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ECOPETROL S. A.  

    
Consolidated Balance Sheets  

                                                                                     December 31  
   

  2008  2007  

  (In millions of Colombian  pesos)  
Assets      
Current assets:      
 Cash and cash equivalents (Notes 2 and 3)  2,113,803   3,749,899  
 Investments (Notes 2 and 4)  3,749,919  5,954,502  
 Accounts and notes receivable (Notes 2 and 5)  5,877,282  2,269,904  
 Inventories (Note 6)  1,611,296  1,298,792  

   Advances  and deposits (Notes 2 and 7)  2,248,122  1,979,614  
 Pension plan assets  (Note 11)                 80,263  508,813  
 Prepaid expenses (Note 8)            24,215          12,598  

Total current assets  15,704,900  15,774,122  

Non -current assets   
 Investments (Notes 2 and 4)           8,688,320  3,844,819  
 Accounts and notes receivable (Notes 2 y 5)              194,912  202,565  
 Property, plant and equipment, net (Note 9)           8,077,488  6,151,951  
 Natural and environmental resources, net (Note 10)           8,054,049  5,128,917  

 Pension plan assets  (Note 11)                         -     8,986,861  
 Deferred charges (Note 12)           1,595,683  1,976,062  
 Other assets (Note 13)           1,207,099  399,401  
 Valorizations (Note 21)        5,179,961     5,647,382  

Total assets     48,702,412  48,112,080  

Liabilities and Sharehol dersô Equity      

Current liabilities:      
 Financial obligations (Notes 2 and 14 )              281,026  3,569  
 Accounts payable and related parties (Notes 2 and 15)           1,708,647  1,146,296  

 Taxes payable (Notes 2 and 16)           3,906,468  2,893,012  
 Labor and pension plan obligations (Note 17)              129,658  586,964  
 Estimated liabilities and provisions (Notes 2 y 18)         673,973      1,435,943  

Total current liabilities  6,699,772  6,065,784  

Long - term  liabilities:  
 Long - term a ccounts payable  (Note 2 and 14)  5,473  -  
 Labor and p ension plan liabilities  (Note 17)  2,164,787  10,316,041  
 Estimated liabilities and provisions (Notes 2, and 18)  2,542,791  2,742,052  

 Other long - term liabilities  (Note 19)  2,426,921  2,179,735  
Minority Interest ( Note 20)  242,951  1 
Shareholdersô equity (Note 21 and see accompanying statement)      34,619,717    26,808,467  

Total liabilities and shareholdersô equity    48,702,412  48,112,080  

Memorandum accounts (Note 22)  118,874,631  64,180,245  
 
 

The accompanying notes are an integral p art of the financial statements.  

 
Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luisa Fernanda Salcedo S.   
 President  Public Accountant  Statutory Auditor  
  Professional Card 14471 -T Professional Card No. 14622 -T 
   (See attached report)  
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ECOPETROL S.A. and subsidiaries  

Consolidated Statements of Financial, Economic, Social and Environmental Activities  

     

   Year ended December 31  

   2008  2007  

   

(In millions of Colombian pesos, except for the  net 
income per share  expressed in pesos )  

Revenue (Note 23)     

 Local sales   21,597,999   16,002,997  
 Foreign sales    12,298,670      6,329,323  

Total revenue  33,896,669  22,332,320  

Cost of sales (Note 24)    19,023,649    12,058,527  

     14,873,020  10,273,793  
Operating expenses  (Note 25)    
 Administra tion  382,101  322,044  
 Selling and projects      2,072,551     1,165,409  

Operating Income  12,418,368  8,786,340  

Non - Operating Income ( expenses )    
 Financial income (expenses ), net (Note 26)  4,101,252  93,628  
 Pension expenses (Note 17 and 27)  (1,144,925)  (1,090,343)  
 Inflation gain (Note 28)  30,473  41,132  
 Other income (expenses ), net  (Note 29)         606,036       (765,453 )  

Income before  income tax  16,011,204  7,065,304  

Income Tax  (Note 16)    

 Current   3,611,020  2,006,484  
 Deferred          770,962       (120,972 )  

     4,381,982  1,885,512  
Minority interest              (455 )                   -  

Net income  11,629,677    5,179,792  

Net income per share         287.35          168.71  
 
 

The accompanying notes are an integral p art of the financial statements.  

 

 
Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luisa Fernanda Salcedo S.   
 President  Public Accountant  Statutory Auditor  
  Professional Card 14471 -T Professional Card No. 14622 -T 

         (See attached report)
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ECOPETROL S. A.  
 

Consolidated Statements  of Changes in Shareholders ô Equity  
 

( In millions of Colombian pesos, except the dividend per share expressed in pesos )   

Year ended on December 31 , 2008 and 2007  

 

 

Subscribed 

and paid - in  

Capital  

Additional 

paid - in capital  

Contribution 

of Nation in 

kind   

Legal and 

other  

reserves  

Incorporated 

Institutional 

equity and 

other  

Surplus on 

equity method  

Surplus  on 

valorization  

Public 

accounting  

application 

effect  

Retained 

earnings  Total Equity  

 

 

Balance at December 31 , 2006  4,244,943   -   4,419,110  2,994,712  48,857  -   5,736,751  -   3,391,373  20,835,746  

Distribution of Dividends ($97,863 per share )   

 -   

 

 -   

 

 -   

 

(1,423,163)  

 

-   

 

-   

 

 -   

 

-   

 

(3,052,236)  

 

(4,475,399)  

Capitalization  of h ydrocarbon reserves contributed 

by the Colombian Nation  

 

4,851,254  

 

 -   

 

(4,851,254)  

 

 -   

 

-   

 

-   

 

 -   

 

-   

 

-   

 

-  

Capitalization (4,087,723,771 shares )  1,021,931  4,700,882   -    -   -   -    -   -   -   5,722,813  

Subscribed capital receivable and additional paid -
in capital   

(4,794)  (850,068)   -    -   -   -    -   -   -   (854,862)  

Appropriation to reserves   -    -    -   339,137  -   -    -   -   (339,137)  -  

Hydrocarbon reserves contributed by the 

Colombian Nation  

 -    -   432,144   -   -   -    -   -   -   432,144  

Addition to incorporated institutional equity   -    -    -    -   59,873  -    -   -   -   59,873  

Adjustment in translation of foreign subsidiaries   -    -    -    -   -   (2,271)   -   -   -   (2,271)  
Surplus on valorizations   -    -    -    -   -   -   (89,369)  -   -   (89,369)  

Net income                  -                 -                 -                 -              -                 -                 -                 -      5,179,792     5,179,792  

Balance at December 31, 2007  10,113,334  3,850,814                -   1,910,686  108,730        (2,271 )   5,647,382                -     5,179,792  26,808,467  

Distribution of Dividends ($115 per share )   -    -    -   4,415  -   -    -   -    (4,658,755)  (4,654,340)  

Subscribed capital receivable and additional paid -
in capital  

 4,457  824,607   -    -   -   -    -   -   -   829,064  

Addition to additional paid - in capital  -   

 Execution of warranties  

 

 -   

 

3,855  

 

 -   

 

 -   

 

-   

 

-   

 

 -   

 

-   

 

-   

 

 3,855  

Appropriation to reserves   -    -    -   517,639  -    -    -   -  (517,639)  -   

Adjustment in translation of foreign subsidiaries   -    -    -    -   -    143,018   -   -  (3,398)  139,620  

Addition to incorporated institutional equity   -    -    -    -    2,635   -    -   -  -    2,635  
Surplus  on valorizations   -    -    -    -   -    1,340,356   (1,479,650)  -  -   (139,294)  

Devaluation in property, plant and equipment   -    -    -    -    -   1,012,229  (1,012,229)  -   -   

Pending responsibility findings   -    -    -    -   814  -    -   (781)  -   33  

Net income                  -                 -                 -                 -              -                 -                 -                 -    11,629,677   11,629,677  

Balance at December 31 , 2008  10,117,791  4,679,276                -   2,432,740  112,179  1,481,103  5,179,961  ( 1,013,010 )  11,629,677  34,619,717  

 
The accompanying notes are an integral part of the financial statements . 

  
 Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luisa Fernanda Salcedo S.    
 President  Public Accountant  Statutory Auditor    
  Professional Card 14471 -T Professional Card 14622 -T 
   (See attached report )
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ECOPETROL S.A. and Subsidiaries  

    

Consolidated Statements of Cash Flows  

    

    

 Year  ended December 31  

 2008   2007  

 ( In millions Colombian pesos )  

Operating activities     

 Cash received from customers  27,884,424   21,683,589  

 Cash from interest income  2,374,871   968,899  

 Cash received from FAEP fund and others  -    1,657,280  

 Other payments  -    (1,089,550)  

 I nterest expense and other payments  (773)   (875,270)  

 Cash paid to suppliers and contractors   (8,570,096)   (5,062,439)  

 Payment of hydrocarbon purchases  and other contributions  (5,587,223)   (4,153,060)  

 Payment of income, sales and equity tax es  (2,962,274)   (1,409,720)  

 Payment of salaries, fringe benefits and social security  (851,186)   (703,003)  

 Payment of retirement pensions and transfers to trust funds       (494,843 )    (1,122,170 )  

Net cash provided by operating activities  11,792,900   9,894,556  

Investing activities     

 Net increase in investment s (3,185,910)   (5,028,945)  

 Investment in natural and environmental resources  (5,234,947)   (2,013,948)  

 Additions to property, plant and equipment   (1,469,648 )    (1,082,887 )  

Net cash used in investing activities  (9,890,505)   (8,125,780)  

Financing activities     

 Dividends  paid  (4,654,340)   (4,475,399)  

 Increase (decrease ) of financial obligations  282,930   (39,305)  

 Suscribed capital receivable and  
    additional paid - in capital  -  capitaliz ation  

832,919   4,867,951  

Net cash ( used in )provide d  by  financing activities   (3,538,491)       353,247  

Net (decrease) increase in cash and cash equivalents  (1,636,096)   2,122,023  

Cash and cash equivalents at the beginning of the year    3,749,899    1,627,876  

Cash and cash equivalents at the end of the year    2,113,803    3,749,899  

    

 
  
 

The accompanying notes are an integral part of the financial statements  
 

 

 
Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luisa Fernanda Salcedo S.   
 President  Public Accountant  Statutory Auditor  
  Professional Card 14471 -T Professional Card No. 14622 -T 
   (See attached Report )  



   
                  ñFree translation from the original in Spanishò  
  

 6 

 

 

 2008  2007  

Attachment 1 ï Cash and cash equivalents detail    
Cash  408  399  

Banks and savings entities  1,395,199  1,160,069  

Special and in - transit funds   703,577  123,251  

Temporary  investments  14,619  2,466,180  

   

Total Cash and cash equivalents  2,113,803  3,749,899  

 
  

Attachment 2 -  Reconciliation of net income to net cash provided by operating activities   

 2008  2007  

   
Net income   11,629,677  5,179,792  

Adjustments to reconcile net income to cash provide d  
by operating activities  

  

Depreciation of  property , plant and equipment  700,301  750,074  
Amortiza tion of natural and environmental resources  947,788  572,743  
Amortiza tion  of of facility abandonment costs  139,795  92,716  

Amortiza tion of deferred charges  108,328  215,372  
Deferred income tax  770,961  (189,265)  
Amortiza tion of retirement pensions  748,832  695,057  
Crude oil  and natural gas  contributed  by the Colombian Nation  -  432,105  
I nflation gain  (30,506)  (41,132)  
Provision for expenses  114,035  1,240,400  
Provision s reduction  (999,866)  (555,438)  

Adjustment in translation of subsidiaries  1,480,800  2,271  
Incorporated institutional equity  2,635  -  
Price differential recognition  (3,070,479)  (1,778,050)  
Decrease ( increase ) in accounts receivable  (529,246)  740,803  
Decrease (increase) in inventories  (312,504)  (302,431)  
Decrease (increase) in pension plan assets  9,415,411  (534,777)  

Decrease (increase) in advances and deposits  (269,108)  (325,264)  
Decrease (increase) in advanced paid expenses  (11,617)  2,858  
Decrease (increase) in deferred charges  12,841  986,204  
Decrease (increase) in other assets  (807,664)  -  
(Decrease )  increase in accounts payable  562,351  384,576  
(Decrease )  increase in taxes  payable   1,013,456  855,264  
(Decrease ) increase in labor obligations  (9,254,330)  25,942  

(Decrease) increase in estimated liabilities and provisions  (586,328)  139,541  
(Decrease) increase in other liabilities  17,337  1,240,800  
Other amounts that do not involve cash                   -        64,395  

Net cash provided by operating activities  11,792,900  9,894,556  
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ECOPETROL S. A.  

 

 
Notes to the Consolidated Financial Statements  

Years ended  December 31, 2008 and 2007  
 

(Unless otherwise indicated amounts expressed in million s of Colombian  pesos, , except for the amounts in 
other currencies, the exchange rates and income per share which are expressed in unit Colombian pesos)  

  
 
1.  Economic Entity and Principal Accounting Policies and Practices  
 

Reporting Entity  

 
ECOPETROL S.A., (hereinafter Ecopetrol or the Company) was incorporated by Law 165 of 1948 and 

transformed through Extraordinary Decree 1760 of 2003 (added by Decree 409 of 2006) and Law  1118 of 

2006 into a state -owned company  by shares and then into a mixed economy entity with commercial 
character, at national level, related to the Ministry of Mines and Energy, for an indefinite period. Ecopetrolôs 

corporate purpose is the development, in Colombia or abroad, of com mercial or industrial activities 

corresponding to or related to exploration, production, refining, transportation, storage, distribution, and sale 
of hydrocarbons, their by -products and associated products, and of subsidiary operations, connected or 

comple mentary to these activities in accordance with applicable regulations. Ecopetrolôs main domicile is 

Bogotá, D.C. and it may establish subsidiaries, branches and agencies in Colombia or abroad.  
 

By means of the transformation Decree 1760 of June 27, 2003, the integral administration of the 

hydrocarbon reserves owned by the Colombian Nation (the Nation), and the administration of non -strategic 
assets, represented by shares and the participation in companies were separated from Ecopetrol. In addition, 

Ecopetr olôs basic structure was changed and the Agencia Nacional de Hidrocarburos (ANH) was created to 

hereinafter issue and develop the Colombian petroleum policy (formerly the responsibility of Ecopetrol) and 

Sociedad Promotora de Energía de Colombia S.A. which  received the non -strategic assets owned by 

Ecopetrol  at that time . 

  

Law 1118 of December 27, 2006 changed the legal nature of Ecopetrol S.A., and authorized the Company to 
issue shares to be placed in the equity market and acquired by Colombian individua ls or legal entities. Once 

the shares were issued and placed, corresponding to 10.1% of the authorized capital  and at the end of 2007 
the Company became a Mixed Economy Entity of a commercial nature, at the  national level, controlled 
by the Ministry of Mi nes and Energy.  
 

Once all the corresponding approvals from the SEC (Securities and Exchange Commission) were obtained, on 
September 18, 2008, Ecopetrol was listed on the New York Stock Exchange ï NYSE through the registration 

of Level II  ADRs (American Deposit ory Receipts), which are traded simultaneously with daily negotiations of 

the Stock Exchange of Colombia without it being a new share issuance, nor obtaining of additional financial 
resources.   

 

Each ADR represents 20 common shares of Eco petrol. JP Morgan Chase Bank N.A. is the ADR depository 
bank and LaBranche & Co Inc . is the specialized firm  in charge of market creation and share price 
stabilization in daily operations  carried out on the New York Stock Exchange  -  NYSE.   
 

Through privat e document signed by Ecopetrolôs Legal Representative dated February 13, 2008, registered in 
the Chamber of Commerce of Bogotá it is informed that the situation of business group has taken place on 
the part of the parent company Ecopetrol S.A.  with regards to its subsidiaries :  Black Gold Re Limited, 
Ecopetrol Oleo é Gas Do Brazil Ltda., Ecopetrol del Peru S.A., Ecopetrol America Inc. subsequently Andean 
Chemicals Ltd was inc luded within the business group  (investor in Propilco S.A. , which in tu rn is the parent 

company  of Comai Ltda. ).   
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The companies  consolidated by  ECOPETROL S.A. are :  

 

Subsidiaries  

Participation 
Percentage  

ECP Activity  Subsidiaries  

Ecopetrol Oleo é Gas do 
Brasil Ltda . 

100  Explora tion, explo itation, transportation, storage, 
distribution and selling of hydrocarbons , by -

products and products , as well as investigation, 
development and selling of energy sources  
 

 

Ecopetrol del Peru  S.A.  100  -  

Ecopetrol America  Inc.  100  
 
 

Black Gold Re Ltd.  100  

Manage all business associated with the total or 
partial, direct or indirect execution of insurance 
and reinsurance of Ecopetrol ôs and of its affiliate 
and/or subsidiary company risks . 
 

-  

Andean Chemicals Ltd.  100  
Manage all b usiness associated with Ecopetrol ôs, 
Propilco ôs and its affiliate companies ô operations. 
 

 
-  

ODL Finance S.A.  65  

Design, construct, operate, sell, explo it and be 
the direct or indirect owner of crude oil  pipeline 
systems for hydrocarbon transportation of private 
use in Colombia . 
 

ODL S.A.  
ODL -  Colombia  

Branch office  

Propilco S.A.  100  
Produc tion and selling of polypropylene resin  
 

Comai S.A.  

