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CERTIFICATION ISSUED BY THE LEGAL REPRESENTATIVE AND 
THE CERTIFIED PUBLIC ACCOUNTANT OF THE COMPANY 

 
 
February 15, 2010 
 
 
To Ecopetrol S. A. stockholders: 
 
 
The undersigned Legal Representative and Certified Public Accountant of Ecopetrol S.A. hereby 
certify that the company unconsolidated financial statements prepared for the years ended on 
December 31 of 2009 and 2008 correspond faithfully to the companyôs books, and that prior to their 
disclosure to stockholders and third parties we have verified the following statements contained 
therein: 
 
1. All the assets and liabilities included in the financial statements of the company as of December  31 

of 2009 and 2008 are true. Likewise, all the transactions contained in such statements were carried 
on during the years ending in such dates.  

 
2. All the economic facts carried on by the company during the years ended on December 31 of 2009 

and 2008 have been duly recognized in the unconsolidated financial statements. 
 

3. Assets represent probable future economic benefits (Rights) whereas liabilities represent probable 
actual or future economic obligations obtained or in charge of the company as of December 31 of 
2009 and 2008. 
 

4. All of the elements have been recognized for their appropriate value, in accordance to the public 
accounting general acceptance principles established by the Contaduría General de la Nación.  
 

5. All the economic facts that impact the company have been duly classified, described and disclosed 
in the unconsolidated financial statements.. 

 
 
 
 
Javier G. Gutiérrez Pemberthy Jorge Hernando Martínez Jaime  
President  Certified Public Accountant 
 Professional License No. 14471-T  
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ECOPETROL S. A.  

 

UNCONSOLIDATED BALANCE SHEETS  

(In millions of Colombian pesos)  

 

  December 31  

  2009  2008  

    
Assets    

 Current Assets:    
 Cash and cash equivalents (Notes 2 and 3)  2,286,996  1,870,246  

 Investments (Notes 2 and 4)  384,329  3,749,919  
 Accounts and notes receivable, net (Notes 2 and 5)  2,550,251  5,443,419  

 Inventories, net (Note 6)  1,707,195  1,483,988  

 Advances and deposits (Notes 2 and 7)  2,651,782  2,029,922  

 Pension plan assets (Note 11)  -  80,263  

 Prepaid expenses (Note 8)             15,940               9,746  

   
  Total current assets  9,596,493  14,667,503  

   

 Non -current assets:    
 Investments (Notes 2 and 4)  10,087,993  11,300,362  
 Accounts and notes receivable, net (Note 5)  1,353,935  193,135  
 Advances and Deposits  (Note 7)  242,582  214,527  
 Property, plant and equipment, net (Note 9)  11,696,921  7,202,263  
 Natural and environmental resources, net (Note 10)  9,325,116  6,831,465  
 Deferred charges (Note 12)  1,762,266  1,582,868  
 Other assets (Note 13)  3,027,843  980,78 5 
 Revaluations (Note 20)        5,999,272        5,179,961  
   
  Total assets    53,092,421    48,152,869  
   
Liabilities and Shareholdersô Equity   

 Current liabilities:    
 Financial obligations  (Note 14)  134,908  -  

 Accounts payable and related part ies (Notes 2 and 15)  3,421,264  1,787,526  
 Taxes payable (Note 16)  2,108,719  3,880,367  
 Labor and pension plan obligations (Note 17)  149,648  128,039  
 Estimated liabilities and provisions (Notes 2 and 18)           957,432           664,572  
   

  Total cur rent liabilities  6,771,971  6,46 0 ,504  
   
 Long - term liabilities:    
 Financial obligations (Note 14)  5,286,545  -  

 Labor and pension plan liabilities (Note 17)  2,660,943  2,164,787  
 Estimated liabilities and provisions (Notes 2 and 18)  3,331,867  2,50 7,731  
 Other long - term liabilities (Notes 2 and 19)  2,337,862  2,399,091  
   

  Total liabilities    20,389,188    13,532,113  
   

 Shareholdersô equity (Note 20 and see accompanying 

statement )      32,703,233      34,620,756  
   

  Total liabilities and shareh oldersô equity   53,092,421    48,152,869  
   

Memorandum accounts (Note 21)  136,899,182  118,649,940  
 

The accompanying notes are an integral part of these unconsolidated financial statements  
 

Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luis a Fernanda Salcedo S.  
 President  Certified Public Accountant  Statutory Auditor  
 (See attached certification)  Professional License  14471 -T Professional License  No. 14622 -T 
  (See attached certification)  (See attached  report)  
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ECOPETROL S. A.  

 
UNCONSOLIDATE D STATEMENTS OF FINANCIAL, ECONOMIC, SOCIAL AND ENVIRONMENTAL 

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

 
 

   
Year ended December 31  

   2009  2008  

    

Revenue  (Not e 22)     

 Local sales   15,425,62 2  21,176.354   

 Foreign sales   12,248,369   11,572,989   

Total revenue   27,673,991   32,749,343  

     

Cost of sales  (Not e 23)   17,430,644   18,054,708  

Gross    income   10,243,347  14,694,635  

Operating Expenses  (Nota 24)     

 Administration   528,676   366,09 7 

 Selling    1,631,134   1,445,256  

Operating income   8,083,537   12,883,282  

     

Non - operating income (expenses) :     

 
Financial income (expenses), net (Note 
25)   556,214   4,191,924   

 Pension expenses (Note s 17 and  26)   (595,157 )  (1,144,925 )  

 Inflation  gain  (Not e 27)   21,470   30,506  

 Other income (expenses), net (Note 28)   (657,216 )  365,762  

 
Equity method on affiliated companies  
(Note 29)   (206,441)  (321,638)  

Income before  provision for  income tax   7,202,407   16,004,911   

     

 Current income tax   1,795,544   3,605,75 7 

 Deferred  income  tax  -  asse t   (70,121)   494,707  

 Deferred income tax  -  Liability   220,752   273,73 1 

Provision for income tax  (Not e 16)   1,946,175   4,374,195  

     

Net income  for the year   5,256,232   11,630,716  

     

 Net income per share   129,87   287,37   

 
The accompanying notes are an integral part of these unconsolidated financial statements  

 
 
 
 
 

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

UNCONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDE RSô EQUITY 

For the years ended  December 31 of 2009 and 2008  

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

 

  
Subscribed 
and paid-in 

capital 
 

Additional 
paid-in 
capital 

 
Legal and 

other 
reserves 

 
Incorporated 
Institutional 

equity 
 

Surplus 
from equity 

method 
 

Surplus 
from 

revaluation 
 

Public 
accounting 
application 

effect 

 
Retained 
earnings 

 
Total 
Equity 

Balance at December 31, 2007  10,113,334  3,850,814  1,910,686  108,730  303  5,647,382         -          5,176,394  26,807,643 
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 ï 
Execution of warranties 

         -           3,855          -                   -                   -                   -                   -                   -           3,855 

Appropriation to reserves           -                  -          517,639        -               -                 -                 -          (517,639)          -          
Adjustment in translation of foreign 
subsidiaries 

         -                  -                 -                -        140,444         -                 -                 -          140,444 

Addition to Incorporated Institutional Equity          -                   -                   -           2,635          -                   -                   -                   -           2,635 
Surplus from revaluation          -                  -                 -                -        1,340,356  (1,479,650)         -                 -          (139,294) 
Devaluation in Property, Plant and 
Equipment 

         -                  -                 -                  -                   -           1,012,229  (1,012,229)           -                  -          

Responsibilities pending decision          -                   -                   -           814          -                   -           (781)          -           33 
Net income           -                  -                 -                -               -                 -                 -          11,630,716  11,630,716 
Balance as of December 31, 2008   10,117,791  4,679,276  2,432,740  112,179  1,481,103  5,179.961  (1,013,010)   11,630,716  34,620,756 
Distribution of dividends ($220 per share)          -                  -                 -                -               -                 -                 -          (8,903,953)  (8,903,953) 
Subscribed capital receivable and 
additional paid-in capital 

         -           24,324         -                -               -                 -                 -                 -          24,324 

Addition to additional paid-in capital  
Execution of warranties  

         -           16,720         -                -               -                 -                 -                 -          16,720 

Surplus from revaluation          -                  -                 -                -        103,966  819,311         -                 -          923,277 
Devaluation in property, plant and 
equipment  

         -                  -                 -                -               -                 -          714,205         -          714,205 

Appropriation   to legal reserve           -                  -          1,163,072        -               -                 -                 -          (1,163,072)          -          
Appropriation  to investment reserve          -                  -          1,563,691        -               -                 -                 -          (1,563,691)          -          
Addition to Incorporated Institutional Equity          -                   -                   -           43,350          -                   -                   -                   -           43,350 
Adjustment in translation of foreign 
subsidiaries 

         -                  -                 -                -        8,322         -                 -                 -          8,322 

Net income for the year          -                  -                 -                -               -                 -                 -          5,256,232  5,256,232 

Balance as of December 31, 2009   10,117,791  4,720,320  5,159,503  155,529  1,593,391  5,999,272  (298,805)  5,262,232  32,703,233 

 
The accompanying notes are an integral par t of these unconsolidated financial statements.  

