal liquidity conditions,
according to the contractual flows and historical experience of the Group. For cases involving extreme
liquidity events occasioned by the unusual withdrawal of deposits, the Group has contingency plans that
include the existence of a line of credit with other institutions and access to special lines of credit with
the Central Bank of Colombia, in accordance with current regulations.

These lines of credit are granted when required and are backed by securities issued by the Colombian
government and a portfolio of high- quality loans, as stipulated in the regulations of the Central Bank.

During the periods at June 30, 2016 and December 31, 2015 neither the Group had to use this line of
credits for liquidity purposes.

An analysis of the maturities on assets and financial liabilities at the consolidated level, the following
table shows the remaining contractual maturities:

June 30, 2016

Between From six
Under one one and More than
month SiX to twe:]ve one year Total

Assets months months

Debt securities held for trading $ 956,754 0 0 0 956,754
Debt securities available for sale 1,028,610 483,823 969,794 6,840,667 9,322,894
Debt securities held to maturity 45,639 331,513 720,462 11,564 1,109,178
Commercial loans and leases 6,611,556 14,474,217 7,972,542 39,729,208 68,787,523
Consumer loans and leases 4,108,868 7,257,049 2,897,055 17,491,461 31,754,433
Mortgages and housing leases 95,839 476,351 564,268 18,245,891 19,382,349
Microcredit loans and leases 23,261 112,938 116,566 270,722 523,487
Trading derivatives 437,748 0 0 0 437,748
Hedging derivatives 406,238 0 0 0 406,238
Total financial assets 13,714,513 23,135,891 13,240,687 82,589,513 132,680,604
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June 30, 2016

Between

Under one one and From six More than
. to twelve Total
month six months one year
Liabilities months
Checking accounts 22,437,523 0 0 0 22,437,523
Saving deposits 28,751,233 0 0 0 28,751,233
Time deposits 4,687,312 17,277,796 9,546,135 6,086,619 37,597,862
Interbank and overnight funds 1,860,746 0 0 24,562 1,885,308
Borrowing from banks and other 487,323 5,538,871 1,623,960 10,371,190 18,021,344
Long-term debt 132,879 395,327 2,375,148 5,285,073 8,188,427
Borrowing from development entities 29,342 187,028 251,571 1,547,005 2,014,946
Trading derivatives 434,673 0 0 0 434,673
Other deposits 280,140 0 0 0 280,140
Hedging derivatives 104,986 0 0 0 104,986
Total financial liabilities $ 59,206,157 23,399,022 13,796,814 23,314,449 119,716,442
December 31, 2015
Between From six
Under one ; More than
one and six to twelve Total
Assets month months months one year
Debt securities held for trading $ 2,477,464 0 0 0 2,477,464
Debt securities available for sale 3,391,588 871,404 624,589 7,043,709 11,931,290
Debt securities held to maturity 188,454 592,805 411,029 58,249 1,250,537
Commercial loans and leases 7,436,600 13,704,262 7,761,584 39,659,320 68,561,766
Consumer loans and leases 4,583,239 7,915,470 2,868,777 17,029,525 32,397,011
Mortgages and housing leases 94,874 457,962 567,987 18,004,374 19,125,197
Microcredit loans and leases 23,480 114,037 119,064 275,831 532,412
Trading derivatives 679,398 0 0 0 679,398
Hedging derivatives 39,804 0 0 0 39,804
Total financial assets 18,914,901 23,655,940 12,353,030 82,071,008 136,994,879
Liabilities
Checking accounts 24,877,931 0 0 0 24,877,931
Saving deposits 28,165,323 0 0 0 28,165,323
Time deposits 4,996,491 14,032,345 8,583,579 12,875,412 40,487,827
Interbank and overnight funds 5,940,533 0 0 0 5,940,533
Borrowing from banks and other 1,036,669 3,660,503 4,277,207 14,761,968 23,736,347
Long-term debt 123,095 367,113 553,824 6,914,803 7,958,835
Borrowing from development entities 24,943 155,232 210,406 1,504,550 1,895,131
Trading derivatives 874,478 0 0 0 874,478
Other deposits 261,582 0 0 0 261,582
Hedging derivatives 338,217 0 0 0 338,217
Total financial liabilities $ 66,639,262 18,215,193 13,625,016 36,056,733 134,536,204
d. Legal Risk

The Legal Division of the Group supports operational risk management in its particular area of expertise.
Specifically this division defines and institutes the necessary procedures to adequately control the legal
risks inherent in banking operations, making sure these controls meet legal standards and are properly
documented. It also analyzes and drafts contracts for operations carried out by the different business
units.

As to the legal situation of each subsidiary, the respective contingencies have been provisioned
appropriately and whenever required. In accordance with IAS 37 on the subject of provisions, the Group
has assessed the claims filed against it, based on the analysis and opinions of the lawyers in charge.

With regard to copyrights, each subsidiary in the Group uses only software or licenses that have been
acquired legally and allows only officially approved software to be used on its computers.

Details of the suits filed against the Group are provided in Note 24 to the financial statements.
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NOTE 5 - ESTIMATE OF FAIR VALUE

The fair value of financial assets and liabilities traded in active markets (such as financial assets in debt
securities and equity securities and derivatives quoted actively on securities exchanges and interbank
markets) is based on dirty prices supplied by an official pricing service authorized by the Financial
Superintendence of Colombia. These prices are determined based on the weighted averages of
transactions that occurred during the trading day.

An active market is one where transactions for assets or liabilities are carried out with sufficient
frequency and in enough volume to provide a steady stream of information on prices.

A dirty price is a bond pricing quote that includes the present value of all future cash flows, plus accrued
interest from the date of issue or the last interest payment up to the date of completion of the sales
transaction. The fair value of financial assets and liabilities that are not listed in an active market is
determined using valuation techniques defined by the pricing service provider or by management of the
Group. The valuation techniques used for non-standardized financial instruments such as options,
currency swaps and over-the-counter derivatives include interest-rate or currency valuation curves.
Price suppliers construct these curves using market data extrapolated to the specific conditions of the
instrument being valued.

They also employ discounted cash flow analysis, option pricing models and other valuation techniques
commonly used by market players, who take maximum advantage of market data and rely as little as
possible on entity-specific information.

The Group is able to use developed models internally for instruments that do not have active markets.
Generally, these are based on valuation methods and techniques that are standard in the financial
sector. Valuation models are used primarily to assess unlisted equity instruments, debt securities and
other debt instruments for which the markets were or have been inactive during the accounting period.
Some of the data for these models are not observable in the market and, consequently, are estimated
on the basis of assumptions.

The output of a model is always an estimate or approximation of a value that cannot be determined with
certainty, and the valuation techniques used may not fully reflect all the factors relevant to the Group’s
position. Accordingly, valuations are adjusted, as needed, to accommodate for additional factors such
as country risk, liquidity risk and counterparty risk.

For the purpose of determining customer loan impairment, the fair value of non-monetary assets such
as loan collateral is based on appraisals by independent experts who are sufficiently experienced and
knowledgeable about the property market or the asset being valued. Usually, these assessments are
made with reference to market data or on the basis of the replacement cost when market data is
insufficient.

The fair value of the investment properties has been determined through appraisals made by
independent experts with enough experience and knowledge in the real-estate market 