Bionergy S.A.  79.14  
Construc tion and operation of biofuel production 
plants , and others related  
 

-  

 
For the preparation of the consolidated financial statements the individual financial statements  as of 

December 31, 2008 were used . 

 
The Company and its subsidiaries  carry out production and exploitation operations through association 

contracts , in different modalities or contractual  mechanisms, as follows :  

 

  N° of Contra cts  

Contra ct Modality  Ecopetrol S.A.  

Ecopetrol Oleo é 
Gas  do Brasil 

Ltda.  
Ecopetrol 

America  Inc.  
Ecopetrol del 

Peru  S. A.  

Explora tion  62  6 1 2 
Produc tion  42  -  1 -  
Undeveloped discovered fields  18  -  -  -  
Sole risk  15  -  -  -  
Incremental production  5 -  -  -  
Production service with risk  3 -  -  -  
Business collaboration  2 -  -  -  
Servic es and technical collaboration      1    -     -     -  

 148     6     2     2  

 

Ecopetrol S.A. carries out production operations in 288 fields , of which 112 are directly operated and 176 are 

operated through t hird parties . 
 

Ecopetrol Oleo é Gas do Brazil Ltda participates in 6 exploration blocks in which Petrobras is the operator.   
 
Ecopetrol America  Inc. has a 9.2% participation in a production contract known as K2 located in the Gulf of 

Mexico, operated by Anadarko. Moreover, it participates in an exploration contract known as Will K, where it 
is not an operator.   
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Ecopetrol del Peru S.A . participates in the exploration contract s 101 and 134 operated by Talisman.  
 

Principal  accounting policies and practices  

 
The General Accounting Office of the Nation (Contaduría General Nación) (CGN) through Resolution 354 of 

September 2007 adopted the new Regimen for Public Accounting ( RCP) as of 2007 and repealed the General 

Plan for  Public Accounting Conceptual Framework. For Ecopetrol, the aforementioned regulations became 
applicable as of January 1, 2008, pursuant authorization included in the communication of the CGN of 

September 28, 2 007 with number 20079 -101345.  

 

The Regulations for Public Accounting modified aspects related to the accounts plan, accounting procedures, 
and disclosures. The main modifications were:    

 

 Investments,  
 Property, plant and equipment,  
 Intangible,  
 Retiremen t pensions and  
 Provisions.   

 
These regulations are included in accounting policies explained hereinafter, with referen ce to 2008.  
 

Consolidated Method  

 
The consolidated financial statements have been prepared in accordance with the provisions in article 27 of 
the Commerce Code, and articles 23 and 122 of Decree 2649 of 19 93, the latter article stipulates that the 
economic entity that holds more than 50% of the capital of other economic entities, should present together 
with its individual financia l statements, the consolidated financial statements, accompanied by its respective 
notes . The consolidation method used is the method of global integration established in the Exter nal Circular 

No. 005 of April 6, 2000 of the Companies Superintendence .   
 
Presentation Basis  

 

The preparation of the financial statements was made under regulations and accounting principles included in 
the Regimen of Public Accounting ( RCP) issued by the General Accounting Office of the Nation (CGN) and 

under other legal provisions. The aforementioned principles can differ in some aspects from the ones 

established by other norms  and regulators of the Nation ; and the concepts on specific matters issued by the 
CGN are considered mandatory . The accrual base was applied for accounting recognition of the financial, 

economic, and social facts.  

 

In accordance with the regimen of inspection, supervision, and/or control of Ecopetrol, the normative 

decision tree was established to defin e the accounting treatment of operations not envisaged by the CGN, 
which is as follows: i) Principal and permanent inspection, supervision, and control: Residential Public 
Services Superintendency ; ii) Residual control: Companies Superintendenc y  and iii) Concurrent control: 
Financial Superintendency , on the activities of the company in its capacity as issuer in the stock market. In 

case of continuing with the normative gap the International Standards of Financial Information (NIIF) will be 
used and for operations related to the industry of crude oil  and natural gas  the accounting principles 
generally accepted in the United States are applied.   
 

 
The attached financial statements correspond to the fiscal period end results. The basic financial statements 

defined by the CGN are: the Balance Sheet, the Financial, Economic, Social and Environmental Activity 

Statement, the Change s in Shareholdersô Equity  Statement and the Statement of Cash Flows. The Notes to 
the basic financial statements are integral to the m .   

 

Segments  
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The Board of Directors of the Company has decided to evaluate its performance in five primary segments of 
activity: exploration, production, refining, transportation and selling . This information is prepared on 
administrative and not regulatory basis, sinc e the RCP does not require a segment information disclosure .   
 

Materiality Concept  
 

An economic fact is material when due to its nature and amount  and  the circumstances that surround it, its 
knowledge or ignorance can significantly alter the economic deci sions of the users of the financial 
information.   
 
The consolidated financial statements include specific headings in accordance with legal requirements, or 

those representing 5% or more of total assets, current assets, total liabilities, current liabilit ies, working 

capital, equity and results of operations, as appropriate. In addition, lower amounts are shown when they are 

deemed to contribute to a better interpretation of financial information.  

 

Us e of Estimates  
 

The preparation of the consolidated financial statements in accordance with RCP principles require that 

m anagement make estimates and assumptions that could affect the recorded amounts of assets, liabilities, 
results of the year and the attached notes. These estimates are carried out in acco rdance with technical 

criteria pursuant with regulations and current legal provisions. Actual or market values could differ from such 

estimates.  
 

Transac tions in Foreign Currency  

 
Transactions in foreign currency are entered into in accordance with applicable regulations and are recorded 
at appropriate exchange rates on the transaction date. Balances denominated in foreign currency are 
reflected in Colombian pesos at the market exch ange rates of $2,243.59 and $2,014.76 per US$1 on 

December 31, 2008 and December 31, 2007, respectively.   
 
The adjustment for exchange differences generated by foreign currency assets  and liabilities is recorded 

against results of operations, except when such adjustment is attributable to capital investments in 
controlled entities, in which case the equity is affected.  
 
The assets purchase values under construction and until they are ready for use , are part of the cost of the 
project, as established  it the  RCP.   
 
The Company when carrying out its crude oil  industry activities  can freely deal with foreign currency, 

provided that it complies with the provisions in the exchange regimen.  
   
To translate the subsidiariesô financial statements where  the  origin currency is different from the Colombian 

peso  the translation was made by translating the origin currency to US dollar s and then to Colombian pesos. 
Asset and liability balances the exchange rate  as of December 31, 2008  was used  to translate , while the 

weigther average exchange rate was used for income statement , equity accounts were translated at 

historical exchange rates .    
 

Joint Operation Contracts  

 
Joint venture or common - interest operation contracts are undertaken between Ecopetrol and third parties in 

order to share the risk, secure capital, maximize operating efficiency and optimize reserves recovery. In 

these joint operations, each party takes its agreed participation in the production of crude oil . Ecopetrol 
rec ords these investments, revenues, costs and expenses when the operator reports the accounting 

information. When Ecopetrol directly operates the facilities, it records assets, revenues, costs and expenses, 

recognizing at the same time the accounts receivabl e of the third party.  
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Cash and Cash Equivalents  

 
For purposes of presentation, investments that since the moment of its constitution have a maturity of less 
than ninety (90) days are regarded as cash equivalents, and have the accounting treatment of investments 

of liquidity administration.  
 
The cash involved in associated operations recognized by the company as operating partner corresponds  to  
advances from both partners and Ecopetrol in the percentage of participation agreed upon initially in the 
contracts, which will be managed in a joint operation exclusive use bank account.   
 

Financial Derivative Instruments  

 
The Company enters into hedging agreements t o protect itself from the fluctuations of international crude oil 
prices. The result obtained from these transactions affects the results of the Company . At the end of each 

period they are adjusted to the rate or agreed conditions of each contract . Ecopetrol does not use these 
financial instruments for speculative purposes.  
 

Hedging operations are carried out with banks and other counterparties with a credit risk rating greater than 
A+.  
 
The Company makes periodic evaluations based on hedging transa ctions of market risk, and determines the 

need for extension or early termination of the contracts, when the result is ineffective. In the event of 
cancellation, the financial and contractual effects are recognized in the results of operations, fulfilling the 

provisions of the RCP.     

 
Inve stments  

 

The investments are classified as: i) Investments of Liquidity Administration, ii) Policy purpose investments 
and, iii) Equity Investments.   

 
The investments of l iquidity administration cor respond to resources  invested in debt and participat ory  

securities with the objective of obtaining  profit s through short - term  price fluctuations . Their ini t ial reco rding  
corresponds to the ir  historical cost and they are updated based up on valuation methodologies issued by the  

Finance Superintendenc y.  

 

The policy purpose investments are made up of titles of debt of national or foreign entities, acquired in 

compliance with macroeconomic or internal  policies  of the entity , which include investments maintained 
through  their maturity date and those available for sale, the former being those which are kept for at least 
(1) a year, as of the first day on which they were classified for the first time, or when they were reclassified.   
 
The investments maintained to maturity are u pdated based on the Internal Rate of Return (TIR) included in 
the methodologies adopted by the Finance Superintendenc y and the investments for the purpose of 

macroeconomic policy and available for sale should be updated based on methodologies adopted by th e 
Finance Superintendenc y for negotiable investments.   
 

Equity investment s are  classified in controlled and uncontrolled entities. The equity investment in controlled 

entities should be recognized at their acquisition cost , whenever it is less than the ne t book value ; otherwise, 
it should be recognized at the net book value  and the difference between the cost of purchase  and the net 
book value corresponds to goodwill . It is updated through the equity method, as established in Resolution 
145 of 2008, issued by the CGN.   
 

From 2008 the RCP incorporated the concept of important influence for the recognition of investments in 
associated entities and established the equity method to updat e these investment s. Until 2007 the 
investments in associates were recognized by the cost method.   
 

Important influence is defined as the authority that the entity has, regardless if the percentage of capital is 
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equal to or less than the 50%, to participate in the definiti on and orientation of financing and operational 

policies of another entity for the purpose of obtaining profits from that  entity.   
 
Important influence may be present in one or more of the following aspects:   
 

 Representation on  the Board of Directors or equivalent regulatory organ of the associated entity.    
 Participation in policy -making processes.    

 Important transactions between the investor and the associated entity.    
 Exchange of officers, or  
 Supply of essential technical information.   

 
 
Equity investments in uncontrolled entities include participatory titles of low or minimum liquidity or without 

any trading on an exchange which do  not permit any type of control or to exert important influence and 

should be recognized at  historical cost; their updating arises from the periodic comparison of the cost of the 
investment in contrast to its net book value or its value in the stock market.  

 
In accordance with the Technical Standard Related to Assets of the Regimen of Public Accounting, the 
investments made in foreign currency should be recognized applying the m arket exchange rate (TRM) of the 
transaction date. The value must be reexpressed pe riodically based on the TRM, as long  as the updating 

methodology does not consider it. For foreign subsidiaries, the equity method should be applied in Colombian 
pesos , following the translation of the financial statements.   
 

Receivables  

 
The values due to the Company are recognized at their original amount or at the amount accepted by the 
debtor, which is susceptible of periodic updating in accordance with the current legal provisions, or with 

agreed contractual terms.   
 

The receivables a re provided for the value of the rights that, in accordance with the degree of aging or non -

payment  , are considered uncollectible , being adjusted at the time of that occurrence. The recording of the 

provision  is charged to expense .   
 

It is only possible to write -off  accounts and notes receivable against the provision when there is reasonable 

material or legal certainty of the total or partial loss of the asset.  
 

Invent ories  

 
Inventories include assets extracted, transformed and acquired in any way , to be sold, intended for 

transformation and consumed in the production process, or as a part of service rendering. Ecopetrol uses  the  

permanent inventory system.  
 

Inventories are recorded at historical costs or at purchase cost, which includes direct and indirect charges 
incurred to prepare the inventory for sale or use .  
 

This valuation is measured under the weighted average method, considering the following parame ters:  
 
Å Crude oil and natural gas  inventories for the Companyôs own production, at production costs.   

 
Å Crude  oil purchase d at  acquisition costs , including transportation and delivery costs incurred.   

 

Å Finished goods inventory, at total production costs at each refinery.   
 

Å Work in progress inventory, at production costs.   

 
Å Raw material inventory, at weighted average cost.   
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Raw materials and supplies in joint ventures are controlled by the operator and reported in a joint account at 

acquisition costs ( recorded in the original currency at average costs). Inventory consumptions are charged to 
the joint venture as expense or investment, as appropriate.  

 

Additionally, materials and product inventories are valued at the lower between market value and average  
cost and the actual cost incurred for in - transit inventories. At the end of the year, provisions are calculated 

to recognize impairment, obsolescence, excess or slow -moving or loss of market value.  

 
Prop erty, Plant and Equipment and Depreciation  

 

Property, plant and equipment are recorded at cost, adjusted for inflation until 2001, which includes financial 
expenses and exchange differences from foreign currency financing incurred until the asset is placed in 

service. When an asset is sold or retire d, the adjusted cost and accumulated depreciation are written off and 

any gain or loss is recognized in results of operations.  
 

Depreciation is calculated on the total acquisition cost using the straight - line method, based on the assets 

useful life. Annual  depreciation rates used are:  
 

 %  

Buildings  and pipelines  5 

Plants and equipment  10  
Transportation equipment  20  

Computer s 33.3  

 
Regular disbursements for maintenance and repair s are included in expenses and those significant  ones  that 

improve  the efficiency or extend the useful life are capitalized . 

 

Pursuant with provisions in the RCP for 2008  balances of devaluations  were reclassified to the equity account 

known as Effect of the Application of Regimen of Public Accounting. Until  2007, devaluations  were  recorded  
as a lesser value of the valorizations of assets and in equity without effect on the results of the period. For 
2009 and following, devaluation s of property, plant and equipment are charged to results.   
 

Natural and Environment al Resources   

 

The Company applies the successful efforts method of accounting for investments in exploration and 
production areas.  As a result, the costs of the exploratory dry or uncommercial wells and the costs of the 
geological and geophysical studies are charged to expenses of the period in which the result of the wells is 
determined or in the period in which they are incurred, respectively. Once the successful wells are 
completed, the costs  corresponding to tangible concepts are capitalized as properties, plant, and equipment 
and th ose corresponding to intangible costs are capitalized as amortizable  petroleum  investments.   
 

The intangible costs are amortized and charged to results, using the  units -of -production method on the basis 
of the  proved  developed reserves remain ing  by field without royalties, in accordance with the statement of 
reserves approved by the Committee of Reserves of the Company.   

 
The estimate of hydrocarbon reserves is  subject to several inherent uncertainties in the determination of the 

proved reserves, the rates of recovery, of production, the opportunity in which the investments  are made in 

order to develop the reserves and to the degree of maturation of the fields.   
 

The Company recorded as reserves and appraisals  the contributions of the Nation represented by crude oil 
and natural gas  reserves from concession reversions of crude oil -producing areas in favor of the Nation , prior 
to the applicability of Decree 1760 of 2003. Depletion is recognized through the units -of -production method.   
 

Given that from 2008 Ecopetrol is an  issuer in the national stock market and in the stock market in the 

United States of America, the methodology appro ved by the SEC (Securities and Exchange Commission) for 
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the calculation of reserves was kept, but the factor of amortization for crude oil -producing investments was 

affected due to the price change used for this calculation, that passed from the price of the crude portfolio in 

2007, to the price of crude WTI at the close of the year. This change generates a n im material reduction in 
the expenditure in amortization  expense  of petroleum investments in  the  financial statements of 2008.  

 

On March 7, 2007 Decree 727 was issued replacing Decree 2625 of 2000, which includes  regulations related 
to reserves valuation and accounting  for  hydrocarbon reserves of the Nation in the Companyôs financial 

statements and in addition, it orders Ecopetrol to register the value of the hydrocarbons exploration or 

production rights that it own s. This record ing  is carried out in memorandum accounts in compliance with the 
opinion issued by the CGN.  

 

Impairment of Lo ng - Lived  Assets  
 

Unproductive assets are identified as those which due to  technical conditions or obsolescence, are not 

required for the operation and good progress of the businesses; in such case, necessary administrative 
actions are taken to guarantee the retirement or write -off of the assets, using for this purpose the most 

appropriate retirement modality according to its characteristics and guidelines established in the pertinent 
policies and procedures.   
 
Deferred Charges  

 
Deferred charges include deferred income tax , which correspond s to the income tax originated from 

temporary differences between the basis to determine book profit and taxable income of each period.   
 
It also includes the investments made when developing the business collaboration contract signed between 
Ecopetrol and Schlumberger for the purpose of obtaining incremental production in the Casabe field . Such 
investments are amortized based on the on the units -of -production of the field. In addition, they include the 
costs incurred in the Sensor project that are amortized on straight line over five (5) years.   
 

Monetary correction attributable to non -monetary accounts (including equity) related to explora tion and 
development activities, was recorded as a deferred asset or liability through December 31, 2001 and are 
transferred to results during the amortization and/or depreciation period of the assets originating it.  
 

Ot her Assets  

 

It includes the goodwil l, that corresponds to the difference between the value of purchase of the equity 
investments in controlled entities and their net book value, which reflects the economic benefits hoped to  be 
achieve d from the investment, originated in good name, specialized personnel, reputation of privileged  
credit, prestige due to sale of better products and services, favorable location and expectations of new 
businesses, among others.   
 
Goodwill  is amortized based on generally accepted  methodologies during the term in which the investment 

recovery is expected .   
 