 
 Javier G. Gutiérrez Pemberthy  Jorge Hernando Martínez Jaime  Luisa Fernanda Salcedo S.  
 President  Certified Public Accountant  Statutory Auditor  

 (See attached certification)  Professional License 14471 -T Prof essional License No. 14622 -T 
  (See attached certification)  (See attached report)  
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ECOPETROL S. A.  
 

UNCONSOLIDATED STATEMENTS OF CASH FLOWS  
 (In m illions of Colombian pesos)  

 

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

 Year ended December 31  
 2009  2008  
Cash flows from operating activities    
 Net income  5,256,232  11,630,716  
 Adjustments to reconcile net income to cash provided by 

operating activities:    
  Deferred Income Tax, net  150,631  768,437  
  Depreciation of Property, Plant and Equipment  661,835  663,646  
  Amortizations    
   Natural Res ources  1,154,735  947,788  
   Abandonment of installations  199,939  139,795  
   Actuarial Calculation  502,665  645,770  

   Intangibles  152,235  37,496  
   Deferred charges  90,173  69,688  

   Deferred monetary correction, net  (21,470)  (30,506)  
  Provi sions    
   Accounts receivable  30,734  2,275  
   Inventories  33,161  49,379  
   Property, Plant and Equipment  127,826  -  

   Legal Proceedings  264,945  62,381  
   Other  -     103,062  
  Recovery of provisions    
   Inventories  (118,652)  (8,711)  
   Property, Plant and Equipment  (17,091)  (18,813)  
   Legal Proceedings  (76,666)  (832,788)  

   Other  (5,564)  (139,554)  
  Net changes in operating assets and liabilities    
   Debtors  1,131,982  6,197,470  
   Inventories  (137,716)  (225,865)  
   Deferred and  other assets  (2,788,093)  (757,692)  

   Accounts payable  1,633,738  646,365  
   Taxes payable  (1,771,648)  988,347  

   Labor obligations  15,100  (9,246,938)  
   Estimated liabilities and provisions  10,499  (746,794)  

   Net cash provided by operating acti vities  6,479,530  10,944,955  
   
Cash flows from investing activities    
 Purchase of investments  (7,939,870)  (27,801,568)  

 Investments redemption and sale  12,630,117  24,442,990  
 Investments in natural and environmental resources  (2,885,430)  (1,792,085 )  
 Additions to Property, Plant and Equipment  (4,426,141)  (3,565,240)  

   Net cash used in investing activities  (2,621,324)  (8,715,903)  
   

Cash flows from financing activities    
 Financial obligations  5,388,014  -  

 Debts from credit and financing ope rations  33,439  (3,569)  
 Received from associates ï capitalization  41,044  832,919  
 Payment of dividends  (8,903,953)  (4,654,340)  

   Net cash used in financing activities  (3,441,456)  (3,824,990)  

   
Net increase (decrease) in cash and cash equivalents  41 6,750  (1,595,938)  
Cash and cash equivalents at the beginning of the year  1,870,246  3,466,184  

Cash and cash equivalents at the end of the year  2,286,996  1,870,246  
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ECOPETROL S. A.  

 

NOTES TO UNCONSOLIDATED FINANCIAL STATE MENTS  

 
December 31 of  2009 and 2008  

(Amounts are expressed in millions of Colombian pesos, except for the amounts in other currencies, 
exchange rates and income per share which are expressed in unit Colombian pesos)  

 
1.  ECONOMIC ENTITY AND PRINCIPAL ACCOU NTING POLICIES AND PRACTICES  
 

Reporting Entity  

 
ECOPETROL S.A. (hereinafter Ecopetrol or the Company) was  organized 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 stat e-owned company by shares and then into a mixed economy entity of a 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 commercial or industrial 

activities corresponding to or related with exploration, production, refining, transportation, storage, 
distribution, and selling of hydrocarbons, their by -products and associated products, and of subsidiary 

operations, connected o r complementary to these activities in accordance with applicable regulations. 

Ecopetrolôs principal domicile is Bogot§, D.C. and it may establish subsidiaries, branches and agencies in 
Colombia or abroad.  

 

By means of the transformation Decree 1760 of Jun e 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 addit ion, Ecopetrolôs basic structure was changed and two entities were created: a) the 
Agencia Nacional de Hidrocarburos (ANH) was created to hereinafter issue and develop the Colombian 

petroleum policy (formerly the responsibility of Ecopetrol), and b) Socied ad Promotora de Energía de 

Colombia S.A., which received the non -strategic assets owned by Ecopetrol.  
 

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 a nd acquired by Colombian individuals or legal entities. 
Once the shares were issued and placed, corresponding to 10.1% of the authorized capital , at the end of 

2007, the Company became a Mixed Economy Entity of a commercial nature, at a national level, 
con trolled by the Ministry of Mines and Energy.  
 

Ecopetrol entered into a deposit agreement with JPMorgan Chase Bank, N.A., as depositary, for the 
issuance of ADRs evidencing ADSs.  Each of the ADSs will represent 20 of Ecopetrolôs common shares or 
evidence o f the right to receive 20 of Ecopetrolôs common shares. 

On September 12, 2008, Ecopetrol submitted to the Securities and Exchange Commission or SEC an 

application to register the Company and to register and list the Companyôs ADSs evidenced by ADRs on 

the New York Stock Exchange or NYSE.  The Companyôs ADSs began trading on the NYSE under the 
symbol ñECò on September 18, 2008. 

 

On December 3,  2009 the National Commission for the Surveillance of Companies and Securities of Peru 
ï CONASEV approved the listing  of   Ecopetrol ´s   ADRs on the Lima  Stock Exchange and registered such 

securities in the Public Registry of the Securities Market. Hence  trading of  such securities began on  

December 4 , 2009,  under the ñECò symbol.  
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As of December 31,  2009, the compan y develops production and exploration operations by means of 

diverse modalities of association contracts or other contractual mechanisms, as follows:  

 

Modality  Contra ct s 

Explora tion            51  

Produc tio n           46  

Discovered and not developed fiel ds           20  

Risk            15  

Incremental  Production              5 

Production service with risk              3 

Company collaboration              2 

Technical services and collaboration              1 

Total           143  

 

 

During 2009, Ecopetrol dev eloped production operations in 270 (2008 -  288) fields out of which 100 

(2008  -  112) are operated in a direct manner and 170 (2008  -  176) by third parties . 
 
Principal accounting policies and practices  

 
The Contaduría General de la Nación (CGN) adopted t he Regime of Public Accounting (RCP) in September 
2007, established its conformation and defined its scope of application. Pursuant to CGN Communication 

No. 20079 -101345 of September 28, 2007, the RCP became effective for Ecopetrol on January 1, 2008.  

 

Based on current  regulations issued by the Contaduría General de la Nación, as from December 2009 

closing Ecopetrol S. A. applied the indirect method methodology to prepare the Statement of Cash Flows 
instead of the direct method which had been applied so fa r. This action allows uniformity between 
information reported locally and the reports prepared under U.S. GAAP.  This methodology change does 
not carry any financial impact and is consistent with the local and international accounting regulations. In 
order  to enable comparison of financial information, the Statement of Cash Flows for the year 2008 was 
prepared applying the indirect method and performing the respective reclassifications.  

 
 
Presentation Basis  

 

The preparation of the financial statements was c arried out under Colombian Government Entity GAAP 
standards and principles issued by the CGN and other legal provisions. These principles may differ in 

certain aspects from those established by other standards and other control authorities and the opinions  

on specific matters issued by CGN prevail over Colombian Government Entity GAAP.   
 

The accrual method was applied for the accounting recognition of financial, economic and social facts.  

 

In accordance with the rules for the inspection, supervision, and/or  control of Ecopetrol, a normative 
decision -making structure was established to define 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 Superintendence ; ii) Residual control: Companies Superintendence  
and iii) Concurrent control: Financi e Superintendence , on the activities of the company in its capacity as 

issuer in the stock market .  
 
International Standards of Financ e Inform ation (NIIF) are used to measure the normative gap and the 
accounting principles generally accepted in the United States are applied to operations related to crude oil 

and natural gas.  
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The attached financial statements were prepared by disposition of th e administration to support the 

information presented to the CGN. The basic unconsolidated financial statements defined by the CGN are: 
the Balance Sheet, the Financial, Economic, Social and Environmental Activities Statement, the 

Statement of Changes in S hareholdersô Equity and the Statement of Cash Flows. The Notes to the basic 

unconsolidated financial statements are integral of them.   
 

The accompanying financial statements do not consolidate the assets, liabilities, equity or results of the 

subsidiary c ompanies, since this is not required by the government accounting standards (RCP). 
Investments in those companies are recorded by the equity method. These unconsolidated financial 

statements are submitted to the Shareholders' Meeting and are the basis for dividend distribution and 

other appropriations; however, pursuant to legal requirements, the Company is obliged to submit, 
additionally, consolidated financial statements to the Shareholders' Meeting for their approval . 

 

Segments  
 

The Board of Directors of  the company decided to assess management results according to five main 

activity segments: Explora t ion and Production; Refining; Transportation; Marketing, and Corporate. 

Assessment information is prepared on administrative basis and not on regulatory bas is given that the 

Public Accounting Regime does not require disclosure of information by segments.  

 
 

Materiality Concept  

 

An economic fact is material when, due to its nature and amount and taking into account the surrounding 
circumstances, knowing or not  knowing it could significantly alter the economic decisions of informed 

users.   
 
The unconsolidated financial statements include specific headings in accordance with legal requirements, 

or those representing 5% or more of total assets, current assets, to tal liabilities, current liabilities, 

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.  

 

 

Use of Estimates  

 

The p reparation of the unconsolidated financial statements in accordance with RCP requires that 
management make estimates and assumptions that could affect the recorded amounts of assets, 

liabilities, results of activities and the attached notes. These estimate s are carried out in accordance with 

technical criteria pursuant to regulations and current legal provisions. Current or market values could 
differ from such estimates.  

 

 
Transactions in Foreign Currency  

 
Transactions in foreign currency are entered into i n accordance with applicable regulations and they are 
recorded at appropriate exchange rates on the transaction date. Balances denominated in foreign 
currency are reflected in Colombian pesos at the representative market exchange rates at the end of 

each p eriod.   
 

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 e quity is affected.  
 

Financi ng  costs for purchase of  assets under construction and until they are ready for use, are part of the 
cost of the project, as established by the RCP.   
 
The Company when carrying out its crude oil exploration and production activi ties can freely deal with 
foreign currency provided that it complies with the provisions in the exchange regime.   
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Joint Operation Contracts  

 
Joint venture or common - interest operation contracts are entered into between Ecopetrol and third 

parties in o rder to share the risk, secure capital, maximize operating efficiency and optimize the recovery 

of reserves. In these joint ventures, one party is designated as the operator and each party takes its 
share of the crude oil production according to its agreed  participation. When Ecopetrol  participates as 

non -operator party, it  records these asset s, revenues, costs and expenses on a timely basis based on 

information reported by the operators. When Ecopetrol directly operates the facilities, it records assets, 
revenues, costs and expenses, recognizing at the same time the accounts receivable of the third party for 

joint interest billings.  

 
 

Cash and Cash Equivalents  

 
Cash and cash equivalents are represented by liquid investments maturing within three months fo llowing 
their acquisition and are recorded as cash management investments.  

 
Cash derived from joint venture operations in which the Company is the operating partner corresponds to 
advances from partners (including Ecopetrol) according to their contractuall y agreed participation 

percentages, which funds are managed in a joint operation exclusive -use bank account.   
 
 

Financial Derivative Instruments  

 
The Company enters into hedging agreements to protect itself from the fluctuations of international crude 
oi l prices  and exchange rates . The difference between amounts paid and income received under hedging 
operations is recognized as financial income or expense in the statements of financial, economic, social 
and environmental activities. 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 higher 
than or equal to A+.  
 
The Company makes periodic evaluations based on the market risk of hedging  operations and, together 

with the Board of Directors and management, determines the need for extension or early termination of 
the subscribed contracts, when the result is ineffective vis -á-vis the hedged items. In the event of 

settlement, the financial a nd contractual effects are recognized in the results of operations.  

 
Investments  

 

The investments are classified as: i) Liquidity Management Investments, ii) Investments for Policy 
Purposes and, iii) Equity Investments.   
 
Liquidity management investments  correspond to resources invested in debt and participatory securities 

with the objective of obtaining profits through short term price fluctuations. Their initial recording 

corresponds to their historical cost and they are updated based upon valuation met hodologies issued by 
the Colombian Finance Superintendenc y.  
 

Policy purpose investments are made up of debt securities of national or foreign entities, acquired in 

compliance with macroeconomic or internal policies of the entity, which include investments  held through 
their maturity date and those available for sale, the former  being those which are kept for at least one 
(1) year , as of the first day on which they were classified for the first time, or when they were 
reclassified.   
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Investments held to m aturity are updated 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 the 
Finance Superintendenc y for tradable  investments.  
 

Equity investments are classified in controlled and uncontrolled entities. Equity investments in controlled 
entities are recognized at their acquisition cost whenever it is less than the ne t book value; otherwise, 
they are recognized at the net book value and the difference between the cost of purchase and the net 

book value corresponds to goodwill. Their values are updated through the equity method, as established 
in Resolution 145 of 2008,  issued by the CGN.   
 

Beginning in 2008, the RCP incorporated the concept of significant influence for the recognition of 
investments in associated entities and established the equity method to update the value of these 
investments.  
 

Significant influenc e is defined as the power that the entity has, regardless if the percentage of ownership 
is less than or equal to 50%, to participate in the setting and overseeing of financing and operational 

policies of another entity for the purpose of obtaining profits  from that entity.   
 
Significant 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.    
 Importa nt transactions between the investor and the associated entity.    
 Exchange  of officers, or  
 Supply of essential technical information.   

 
Equity investments in uncontrolled entities include shares of low or minimum liquidity or without any 

trading and are  recognized at historical cost; their updating arises from the periodic comparison of the 

cost of the investment to its net book value or its value in the stock market.  
 

In accordance with the Technical Standard Related to Assets of the RCP, the investment s made in foreign 
currency should be recognized applying the representative market exchange rate (TRM) of the 

transaction date. The value must be re -expressed periodically based on the TRM. For foreign subsidiaries, 

the equity method should be applied in C olombian pesos, following the translation of the financial 
statements.   
 

 
Receivables and Provisions for Doubtful Accounts  

 
Receivables are recognized at their original amount or at the amount accepted by the debtor, which is 
subject to periodic updating in accordance with current legal provisions or agreed contractual terms.   
 

The provision for doubtful accounts is reviewed and updated periodically in accordance with the aged 
analysis of balances, and the evaluation of the recoverability of individual ac counts. The Company carries 
out the necessary administrative and legal procedures to recover delinquent accounts receivable as well 
as the collection of interest from customers that do not comply with payment policies.  
 
Write -off of accounts and notes rece ivable against the provisions  will only proceed when there is 

reasonable legal or material certainty on the total or partial loss of the incorporated or represented right . 
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Inventories  

 

Inventories include assets extracted, transformed and acquired for any reason, to be sold, intended for 
transformation and consumed in the production process, or as a part of services rendered. Ecopetrol uses 

the perpetual inventory system to account for raw material.  

 

Inventories are recorded at historical costs or at p urchase cost, which includes direct and indirect charges 

incurred to prepare the inventory for sale or production conditions.  
 
This valuation is measured under the weighted average method, considering the following parameters:  
 
Å Crude oil and natural gas i nventories for the Companyôs own production, at production cost.  

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

 

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

Å Work in progres s inventory, at production costs.   

 
Å Raw material inventory, at weighted average cost.   

 

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). Work in process 

inventories are recorded as an expense or are capitalized, depending of their nature. Inventory 

consumptions are charged to the joint venture as expense or property, plant and equipment or natural 
environment properties, as  appropriate.  

 

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

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

 
 

Property, Plant and Equipment and Depreciation  

 
Property, plant and equipment are recorded at the historic cost, adjusted for inflation until 2001, which 

includes financial expenses and exchange differences from forei gn currency financing incurred until the 

asset is placed in service. When an asset is sold or retired, the adjusted cost and accumulated 
depreciation are written off and any gain or loss is recognized in results of operations.  