Advances received from Ecoga s to cover obligations BOMT ( Build , Operat e, Maint ain and Transfer)   

 
Derived from the sale of Ecogás S.A. by the National Governme nt and following specific instructions of the 
General Accounting Office of the Nation, the Company registered as deferred income the net present value of 
the future payment schedule, with regard to the debt of Ecopetrol with the BOMT contractors.These liabilities 
expire in 2017 , when the  payments for the  obligations with  the  contractors  culminate .   
 
Valorizations  

 
a.  Investments   
 

Market value of investments of variable income is determined based on the value in the stock exchange, 
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its degree of liqu idity, the net book value of those not trade d on  the stock exchange and the share in the 

company receptor of the investment, compared to its cost at the end of the year for the purpose of 
determining the corresponding valuation and/or provision.   

 

b.  Prop erty, Plant and Equipment  

 

Valuations and valuation surplus of property, plant and equipment in the  equity correspond to the 
difference between net book value and the market value for real estate or the current value in use for 
plant and equipment, determined by specialists registered with the Real Estate Control entity or by 

suitable technical personne l, according to the situation .  
  
Following the guidelines stated by the General Accounting  Office  of the Nation within the RCP, the 
methodology used to appraise property , plant and equipment is the present value in use for going 
concerns (VAU), for the ec onomic valuation of the assets , considering the current conditions of 

installation and its useful life in production conditions and generation of income.   
 

The appreciation of the property, plant, and equipment includes the effect caused by the excess bet ween 
the respective appraisal and the net cost in books , except for assets classified as computer s and furniture 
and fixtures .   

 

Accounts Payable ï Suppliers  
 

Correspond to obligations incurred by Ecopetrol with third parties in relation to the fulfillment of its corporate 
purpose.   
 

Income Tax  

 
The provision for income tax is calculated at the official rate of 33% in 2008 (34% in 2007) by the accrual  
method, on the greater of  presumptive or ta xable income.   

 
The effect of timing differences involving the payment of a lower or higher income tax in the current year is 
recorded as a deferred tax liabilit y or asset , respectively, provided that a reasonable expectation exists that 

such differences will reverse and in the case of the deferred tax asset, that sufficient taxable income will be 
generated to recover the tax. The deferred tax balance was calculated at the rate of 33%.  
 

The Company uses the special deduction for investment in real producti ve fixed assets equivalent to 40% of 
the effective investment carried out during the fiscal year. If such assets are sold or they are no longer used 

in the income produc ing  activity before the maturity of the term of its economic life, it will be compulsor y for 

the Company to reimburse the proportional value of the deduction taken in the income tax return in the 
corresponding fiscal period in which such fact is presented.   

 

Labor and Pension Obligations  

 
The system for salaries and fringe benefits for Ecopetrol personnel is governed by the Collective Labor 
Agreement 01 of 1977, and in the absence thereof, by the Labor Code. In addition to fringe benefits, 

Ecopetrol employees are entitled to receive additio nal benefits agreed upon that depend both on the place, 
type of work, length of service, and basic salary. Annual interest of 12% is paid on accumulated severance 
amounts in favor of each employee and the payment of indemnities is provided for when special  
circumstances arise that result in the non voluntary termination of the contract, and in periods other than the 
trial period.    

 
The actuarial calculation includes active employees with indefinite term contract, pensioners and  heirs, for 

pension, health c are and education benefits.  I t also includes pension bonds for tempora ry  employees who 

joined before January 29, 2003 and active and retired employees . The calculation of bonds is regulated by 
Decrees 1748 of 1995,  1474 of 1997 ,  876 of 1998, and 1513 of 1 998, as well as Law 100 of 1993 and its 
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regulatory decree.  

 
All fringe benefits for employees who joined the Company before 1990 are the direct responsibility of  

Ecopetrol, without the involvement  of the social security entity or institution. The cost of health  services of 

the employee and his/her relatives registered with the Company is determined by means  of the morbidity 
table, prepared on the bas is of facts occurred during 2008 . Likewise, the e xperience  of Ecopetrol is 

considered for the calculation of educational allowances, based on the annual average  cost of each business, 

subdivided in accordance with the class of studies: pre -school, primary, high  school and university.  
 

For employees who j oined the Company beginning with  the effectiveness of Law 50 of 1990, the Company 
makes periodic contributions for severance, pensions and professional risks to the respective funds that 
assume all these obligations. Likewise, Law 797 of 2003 determined th at Ecopetrol employees who joined the 
Company as of January 29, 2003 will be subject to the provisions of the General Pension Regime.  
 

Following the provisions in Decree 941 of 2002, once the actuarial calculation was approved by the Ministry 
of Finance in  October 2008 and the mechanism was approved by the Ministry of Social Protection, through 
administrative act of December 29 of 2008, as of December 31, 2008 the Company partially  commuted  the 

amounts corresponding to its pension liability, transferring s aid obligations and the funds that support them 
to autonomous pension trust funds  (PAP) .   
 

The amount commuted as of December 31, 2008 was $10,092,528 million , which implied removing the 
assets represented in trust funds and their corresponding liability for pension quotas from the balance sheet 

and transfer r ing  them to memorandum account .  

 

The commuted resources, as well as their returns , cannot change their designation nor be restored to the 
Company until all the pension obligations have been fulfilled.    

 
The commuted obligation corresponds only to the pension obligations ; those relating to health and education 
remain within Ecopetrolôs labor liability.   

 

Purchase of hydrocarbons  

 
The Company purchases hydrocarbons that the ANH receives from all the production in Colombia, at prices 

established according to the section four of Law 756 of 2002 and Resolution 18 -1709 of 2003 of the Ministry 
of Mines and Energy, considering the interna tional prices of reference.   
 
Additionally, it purchases hydrocarbons both from partners as well as from other producers in Colombia and 
abroad to cover the needs and operating plans of the Company.  
 
Recognition of Income  

 
Income from crude oil and natural gas sales is recognized at the time of transfer of title to the buyer, 

including its risks and benefits. In the case of refined and petrochemical products, income is recognized when 

products are shipped by the refinery; su bsequently, they are adjusted in accordance with the volumes 
actually delivered. Income from transportation services are recognized when products are transported and 

delivered to the buyer in accordance with the sale terms. In other cases, income is recogn ized at the time it 

is earned and a true, probable and quantifiable right to demand its payment arises . 
 

Late payment interest income on the collection of accounts receivable is recognized following prudence and 

realization principles.  

 

The income from sub sidies corresponding to the difference between the regulated price and the price to 
international parity are registered by the Company in 2008 in accordance with the Resolution No. 181496 of 
September 2008 of the Ministry of Mines and Energy, which repeale d resolution 180414 of March 2007. 
Through the new r esolution in 2008 the opportunity cost was established on the amounts due  to Ecopetrol 
due to subsidies. For the year 2008, both the value of the subsidy and the opportunity cost were calculated 
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in Americ an dollars, generating a net gain due to the difference in exchange rate. In addition, in Resolution 

182439 and Decree 4839 of December 2008 the procedure for the recognition of participation differential 
(negative value between parity price and regulated price) was defined. In 2007, the income was recognized 
in Co lombian pesos and did not recognize opportunity cost.   
 

For 2009 the subsidy will be calculated again in Colombian pesos including the recognition of opportunity 
costs.  
 
Costs of Sale and Expen ses  
 
The costs are recognized by their historic value both fo r the goods purchased for sale, for the cumulative 

production costs of produced goods and provided services. Its disclosure is made by identifying the operation 
that generates it.   
 
Expenses correspond to amounts required for the development of the ordinary activity and include those 

caused by situations of extraordinary character. The expenses are disclosed in accordance with their nature 
and the occurrence of extraordinary events.   

 
Costs a nd expen ses are recognized upon receipt of goods or services or when there is certainty of the 
occurrence of the economic fact. Fuel shortages and losses due to thefts and explosions are recorded as non -  

operating expenses .   
 

Field Abandonment  

  
The Company recognizes the liability for future environmental obligations and its corresponding entry is a 
greater value of natural and environmental resources . The estimation includes plugging costs and 
abandonment of wells, dismantling of facilities and environmental recovery of areas and wells. Amortization 
is imputed to production costs, using the technical units -of -production method based on proved developed 
reserves. Changes resulting from new estimates of the liability for abandonment and environment al 

restoration are capitalized to the respective asset. The related liability is estimated in foreign currency and is 

adjusted for exchange difference at the end of each year , and a greater or lesser value of the asset .  
 
Based on the extension of certain  association contracts, the abandonment costs are assumed by the 
associates in the percentages of participation established in each contract. Ecopetrol has not allocated funds 
in order to cover these obligations, with the exception of those association con tracts detailed in Note 13 
numeral 5; however, to the extent that activities are generated which are related to  abandonment, these will 
be covered by the Company.  
 

Accounting for Contingencies  
 
As of the date the consolidated financial statements are issue d, conditions might exist that result in losses for 
the Company, which will only be known if future specific circumstances arise. Management, the legal Vice  

Presidenc y and legal counsel evaluate these situations based on their nature, the likelihood that t hey 

materialize, and the amounts involved, to decide on any changes to the amounts accrued and/or disclosed. 
This analysis includes current legal processes against the Company.  

 

After the change to RCP in 2007, the Company adjusted the evaluation of the  status of the  legal processes .. 
Such methodology evolved in 2008 to be based on the credit system of the Nation use d by the Ministries of 

the Interior and of Justice. Up to October 31, 2008, Ecopetrol recognized the provisions by methodology it 

had been using  in the past .  
 
Risks and Uncertainties    

 
The Company is subject to certain operational risks which are customary to the industry in Colombia, such as 
terrorism, product theft, crude oil international price changes, environmental damages, and variations in the 
estimations of hydrocarbon reserves.   



   
                  ñFree translation from the original in Spanishò  
  

 18 

   

Net Income per Share   
 
Net income per share is calculated on the weighted average of out standing shares of the Company d uring the 
year .   
 
Memorandum Accounts  

 
Asset and liability memorandum accounts represent the estimation of fact s or circumstances from which 
rights or obligations could result and that may affect the financial, economic, social, and environmental 

situation of the Company . M oreover, the y disclose the value of the assets , rights and obligations  that need to 

be controlled and include the differences between the accounting information and the information used for 
tax purposes.   

 

The value reflected in memorandum accounts as  an estimate is determined through methodologies of 
recognized technical value and updated periodically.  

 

 
2.  A ssets and liabilities denominated in foreign currency  

 

Operations and balances in foreign currency are translated into Colombian pesos at the exchange rate 
certified by the Finance Superintendency of Colombia . 

  

At December 31, 2008 and 2007, the consolidated financial statements of Ecopetrol included the follo wing 
assets and liabilities denominated in foreign currency (which are translated into Colombian pesos at the 

closing exchange rates , $2,243.59 and $2,014.76 for US$1 for 2008 and 2007, respecti vely ).  

 

 2008  2007  

     

 ( Thousands 
of US$ 

dollars )  

( Equivalent 
millions of 
Col pesos )  

( Thousands 
of US$ 

dollars )  

( Equivalent 
millions of 
Col pesos )  

 

Assets :      
Cash and cash equivalents  1,504,857  3,376,282  565,783  1,139,916  
Inve stments   4,243,339  9,520,313   3,445,552   6,941,960  
Accounts and documents 
receivables  

1,930,970  4,332,306   276,878   557,842   

Advances and deposits  171,040   383,744  257,869  519,544  
 7,850,206  17,612,645  4,546,082  9,159,262  
Liabilities :      
Financial Obligations  103, 171  231,473  -  -  
Accounts payables and related  347,603   779,876  143,114  288,340  

Taxes payable   354   794  -   -   
Estimated liabilities and provisions  926,695  2,079,124  758,589   1,528,374  

Other liabilities       557,331      1,250,422       626,927    1,263,107  

 1,935,154    4,341,689  1,528,630  3,079,821  
 
 

3.  Cash and cash equivalents  

 

 2008  2007  

   
Banks and saving entities   1,395,199   1,160,069  
Special and revolving  funds  (1)  703,577  110,728  
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Cash  408   399  

Sight investments  (2)  14,619   2,466,180  
In - transit funds                 -         12,523  

 2,113,803  3,749,899  
 
(1)  It is represented by investments in overnight operations, $4,597; trust commissions, $11,869, and 

savings in Fondo Corredores Asociados, Fondo Correval and Fondo Citi Institutional Cash Reserves for 

$687,111, destined to be used as working capital in order  to cover short term obligations. The increase 
in investments in special funds in 2008 is because the best rates were offered by these entities in 

relation to other types of investments.   

 
(2)  As of December 31, 2007 it included investments with maturity of 90 days or less in resources 

commited in the cash flow of December, that were disbursed in 2008.   

 
Restrictions on banks and corporations:  

 

In December 2008 there was an embargo for $73 from the 9° Civil Court of Neiva, in order to back a 
presumed obligation derived of the breach of payment of a public deed servitude. At present, the Company is 

preparing a response to the claim arguing that th e project originally planned in the property will not be 

carried out . 
 

 

4.  Inve stment  

 
 2008  2007  

Current :    
  Fixed income :    

Investment Funds administered by third parties (1)  2,077,218  447,249  

Bon ds and securities of private or foreign entities  1,099,487  1,168,723  
Resources delivered for administration (2)  326,941  3,686,431  
Bon ds issued by the Colombian Government  224,053  115,714  

Specific destination fund   10,212  331,900  
Treasury Securities  ï TES 6,970  8,780  
Time deposits  5,038  195,699  
Other investments                  -                 6  

Total Current  3,749,919  5,954,502  

Non - current :    

Variable Income -  Shares (4)  2,404,695  1,125,945  
Fixed yield :    

Bon ds and securities of foreign entities (3)  5,094,596  2,264,230  
Bonds issued by the Colombian Government  754,054  521,997  
Fund  378,461  2,287  
Treasury Securities -  TES 56,529  60,878  

Own insurance fund                 -                25  

 8,688,335  3,975,362  
Less: Allowance for protection of investments   

            (15 )   
 

  (130,543 )  

Total  Non - current   8,688,320  3,844,819  
 

(1)  On March 31, 2008 US$400 million were delivered to firms specialized in the administration of financial 

resources.   
 

In December 2008 Ecopetrol received resour ces from some of its subsidiaries to be given for delegated 
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Management. Ecopetrol, in turn, entrusted the management of these resources to a portfolio manager . 

 

(2)  The variation with regard to the previous year is originated by the dividend payments to the Ministry of 
Finance and  Public Credit in the months of April, July, October, and December . 

 

(3)  Corresponds to bonds and securities in foreign entities, such as term deposits .  
 

Investments classification depends on the nature of such investments, their purpo se and maturities.   

Short - term investments have maturities of less than one  

 
(4)  A summary of long - term investments of variable income, recognized by the cost method, is as follows:   
 

SHAREHOLDING  

Number of 

shares 

and/ or 

quotas  

Participation 

percentage  

Valuation 

date  

Historical  

Cost  

Intrinsic / 

Market  Value  

Reappraisal 

/Provision  

       
STRATEGIC        

Sociedad Portuaria de 

Oleofinas  249,992  49.99  Dec-08  

 

250  

 

339  

 

89  

Zona Franca de Cartagena S.A.  244  8.18  Dec-08  239  509  270  

Sociedad Portuaria del Dique  10  0.50  Dec-08  -  -  -  

Los Arces Group Corp. (*)  10,000  100  Dec-08  6,000  6,000  -  
Amandine Holdings Corp   (*)  

500  100  Dec-08  
    6,657      6,657              -  

Total STRATEGIC       13,146    13,505         359  

NON STRATEGIC        

Empresa de Energía de Bogotá  6,310,980  7.35  Nov -08  169,421  437,550  268,129  

Interconexión Eléctrica S.A.  58,925,480  5.48  Dec-08  69,549  418,371  348,822  

Propaise S.A.  
18,744,883  0.99  Dec-08  

         30           15          (15 )  

Total non strategic  
 

Total     

239,000  

252,146  

855,936  

869,441  

616,936  

617,295  

 

  (*) At December 31, 2008, these companies were in liquidation processes , therefore were not 

incorporated in the consolidation.  
 

Sale of Shares of Colombia Telecomunicaciones S.A., E.S.P .:  On 29 December 2008, the Regional 
Channel TV Andina purchased 100 shares that Ecopetrol owned in Colombia Telecommunications S.A., E.S.P 
-   Telecom;  the sale price per share was the intrinsic value as of November 30, 2008 ($2,069.14).   

  

A summary of var iable income long - term investments, recognized by the equity method, is as follows :  

 

STRATEGIC  

Number of 

shares 

and/ or 

quotas  

Participation 

percentage  

Valuation  

date  

Historical 

Cost  

Adjusted 

cost  

Equity method 

effect  

       

IMPORTANT INFLUENCE        

Sociedad Refinería de 

Cartagena S.A.  

979,999  49.00  Dic -08  239,271  1,294,819  1,055,548  

Oleoducto Central S.A.  1,820,824  35.29  Dic -08  396,021  636,010  239,989  

Ecodiesel Colombia S. A. (1)  7,750,000,000  50.00  Nov -08       7,750        7,790              40  

Invercolsa S.A. (2)  889,410,047  31.76  Nov -08  60,282  159,453  99,171  

Oleoducto de Colombia S. A.  15,925  43.85  Dic -08  181,569  48,221  (133,348)  

Serviport S.A.  53,714,116  49.00  Nov -08       2,081           6,256       4,175  

Total     886,974  2,152,549  1,265,575  

 

In accordance with the parameters given by the Regimen of Public Accounting starting in 2008, the 
investments in companies associated in which Ecopetrol has participation in the definition and 
orientation of the financial and administrative policies are re corded by the equity method . The effect of 
the application of the equity method was an increase in  income of $56,118, net of the corresponding 
income tax, which includes the accumulated retained earnings of the associated companies. Until 
2007, the investm ents in associated companies were recognized by the  cost  method.   
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(1)  On April 19, 2007 the company Ecodiesel Colombia S. A. was incorporated. The company will be in 

charge of constructing and operating a plant that will produce 100,000 annual tons of biodie sel, 

equivalent to 2,000 barrels per day.  