 

Regular disbursements for ma intenance and repairs are included in expenses. Significant disbursements 
which improve efficiency or extend assetôs useful life are capitalized.  

 

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  

Computers  33.3  
 
 

 
Until 2007, devaluation had been recorded as the lesser value of the revaluations of assets and in e quity 
without effect on the results of the period.  However , in compliance with  RCP instructions , for 2008 

revaluations were reclassified to the equity account known as ñEffect of the Application of the Rules for 
Public Accountingò. Beginning in 2009, devaluation of property, plant and equipment is charged to 
results.  
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Natural and Environmental Resources  

 
The Company applies a method similar to the internationally recognized successful efforts method of 
accounting for investments in exploration and produc tion areas. The acquisition of geological and 

geophysical seismic information is expensed as incurred, before the discovery of proved reserves. 
Acquisition costs are capitalized until the time in which it is determined if exploration drilling was 
successfu l. If exploration drilling results are unsuccessful, all incurred costs are expensed. On the other 
hand, when a project is authorized for development, the accumulated acquisition and exploration costs 
are transferred to the oil investments account.  
 
Capit alized costs include also the cost of assets removal. Asset and liability balances related to asset 

retirement costs are updated annually. Production and support equipment are accounted for on a cost 
basis and are part of the Property, Plant and Equipment subject to depreciation.  
 
The  investments are amortized using the technical units -of -production method on the basis of proved 
developed reserves without royalties by field. The reserves are based on technical studies prepared 
internally by the Companyôs Department of Reservoirs and approved by the Companyôs Reserves 

Committee, which follow estimation methodologies recommended by international organizations of 

specialists in hydrocarbon reserves. Proved reserves consist of estimated quantities of crude oil a nd 
natural gas which geological and engineering data demonstrate with reasonable certainty to be 
recoverable in future years from known reservoirs under existing economic and operating conditions, that 
is, prices and costs as of the date the estimate is ma de.  
 
When a well is declared productive, in compliance with the information provided by the Exploration Vice -

Presidency of Ecopetrol, tangible property (property, plant and equipment) is capitalized and intangible 
assets are recognized as an investment in natural and environmental properties.  
 
When it is determined that a well located in an exploration zone has no proved reserves, it is considered 
a dry or not commercial well and accumulated costs are expensed in the same period this is known. Costs 
incurre d in geology, seismic and similar activities are recorded in the income statement when incurred.   
 
The estimation of hydrocarbon reserves is subject to several uncertainties inherent to the determination 
of the proved reserves, production recovery rates, the timeliness in which investments are made to 

develop the reserves and the degree of maturity of the fields.   

 

The Company recorded as reserves within the account ñnatural and environmental resourcesò the 
contributions of the Nation represented by crude  oil and natural gas reserves deriving from the reversions 

of concessions of oilfield areas in favor of the Nation, given before the effectiveness of Decree 1760 of 
2003.   
 

Since Ecopetrol became an issuer in the Bolsa de Valores de Colombia or BVC and th e NYSE, the 
Company has applied the methodology approved by the SEC (Securities Exchange Commission) for the 

calculation of reserves . Under the SEC methodology the reference price is the WTI crude oil price.  

 
On March 7, 2007, Decree 727 was issued replac ing Decree 2625 of 2000, which includes regulations 
related to reserves valuation and accounting for hydrocarbons reserves of the Nation in the Companyôs 
financial statements. In addition, it orders Ecopetrol to register the value of the hydrocarbons explo ration 
or production rights that it owns. This recording is carried out in memorandum accounts in compliance 
with the opinion issued by the CGN; however, these memorandum accounts are not part of the 

Companyôs balance sheet.  
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Impairment of Long - Lived As sets   

 

At the end of each year, the net value of long - lived assets held and in use is reviewed, including those to 
be dismantled or when circumstances or changes occur indicating that the book value may not be 
recoverable. The recording of provisions usua lly coincides with the formalization of an action plan by 
Ecopetrol, including, among others, the offer of such assets to third parties.   
 

 

Deferred Charges  
 

Deferred charges include deferred income tax, which results from the temporary differences arisi ng due 
to the different ways of determining book profit and taxable income at the end of each period.   
 
It also include the investments made while negotiating the business collaboration contract between 

Ecopetrol and Schlumberger for the purpose of obtain ing incremental production in the Casabe field. Such 
investments are amortized based on the units -of -production of the field.  
 

In addition, they include the costs incurred in the SAP ( Sensor )  project, which are  amortized using the 
straight line method ove r five (5) years.    
 

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

 
Other Assets  

 
Other assets includes goodwill, which corresponds to the difference between the value of purchase of the 
equity investments in controlled entities and their net b ook value, which reflects the economic benefits 
hoped to be achieved from the investment, originating in good name, specialized personnel, reputation of 

privileged credit, prestige due to sale of better products and services, favorable location and expecta tions 
of new businesses, among others.  
 

Goodwill is amortized based on generally accepted methodologies during the term in which the 
investment recovery is expected, which are reviewed and updated annually  based on actual results and 
future projections ap plied to investments.  
 

Intangible assets are all inmaterial goods or with no physical shape, which may be identified and 
controlled and from which use or exploitation future economic benefits or service potential might be 
obtained under reliable monetary m easurement.  
 
Software, licenses, patents, and rights, among others, are recognized as intangibles under the other 
assets heading for their acquisition, development or production cost. Intangible assets are amortized 

during the periods when it is expected t o receive the benefits from the incurred costs and expenses, or 
during the term of the legal or contractual coverage of the granted rights.  
 
 
Advances received from Ecogas to cover Build, Operate, Maintain and Transfer (BOMT) 

obligations   

 
As a result of  the recognition of an account receivable from Ecogas and following specific instructions 
from CGN, the Company recognized as deferred income the net present value of the future payments 

scheme, in connection with Ecopetrol´s liability related to BOMT cont ractors. These liabilities are due in 

2017, the year when the contractual obligations end. Due to the payment of this amount in 2007, the 
corresponding deferred income was recognized as a component of other income.   
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Revaluations  

 
a. Investments  
 

Revalua tions and surplus from revaluations correspond to the difference between the historical cost 
and the intrinsic value or the price quoted on a stock exchange.  

 
b.  Property, Plant and Equipment  

 
Appraisal and appraisal surplus of property, plant and equipme nt 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 Colombian Real Estate Association or by 
suitable technical person nel, respectively.  

 

Following the guidelines established by the CGN under the RCP, the methodology used to appraise 
property, plant and equipment is the current value of the assets in use by going businesses (VAU as 
per its acronym in Spanish) for economi c valuation of assets, considering current facilities condition 

and their useful lives in terms of production capability and ability to generate income.   
 

The appraisal of property, plant, and equipment includes the excess difference between the 

respectiv e appraisal value of these assets and their net book value.  Updating of movable assets is 

not mandatory, which their historic cost, individually considered, is lower than 35 current monthly 
legal minimum wages, neither for property, plant and equipment lo cated in high risk areas.  

 

Financial Obligations  
 

Pursuant to provisions set forth in RCP, public credit operations pertain to any action or contract which, 

under compliance with legal regulations on public credit, are addressed to supply the company with 
resources, goods and services under specific payment terms such as loans, issue and placement of bonds 

and public credit securities, and vendorsô credit. 

 
In regard to loans, public credit operations must be recorded for the actual disbursed amount while b onds 

and securities placed are recorded for their par value.  

 
 

Accounts Payable ï Suppliers  

 

Correspond to obligations incurred by Ecopetrol with third parties in order to comply with its corporate 
purpose.  
 
 

Income Tax  

 

The provision for income tax was  calculated by applying to the accounting profit before taxes an effective 

tax rate determined through the reconciliation of income before income tax  and taxable income as of 

December 31, 2009.  
 

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 liability or asset, respectively, provided that a reasonable expectation exists 

that such differences will reverse and in the case of the deferred tax asset, tha t 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 productive fixed assets equivalent to 40% 

of the effective investm ent carried out during the fiscal year. If such assets are sold, or they are no 

longer used in income producing activity prior to the expiration of their useful lives, the Company must 
reimburse the proportional value of the deduction taken in the income t ax return in the corresponding 

fiscal period in which such fact arises.   

 
 

Labor and Pension Obligations  
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The system for salaries and fringe benefits for Ecopetrol personnel is governed by the Collective Labor 

Agreement 01 of 1977, and in the absence the reof, by the Labor Code. In addition to fringe benefits, 

Ecopetrol employees are entitled to receive additional benefits covered by previous regulations that 
depend 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 qualifying period.   

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

for pension, health care and education plan; it likewise includes pension bonuses for temporary 

employees, active  employees  and voluntary retire ments .  
 

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

Ecopetrol, without the involvement of the Colombian social security entity or institution. The cost of 
health services of the employee and his/her rela tives registered with the Company is determined by 

means of the morbidity table, prepared on the basis of facts occurring during 200 9. Likewise, the 

experience of Ecopetrol is considered for the calculation of educational allowances, based on the annual 

average cost of each business segment, subdivided in accordance with the class of studies: pre -school, 

primary, high school and university.  

 

For employees who joined the Company as of the effectiveness of Law 50 of 1990, the Company makes 

periodic contribut ions for severance, pensions and labor related injuries to the respective funds that 
assume all these obligations. Likewise, Law 797 of January 29 of 2003 determined that 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 for transfer (ñcommutationò) of the 

corresponding liabi lity was approved by the Ministry of Social Protection on December 29, 2008, the 

Company as of December 31, 2008 transferred (ñcommutedò) the amounts corresponding to its pension 
liabilities, to autonomous pension trust funds (PAP).  

 

The amount transferre d as of December 31, 2008 was $10,092,528 million, which also implied removing 

the pension trust fund assets and their corresponding pension liabilities for the same amount from the 

balance sheet and transferring them to the memorandum accounts.  

 
The trans ferred funds, as well as their earnings, cannot change their destination nor be restored to the 

Company until all the pension obligations have been fulfilled.  

 
The transferred liabilities correspond only to the pension obligations; those relating to health  care and 

education services remain Ecopetrolôs direct obligations.  

 
 

Purchase of Hydrocarbons  

 
The Company purchases hydrocarbons that the ANH receives from all the production in Colombia, at 
prices established according to section four of Law 756 of 20 02 and Resolution 18 -1709 of 2003 of the 
Ministry of Mines and Energy, considering the international prices of reference.   

 

Additionally, it purchases hydrocarbons both from partners as well as from other producers in Colombia 
and abroad to meet the needs  and operating plans of the Company.  
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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, in come is recognized 

when products are shipped by the refinery; subsequently, they are adjusted in accordance with the 
volumes actually delivered. Income from transportation services is recognized when products are 

transported and delivered to the buyer in a ccordance with sale terms. In other cases, income is 

recognized 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 followi ng prudence 
and realization principles.  

 

Starting March 2007, subsidies for gasoline and diesel are granted by the Nation to refiners such as 
Ecopetrol, as provided in Law 1111 of 2006 (Budgets Law). Income from said subsidies corresponds to 
the difference  between the regulated price and the international parity price and was recorded by the 
Company in 2008 in accordance with the Ministry of Mines and Energy Resolution No. 181496 of 

September 2008, which replaced resolution 180414 of March 2007. Under the n ew resolution, interest 
income relating to these subsidies was recorded for 2008. In addition, in 2008, both the value of and 
interest on the subsidies were calculated in US dollars, generating a net gain due to the difference in the 

Colombian peso/US doll ar exchange rate. Furthermore, Resolution 182439 and Decree 4839 of December 
2008 established the procedure for the recognition of the subsidies when amount is negative (negative 
value existing between the parity price and the regulated price).  
 
In 2009, the subsidy and related interest income will again be calculated in Colombian pesos, including 

the recognition of the interest relating to these subsidies.   

 
 

Costs of Sale and Expenses  
 

Costs are recognized at their historic value both for goods purchase d for sale and for accrued production 
costs of goods produced and services rendered. Costs are disclosed according to the operation which 

generates them.  

 
Expenses correspond to amounts required for the development of the ordinary activity and include thos e 

caused by extraordinary events. Expenses are disclosed in accordance with their nature and the 

occurrence of extraordinary events.   

 

Costs and expenses 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.   
 

 

Abandonment of Fields  
 

The Company recognizes the liability for future environmental obligations and its corresponding entry is 
capitalized as a greater value of natural and environmental resources  assets . 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 t he technical units -of -production method 

based on proved developed reserves. Changes resulting from new estimates of the liability for 
abandonment and environmental restoration are capitalized to the respective asset. The related liability is 
estimated in f oreign currency and is adjusted for exchange difference at the end of each year  as 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 association contracts Casanare, Cravo 
Norte, Guajira and Cravo Norte Pipeline; however, to the extent that activities are generated which are 
related to abandonment, these will be covered by the Company.  
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Accounting for Contingencies  

 
As of the date the unconsolidated financial statements are issued, conditions that result in losses for the 
Company  might exist, which wil l only be known if future specific circumstances arise. Management, the 
legal Vice Presidency and  legal counsel evaluate these situations based on their nature, the likelihood 
that they will materialize, and the amounts involved, to decide on any changes t o the amounts accrued 
and/or disclosed. This analysis includes current legal proceedings against the Company.  
 

After the change to RCP in 2007, the Company began adjusting the methodology used to evaluate its 
legal proceedings and any contingent liability  there under.  Such methodology was completed in 2008 
and is based on the credit system of the Nation, which is used by the Ministry of the Interior and of 

Justice.  Up to October 31, 2008, Ecopetrol recognized its legal proceedings under the methodology i t had 
used in the past, however, the new methodology was applied at December 31, 2008.  
 

 

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.   
 
 
Net Income per Share   
 

Net income per share is calculated on the weighted average of outstanding shares of the Company during 
the year.    
 
 
Memorandum Accounts  
 

These a ccounts represent facts or circumstances from which rights or obligations could derive and affect 

the company . However, Memorandum Accounts are not included in the Companyôs Balance Sheet. 
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2.  ASSETS AND LIABILITIES DEN OMINATED IN FOREIGN CURRENCY  

 

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

 

As of December 31, 2009 and 2008, the unconsolidated financial stat ements of Ecopetrol included the 
following assets and liabilities denominated in foreign currency (which are translated into Colombian 

pesos at the closing exchange rates  of  $2, 044.23  and  $2,243.59  for US$1, respectively) . 

 
 December  2009  December  20 08  

 
Thousands of 
US$ dollars  

Equivalent 
millions of COP  

Thousands of 
US$ dollars  

Equivalent 
millions of COP   

Assets:      

Cash and cash equivalents  826,811  1,690,192  1,405,662  3,153,729  

Investments  3,634,751  7,430,266  4,240,041  9,512,914  

Accounts and no tes receivables  1,157,090  2,365,357  1,900,015  4,262,856  

Advances and deposits  48,225  98,584  96,855  217,303  

Other assets        20,050         40,986  _____ ____  _____ _____  

 5,686,927  11,625,385  7,642,573  17,146,802  

Liabilities:      

Financial obligations  1,549,880  3,168,312     -        -     

Estimated liabilities and provisions  1,360,633  2,781,447      907,591    2,036,262  

Accounts payables and related 
parties  

655,462  1,339,915  319,412  716,627  

Other liabilities      487,610        996,786      557,268     1,250, 281  

     

 4,053,585  8,286,460  1,784,271  4,003,170  

     

 Net Asset Position  1,633,342  3,338,925  5,858,302  13,143,632  
 

 
3.  CASH AND CASH EQUIVALENTS  

 

 2009  2008  

Special funds (1)  1,690,695  701,517  

Banks and saving entities (2)  595,996  1,168,330  

Cash and revolving funds             305             399  

 2,286,996  1,870,246  
 
(1)  Includes investments in overnight  operations  $34 (2008 -  $4,597)  and  savings in special funds in 

local and foreign currencies  $1,690,661 (2008 -  $696,920). Variation obeys to higher  liquidity needs 

aim ed to support new business opportunities during the first quarter of the year.  
 

(2)  Includes  $37,558 from deposits received from partners exclusively destined for use in joint 

operations.   