 
Restrictions over long term investments ï variable income :  

  

(2)  In accordance with the sentence of February  8, 2007, issued by the 28th Bogota Civil Court, Mr. 
Fernando Londo ño was required to return the package of shares of Inversiones de Gases de Colombia 

S.A. (Invercolsa), as well as the amount paid in 1997. This  sentence was appealed and its second  

instance  decision is pending . On June 8, 2007, the 28th Court declared the seizure and deposit into an 
escrow acc ount of  the 145 million Invercolsa shares and any dividends or distribution in connection 

therewith  and appointed a custodian.  

 

In developing a constitutional action filed by two citizens, the Council of State ruled in favor of 

Ecopetrol granting it the c ontrol of the shares under litigation, a decision that was confirmed by a 

tutela action and which, in turn, was reviewed by the Constitutional Court in August 2007. The 
Company will only  recognize dividends income once the final sentence in its favor is de livered and the 

recoverability of the resulting amounts can be assured .  

 
 

The net result and the economic activity of of Ecopetrol ôs subsidiaries as of  December 31, 2008 included :  

 

Company  Assets  Liabilities  Equity  
Results of 
the period  

Black Gold Re Ltd  245,470  13,277  232,193  18,515  

Ecopetrol Oleo é Gas do  Brasil Ltda.  17,727  20  17,707  (1,907)  

Ecopetrol America Inc.  1,294,425  30,068  1,264,357  (243,317)  

Ecopetrol del Peru  S.A.  25,588  6,103  19,485  (43,333)  

Andean Chemicals Limited  392,795  15,816  376,979  8,255  

Polipropileno del Caribe S.A.  970,28 5 410,340  559,94 5 53,346  

ODL Finance S.A.  680,004  3,376  676,628  186  
 

 

 
Ecopetrol ôs subsidiaries  as of December 31, 2007 present the following balances :  

 

 
Assets  Liabilities  Equity  

Results of 
the period  

Black Gold Re  Ltd.  199,499  10,172  189,327  8,646  
Ecopetrol del Peru  S. A. 53,234  5,846  47,388  -  
Ecopetrol America  Inc . 40,295  -  40,295  -  
Ecopetrol Oleo é Gas do Brasil Ltda  4,875  22  4,853  -  

 

The economic activity and the net result of the period of the issuance entities where the Company has 

investments are :  
 

Company  Economic  Activity  

Net result 
as of 

December 

2008  

Net result 
as of 

December 

2007  

Interconexión Eléctrica S. A. (1)  Operation, maintenance and selling of 
electrical power.  

179,495  226,021  

    
Empresa de Energía de Bogotá S. A. Electrical energy power  230,756  625,602  
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E.S.P (2)  

    
Sociedad Refinería de Cartagena S. 

A.(2)  

Construction and operation of refineries, 

refining of hydrocarbons, production, 
selling and distribution of crude oil, 
natural gas and by -products.  

9,478  1,357  

    
Oleoducto Central S.A. -  Ocensa  Construction and operation of a pipeline 

system, which Terminal is the Coveñas 

embarkation port, Municipality of Tol ú, 
Colombia  

47,821  25,555  

    
Invercolsa S. A. (1)  Investments in energy sector companies 

including activities inherent to the 
industry and commerce of hydrocarbons 

and mining . 

111,773  57,772  

    

 

Company  Economic Activity  

Net result 
as of 

December 

2008  

Net result 
as of 

December 

2007  

Oleoducto de Colombia S. A. (2)  Construction and operation of a pipeline 
system, which terminal is the Coveñas 
embarkation port, Municipality of Tol ú, 
Colombia  

(23,862)  (6,553)  

    
Serviport S.A (2)  Rendering to the public in general of the 

necessary services for the loading and 
unloading support of crude oil  ships, 
supply of equipment for the same 
purpose, load inspections and 
measurements  

(500)  (207)  

    
Ecodiesel Colombia S. A. (2)  Construction and operation of plants for 

the production of bio - fuels and oleo -
chemicals and their mixes with  
hydrocarbon derivative fuels, in addition 

to the production and distribution of 
them . 

76  2 

 

(1)  Informa tion as of November  2008  

(2)  Preliminary information as of December 2008.  
 

The classification of treasury investments depends on the use of the funds , its destination and maturity. 

Investments whose maturity or realization is shorter than one year are held for short term s.  
  

 

 
 

 

Summary of investments at December 31, 2008:  
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Maturity  
1 ï3  Years  3 -  5 Years  > 5 Years  Total  

Private Bonds  4,145,510  757,805  191,281  5,094,596  
Bonds and other government 

securities  

144,18 0 442,297  167,577  754,054  

Treasury securities TES 31,317  13,86 3 11,349  56,529  
Specific destination fund      131,250      159,72 6    87,485      378,461  

 4,452,25 7  1,373,691  457,692  6,283,640  
   
Summary of long term investments at December 31, 2007 :  
 

Maturity  
1 ï3 Years  3 -  5 Years  > 5 Years  Total  

Bonds and other government 

securities  

1,731,704  457,753  74,773  2,264,230                                                                              

Treasury securities TES  224,837  50,016  247,144  521,997  
Specific destination fund  17,721  32,583  10,574  60,878  

 
        2,287              -               -          2,287  

 1,976,549  540,352  332,491  2,849,392  
 

 

5.  Accounts and notes Receivables  

 

 2008  2007  

Current por tion  
    Customers :  

Local  (1)  55 5,405   482, 453   
Foreign  (1)  530,495  442,657  

Differential price receivable from the Ministry of Mines  

and Energy (2)  

 

3,970,115  

 

633,806  
Other debtors  350, 227   14 5,081   

Related parties (See Note 15)  237, 236  34 0,485   
Reimbursements  and investment yields (3)  111,977  111,935  
Associations contracts ï Joint operations  52,821   79,559  
Doubtful accounts  33,008   28,665  
Accounts  receivables from employees  29,951   7,541  
Notes receivables  22,680   19,642  

Industrial service customers  
      17,046          6,745  

  5,910,961   2,298,569  

Less: Allowance for doubtful accounts  
     (33,679 )       (28,665 )  

Total current  portion  5,877,282  2,269,904  

Long term  portion    
Loans to employees  (4)  149,051  137,629  
Credit portfolio  (5)  41,010   60,040  

Local clients   859   -  

Others  
        3,992          4,896  

Total Long term portion     194,912     202,565  
 
(1)  The classification of accounts and notes receivable between current and non -current is based upon 

Managementôs estimation of the recoverability of accounts receivable. When it is estimated that their 

realization will occur within twelve months following the balance sheet date, it is classified as current; 
otherwise, it will be classified as non -current. Also, cert ain accounts receivable have the nature of 

non -current, when there are contractual or legal provisions that require such presentation.  
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Determina tion and classification of the accounts receivable  at December  31, 2008, according to its 

maturity :  

 Maturity in Days  

 0 -  180  181 -  360  More than 361 *  

Current accounts receivable  1,03 6,244  2,131  -  
Past due accounts receivable   47,525   -   1,507  
Long term accounts receivable                 -          -      859  

 1,083, 769   2,131  2,366  

Local customers  55 5,405    -   -  
Foreign customers      530,495          -          -  

 1,085, 900           -          -  

 
* Customers receivables  included in doubtful accounts . 

 

(2)  Correspond s to the accounts receivable of the Ministry of Mines and Energy regarding the recognition 
of the regular motor gasoline and diesel differential price and the opportunity cost corresponding to the 
first eleven months of the year . The  balance is as follows :  Price differential for 2008 $3,070,479, 
opportunity cost $93,218 (4.48% annual yield ), exchange difference $706,651 and $99,767 receivable 

corresponding to the differential price balance of 2007.  
 

(3)  Made up of: $1,988 dividends receivable from Interconexió n Eléctrica S.A., $107,796 investment 

reimbursement and profit from investment and $2,193 surcharge for tariff adjustments for the first 
semester of 2008 from Ecogas.  

  

(4)  By means of Leg contracts 058 -80 of 1980 and 4008928 of 2006, the administration, management and 
control of loans granted to employees by the Company were given to Cavipetrol. In its capacity as 

administrator, Cavipetrol acts as custodian in its database and financial system of the detail by 

employee of said loans and their respective c onditions.  
 

 

The future collections of the Cavipetrol accounts receivable to December 31, is as follows :  
 

Year  Mount  

2009  25,488  
2010  27,782  
2011  30,282  

2012  33,008  
2013 and following     31,573  

 148,133  
 

Additionally , there are accounts receivables for $918 from employees of the subsidiaries  Propilco S.A. 

and Comai Ltda.  

 
There are no other important restrictions to accounts and notes receivables ô recovery. 

 

(5)  A summary of the long term recovery portfolio for each of the following five years is included 
hereinafter :  

 

  Long term  

 Applicable interest 
rate  

Year 1  Year  2  Year  3  Year  4  Year  5  More 
than 5 
years  
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Dec-09 
to Nov -

10  

Dec-10 
to Nov -

11  

Dec-11 
to Nov -

12  

Dec-12 
to Nov -

13  

Dec-13 
to Nov -

14  

 DTF previous month  81  45  12  -  -              -   
 CPI + 6  16  19  19  16  -              -   
 CPI + 6  51  61  61  61  44              -   

 CPI 37  19  19  19  19  79  

 
 
ECP opportunity rate  -
Bank Average  303  -  -  -  -  -  

 DTF + 6 points  9           -             -             -             -                -   

 

Greater between 6% 
EA and CPI for the 
semester  starting July 
2009  

 
 
 

6,500  

 

 

13,000  

 

 

13,000  

 

 

6,500  

 

 

          -   

 

 

           -   

Total annual recovery  6,997  13,144  13,111  6,596         63          79  

Total            39,990  

 

 

Additionally it includes $1,020 corresponding to the benefits granted through housing loans to the 
employees of the Asociación Guajira and Asociación Las  Monas.  

 

 
6.  Invent ories  

 

 2008  2007  

   
Finished Products :    
  Fuels  465,388  313,798  

  Petrochemicals  108,352   70,217  
  Crude oil  602,210  516,670  

  Natural  gas   41   5,487  
Purchased  Products :    
  Crude oil  35,568   14,780  
  Fuel  132,295  152,898  
  Petrochemicals  31,934   2,543  
  Natural g as   -    110  
Raw Materia l s:    
  Crude oil  96,970  127,262  
  Petrochemicals  29,596  -  
  Natural gas   -   2,244  

In - process Products :    
  Fuel  203,328  146,870  

Petrochemicals  3,826   15,507  

In transit inventories  11,279  -  
Materials for the production of assets  9,907   10,483  
Packing material  2,144  -  
In transit materials          5,922             894  

Total   1,738,760   1,379,763  

Less: Allowance for  inventories     (127,464 )       (80,971 )  

Total  1,611,296  1,298,792  
 
The allowance for  inventories movement is :  
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      2008  2007  

      
Initial  balance  80,971  752  
Adjustment to existing allowance   46,493  80,219  

Ending balance  127,464  80,971  

 
For the years 2008 and 2007, the increase in the allowance is the result of the difference between the 

market price and the import cost for diesel and biodiesel.  

 
 

7. Advance s and Dep osits  

 

 2008  2007  

   
Official Entities (1)   1,465,401  1,184,023  
Partners in Joint operations (2)  578,368   577,792  
Advances to contractors  19,805   23,274  
Agreements (3)  16,880   17,163  

Customs agents  14,484   15,049  
Advances to suppliers  82,623  664  
Related parties (see Note 15)  2,528   161,422  
Advances for asset acquisition  67,308  -  
Advances to workers             725             227  

Total  2,248,122  1,979,614  
 

(1)  Includes transactions with the National Tax and Customs  Administration -  DIAN for advance income tax 
for 2008 for the amount of $966,730 mill ions, self withholdings, and others for the amount of $498,671 

mill ions . 

 
(2)  Joint operations :  

 

       2008      2007  

Contracts in which Ecopetrol is not the operat or :    
    BP Exploration Company Colombia  112,230  278,827  
    Meta Petroleum Ltd.  80,092  31,051  

    Other operations  64,961  9,203  
    Mansarovar Energy Colombia Ltd.  48,579  54,370  
    Occidental Andina LLC 36,996  4,209  
    Petrobras Colombia Limited  31,438  31,267  
    Anadarko Petroleum Corporation  25,410  -  
    Occidental de Colombia Inc.  16,997  21,301  
    BHP Billiton Petroleum Colombia  9,129  10,330  

    Hocol S.A.                          7,370  9,430  
    Petrobras Internacional Braspetro B.V.  3,716  5,420  
    CEPSA Colombia S.A. ( before Nexem Petroleum Ltd.)  2,228  8,781  
    Perenco Colombia Limited  1,770  7,320  
    Kappa Resources Colombia Ltd.  1,199  5,788  
    Chevron Texaco Petroleum Company  -  486  

Contracts in which Ecopetrol is the Opera tor :    
    Oleoducto Caño Limón  120,797  95,799  
    La Cira  8,303  -  
    Other Operations  3,094  1,508  
    Tibu  3,087  -  
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    CRC 2004 ï 01  730                    -  

    JOA Caño Sur  200  -  
    JOA Platanillo  22  2,614  
Shared risk Catleya  20  88  

Total  5 78 ,36 8  577,792  
 

(3)   Represents the amounts delivered to personnel as advance fo r educational plan .   

 

 8. Prepaid  expenses  
 

   2008      2007  

   

Insurance (1)  14,247  10,396  

Others     9,968     2,202  

Total 24,215  12,598  

 

(1)  The contracted insurance is effective until April 2009 and is made up of : i) operating for the amount of 

$28,956 and an amortization to December 31, 2008 of $21,411, and ii) administrative for the amount of 
$4,334 and an amortization to the same date of $2,625.  

 

 
9.  Prop erty, Plant and Equipment , net  

  

 2008  2007  

   
Plant and equipment   11,291,735   10,116,645  

Pipelines , networks and lines   4,081,579   3,700,446  

Construction in progress   3,435,379   1,526,127  
Buildings   1,194,298   1,007,769  
Equipment on deposit and in transit  949,724  638,784  
Computer equipment  281,037  268,598  
Transportation equipment and o ther fixed assets  286,864  298,359  
Land          76,660          64,789  

Total   21,597,276  17,621,517  

Accumulated depreciation   (12,426,330)  (11,364,448)  
Allowance for property , plant and equipment (1)    (1,093,458 )       (105,118)  

Total    8,077,488    6,151,951  
 

(1)  Pursuant with the RCP, the increase of 2008 in relation to the previous year responds to the 
devaluations that were registered for 2007 as lesser valorization amounts . Starting 2009, the provision 

for devaluation wi ll  be charged to results . 

 

Constructions in progress include developing projects and are transferred to the corresponding items, once 

the productive stage has begun and are regarded in using conditions. The most representative amounts 

correspond to infrastructure projects as the Barrancabermeja fuel hydrotreatment plant, Campo Castilla 
dev elopment project in Meta, heavy crude oil transportation pipeline Apiay -  Porvenir and construction of the 

nafta pipeline between Tocancipá and Castilla and well drilling for the development of reserves in La Cira . 

 
The residual value is only considered in  the valuation process for property, plant and equipment and  only in 

the eventuality in which the assets are totally depreciated or are no longer in operating conditions . A5% 

general average of the cost is applied , according to the crude oil  industry . This criter ion is not applicable to 
assets classified as pipelines and buildings, since it is considered that the recoverable costs are equivalent to 

the costs of removal and transportation of their retirement . The assets are depreciated at 100% of their 
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historical cost adjusted by inflation . 

 

Summary of property, plant and equipment on  December 31, 2008 :  
 

Type of asset  
Adjusted 

cost  
Accumulated 
depreciation  Valorizations  Allowances  

Realization 
Value  

Plants and equipment  11,291,735   8,795,252   3,613,491  (636,241)  10,978,466  
Pipelines, networks and lines  4,081,579   2,644,522  308,518  (158,006)   714,405  
Constructions in progress  3,435,379  -  -   -   12,224  
Buildings  1,194,298  532,271  529,766  (270,227)  1,008,253  
Equip ment on deposit and in 
transit  

 949,724  -  -   -   -  

Computer equipment   281,037  229,026  25,617  (20,789)   25,581  
Transportation equipment and 
other assets  

  
286,864  

 
225,259  

 
73,950  

 
(8,195)  

 
 74,915  

Land          76,660                   -        11,668                 -          26,635  

Total  21,597,276  12,426,330  4,563,010  ( 1,093,458 )  12,840,479  

 

Summary of property, plant and equipment on December 31, 2007 :  
 

Type of asset  Adjusted cost  
Accumulated 
depreciation  

Valorizations, 
net  

Realization 
Value  

Plants and equipment  10,116,645  7,903,317  3,027,351  10,324,281  
Pipelines, networks and lines  3,700,446  2,511,837  192,738  242,013  
Constructions in progress  1,526,127  -  -  -  
Buildings  1,007,769  480,961  263,157  736,633  
Equipment on deposit and in transit  638,784  -  -  -  
Computer equipment  268,598  220,256  4,360  14,660  
Transportation equipment and other 

assets  298,359  248,077  67,592  97,848  
Land          64,789                   -        11,668          11,668  

Total  17,621,517  11,364,448  3,566,866  11,427,103  

 

In accordance with the Companyôs policy, assets not required for operation are removed from the books and 

recorded in accordance with the means of disposition defined, i.e., sale, assignment without cost, payment in 
kind  or scrapping.  