 

 

Cash restrictions  in banks and saving entities  
 

Payment made by Ecopetrol S.A. to the Neuro Science Center of Cuba for US$98,447 is currently 

withheld by the ABN bank, Miami Agency, (Now Banco Itau Internacional) as part of the embargo of the 
United States of America to Cuba following OFAC (Office of Fo reign Assets Control) regulations.  
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4.  INVESTMENTS  
 

 2009  2008  

Current    

Fixed yield    

 Investment Funds administered by third parties  (1)  197,485  2,077,218  

 Bonds issued by the Colombian Government  126,375  224,053  

 Bonds and securities of priva te or foreign entities   (1)  60,330  1,099,487  

 Hedge instruments  139  -  

 Time deposits  -  5,038  

 Trust Funds  -  326,941  

 Treasury Securities ï TES -  6,970  

 Specific destination Funds ï Legal Contingencies           -        10,212  

 Total Current  384,329  3,749,919  

   

Long Term    

Variable yield -  Shares (3)  7,154,876  5,016,722  

Fixed yield    

 Bonds and securities of foreign entities  1,834,779  5,094,596  

 Bonds issued by the Colombian Government  602,039  754,054  

 Fund for legal contingences  380,463  378, 461  

 Treasury Securities -  TES 94,252  56,529  

 Other investment s (2)         21,584                 -  

   

 Total Long term  10,087,993  11,300,362  

 
(1)  Balance includes funds received from a subordin ate  company for delegated management. During 2009 

an amount of US$839  million was collected from deposits in t hree  investment funds which have been 
destined to work capital and new acquisitions  of the company . 

 

(2)  Correspond s to the remaining resources derived from the production of the Teca Field  ï Cocorná 

Association C ontract, which are currently held in trust waiting for the decision of the Arbitration Court 

on the continuity of the association contract with Mansarovar Energy Colombia LTD. (See not e 31).  

 
(3)  A summary of long - term investments in securities of variable yie ld  as of December 31, 2009 , valued 

under the cost method, is set forth below :  

 

 

Number of 
shares 

and/or 

quotas  
Participation 
percentage  

Valuation 
date  Historical Cost  

Intrinsic  
Market Value  

Revaluations  
(provisions)  

NON STRATEGIC        

Empresa de Energía de Bogotá  6,310,980  7.35  Nov -20 09  169,421  503,027  333,606  

Interconexión Eléctrica S.A  58,925,480  5.48  Dec-20 09     69,549  764,853  695,304  

Total non - strategic     238,970  1, 267,880  1,028,910  
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A summary of variable yield long - term inves tments, valued under the equity method, is set forth below :  

 

STRATEGIC  

Number of 
shares and/or 

quotas  

Participation 

percentage  

Valuation 

date  

Historical 

Cost  

Adjusted 

cost  

Equity 
method 

effect  

      

Significant influence       

Invercolsa S.A ( 12 )  889,410 ,047  31.76  Nov -20 09  60,282  148,844  88,562  

Serviport S. A.  53,714,116  49.00  Nov -2009  2,081  7,433  5,352  

Ecodiesel Colombia S. A.  7,750,000,000  50.00  Nov -2009  7,750  7,921  171  

Offshore International Group ( 6)  250  50.00  Dec-2009  404,664  363,199  (40,465 )         

Total      474,777   527,397    53,620  

Controlled entities  Subsidiaries        

Sociedad Refinería de Cartagena S. A. 

(10)  
979,999  49.00  Dec-2009  239,271  1, 212 ,147  972,876  

Black Gold Re Ltd.  120,000  100  Dec-2009  184,079  225,267  41,189  

Ecopetrol del Perú S. A. (1)  53,302,939  99.99  Dec-2009  112,243  70,778  (41,465)  

Ecopetrol Oleo é Gás do Brasil Ltda. (2)  142,570,781  99.99  Dec-2009  160,672  20,412  (140,260)  

Ecopetrol America Inc. (3)  1 0,20  Dec-2009  309,080  2,473  (306,606)  

Polipropileno del Caribe S.  A.  206,910,325  49.90  Dec-2009  259,699  313,668  53,969  

Andean Chemicals Limited (4)  30,029,494  100  Dec-2009  346,854  524,109  177,255  

ODL Finance S. A. (5)  65  65.00  Dec-2009  252,376  274,154  21,778  

Oleoducto Central S. A. ( 7)  1,820,824  35.29  Dec-2009  396, 021  603,444  207,423  

Ecopetrol Transportation Company (7)  146,240,313  100  Dec-2009  461,810  482,298  20,488  

Oleoducto de Colombia S. A.  (11)  15,925  43.85  Dec-2009  181,569  124,736  (56,833)  

Ecopetrol Global Energy S.L.U.  (8)  1,004,000  100  Dec-2009  1,306,143  1,242,397  (63,746)  

Hocol Petroleum Limited ( 9)  12,000  100  Dec-2009     1,020,378     1,292,624       272,246  

Total     5,230,195  6,388,509  1,158,314  

 

In accordance with the RCP, Ecopetrolôs investments in associated companies in which it has significant 
inf luence are valued under the equity method . Significant influence is defined as the power that the entity 
has, regardless if the percentage of ownership is less than or equal to 50%, to participate in the setting 

and overseeing of financing and operational policies of another entity for the purpose of obtaining profits 
from that entity.  
 

(1)  Ecopetrol del Perú S.A.  
 

In March 2009  Ecopetrol del Perú S.A entered into two agreements for the exploration and 
production of blocks 110 and 117 in association with  Petro bras Energía del Perú S.A and  Talisman 
Energy, respectiv ely, which are currently in exploratory phase.  
 
Likewise, on April 16 it was agreed to participate on Block 158 with Talisman Energy.  Further on, 

in June 2009, Ecopetrol Peru resigned to Block 90 wh ich was operated by Repsol.  
 
(2)  Ecopetrol Oleo e Gas do Brasil Ltda  

 
In April 2009, Ecopetrol S. A. through its Brazilian subsidiary, Ecopetrol Oleo E Gas do Brasil Ltda., 
was granted the approval by the ANP (Agencia Nacional del Petróleo del Brasil) to rec eive  50% of 

its participation in Anadarko on Concession BM -C-29 . 

 
Concession BM -C-29 is located offshore in Campos basin and was awarded in Brazilôs sixth round. 
Currently it is under exploration phase, as well as blocks CM-202 and  BMES-29. During 2009 
102 ,000 Kms of 2D  Regional seismic  were acquired directly by Ecopetrol Oleo e Gas do Brasil Ltda 
from  WesternGeco and 249 Kms of 2D seismic in  blo ck BM-C-29 were acquired in association with 
Anadarko . 
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(3)  Ecopetrol America Inc.  

 
During  2009 the company has cons olidated its exploration plans in the Gulf of Mexico (GoM) 
through its associations with Eni S.p.A and  Statoil  Hydro.  Seismic acquired in the GoM dur ing 2009 
totaled 2,683 Km2 (4,561 equivalent Km) which correspond to the execution as of December 31 of 

th e seismic acquisition made with PGS under the participation agreement that Ecopetrol has with 
BP. In addition 20,400 Km2 of multi -client seismic were acquired to Western, TGS, CGG Veritas 
and  PGS.  
 
Two development wells were drilled in the K2 field , in wh ich the company has a 9.20% 
participation, increasing the production wells to 5. As of December 31, 2009 the 1P net reserves 

(Proven Developed Reserves + Proven Not Developed Reserves) are 5.84 Mbls Eq.  
 
In June 2009, as part of the reorganization process of its foreign subsidiaries, Ecopetrol transferred 
to its subsidiary Ecopetrol Global Energy SLU its  participation in  Ecopetrol America Inc. in the 
amount of  US$610,1 mill ion (EUR 445,7 mill ion).  
 

At present Ecopetrol S.A. owns a direct share of  0.20% in Ecopetrol America Inc.  

 
In regard to international exploration, Ecopetrol continued its expansion activity in the GoM making 
part of the bidding round for 208 Lease -Sale obtaining 15 blocks at 100% and 7 blocks in 
association with Repsol for a total area of  50,688 hectares . 
 
At present Krakatoa  well is under drilling stage. Results are not available yet.  

 
(4)  Andean Chemicals Limited  
 

In May 2009 Andean a cqui red 51% of the company Refinería de Cartagena S.A. for an amount of 

US$549 mill ion , whose main economic activity is the c onstruction and operation of refineries, 
refining of hydrocarbons, production, sale and distribution of crude oil, natural gas and by -

products.  After assessment of the criteria parameters defined for price adjustments, a reduction in 

the p urchase value was determined in amount of US $4 million, hence, final negotiation value was 
of US$545 million.  

 

(5)  ODL Finance  

 
In July 2008, Ecopetrol participated in the incorporation of ODL Finance . Ecopetrol owns 65% of 

ODL Financeôs subscribed capital.  ODL Finance is the parent company of Oleoducto de los Llanos 

Orientales S.A., whose main offices are in Panama and who has a branch office in Colombia  that 
owns the Rubiales -  Monterrey pipeline and is in charge of carrying crude oil from the areas 

include d in the Pirirí association contract and the Rubiales risk participation contract.  