 

 
10.  Natural and Environmental Resources , net  

 

 2008  2007  

   
Amortizable crude oil  investments   13,727,384   10,289,578  

Less:  Accumulated amortization (1)    (7,007,255 )  (6,082,884 )  

  6,720,129  4,206,694  

Plugging and abandonment, dismantling of facilities and 
environmental recovery costs  

 
1,965,902  

 
1,528,132  

Less:  Accumulated amortization   (1,091,504 )     (951,690 )  

     874,398     576,442  

Reservoirs and appraisals  (2)  701,590  701,590  
Less:  Accumulated depletion      (580,132 )     (556,014 )  

 121,458  145,576  

Explora tion in progress       338,064      200,205  
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Total   8,054,049  5,128,917  
 
(1)  During 2008 the SEC barrel  cost (US$44 per barrel )  was adopted for the calculation of this 

amortization rather than  the portfolio price (US$49 per barrel ). The change  effect  of this was  a net 

expense decrease of $69,000 , net of the corresponding income tax . Until 2007 the portfolio price was 
applied (US$96 per barrel)  

  

(2)  These reserves were received from the reversions of concession  contracts  for $520,218 currently 
administered by Gerencias Sur and $181,372 by Magdalena Medio, respectiv ely . 

 

 
11. Pension Plan Assets  

 

Pension plan assets comprise  the funds assigned by the Company to cover up to 70% of pension liabilities on 

December 31, 1998 pursuant with Decree 2153 of 1999 . Therefore , the Company created the Guarantee 
Trust Funds with the entibies herein described.  
 
As a result  of the approval by the Ministry of Finance of the actuarial calculation in October 2008 and once 
the mechanism for partial commutation of liabilities due to allowances was approved by the Ministry of Social 

Protection in December 2008, the Company moved to Pension Trust Funds an amount equal to the actuarial 
calculation for pension allowances estimated on December 31, 2008, with a remaining balance of $80,263.  
 
During 2008, the trust funds  earned 12.59% annual yield compared to the minimum  profitability required 
from similar nature funds of 12.05%. In 2008 guarantee trust funds generated net earnings for $1,171,960 
mill ions (2007 -  $432,745).  
 

 

 2008  2007  

   

Consorcio Fidubogotá ï Fiducolpatria  17,399  2,077,168  
Consorcio Fidupopular ï Fiduoccidente  14,980  1,767,901  
Consorcio Fiduagraria -  Fiducoldex -  Helm Trust  9,610  1,135,703  

Consorcio BBVA -  Corficolombiana ï Fidubogotá  9,677  1,140,656  
Consorcio Fiducafé -  Fiduprevisora -  Fidupetrol  16,805  1,982,653  
Consorcio Fiducolombia -  Santander Investment   11,792   1,391,593  

Total  80,263  9,495,674  

Less: short term redeemable por tion   80,263      508,813  

            -  8,986,861  
 

Trend of the coverage of trust funds with reference  to the pension liability is as follows :  

 

 2008   December of  

 Commutation  

Non 
commuted  

amount   2004  2005  2006  2007  
        
Pension Liability (1)  10,092,528  2,157,286   9,080,156  9,583,281  10,121,809  10,819,077  
Trust funds  10,172,791  80,263   6,322,115  8,618,698  8,960,897  9,495,674  
Coverage  100.8%  4%   70%  90%  89%  88%  

 

(1)  The pension liability includes health care and education reserve and actuarial calculation of the joint 

operations personnel, in the participation percentage agreed to initially in the contracts, amounts that 
were not part of the pension commutation.  

 

12. Deferred Charges  
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 2008  2007  

   

Deferred income tax   1,285,648  1,779,874  
Other deferred  charges (net)  235,720  111,556  
Charges of deferred monetary correction, net  66,279  79,242  
Deferred reinsurance          8,036          5,390  

 1,595,683  1,976,062  
 
 

13.  Other Assets  

 

 2008  2007  

   
Goodwill  (1)  668,614  -         

Retirement pension fund of personnel related with joint 
operations (2)  271,121  211,238  

National Royalties Fund  (3)  82,147   6,206  
Trust Fund (4)  77,255   72,845  
Intangibles: Trademarks , licen ses, patents, software  45,968   53,775  
Fund for the abandonment of facilities (5)  31,283   21,651  
Dep osits in administration  20,879   29,092  

Other assets          9,832        4,594  

 1,207,099  399,401  
 

(1)  Goodwill  generated from the acquisition of the companies Andean Chemicals Limited and Polipropileno 
del Caribe S. A.  ( See Note 4). The estimated amortization term is 17 years and 8 months, determined 

based on the net present value of the investment, minus the fut ure estimated clash flows . The 

amortization methodology  of straight  line was applied to the goodwill , which will be reviewed and 
updated annually  based on the actual results and future projections applied to the investments . In 

August 2008, an adjustment was recognized as a result of  the review agreed in the initial contract of 

the changes in working capital initial contract and the net debt of the Company between contract 
signing and operation closure.  

 

(2)  Made up of the pension funds in which Ecopetrol part icipated according to its percentage  in the 
association  contract and that has been constituted to protect the pension liabilities of the contracts 

Casanare, Cravo Norte, Guajira and Las Monas; for the Caño Limón Coveñas crude oil  pipeline it is 

100%  funded . 
 

(3)  Corresponds to the FAEP deposits in favor of Ecopetrol to attend the remaining of the National 

Royalties Fund. Its sole purpose is the payment of debts and financing for the development projects 
and programs in hydrocarbon producing and non producing municipalities and departments. Ecopetrol 

disburses when the Ministry of Finance  issues the corresponding approvals . 

 

(4)  Includes i) Contributions and participation in the Hydrocarbons National Fund for $61,911 created to 
support future hydrocarbon investment, exploration and production contracts in minor fields, projects 

managed by the Hydrocarbons Private Equity Fund of Co lombia , ii) Procuraduria Fund created for 

general benefit projects for municipalities near the Cicuco field under direct operation: Cicuco, Mompox 

and Talaigua Nueva for $5,905 (the objective of the fund is to disburse the amounts according to the 
project development, which will be carried out by the municipalities through agreements with Incoder 
and the Ministry of Environment) and iii) Colpet, Condor and Sagoc Fund for $9,439 for the liquidation 
of eventual contingencies of previous subsidiaries.  

 
(5)  The mo vement of funds administered by fiduciary enti t ies and financial enti t ies for activities related 
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with the abandonment of wells in Joint operations of Casanare, Cravo Norte, Guajira and Cravo Norte 

Pipeline are shown below :  

 
 
 

Fund  

 
Balance 

2007  

 
Contributions 

2008  

 
Interes t s 

2008  

 
Balance 

2008  

Financial Entity / 

Fiduciary entity  

      
Casanare  4,412  -  482  4,894  Skandia  
Cravo Norte  9,407  1,824  1,260  12,491  Fiducolombia  
Guajira  -  3,285  1,698  4,983  JP Morgan Chase  
Cravo Norte -  Oleoducto     7,832          -  1,083     8,915  Fiducolombia  

Total  21,651  5,109  4,523  31,283    
 

 

14.  Financial Obligations  

 

 2008  2007  

Short term    
Foreign currency debt  231,015  -  

Local currency debt   11  3,569  
Issued Bonds  (1)     50,000          -  

Total short term  281,026  3,569  

Long term    
Foreign currency debt   561  -  
Local currency debt       4,912          -  

Total long term      5,473          -  

Total  286,499  3,569  

 
The details of financial obligations are as follows :  
 

Enti ty   Currency  Interest Rate  

Thousands 
of US$ 
Dollars  

Equivalent 
Million s of  
Col pesos  

Short term      
Bancolombia  Dollars  Libor + 0.5 or  + 0.6 m.v.   14,852  33,322  
Banco Davivienda  Dollars  Libor + 0.5 or  + 0.6 m.v.  9,385   21,057  
Banco de Bogotá  Dollars  Libor + 0.5 or  + 0.6 m.v.   24,751  55,532  

Banco de Crédito Helm Financial Services  Dollars  Libor + 0.5 or  + 0.6 m.v.   8,728  19,581  
Banco de Occidente  Dollars  Libor + 0.5 or  + 0.6 m.v.  12,863  28,858  
BBVA-  Banco Bilbao Vizcaya Argenta  Dollars  Libor + 0.5 or  + 0.6 m.v.   24,051  53,959  
Santander Overseas Bank Inc.  Dollars  Libor + 0.5 or  + 0.6 m.v.  7,291   16,359  
Issued Bonds  (1)  Pesos Return  CPI + 8.10%  -  50,000  

Other lesser in foreign currency  Dollars    1,000   2,244  
Other lesser in local currency  Pesos              -          114  

Total short term    102,921  281,026  

Long term      
Bancolombia  Pesos DTF +8.3 E.A.  -  4,800  
Banco de Bogotá  Dollars  Libor + 0.5 or  + 0.6 m.v.  250  561  
Other lesser in local currency  Pesos              -          112  

Total long term           250      5,473  

   103,171  286,499  
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(1)  Corresponds to bonds issued by Polipropileno del Caribe S.A. in 2002 through public offer , duly 

registered with the Colombian Stock Exchange . The issuance included 5,000 ordinary bonds with par 

value of $10,000,000 each , a yield of Consumer Price Index  (CPI)  + 8.10%, and have received a AAA 

grade by BRC Investor Services S.A. The bonds will be redeemed in  December 2009.  
 

  

15.  Accounts payable and transactions with related parties  
 

 2008  2007  

   
Advances from Partners  532,833  660,538  
Deposits  received from third  parties  397, 731  249, 665   

Suppliers  386,237   66,135  
Related parties  19, 002    14,591   
Purchase of h ydrocarbons from the Agencia Nacional de 

Hidrocarburos -  ANH (1)  
 

210,056  
 

-  

Reimbursement  of exploratory  costs  120,627  128,998  
Other payables  38,996   26,170  
Payable dividends (2)  2,158  -  
Insurance and reinsurance payable          1,007             199  

Total  1,708,647  1,146,296  
 

(1)  The accounts payable to the Agencia Nacional de Hidrocarburos -  ANH, was reclassified for 2008 . The 
previous year it had been included as taxes, contributions and rates. (See Note 16)  

 
(2)  Corresponds to the dividends payable to shareholders with past due payments on installments generated 

though the share purchase, whose economic and political rights have been suspended pursuant with 

article 397 of the Commerce Code and will be restored once payments are upda ted.   
 

Balances and Transactions with related parties  

 
Summary of  the most representative balances with related parties where Ecopetrol holds direct investment 

or interests, and are included in debtors, suppliers and accounts payable :  

 

  

Accounts 

receivable  

Advances 

receivable  

Accounts 

payable  

Ocensa S.A.   10,592  1,582  -   

Oleoducto de Colombia S.A.  280   946   4,904  

Refinería de Cartagena S.A.   212,759  -   13,774  

Ecodiesel Colombia S.A.  31   -  -   

Serviport  -    -  89  

Cavipetrol     13,574              -        235  

Balance at December 31 , 2008  237, 2 36      2,528  19, 002   

Balance at December 31, 2007  34 0 ,485   161,422  1 4,591  
 

Main transactions with related parties at December 31, 2008 :  

 

  Sales and 
services  Leases  Other  

Revenue :        
   Refinería de Cartagena S.A.   4,766,381   -   53,756  
   Ocensa S.A.   9,400  13,849  198  



   
                  ñFree translation from the original in Spanishò  
  

 33 

   Ecodiesel Colombia S.A.  -  221  -   

   Oleoducto de Colombia S.A.  2,548   -   -   
   Cavipetrol                 -            2     9,517  

Total a t December 2008  4,7 78,329  14,072  63,471  

Total at December 2007  3,01 1,958   13,209  12,978   
 

 

  Transportation 
cost  

Purchase of raw 
materials  

Assignment 
of accounts 
receivable  

 
Ot her s 

Expense :          
Ocensa S.A.  539,699  -   -  27,376  
Oleoducto de Colombia S.A.  17,421  -   -  312  

Cavipetrol  -  -   -  7,184  
Serviport  -  -   -  30  
Refinería de Cartagena S.A.              -   121,079            -     1,535  

Total at December 2008  557,120  121,079            -  36,4 37   

Total at December 2007  534,949              -  -  31, 093   
 
There are no special price conditions or non -armsô length transactions with related companies. However, for 

Ocensa S.A. and Oleoducto de Colombia S.A. there is a maximum tariff determined by the Ministry of Mines 

and Energy that can be collected by both companies for the use of its system. Its operation is based on the 
collection of total operating and administrative expenses and in the determination of the transportation unit 

cost. The cost per barrel is transferred to each shareholder that uses the  system based on the barrels 

transported.  
 

During 2008 no shareholder , director , legal representative, officer or company carried out any material 

operation with Ecopetrol. As well none of the aforementioned is a real beneficiary of 10% or more of the 
circ ulating shares of the Company.  

 

16. Taxes Payable  
 

 
 2008  2007  

   

Income tax and other taxes   3,618,553   2,006,484  
Income and VAT with  holdings  (2)  129,737  127,121  
Special tax and sur charge  on gasoline (1)  92,935  100,866  
Industry and commerce  and other minor taxes  (2)  20,917   16,048  
Sales tax payable  44,326  120,664  
Purchase of h ydrocarbons from the Agencia  

Nacional de Hidrocarburos ï ANH -  418,273  
Equity Tax                 -      103,556  

Total 3,906,468  2,893,012  
 

(1)  This tax is levied on sales and/or retirement of current, extra gasoline and Diesel. The funds  collected 

for this tax are paid to the National Treasury Office of the Ministry of Finance. The  global tax is paid on 
the basis of the percentage participation of each beneficiary in the  national monthly consumption of 

regular and premium gasoline.  
 

(2)  In 2008 balance reclassification where made without changing the total amount of the note.  

 
Income tax returns may be reviewed by the tax authorities within two years of their filing date. To this date, 

the terms of filings for the years 2006 and 2007 are open for review . 
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Currently, differences exist with the National Tax and Customs Administration -DIAN regarding the 
calculation and payment method of the first installment of the 2003 and 2004 income tax returns because in 
the opinion of the DIAN the surtax of such years should have been included in the base. The result of this 
process will not affect  the Companyôs cash flow since the amounts under discussion have been directly 
compensated by the DIAN in balances in the companyôs favor previously requested under different cases.  
 

Additionally, for the 1996 income tax return, the Council of State is evaluating the applicability of exempt 
income of asphalts and the disallowance by the DIAN of losses on the sales of accounts receivable. The 
Companyôs claims were recognized in the first court decision as far as exempt income from asphalts, and the 
interp retation of the DIAN was backed in connection with losses on sales of accounts receivable, a decision 
that was appealed by Ecopetrol. However, Management does not expect significant differences in the 
resolution of these actions.  
 

The provision for income tax was determined on net taxable income, as follows :  
 
 2008  2007  

   

Current income tax  3,611,020  2,006,484  

Deferred tax :    
     Debit  494,757  (155,118)  
     Credit      276,205        34,146  

    770,962     (120,972 )  

 4,381,982  1,885,512  
 
The deferred income tax liability arises mainly from timely differences between the accounting records and 

the amounts accepted for tax purposes. The deferred tax liability results from the differences in the policy for 

the valuation of crude oil  related i nvestment and investment in fixed yield, whereas the active deferred tax, 

is calculated based on accounting provision s and assets inflation adjustment . The balance of deferred income 

tax is as follows:  

 
 2008  2007  

Deferred tax asset :      

Initial balance   1,779,874   1,624,756  

Movements of the year  (494,707)  155,118  

Ending balance subsidiaries  incorporated in 2008             481                 -  

Ending balance  1,285,648  1,779,874  

Deferred tax liability :    
Initial balance  644,857  610,711  

Movements of the year  273,731  41,239  

Ending balance subsidiaries  incorporated in 2008  26,228  -  

Previous periods movements                 -         (7,093 )  

Ending balance     944,816     644,857  

 
Reconciliation of net taxable income :  
 

 2008  2007  

   
Book income before  income  taxes   16,011,204    7,065,304  

Monetary correction  gain  25,300  23,711  

Effect of tax inflation adjustment   (87,788)  (391,391)  

Non deductible costs and expenses  813,248  432,278  
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Special deductions and deductible tax expenses   (2,837,230)   (1,176,608)  

Other taxable income   1,085,307   55,972  

Income not constituting income or capital gains  (907,847)   (22,772)  

Non taxable income   (1,110,588)  (594,954)  

Non deductible provisions  243,623   1,184,895  

Non taxable t rust funds  yields       (890,538 )      238,327  

Net taxable income  12,344,691  6,814,762  

Net exempt income    (1,372,083 )     (863,946 )  

Net tax able  income  10,972,608  5,950,816  

Tax on taxable income     3,618,553  2,023,277  

Elimination of Propilcoôs income tax January ï April 2008   (7,533)   -  

Tax discounts                   -       (16,793 )  

Net income tax    3,611,020  2,006,484  

 
The income tax provision was calculated by applying to income before income taxes , the tax rate  estimade in  

December 2008, which generated an effective tax rate for the twelve -month (12) period ending December 

2008 of 27.37% (2007 -  26.69%) . 
  

 

17.  Labor Obligations  
 

As a result of a process that began in 2006, on October 28, 2008 the Ministry of Finance and Public Credit 
approved the partial  commutation of the pension obligation of the Company , which was then approved by the 
Ministry of Social Protection , according to  the actuarial calculation at December  31, 2008 in the amount of 
$10,092,528.  

 

Therefore, the Company removed from the balance sheet both the pension liability and the assets backing it . 
Pursuant with current regulations, the commuted funds , as well as the ir  earnings, cannot change their 
destination nor be reimbursed to the Company as long as all pension obligations have not been satisfied . 
Ecopetrol continues to be financially responsible  for the commuted pension liability . 
 

 

 2008  2007  

Current     
Retirement pensions and other benefits ECP (1)   -   508,813  
Vacations (2)  37,593  24,712  

Severance  obligations  (3)  32,391  17,620  
Premiums , bonuses and aids  40,773  30,120  
Pension bonds issued and interest   848  376  
Salaries and pensions payable  (4)  12,491  3,582  
Interest on severance  obligations  2,996  1,008  
Others          2,566               733  

Total current     129,658       586,964  
Long - term    

Retirement pensions and other benefits ECP (1)   2,082,072  10,234,345  

Retirement pensions Joint operations  75,215  75,919  
Pension bonds issued and interest          7,500            5,777  

Total long - term  2,164,787  10,316,041  

Total  2,294,445  10,903,005  
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(1)  The decreas e, with respect to 2007 , of retirement pensions is originated in the partial commutation of 

the pension obligation as of Dec ember 31, 2008 . The long term portion of $2,082,072 comprises the 
actuarial health  care and education reserve , amount that was not commuted . 

 

To calculate the pension quota and bonds  reserve  for December 31, 2008 projections were carried out 
according with the Ministry of Finance and Public Credit . Given that it is an actuarial calculation, for the 

pension commutation, the technical rate of 4% was used and for the health and education  reserve, the 

technical rate of 4.8% was used, based on personnel information as of December 31, 2008 . 
 

(2)  The increase in the vacations items  responds to adjustments in the pending periods to be enjoyed with 

the current salary of each employee . 
 

(3)  The severance payable increased because during 2008 there were no monthly contributions to the 

National Savings l Fund , as carried out in 2007, due to the change in legal nature of Ecopetrol.  

 
(4)  Salaries and pensions payable, include 2008  tempora ry  labor at  refineries and liquidations of fixed 

term contracts  pending payment . 

 
Detail of personnel covered by the actuarial calculation of 2008 :  

 

  Number of people  

  
Bonds reserve  ï retired perso nnel  10,391  
Bonds reserve  ï persons retiring a ft er 2010  3,410  
Health care and education reserve (active and pensioners )  17,375  
Pension reserve (active and pensioners )  16,149  
 

18.  Estimated Liabilities and Provisions  

 

 2008  2007  

Current    
Provision for pension funds (1)  4,000  1,219  
Provisi on for legal processes (2) ( see Note 30)  551,224  1,329,118  
Provisions for contingencies  87,255  80,679  

Other provisions        31,494        24,927  

Total current  673,973  1,435,943  
Long -  term    

Provision for abandonment, dismantling of facilities and 
environmental  recovery cost (3)  

 1,964,756  1,528,374  

Provision for pension obligations  (4)  178,594  869,927  
Provisi on comuneros (5)  388,674  334,253  
Technical reserve        10,767          9,498  

Total long - term  2,542,791  2,742,052  

Total  3,216,764  4,177,995  
 
(1)  Corresponds to the estimated pension contributions, pending payment , of the people who joined 

Ecopetrol aft er January 29, 2003 ( Law 797 of 2003) and until the first quarter of 2004, who were 

covered by the General Pension Regulations . For 2008 there is an increase with regards to the previous 
year due to the increase  in principal  and the past due interests from payment to these employees . 

 

(2)  As mentioned in Note 1 to the financial statements, the Company adopted a new methodology for the 
evaluation of the legal proceedings for legal contingencies. The application of said methodology 

generated an income of $425,376, net of the corresponding income tax.  
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Number of 
processes  Provision amount  

Final Balance December 2007  827  1,329,118  
Change of methodology effect ( recovery )  (186)  (463,769)  
Change of methodology effect (provision )  114  38,393  
Change in legal proceedings status effect  (129)  (403,400)  
Additions  203  120,836  
Retirements and uses  (228 )       (74,177 )  

Final balance December  2008  601     547,001  
 

Additionally , includes the provision of $4,223 to cover the ruling of Arbitration with regards to the 

disagreement on the date of termination of the association contract Cocorná presented by 

Mansarovar Energy Colombia Ltda.  

 

(3)  During the month of December 2008 the Production Vice Presidency carried out the bi -annual 
calculation update of the abandonment, facility dismantling and environmental recovery costs of its 

infrastructure ; this balance reflects the effects of the exchange rate and the use of the liabilities 

related to the abandonment of Pozo Gavil án 1W and wells in the fields Casabe, La Cira, Infantas, 
Matanegra and La Yuca.  

 

The following are the provision movements for the abandonment, facility dismantling and environmental 
recovery costs for 2008 and 2007:  

 

  2008  2007  

      
Initial Balance  1,528,374  1,355,989  
   Retirements and uses  (2,853)  (1,296)  

   Additions  262,549  94,887  

   Changes in estimation  -  78,794  
   Exchange rate effect      176,686                 -  

Final Balance  1,964,756  1,528,374  
 
(4)  The decrease in the balance of the long term pension obligations provision responds to the use of 

$640,733 as a result of the commuted value of the pension quotas and bonds calculated at a technical 

rate o f 4% . The 2008 balance for $178,594 corresponds to the amount resul ting from the difference of 
the calculated reserve between commutation and pension bond.  

 

(5)  Includes the provision to cover the claim  from the Comuneros of Santiago de las Atalayas and Pueblo 
Viejo of Cusiana, originated in Royalties Contracts Nos. 15, 15ª  and 16 and 16ª executed with 

Ecopetrol, but declared null and void by the Council  of State . From said amount , $90,752 correspond s 

to the amount initially recognized by Ecopetrol, together with the valuation of the fund where the 
amounts are , and $297,922 of yield s. The ruling on the extraordinary appeal presented by the 

Comuneros is pending .  

 
 

19.  Ot her long term liabilities  

 
The other long term liabilities at December 31, 2007 and December 31, 2008, correcpond to :  

 

 2008  2007  

   
Advances received from Ecogas for BOMT´s  obligations   1,250,281  1,263,108  

Deferred income tax liability  944,816  644,857  
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Credit for deferred monetary correction  227,605  271,355  

Other liabilities  2,789  -   
Deferred commisions          1,430             415  

Total  2,426,921  2,179,735  
 
 

20. Minority Interest  

 

Subsidiary  2008  2007  % of other shareholders  

ODL Finance S.A.  234,269  -  35%  

Bioenergy S.A.  8,682  -  20.86%  
Ecopetrol Oleo é Gas do Brasil (1)  -  1 0.01%  

 242,951  1   
 
(1)  For 2008  Ecopetrol acquired the other shareholders ô participation. 

 

 
21.  Equity  

 

 2008  2007  

   
Authorized  capital  15,000,000  15,000,000  

Capital to be subscribed    (4,881,872 )    (4,881,872 )  

Subscribed Capital  10,118,128  10,118,128  

Subscribed capital pending payment              (337 )           (4,794 )  

Subscribed and paid - in  capital  10,117,791  10,113,334  

Additional paid - in capital   4,704,737  4,700,882  
Additional paid - in capital  receivable         (25,461 )       (850,068 )  

Additional paid - in capital    4,679,276      3,850,814  

Surplus on valorizations     5,179,961      5,647,382  

Devaluation of assets  (1,012,229)  -  
Responsibilities              (781 )              (814 )  

RCP application effects   (1,013,010 )             (814 )  

Net income   11,629,677   5,179,792  

Legal reserve   2,428,325   1,910,686  
Appropiation for investment  programs  4,415  -  
Prior year s adjustment  17,804   17,804  
Surplus  on equity method   1,481,103  (2,271)  

Incorporated institutional  equity           94,375           91,740  

Total equity  34,619,717  26,808,467  

   
 
Subscribed and Paid - in - Capital  

 

The authorized capital of Ecopetrol is  $15,000,000 divided into 60,000,000,000 common shares , with $250 
par value  each , of which 40,472,512,588 shares have been subscribed , represented  by 10.1% held by in 

private shareholders ô and 89.9% held by the Nation . 
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Regulatory Decree 727 of March 7, 2007 superseded  Decree 2625 of 2000 and authorized the transfer to 

subscribed and paid - in capital of contributions in kind (hydrocarbons) of the Colombian Nation that we re 

recognized until March 9, 2007. By means of Minute s No. 012 of March 26, 2007 of the General Shareholders 
Meeting, formalized on April 27, 2007, the balance of $4,851,215 was reclassified to subscribed and paid - in 

capital in the name of the shareholder Ministry of Finance. As of that date, field production is an integral part 

of the Company ôs operational income. 
 

Additional paid - in capital  

 

Correspond to the excess value, with respects to the par value in the sale of shares at the 2007 capitalization 

for $4,700,882 and to the generated value within the issuance of shares process into the secondary market , 
for $3,855, originated from the execu tion of warranties from past due debtors , pursuant with article 397 of 
the Commerce Code . 

 
RCP application effects  

 
Corresponds to the transfer of negative balances originated from the devaluation of property, plant and 
equipment as ruled in RCP as of  2008. Until 2007 devaluations were recognized in  accordance with  the 
former General  Public Accounting Plan as less value in the surplus  on valorizations .  
 
This item also includes pending responsibilities decisions on processes for inventory losses, as ap plying the 
RCP. 

 
Legal Reserve  
 

Legal reserve is set up with 10% of net income and it may be used to absorb losses or distributed at the 

liquidation of the Company. At March 31, 2008, the result s of the 2007 period were available for the General 
Shareholders Meeting that took place on March 27 . The Meeting determined  to increase the legal reserve by 

$517,639 for a total of $ 2,428,325 in relation to the $1,910,686 a t  December 2007 . 

 
On the other h and, $4,415 were destined to occasional  reserves for new explorations .  

 

Incorporated Institutional Equity  
 

During the second quarter of 2008, the Company adjusted the incorporated  institutional  equity , base d on the 

commerciality of the Orocu é association contract , well Guarilaque 7 in the amount of $2,635 millions .  
 

Valorizations and surplus on valorizations summary  

 

 2008  2007  

   

Property, plant and equipment :    
Plant and equipment  3,613,491  3,027,351  
Buildings  529,766  263,157  

Pipelines and networks  308,518  192,738  
Lands  11,668  11,668  
Communication and computer equipment  25,616  4,360  
Other assets        73,951        67,592  

 4,563,010  3,566,866  
Variable yield investment :    

Refinería de Cartagena S.A.  -  1,135,766  
Interconexión Eléctrica S.A.  348,822  348,822  
Empresa de Energía de Bogotá S.A. ESP.  268,129  278,685  
Oleoducto Central -  Ocensa S.A.  -   247,828  
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Invercolsa S.A.  -   67,414  

Serviport  -   2,000  
Ecodiesel Colombia S.A.                -                  1  

    616,951  2,080,516  

Total  5,179,961   5,647,382  
 

 

22.  Memorandum Accounts  
 

 2008  2007  

Rights :    
Exploitation Rights -  Decr ee 727 of 2007 (1)  21,870,515  21,235,570  

Pension Trust funds (3)  10,092,528  -  
Costs and expenses (deductible and non deductible )  9,763,156  10,297,898  
Other contingent  r ights and debtor accounts  5,420,473  3,931,976  
Securities given in custody and guarantee  9,583,641   86,547  
Execution of investment projects   761,276   359,474  
Legal processes          602,436        481,726  

   58,094,025  36,393,191  

Obligations :    
Contractual guarantees (2)  26,187,641  6,452,576  
Pension trust funds (3)  10,092,528  -  
Non tax  liabilities  5,603,395  10,379,696  
Non taxable income  4,197,768  6,124,282  
Mandate contracts (4)  1,576,785  1,682,664  

Adm inistration Funds -  Dec 1939 of 2001 and 2652 of 
2002  972,390   971,728  

Legal process es  1,636,275   946,527  
Goods received in custody (5)  9,214,520   78,563  
Future BOMTôs payments  713,099   729,588  
Guarantees granted to Oleoducto Central S.A. (6)  404,569   343,075  

Securities received in guarantee and custody  -   70,663  
Other contingent  obligations          181,636            7,692  

   60,780,606  27,787,054  

 118,874,631  64,180,245  
 

(1)  During the first half of 2007  Ecopetrol performed a hydrocarbon reserves  audit , the results of which 

were updated on December 31, 2007, without generating significant differences. At December 31, 2008 
the Company carried out and update d them  using the international methodology for rese rves 

calculations.  

 
(2)  Made up of the contracts pending execution signed in pesos, dollars, and euros updated with the 

exchange rate of December 31, 2008 for $25,624,952, stand by letters of credit, which guarantee the 

contracts signed by Ecopetrol for $528,7 83 and documentary letter s for $33,906.  

 
(3)  Reflects the contingent  right (debtor account ) on the resources delivered to PAP, to pay the commuted 

pension liability , to control the existen ce of liquid resources in the trust fund . Therefore the contingent 

respo nsibility (creditor account), as responsible economically for the payment of the commuted pension 
liability. A detail of the funds is as follows :  

 

 2008  

  
Consorcio Fidubogotá ï Fiducolpatria  2,187,742  
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Consorcio Fidupopular ï Fiduoccidente  1,883,653  

Consorcio Fiduagraria -  Fiducoldex -  Helm Trust  1,208,338  
Consorcio BBVA -  Fidubogotá ï Corficolombiana  1,216,868  
Consorcio Fiducafé -  Fiduprevisora ï Fidupetrol  2,113,131  
Consorcio Fiducolombia -  Santander Investment     1,482,796  

Total  10,092,528  
 

(4)  Includes the amount of assets received in custody by Refinería de Cartagena S.A. to comply with the 

obligations entered into under the mandate contract between the Company and said entity for the 
operation of the refinery.  

 
(5)  The variation with regards to the previous year responds to the non renewable natural resources 

reserves received from the Nation for $9,134,957; this information was issued in August 2008 by the 

Ministry of Mines of Energy in compliance with Decree  727 of  2007. Additionally , the balance is 
represented by the inventories  of said  products pending delivery to clients , for $78,867, and 

inventories  in consignment for self consumption in the different plants , for $696.  

 
(6)  It includes capital reimbursement f ro m a Canadian company and the remuneration of said investment 

represented in preferential dividends in Ocensa. Said amounts currently are the contingent  liabilities 

that Ocensa represents for Ecopetrol.  

 
As of December 31, 2008 and 2007, the paid - in capital and preferential dividend paid is :  

 

  Balance  

  
Capital of Canadian shareholders  160,240  
Shareholders preferential dividend             20,082  

Total  US$180,322  
 
 

23. Revenue  

  2008  2007  

Local Sales      
Medium distillates  5,914,627  4,889,373  
Crud e oil  (1)  4,774,401  3,004,629  
Gasol ine  3,644,345  3,346,360  
Other products  985,247  641,288  
Servic es 921,652  821,197  
Natural g as  901,414  660,171  

L.P.G.  612,771  604,752  
Asphalt  390,544  257,177  

Plastic and rubber (3)  
      382,519                   -  

  
 18,527,520  14,224,947  

Price d ifferential recognition (2)  
    3,070,479     1,778,050  

  21,597,999  16,002,997  
Foreign sales      

Crude oil   8,696,282   4,476,137  

Petroleum savings  and stabilization Fund ï FAEP -  (316,497)  
Combustoleo    2,093,012   1,560,399  
Natural gas  313,348  37  
Diesel  246,158  -  
Gasolin es 186,197  269,248  
Other products  40,923   10,970  
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Napt ha  2,693  244,393  

Jet fuel  -    71,378  
Premium income , net  16,023   13,258  
Plastic and rubber  (3)        704,034                   -  

  12,298,670    6,329,323  

  33,896,669  22,332,320  

 
 
(1)  Effective April 2007, Ecopetrol is selling crude oil to Refinería de Cartagena S.A.  
 

(2)  Until 2006, price differential recognition generated by the difference between the regulated price and 

the price at international parity being assumed by refiners and importers were not an express part in 
the price determination resolutions and, accordingly, were not recognized for accounting or fo r tax 

purposes. Pursuant Law 1110 of 2006 (Budgets Laws), the Nation assumes the price differential on 

diesel and regular gasoline. In March 2007, the Ministry of Mines and Energy issued Resolution No. 
180414 whereby the procedure for the recognition of th e differential for refiners and importers of 

regular gasoline and diesel  is established.  Said resolution was replaced by the resolution No. 181496 

of September 2008 , which implements the recognition of the price differen tial  to Ecopetrol  for the 
period of January ï December 2008 , when complying with the requirements of said resolution . 

 
(3)  Correspond s to the sales of the subsidiaries  Polipropileno del Caribe S.A. (Propilco S.A.) and 

Compounding and Masterbatching Industry Limitada (Comai Ltda.).  