 
On October 27, 2009 a  reduction in capital of US$45,1 million was authorized by the General 

Shareholders  meeting , and as consequence Ecopetrol S.A. received the amount corr esponding to 

its participation. On the other hand, in this month ODL Finance carried on a securitization process 
in amount of  $500,000.  

 

The Llanos Orientales pipeline was launched and started operation on September 14 with a length 
of 235 kilometers and a n initial capacity of sixty thousand barrels per day, which will be increased 

to 160 thousand barrels per day. Investments made reached a total of US$530 million and US$30 

million in financial expenses.  
 

(6)  Offshore Internation al Group  

 
In February 2009, Ecop etrol  S.A.  in association  with the Korea National Oil Corporation -  KNOC 

acquired a 100% stake (50% for each participating company) in Offshore International Group Inc. 

(OIG) for a total purchase price of $2,453,316 ( US$992 million ) . The transaction genera ted a 
goodwill of $ 821,994 . The purchase price is subject to the adjustments which may arise as 

described in section 2.2 of the purchase contract.  
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OIG is the U.S. parent of Petrotech Peruana S.A.  Petro -Tech Peruana S.A. is a company whose 
economic activ ity is the exploration, production and processing of hydrocarbons in Perú.   

 

(7)  Oleoducto Central S.A. and Ecopetrol Transportation Company (ETC)   
 

In March 2009, Ecopetrol entered into a direct agreement with the Canadian company Enbridge 
Inc. pursuant to wh ich Ecopetrol acquired 100% of its stake in OCENSA, equivalent to 24.71%, for 
the purchase price of $998,903 ( US$417.8 million ) . This transaction generated a goodwill of 
$537,093.   

 
This operation was accomplished through the acquisition of 100% of two for eign companies : IPL 
Colombia, located in the Cayman Islands, whose participation in O CENSA was equal to 17.5%, and 
IPL Bermuda, located in Bermuda, whose participation in O CENSA was 7.21%. and who was wholly 
owned by IPL Colombia.  Once these companies wer e purchased, their corporate names were 
changed to Ecopetrol Transportation Company (ETC) and Ecopetrol Pipeline s International Ltd. 

(EPI), respectively.  
 
Through this operation Ecopetrol increased  the Companyôs ownership of OCENSA from 35. 29 % to 

60% , henc e now Ecopetrol has control over OCENSA and over Ecopetrol Transportation Company 
(ETC) and  Ecopetrol Pipelines International Ltd. (EPI).  

 

(8)  Ecopetrol Global Energy  S.L.U.  
 

In March 2009, the Company incorporated Ecopetrol Global Energy in Spain with an equi ty of 

ɩ4,000 Euros, which was subsequently increased in ɩ1 mill ion Euros during  2009. The purpose of 
Ecopetrol Global Energy is to hold and manage Ecopetrolôs investments abroad. Its participation in 

Ecopetrol America Inc. is equal to 99,80%  

 
(9)  Hocol Petro leum Ltd.  

 

In May 27, 2009  Ecopetrol S.A. acquired Hocol Petroleum Ltd. located in Bermuda  which  has two 
subsidiaries in Colombia (Hocol S.A. and  Hocol Cayman Inc.) . Transaction was made for an amount 

of  US$742,1 mill ion  represented in US$580 mill ion as fi rmôs value and US$1 62,1 mill ion  as work 

capital . Its business  activity is the development of exploration and exploitation of crude oil and gas 

through association and concession agreements signed with Ecopetrol S.A.  and with the National 

Hydrocarbon Agency  (ANH) . The a cquired company owns 21.72% of Oleoducto de Colombia S. A. 

and 36.12% of Oleoducto del Alto Magdalena (OAM).  
 

(10)  Refinerí a de Cartagena S.A.  

 

On May 2009 Ecopetrol acquired, through its subsidiary Andean Chemicals Ltd., the 51% share 
owned by Glen core International A.G. for an amount of  US$545 mill ion becoming, therefore, direct 
and indirect owner of the 100% of the company and thus, ensuring continuity of the expansion and 

modernization Project of the refinery.  
 

(11)  Oleoducto de Colombia S.A. (ODC)  

 

On July 10, 1989 the company Oleoducto de Colombia S.A. (ODC as per its acronym in Spanish) 
was established as a mixed economy corporation, indirectly related to the National Order and ruled 

by private law.  As a consequence of Hocol S.A. acquisition, on M ay 27 of 2009, Ecopetrolôs 

participation in ODC increased from 43,85% to 65,57%, thus becoming the principal shareholder.  
 

 

Restrictions over variable income long - term investments :  
 

(12)  By Judgment of February 8, 2007, issued by the 28th Bogota Civil Court, Mr. Fernando Londoño 

was required to return the shares that he acquired from  Inversiones de Gases de Colombia S.A. 
(Invercolsa), as well as the amount of dividends paid for them.  Judgment was appealed and at 

present the civil lawsuit is set for decision a t the High Court of Justice (Civil Court) for second 

instance sentence . 
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In addition, in reviewing a popular legal action filed by two citizens, the Council of State ruled in 
favor of Ecopetrol and ordered the return of the shares and its dividends to Ecop etrol, decision 

which was object of a writ for constitutional action. Revision of the writ of constitutional sentence 
by the Constitutional Court confirmed the decision of the Council of State in regard to Mr. Londoño, 
but rendered ineffective what relates  to returning Ecopetrol the dividends gained by AFIB until 
there is a judgment of the civil jurisdiction.  
 
On September 10, 2009, the Administrative Court of Cundinamarca required the legal 

representative of INVERCOLSA to  cancel the collateral warranty act ing on some stock in favor of 

AFIB.  Although above action was accomplished, registry of stock on behalf of ECOPETROL is 
pending on the final decision of the 27 th  Civil Court of Bogotá to lift the seizure acting on them.  

 

 
The balances as of December 31, 2009 of Ecopetrolôs subsidiaries is set forth below: 

 

Company  
Assets  Liabilities  Equity  

Results of the 
period  

Black Gold Re Ltd  230,652  5,384  225,268  14,705  

Ecopetrol Oleo é Gas do Brasil Ltda.  31,340  10,928  20,412  (139,743)  

Ecopetrol del Perú S. A.  81, 228  10,450  70,778  (3,347)  

Andean Chemicals Limited  1,717,785  1,193,676  524,109  (65,597)  

ODL Finance S. A.  1,381,021  959,245  421,776  12,419  

Hocol Petroleum Limited  1,901,317  608,693  1,292,624  330,590  

Ecopetrol Transportation Company  509,716  27,418  482 ,298  634  

Ecopetrol Global Energy  1,242,406  8 1,242,398  (316,887)  
 

 

The balances as of December 31, 2008 of Ecopetrolôs subsidiaries is set forth below: 
 

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 Perú S. A.  25,588  6,103  19,485  (43,333)  

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

ODL Finance S. A.  680,004  3,376  676,628  186  
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The economic activity and the net results for the  years  ended December 31 of  2009 and December 31, 

2008, for entities in which Ecopetrol has investments is set forth below :  
 

Company  Economic Activity  

Ne t result 
December  

2009  

Net result 
December 

2008  

Interconexión Eléctrica 
S. A. (1)  

Operation, maintenance, transmission and sale 
of electrical power.  

371,996  179,495  

Empresa de Energía de 
Bogotá S. A. E.S.P (1)  

Electrical energy power transmission  786,888  230,756  

Sociedad Refinería de 
Cartagena S. A. (2)  

Refining, production, sale and distribution of 
hydrocarbons . 

(127,854)  9,478  

Oleoducto Central S. A. 

-  Ocensa  

Transportation of crude oil through pipelines . -   47,821  

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

including activities inherent to the industry and 

commerce of hydrocarbons and mining . 

71,903  111,773  

Oleoducto de Colombia 
S. A (2)  

Transportation of crude oil through pipelines.  (22,027)  (23,862)  

Serviport S. A. (1)  Provision o f support services for loading and 
unloading of crude oil ships, supply of 
equipment for the same purpose, load 

inspections and measurements.  

941  (500)  

Ecodiesel Colombia S. 

A. (1)  

Production , sale and distribution of bi o- fuels and 

oleo -chemicals.  

336  76  

Black Gold & Re Ltd.  Reinsur anc e company of Ecopetrol and its 

subsidiaries . 

14,705  18,515  

Polipropileno del Caribe 

S. A. (2)  

Production and sale of polypropylene resin.  47,711  53,346  

Ecopetrol Oleo é Gas 

do Brasil Ltda. (2)  

Exploration  and production  of hydrocarbons.  (139,743)  (1,907)  

Ecopetrol América Inc. 