  
 

24.  Sales Cost  

 

  2008  2007  

Variable Cost      

Purchase of hydrocarbons  from the  ANH (1)   5,584,474   3,912,315  
Purchase c rude oil association and concession   3,193,690   1,425,945  
Amortiza tion and  depletion   1,088,306  665,459  
Capitaliza tion production of crude oil and natural gas   -   432,144  
Consum ption raw material Propilco S.A. -  Comai Ltda.  878,438  -   

Non processed production cost  35,985  -   
Imported products   2,552,231  681,485  
Process materials  113,427   93,017  
Electrical power  91,044   91,036  
Purchase of natural gas  and other products  257,691  203,697  
Change in i nitial  and final  inventor y balance s (238,438)   (390,416)  

Costs for premiums , net  
          1,898           6,237  

  13,558,746   7,120,919  
Fixed  Cost      

Deprecia tion  679,092  719,811  

Associations contracted services   1,202,435   1,019,043  

Labor costs  757,384  537,082  
Hydrocarbon transportation services  618,553  648,586  
Amortization  of pension actuarial liability  207,363  161,825  
Maintenance  579,230  474,234  
Amortiza tion of deferred charges, intangibles and 
insurance  70,832  173,883  

Ecopetrol contracted services  537,113  466,433  
Materials and operations supplies  255,090  212,322  
Taxes  101,438   64,228  
General costs  55,264   18,880  
Non capitalized project costs  459,468  696,089  
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Reclassification to selling and non operating expenses   
       (58,359 )       (254,808 )  

  
  5,464,903    4,937,608  

   19,023,649  12,058,527  
 

(1)  Corresponds to the crude oil and natural gas purchases of Ecopetrol from the Agencia Nacional de 
Hidrocarburos derived from national production, both of the Company under direct operation as under  

the operation of third parties . 

 
 

25.  Operating, Administrative and Selling Expenses  

 

  2008  2007  

Administration      

   Labor            189,757                  156,959  
   Depreciation and amortization              58,705                   45,059  
   General expenses              65,087                   50,146  
   Active personnel amortization of pensi on actuarial   liability            44,055                   32,494  

   Maintenance              11,295                   11,730  
   Rentals              10,156                   24,255  
   Taxes          3,046             1,401  

             382,101       322,044  
Selling      
   Studies and projects  (1)            912,751                  425,355  
   Crude oil  pipeline transportation tariff            386,089                  146,721  
   Taxes            280,281                  218,680  
   Tariff and natural gas  pipelines availability  -  BOMT           236,933                  172,798  

   Natural Gas pipeline transportation            102,862                   75,474  
   General expenses            112,240                   35,452  

   Labor  expenses              26,759                   11,622  
   Active personnel amortization of pension actuarial  liability                6,705                     4,002  
   Maintenance                5,090                   75,305  
   Product packing          2,841                 -  

        2,072,551   1,165,409  

        2,454,652  1,487,453  
 

(1) Correspond to: Ecopetrol S.A. $635,784, Ecopetrol America INC $231,560, Ecopetrol del Peru S.A. 
$43,500 y Ecopetrol Oleo é Gas do Brasil Ltda $1,907.  

 

 

26.  Financial Income ( Expenses ), Net  
 

  2008  2007  

Income      
Exchange difference gain (1)   10,863,242   3,772,753  

Income on v aluation of investment portfolio    1,640,338  808,041  
Interes t and monetary  correction  682,542  161,125  
Income from application of equity method   110,824  881  
Dividend s in cash  39,472   25,387  
Income on  valuation of derivates  (2)            4,782                  -  

   13,341,200   4,768,187  
Expenses      

Exchange difference Loss (1)   8,901,184   4,385,021  
Loss on application of equity method  185,606  115  
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Loss on valuation of derivatives (2)  74,685  -  

Administra tion and securities issuance  52,277   76,770  
Others  6,820   1,147  
Interes ts 19,376   1,021  
Discount on cash purchases of shares  -  166,789  
Hedging transactions                    -        43,696  

    9,239,948  4,674,559  

    4,101,252       93,628  
 
 

(1)  The net effect of the results due to exchange  difference were earning s for $1,962,058 within which 

$706,651 correspond to the differential  update of regular motor gasoline and diesel prices generated in 
dollars according to Resolution  No.181496. During 2007 said differential  was calculated in pesos 

therefore it did not generate exchange difference . It also includes $797,914, originating main ly in the 

investment portfolio . 
 

(2)  The movement of the hedging transactions  during 2008 originated : i) an income of $4,782, 

corresponding to the exchange rate of forward operations ; ii) a payment of $29,661, correspondi ng to 
the exchange rate of forward oper ations ; iii) an order of $45,024, corresponding to price coverage 

swap operations on WTI and Fuel Oil No.6 2% in the Gulf Coast .  

 
 

27.  Pension expenses  

 

  2008  2007  

   

Amortiza tion of pension actuarial calculation  986,565  955,381  

Health care services  107,213  86,520  

Education services        51,147        48,442  

  1,144,925  1,090,343  
 

 

28.  Inflation gain  
 

The gain corresponds to the net amortization of the deferred monetary correction , for the twelve month 

period for the amount of $30,473 million . 

 

 
29.  Other i ncome ( expenses ), Net  
 

  2008  2007  

Other Income      
   Recovery of provisions (1)  999,866  555,438  

   BOMTs deferred income  141,428  1,195,228  
   Recupera tion of associated services  22,840  70,133  
   Prior year income  (2)  15,933  3,696  
   Income on sale of property,plan t  and equipment  10,435  8,724  
   Expense recovery  7,459  39,575  

   Received indemnities  6,367  1,703  
   Other minor income  7,069  60,366  
   Income for services  3,605  6,685  
   Income from un developed discovered fields          1,228         13,622  

  1,216,230  1,955,170  
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Other expenses    

   Taxes  299,673  328,871  
   Provisions (3)  114,035  1,240,400  
   Fuel losses  93,854  56,648  
   Contribu tions and donations  33,236  9,535  
   Inspection quota  25,811  25,934  
   Prior year expenses  (4)  21,991  1,891  

   Vigilance and security   16,052  14,457  
   Other minor expenses  4,144  21,317  
   Loss on sale and retirement of assets  1,398  3,148  
   Amortization expenses  -  BOMTs                 -    1,018,422  

  
   610,194  2,720,623  

      606,036    (765,453 )  

 
(1) The recovery of provisions is as follows :  

    2008  2007  

        
  Legal Processes  832,788  46,934  
  Inve stment  130,543  1,322  

  Fixed assets, receivable and others  18,813  27,355  
  Taxes  9,011  117,680  
  Products and materials inventories  8,711  21,010  
  Provisi on BOMTs  -  221,055  

  
Project expenses             -       120,082  

    999,866      555,438  
        
(2) The detail of prior year income is the following :  

        

  Estimated adjustments  to natural gas  sales  7,886  -  
  Interest income   3,782  6  
  Expense recovery  2,820  1,927  
  Technology transfer fund  1,445  -  
 Health care services             -          1,763  

      15,933         3,696  
(3) The detail  of  provisions is as follows :  
        
  Legal Processes  59,305  1,096,117  
  Products and materials inventories  49,379  115,944  

  Contributions to pension funds  3,076  -  
  Receivable  2,275  20,276  
  Inve stment  -  6,273  
  Prop erty, plant and equipment              -          1,790  

    114,035  1,240,400  
(4) The detail of prior  year expenses is as follows:  

  Adjustment to natural gas  sales  19,294  -  
  Use of goods ï estimated adjustment  1,075  1,180  
  General expenses       1,622             711  

      21,991         1,891  
 
 

30.  Contingencies  
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Ecopetrol has recognized provisions corresponding to reasonable estimates intended to cover  future 
situations deriving from loss contingencies or the occurrence of future events  that could  affect its equity . In 
2008 , Ecopetrol  modified the methodology for the evaluation of the status of the companyôs legal 
proceedings, process which was undertaken by the Legal Vice  Presidency . 
 
The modification to the methodology generated a net effect ( recovery and new provisions ) for the amount of 
$425,376 billion , recorded  in  December 2008 ( see Note 18).  
 
The methodology used by the Legal Vice Presidency  is based on the credit system of the Nation used by the 
Ministry of Interior and Justice and includes the evaluation of factors such as proceedings risk, claim 
strength , claim proof , strength of the claim answer , proof of the answer , level of jurisprudenc e and results of 
first instance  ruling . 
 
The expertôs report of 2005 established that $542,000 is the charge of Ecopetrol in the ordinary civil action 
presented by FONCOECO, claiming for Ecopetrol to pay principal and interest  authorized by the Board of 
Directors  to constitute  the profit participation fund for the employees of the Company . It is the opinion  of the 
Companyôs Management and its legal advisors that there are sufficient arguments to demonstrate that the 
claims of the lawsuit will no proceed , because the basis of the report includes concepts and amounts not 
authorized by the Board of Directors  as of December 2008 a provision for this process is recorded of $100 
billion  (2007 -  $64 billion ).  
 
A summary of the most significant proceedings (with amounts of claim  greater than $10 billion ) on which 
provisions have been recognized , according to the evaluations of the internal and external attorneys  of the 
Company , as of December 31, 2008 :  
 
 

 

Proceeding  Claim  

Amount of 
the 

Provision  
   
Universidad de Cartagena and  Junta 

Especial de la Estampilla  

Constitutional  Action in which the 

Universidad de Cartagena requests the 
payment of  
the stamp tax on operations carried out in 
Bolivar, especially in Cartagena de Indias  

port .  
 

112,180  

Foncoeco  Profit participation fund of the employees 
and ex employees of Ecopetrol S.A.  
 

100,000  
 

Department of Tolima  Class Action for the recalculation of 

royalties with 20% specified in Law 141 of 
1994.  
 

82,287  

Municipality of Arauca  Class Action . Contributions to the solidarity 
and redistribution of income fund as  a 
consequence of the generation of 

electricity , according to the 142 of 1994.  

 

45,414  

Municipality of Melgar  Class Action requesting the recovery to the 
Department of Tolima of the amoun ts not 
collected regarding royalties corresponding 
to the Guandó  well . 
 

40,351  

Javier Armando Rincón Gama and  

Héctor Alfredo Suárez Mejía  

Class Action . Through an auction  in the 

Bogota Stock Exchange shares were 
acquired of Inversiones de Gases, owned 
by Ecopetrol.  

12,000  
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Benigno Sánchez Núñez and  others  

Class action due to cracking and landslides 
that destroyed  the farms due to 
underground  explosions within  the program 
of San Luis 95.  

10,000  

 
 

31. Commitments  
 
Natural gas  Supply Contract s  
 
The Company has entered into contracts with third parties, such as Corelca, Gas Natural S.A. E.S.P, 
Empresas Públicas de Medellín, Termoflores and Gases de Norte del Valle, for the supply of natural gas used 
in Ecopetrolôs natural gas  sales , whereby they commit to deliver the minimum quantities established in each 

contract. During 2008, Ecopetrol sold 499.3 4 GBTUD for $1,214,706.  
 
Master Agreement TLU 1 and TLU 3  
 
In March 1998 the Company si gned the agreement TLU-1 ï Joint Operation of the assets of the Coveñas 
terminal to receive, store and load  crude oil  onto tank er  ships , between the  Asociación Cravo Norte and 
Oleoducto de Colombia S. A. in which it is the operator . 

 
In September 1999 the Company sig ned the agreement TLU-3 ï Joint Operation for the use of the tank er  
ship  loading unit TLU -3 in the Terminal of Coveñas between the  Asociación Cravo Norte and Oleoducto de 
Colombia S. A. in which it is also the operator.  
 
Petro Rubiales S. A.  

 
In December 2007, the Company signed a memorandum of understanding with Petro Rubiales S.A. for the 

construction of a 230 kilometer pipeline, which will permit transporting crude oil extracted from the Rubiales 
and Pirirí fields in the Department of Meta, to be connected with the Ocensa system (see Note 4).  

Cocorna Association Contract -  Campo Teca  

Ecopetrol on October 8, 2008, at the end of the association contract Cocorna, received from its a ssociate 
Mansarovar Energy Colombia LTD., the Teca field which it operated, which is located near the municipalities 
of Puerto Nare (Antioquia), Puerto Triunfo (Antioquia) and Puerto Boyacá (Boyacá). It has 219 wells that 
produce an average of 2,292 daily barrels of heavy crude oil of 12.5 degrees API.  

Thi s contract was signed  on September 10, 1980 between Ecopetrol and Texas Petroleum Company, 
company which operated the field until September 13, 1995 . Then it assigned the totality of its interests, 
r ights and obligations in the association contract Cocorna to the companies Omimex de Colombia Ltd. and 
Sabacol Inc. Later , on September 5, 1999  Sabacol Inc. assigned the totality of its interests, r ights and 
obligations to Omimex de Colombia Ltd. On December 1, 2006, due to the sale of the parent company of 

Omimex de Colombia Ltd., it  changed its name to Mansarovar Energy Colombia Ltd.  

Notwithstanding that the Association Contract Cocorna ended and the Teca field was delivered to Ecopetrol, 

there is a difference in interpretation between the two companies regarding the date of termination of the 
Association Contract Cocorná, because Mansarovar Energy Colombia Ltd. consider s that the date of 
termination of the contract should be June 18, 2011. The two companies agreed to present the differences in 
interpreta tion before Arbitration  Court for it to decide on the date of termination of the Association Contract 
Cocorná.  

While waiting for the arbitration court to make a decision , Ecopetrol carried out an agreement with 
Mansarovar Energy Colombia Ltd. for this company to continue operating the Teca field. All income of 
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Mansarovar (50% of production ) as well as the total expenses of the Teca field operation will be administered 

through a Management and Payment Trust , until the Arbitration Court makes a d ecision on the differences 
between the two companies.  The remaining resources in the Trust will be assigned to the company favored 
by the decision . 

The municipalities and the department of the said area will continue to receive the resources due to royalti es 
of twenty percent  (20%), corresponding to the percentage of royalties in the association contract . The 
additional royalties of twelve percent (12%) determined by Law as of the moment of termination of the 
Association Contract Cocorná will be deposited i n the Trust royalties account, generating corresponding 
interest. The trust will act as the tribunal may decide concerning said remaining twelve percent (12%). The 
aforementioned means that, if the arbitration decision favors Ecopetrol, said  twelve percent (12%) shall be 

delivered to appropriate the entity to destine them to the beneficiary municipalities, but if arbitration decision 
favors Mansarovar Energy Colombia Ltd., the twelve percent (12%) shall be returned to the Joint Account . 

 
 
Exp loration  
 

González  Block  
 
I n July, 2008, Ecopetrol and Turkish Petroleum International Company Limited (TPIC) signed an assignment 
contract on the hydrocarbons exploration and exploitation contract for the Gonzalez Block, located in the 
Department of Norte de Santander, approximately 50 kilometers north of Cucuta, with an area of 21,809 
hectares, in which Ecopetrol assigns, in its exploration strategy, 50% of the participation in said block.  
 

Within the exploratory activities in this block, 50 kilomete rs of seismic  were acquired and for 2009 it is 
expected to drill an exploration well .  
 
TPIC is a subsidiary of Turkish Petroleum Corporation (TPAO) . This company is one of the top 100 in the 
ranking of the largest crude oil  companies of the world as presented by Petroleum Intelligence Weekly (PIW).  

 
TPAO produces close  to 75% of the oil for Turkish consumption and concentrates  its operations in the 

Caspian region, Northern Africa and Middle East .  
 
Heavy Crude Oil Round  
 
Ecopetrol presented , in association with other companies , the strongest offers for three blocks that make up 
the heavy crude oil rounds carried out by the Agencia Nacional de Hidrocarburos (ANH).  

 
The three blocks add up to an extension of more than 4 .1 million hectares in the Eastern Plain lands of 
Colombia.  
 
An association between Ecopetrol and Shell presented the strongest offer for the blocks  CPE 2 and CPE 4. On 
the first , with an extension  of about 760 thousand hectares , the operator shall be Shell; on the second one , 
of 964 thousand hectares , the operator  shall be Ecopetrol. In both blocks the companies have the same 

participation  (50%).  

 
Another association made up by Ecopetrol and Talismán presented the strongest offer for the block CPE 8, 
with an area of 2.,39 million hectares . The two companies have the same participation (50%) and Talismán 
will be the operator . 
 
Agreement between Ecopetrol and Pacific Rubiales to explore Alicante Block  

 
Within the exploration strategy, Ecopetrol and Pacific Rubiales, through its subsidiary Meta Petroleum, signed 
on October 8, 2008, the assignment of the hydrocarbon exploration and exploitation agreement for the 
Alicante Block, through which Ecopetrol assi gned 55% of its r ights in said block.  
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Alicante  is located approximately 20 kil ometer s east of Villavicencio, and is included in an agreement signed 

in 2006 between Ecopetrol and the Agencia Nacional de Hidrocarburos (ANH).  
 
Within the development of the exploration activities for this block, the acquisition of seismic  during the first 
semester  of 2009 is planned.  
 
The block, that has an extension  of 38,684 hectares , is part  of the projects carried out by the two companies 

for the development of heavy cru de oils  in Colombia .  
 
Cooperation agreement for studies in Carimagua   
 
Ecopetrol, the Instituto Colombiano de Desarrollo Rural, Incoder, and the  Corporación Colombiana de 
Investigación Agrícola, Corpoica, signed a collaboration agreement in order to determine  the technical and 
agronomic feasibility  to develop a biofuel production project in Predio Carimagua, located in the municipality 

of Puerto Gaitán, in the Department of Meta . 
 
This agreement includes technical and agronomic studies on 20 hectares of land, in order to establish  the 
viability of development of sugarcane crops and sweet sorghum for  the production of ethanol . This phase will 
have an approximate  duration of 24 months .  
 
Ecopetrol will contribute  $871 million to carry out technical agronomical studies . 

 
Fuel Oil  Hedging  
 
As of December 31, 2008, the following option  call s were carried out :  
 

Counterpart  Effective date  
Termination 

date  Volume  
Exercise 

price  

J. Aron & Company  January 02 , 2009  December 31  540,000 Bls.  US$ 31.45  
J. Aron & Company  January 02, 2009  December 31  600,000 Bls.  US$ 30.95  
Morgan Stanley Capital Group  January 02, 2009  December 31  600,000 Bls.  US$ 31.60  

  
Commitments abroad  

 
1.  In December 2008 Ecopetrol and StatoilHydro (Norwegian Company) signed an agreement to explore in 

the Gulf of Mexico; the agreement includes drilling 3 prospects between 2009 and 2010 and the option 
for Ecopetrol to participate in additional future drilling p rospects. Ecopetrol will have participations 
between 20% and 30% in the prospects ; the estimated initial  investment is US$160 million .  

 

Additionally , Ecopetrol and StatoilHydro allied  to develop a maturity  process for several prospects during 
the next 7 y ears.  

 
2.  In November 2008, Ecopetrol signed a participation agreement with the Italian company Eni to drill at 

least five prospects in deep waters in  the Gulf of Mexico (GoM) between 2008 and December  2012 . The 

investment estimate is US$220 million .  
 

At th at same time, Ecopetrol and Eni signed a memorandum of understanding to seek Joint exploration 
and production opportunities in South America and other parts of the world . 

 
3.  In October 2008 , Ecopetrol America Inc . and BP ( through two subsidiaries ) signed a participation  

agreement for hydrocarbon exploration in the Gulf of Mexico ; this agreementôs intention is to search for 
natural gas at depths greater than 20,000 feet and includes several phases.  During the first year, a 
minimum of one exploratory well will  be drilled and three dimension  seismic  will be acquired . The 

conditions of the following  phases will depend on the results of the first . 
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The estimated investment for this first phase is approximately US$120 million and will be done in two 

exploration areas of the platform of the Gulf of Mexico , located south  of Texas . Ecopetrol will participate 
with 15% in one of them and 30% in the second . 
  

4.  In October 2008, Petrobras and Ecopetrol signed a memorandum of und erstanding to evaluate business 
opportunities in crude oil  exploration and  production in downstream  activities . The agreement includes 
associations  in Brazi l, Colombia and other countries of mutual interest . 

 
Pursuant to the Memorandum , both companies will  evaluate the possibilities  for Joint actions in :  

 
-  Fields and exploration blocks currently operated by Petrobras and /o r Ecopetrol in Colombia and in 

Braz il.  
 
-  Participation in bidding processes for blocks in basins in Brazil, Colombia and other countries  of 

interest . 
 
-  Business opportunities in refining, transportation, distribution, petrochemical industry and biofuels.  

 
With this agreement , Petrobras demonstrates its interest in continuing its investment in Colombia, 
where, from 2002 to 2007, it invested  US$ 452 .5 million  and is planning to invest , during the 2008 -2012  
period,  US$ 361 million . 

 
 

32. Subsequent events  

Association  Contra ct  Cravo Norte  

On December 31, 2008 , as agreed in the extension  addendum of the association contract Cravo Norte, 
Ecopetrol S.A. ôs partner in the contract, Occidental de Colombia Inc., delivered to Ecopetrol S.A. free of 

charge , its participation in all the assets acquired by the Joint account in the Cravo Norte contract up to this 
date .  

As of January 12, 2009 , and as established in the extension addendum of the association contract Cravo 
Norte , Ecopetrol S.A. granted in favor of Occidental de Colombia Inc. the right to use 45% of said assets that 
it received , all included in an usufruct  contract . Occidental de Colombia Inc., as usufructuary , will pay 
Ecopetrol US$0.22 per  barrel produced pursuant to its participation in production percentage, before 
deducting royalties .  

Blocks  Fuerte Norte and  Fuerte Sur  
 

In January 2009, Ecopetrol signed an agreement with BHP Billiton Petroleum Corporation, through its branch 
office in Colombia , to increase its participation in offshore blocks Fuerte Norte and Fuerte Sur in Colombia 
and as a result , each company will have a 50% participation in the blocks . The assignment of the 
participation of BHP Billiton in  favor of Ecopetrol requires the approval of the Agencia Nacional de 

Hidrocarburos. The blocks are about 954,050 hect ares.  
 
Ac quisi tion of Petro - Tech Peruana S.A.  

 
In an association with Korea National Oil Corporation -  KNOC,  a transaction was closed for the acquisition of 
the company Offshore International Group Inc., whose main asset is Petro -Tech Peruana S.A.   
 

The investment will be made in equal parts (50% Ecopetrol and 50% KNOC) for US$90 0 million .  
 
Petro -Tech Peruana S.A. is a company whose object is hydrocarbons exploration, development, production  
and processing in Peru . It began its operations in January 1994 on the northern coast of the country. 
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Currently it has an average production of crude oil of close to 12,000 barrels per day and it has more than 

100 million barrels in 2P reserve s. Throughout the previous years it has achieved positioning in hydrocarbon 
off -shore production and exploration in  Peru .  
 
The company has 11 blocks in that country (1 in production and 10 in exploration ), that together add up to 
one of the biggest areas of offshore  in South America (9 .5 million  hectares ). As of November 30, 2008 , its 
revenues  and net income were  US$3 59 mill ion  and US$134 million , respectively . 

 
Offshore International Group Inc. also possesses assets in other companies that render services for the 
development  of Petro -Tech Peruana S.A. ôs operations, especially  regarding marine operations , such as 
drilling services, diving and marine transportation, among others . 
 
33. Crude Oil and Natural Gas Reserves  

 
Ecopetrol follows international standards for the classification of reserves covered by the definitions jointly 

developed by the SEC Secur ities and Exchange Commission SPE ñSociety of Petroleum Engineers ò and WPC 
ñWorld Petroleum Council ò and based on those definitions the Department of Reserves of the Production Vice  
Presidency prepares the official study of reserves at December 31, includin g proved reserves, the total of 
which is broken down in proved developed reserves and proved un developed reserves. Natural gas reserves 
reported are broken down in volumes with concrete commercial viability , natural gas volumes available  but  
not commercial ized and volumes intended for consumption in the field operations. The report was approved 

by the Ecopetrol Reserves Committee in January 2009.  

 
The Reserves Committee, formed by specialists of the Company and Instituto Colombiano del Petróleo, 
assumed the  responsibility for estimating future production reserves, taking into account the 
recommendations made by Gaffney, Cline & Associates , DeGoyler and MacNaughton and Ryder Scott 
Company, who issued a certification on the methodology used for their estimatio n, based on the analysis of 
the main producing blocks defined by the Company. In accordance with said certification, the result of the 

reserves analysis is in accordance with  the content and presumptions established in SEC Rule 4 -10 of 

Regulation S -X of th e Securities and Exchange Commission (SEC) of the United States of America.  
 
The following information corresponds to proved reserves  (without royalties)  owned by Ecopetrol at 
December 31, 2008 and 2007, which has been adjusted to the final reserve balance s prepared by the 
Companyôs management. 
   2008       2007    

 
Crude oil  

(Mbls)  
Natural gas  

(Gig as)  
Oil equivalent  

(Mbe)   
Crude oil  

(Mbls)  

Natural 
gas  

(Gig as)  

Oil 
equivalent  

(Mbe)  
        
Proved reserves as of January 1  857.36  1,979.59  1,209. 8  921.20  1,860.35  1,252.5  
Revisions  44.17  54.50  53.9   25.8 9  73.97  39.0  
Extensions and discoveries  7.49  0.35  7.6   9.83  164.05  39.0  
Produc tion  (111.00 )   (136.00 )   (135.2 )   (99.56 )  (118.78 )   (120.7 ) 

Net proved reserves at the end of 
period  798.02  1,898.44  1,136. 1   857.3 6  1,979.59  1,209.8  

  

Mbls = Million s of barrels  
Mbe = Mill ions of barrel  equivalents  
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Consolidated Balance Sheet  

 

Ecopetr ol S.A.
Black Gold Re 
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do Br asil 
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Am er ica I nc
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Pr opilco S.A. Com ai Ltda. Bioener gy S.A.
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S.A.

ODL Colom bia 

S.A

Elim inaciones

Consolidado

Activo Cor r iente 14,667,503         237,434       7,517          30,015             17,486        79,110          526,403          50,077             15,185            233,597          10,757          73,967           ( 244,151)          15,704,900       

Efectivo y equivalentes de efectivo 1,870,246             23,929           7,426           852                   6,494            11,802            7,117                974                   5,513               166,605            10,757           2,088               2,113,803            

Inversiones tem porales 3,749,919             213,433         -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      (213,433)            3,749,919            

Cuentas y docum entos por cobrar 5,443,419             72                  -                  948                   26                -                     358,460            18,372              8,683               66,992              -                    -                      (19,690)              5,877,282            

Inventarios 1,483,988             -                    -                  -                       -                   -                     117,911            10,436              -                      -                       -                    -                      (1,039)                1,611,296            

Depósitos entregados en adm inistración 80,263                 -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        80,263                

Anticipos, avances y depósitos 2,029,922             -                    91                25,410              1,752            67,308            40,472              20,288              989                  -                       -                    71,879             (9,989)                2,248,122            

Gastos pagados por anticipado 9,746                   -                    -                  2,805                9,214            -                     2,443                7                       -                      -                       -                    -                      -                        24,215                

Activo No Cor r iente 33,485,366         8,036           10,210        1,264,410        8,102          313,685        443,881          12,154             32,770            446,407          434,475        386,415         ( 3,848,399)       32,997,512       

Inversiones perm anentes 8,675,159             -                    -                  -                       -                   -                     265                   239                   12,657             -                       -                    -                      -                        8,688,320            

Inversiones m étodo participación patrim onial 2,625,203             -                    -                  -                       -                   313,685          37,241              -                       -                      445,187            427,083         -                      (3,848,399)         -                         

Cuentas y docum entos por cobrar 193,135               -                    -                  -                       -                   -                     1,635                142                   -                      -                       -                    -                      -                        194,912              

Propiedades, planta y equipo 7,202,263             -                    -                  60,138              -                   -                     394,035            10,260              15,765             1,220                7,392             386,415           -                        8,077,488            

Recursos naturales y del am biente 6,831,465             -                    10,210         1,204,272          8,102            -                     -                       -                       -                      -                       -                    -                      -                        8,054,049            

Depósitos entregados en adm inistración -                          -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        -                         

Cargos Diferidos 1,582,868             8,036             -                  -                       -                   -                     4,661                118                   -                      -                       -                    -                      -                        1,595,683            

Otros activos 1,195,312             -                    -                  -                       -                   -                     431                   891                   3                      -                       -                    -                      10,462               1,207,099            

Valorizaciones 5,179,961             -                    -                  -                       -                   -                     5,613                504                   4,345               -                       -                    -                      (10,462)              5,179,961            

Total Activo 48,152,869           245,470         17,727         1,294,425          25,588          392,795          970,284            62,231              47,955             680,004            445,232         460,382           (4,092,550)         48,702,412          

Pasivo Cor r iente (6,464,727)           (1,080)            (20)              (1,552)               (6,103)          (15,816)           (383,986)           (24,103)             (1,489)              (3,376)              (45)                 (40,587)           243,112             (6,699,772)          

Cuentas por pagar (1,787,526)           (1,080)            (12)              (1,552)               (6,103)          (15,816)           (78,491)            (21,088)             (1,263)              (1,132)              (45)                 (37,651)           243,112             (1,708,647)          

Obligaciones financieras -                          -                    -                  -                       -                   -                     (278,107)           (572)                  (103)                 (2,244)              -                    -                      -                        (281,026)             

Dividendos por pagar -                          -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        -                         

Obligaciones laborales (128,039)              -                    -                  -                       -                   -                     (1,394)              (189)                  (36)                   -                       -                    -                      -                        (129,658)             

Im puestos, contribuciones y tasas por pagar (3,880,367)           -                    (8)                -                       -                   -                     (23,036)            (2,239)               (32)                   -                       -                    (786)                -                        (3,906,468)          

Pasivos estim ados y provisiones (668,795)              -                    -                  -                       -                   -                     (2,958)              (15)                    (55)                   -                       -                    (2,150)             -                        (673,973)             

Pasivo No Cor r iente (7,067,386)           (12,197)          -                  (28,516)             -                   -                     (26,354)            (673)                  (4,846)              -                       -                    -                      -                        (7,139,972)          

Cuentas por pagar -                          -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        -                         

Obligaciones financieras -                          -                    -                  -                       -                   -                     -                       (673)                  (4,800)              -                       -                    -                      -                        (5,473)                 

Obligaciones laborales (2,164,787)           -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        (2,164,787)          

Pasivos estim ados y provisiones (2,503,508)           (10,767)          -                  (28,516)             -                   -                     -                       -                       -                      -                       -                    -                      -                        (2,542,791)          

Otros pasivos (2,399,091)           (1,430)            -                  -                       -                   -                     (26,354)            -                       (46)                   -                       -                    -                      -                        (2,426,921)          

Total Pasivo (13,532,113)         (13,277)          (20)              (30,068)             (6,103)          (15,816)           (410,340)           (24,776)             (6,335)              (3,376)              (45)                 (40,587)           243,112             (13,839,744)        

I NTERES MI NORI TARI O -                          -                   -                 -                      -                  -                    -                      -                      -                     -                      -                   -                     ( 242,951)          ( 242,951)           

Capital autorizado (15,000,000)         (281)              (22,505)        -                       (11)               (69,514)           (419,647)           (2,541)               (575)                 (622,382)           (2,244)            (13)                  1,139,713          (15,000,000)        

Capital por suscribir 4,881,872             -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        4,881,872            

Capital suscrito por cobrar 337                      -                    -                  -                       -                   -                     -                       -                       222                  -                       -                    -                      (222)                  337                     

Capital apor tado (10,117,791)         (281)              (22,505)        -                       (11)               (69,514)           (419,647)           (2,541)               (353)                 (622,382)           (2,244)            (13)                  1,139,491          (10,117,791)        

Prim a en colocación de acciones (4,704,737)           (183,798)        -                  (1,438,648)        (67,210)        (159,545)         -                       -                       (36,922)            -                       (442,943)        (427,071)          2,756,137          (4,704,737)          

Prim a en colocación de acciones por cobrar 25,461                 -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        25,461                

Superávit por valorización (5,179,961)           -                    -                  -                       -                   -                     (5,613)              (504)                  (4,345)              -                       -                    -                      10,462               (5,179,961)          

Utilidad (pérdida) del período (11,630,716)         (18,515)          1,907           243,317            43,333          (8,255)             (53,346)            (11,409)             -                      (186)                 -                    1,487               (197,294)            (11,629,677)        

Utilidades (Pérdidas) acum uladas -                          (8,644)            -                  -                       -                   -                     (25,602)            (12,525)             -                      -                       -                    -                      46,771               -                         

Reserva legal (2,428,325)           -                    -                  -                       -                   -                     (55,736)            (1,271)               -                      -                       -                    -                      57,007               (2,428,325)          

Reserva ocasional program as de inversión (4,415)                  -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        (4,415)                 

Revalorización del patrim onio -                          -                    -                  -                       -                   -                     -                       (9,205)               -                      -                       -                    -                      9,205                 -                         

Saneam iento contable (17,804)                -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        (17,804)               

Patrim onio institucional incorporado (94,375)                -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        (94,375)               

Superávit valoración acciones - Propilco -                          -                    -                  -                       -                   (117,795)         -                       -                       -                      -                       -                    -                      117,795             -                         

Superávit m étodo de participación (140,746)              -                    -                  -                       -                   (24)                 -                       -                       -                      -                       -                    -                      140,770             -                         

Superávit m étodo de participación (1,340,357)           -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        (1,340,357)          

Efectos régim en contabilidad pública 1,013,010             -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        1,013,010            

Utilidades o pérdidas no realizadas -                          -                    -                  -                       -                   -                     -                       -                       -                      -                       -                    -                      -                        -                         

Ajuste por conversión de estados financieros -                          (20,955)          2,891           (69,026)             4,403            (21,846)           -                       -                       -                      (54,060)            -                    5,802               12,045               (140,746)             

PATRI MONI O (34,620,756)         (232,193)        (17,707)        (1,264,357)        (19,485)        (376,979)         (559,944)           (37,455)             (41,620)            (676,628)           (445,187)        (419,795)          4,092,389          (34,619,717)        

TOTAL PASI VO Y PATRI OMONI O (48,152,869)         (245,470)        (17,727)        (1,294,425)        (25,588)        (392,795)         (970,284)           (62,231)             (47,955)            (680,004)           (445,232)        (460,382)          4,092,550          (48,702,412)        

Cuentas de Orden Deudoras 57,970,387           -                    -                  -                       -                   -                     111,015            12,624              -                      -                       -                    -                      -                        58,094,026          

Cuentas de Orden Acreedoras 60,679,553           -                    -                  -                       -                   -                     99,668              1,384                -                      -                       -                    -                      -                        60,780,605          

(Valores en m illones de pesos)

1

 