(2) (3)  

Exploration and production of hydrocarbons.  (318,609)  (243,317)  

Ecopetrol del Perú S.A. 

(2)  

Exploration and production of hydrocarbons.  (3,347)  (43,333)  

ODL-  Finance  Transportation of crude oil through pipelines.  12,419  186  

Andean Chemicals 

Limited  

Investment Vehicle.  (65,597)  8,255  

Hocol Petroleum 

Limited  

Exploration and production of hydrocarbons . 330,590  -   

Offshore International 

Group (2) (3)  

Exploration, development, producti on  and 

processing of hydrocarbons . 

69,845  -      

Ecopetrol 
Transportation 
Company  

Investment Vehicle.  634  -      

Ecopetrol Global 
Energy  

Investment Vehicle  in Spain . (316,887)  -      

 

(1)  Information as of November , 2009  
(2)  Preliminary i nformation as of December , 200 9  

(3)  Calculated based on the average market exchange rate (TRM)  
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The classification of treasury investments depends on the use of the funds, their destination and 

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

 
A summary of long - term fixed yield investments as of December 31 , 2009 is set forth below :   
 

Maturity  1 -  3 Years  3 -  5 Years  > 5 Years  Total  
Private Bonds  592              -                - 592  

Bonds and securities of foreign entities  1,681 ,001  101,843  51,343  1,834,187  
Bonds issued by the Colombian 

Government  
311,367  290,672  - 602,039  

Treasury Securities ï TES 36,149  45,905  12,198  94,252  
Fund for legal contingencies      82,811    139,009     180,227      402,047  

 2,111,920  577,429  243,768  2,933,117  
 
 
A summary of long - term fixed yield investments at December 31, 2008 is set forth below  

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

Private Bonds  4,145,510  757,805  191,281  5,094,596  
Bonds and securities issued by the 
Colombian Governmen t  

144,180  442,297  167,577  754,054  

Treasury Securities ï TES 31,317  13,863  11,349  56,529  
Fund for legal contingences      131,250      159,726     87,485      378,461  

 4,452,257  1,373,691  457,692  6,283,640  

 
 
5.   ACCOUNTS AND NOTES RECEIVABLES  

 

 2009  2008  

Cu rrent portion  
  

 Customer s:  

     Local   386,857  414,422  

     Foreign  1,019,698  311,914  

    Related Parties (See Note 15)  427,072  238,370  

                                                                                                                                               

Price differential to be received from the Ministry of                
Mines and Energy ( 1)  

263,513  3,970,115  

 Other debtors  244,663  274,294  

 Reimbursements and investment yields ( 2)  98,786  111,977  

 Associations contracts ï Joint operations  69,451  52,821  

 Doubtful accounts  61,964  32,854  

 Accounts receivable from employees  14,324  29,780  

 Notes receivables  13,168  22,680  

 Industrial service customers          12,719        17,046  

Total  2,612,215  5,476,273  

 Less:  allowance  for doubtful accounts       (61,964 )       (32,854 )  

Total current portion  2,550,251  5,443,419  

Long - term portion    

 Loans to related parties ( 3)  1,105,928  -  

 Cavipetrol ï Loans to employees ( 4)  204,647  148,133  

 Credit portfolio ( 5)  31,472  41,010  

 Othe rs          11,888          3,992  

Total long - term portion     1,353,935     193,135  
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The aging determination and classification of customerôs accounts receivable as of December 31 , 2009, 

pursuant to maturity is set forth below:  
 

 Maturity in days  

 
0 -  180  181 -  360  More than  361*  

Current accounts receivable  1,316,778        -           -      

Past Due accounts receivable      89,777          -        1,425  

 1,406,555        -        1,425  

Local customers  386,857        -        1,425  

Foreign customers   1,019,69 8       -           -      

 1,406,555        -        1,425  
 

The aging determination and classification of customerôs accounts receivable as of December 31, 2008, 

pursuant to maturity is set forth below:  
 

 Maturity in days  

 
0 -  180  181 -  360  More than 361*  

Current accounts receivable  678,811        -           -      

Past Due accounts receivable    47,525        -        1,507  

 726,336        -        1,507  

Local customers  414,422        -        1,507  

Foreign customers  311,914        -                -  

 726,336        -        1,507  
 

*  Customers receivables included in doubtful accounts.  
 

The movement of the provision for doubtful accounts is the following:  

 

 2009  2008  

Initial balance  32,854  28,665  

 Additions (New provisions)  33,334  2,275  

 Adjustments to existin g provisions  (3,445)  2,319  

 Recoveries     (779)     (405)  

Ending balance   61,964   32,854  
 

 

(1)  I nclu des accounts receivable from the Ministry of Mines and Energy for a total amount of $263,513 
regarding the recognition of the regular motor gasoline and Diese l price differential and the 

opportunity cost . During  the year payments in amount of $4,105,909  were received corresponding 
to the opportunity cost and price differential of the regular motor gasoline and Diesel for year  
200 8. The opportunity cost accrued  for 2009 totals  $235,704 . 

 
(2)  Made up  by dividends receivable from  Interconexión Eléctrica S. A.  ï ISA in amount of $2,117  and 

from return and yield of investments receivable  in amount of $96,669 . 
 

(3)  Made up  by the loan granted to the subsidiary Andean Chemical s Limited for the acquisition  to 
Glencore International A.G.  of the 51% of the share participation in Refinería de Cartagena S.A.,  in 
amount of US$541 mill ion  negotiated at an annual interest rate of 9.8% and five years term . 

 
(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 de tail by 
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employee of said loans and their respective conditions.  
 

The future collections of accounts receivable from Cavipetrol, as of December 31, 2009 are, as 

follows :  
 

Year  Amount  

2010  25,488  

2011  27,782  

2012  30,282  

2013  33,008  

201 4 and following     88,087  

 204,647  

 

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

 
(5)  A summary of the recovery of the long - term credit portfolio for each of the following five years is 

included hereinafter:  

 

Applicable interest rate  

Year 1  Year 2  Year 3  Year 4  Year 5  

More than 
5 years  

Dec-10 to 

Nov -11  

Dec-11 to 

Nov -12  

Dec-12 to 

Nov -13  

Dec-13 to 

Nov -14  

Dec-14 to 

Nov -15  

DTF previous month  87  14  -  -  -       -      

CPI + 6  9 19  19  5 -       -      

CPI + 6  46  61  61  49  -       -      

CPI 37 18  18  18  19  79  

ECP opportunity rate -Bank 

Average  285  -  -  -  -       -      

DTF + 6 points  10  -  -  -  -       -      

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

6,500  13,000  6,500  -  -        -      

DTF + 6.25% T.A. percent 

points in its equ ivalent to E.A, 
starting on March 30, 2011   

 3,300        -          -     -     -            

Total annual recovery  10,274  13,112  6,598  72  19       79  

Total       30,154  

 

DTF:  Average of interest rates for fixed term deposits, promulgated by the Superintende nce of 
Finance.  

CPI:  Consumer Price Index, as indicated by the Colombian Government  

ECP: Ecopetrol  

EA:  Effective Annual Rate  
 

Additionally, it includes $1, 318  corresponding to the benefits granted through housing loans to the 

employees of the Asociació n Guajira and Asociación Las Monas . 
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6.  INVENTORIES  

 

 2009  2008  

Finished Products:         1,111,894   

 Crude Oil  747,666  602,210  

 Fuels  444,880  465,388  

 Petrochemicals  37,699  27,631  

 Natural gas  -  41  

Purchased Products:   197,01  

 Fuel  84,190  132, 295  

 Crude oil  23,212  35,568  

 Petrochemicals  3,086  29,147  

Raw Materials:   96,97  

 Crude oil  102,968  96,970  

In process Products:   203,526  

 Fuels  270,452  203,328  

 Petrochemicals  8,110  3,045  

Materials for the production of assets  14,446  9,907  

In tr ansit materials         1,814          5,922  

Total  1,738,523   1,611,452  

Less:  provision  for  inventories      (31,328 )     (127,464 )  

Total  1, 707,195   1,483,988  
 

 

The movement of the  provision for inventories is  the following :  

 
 

 
2009  2008  

Initial balanc e 127,464  80,971  

 (Decrease) increase of provision  (96,136 )     46,493  

Ending balance  31,328  127,464  
 
 

7.  ADVANCES AND DEPOSITS  

 
 

 
2009  2008  

Short term    

 Official Entities (1)  2,119,277  1,421,621  

 Partners in joint operations (2)  472,305   552,958  

 Agreements (3)  19,364   16,880  

 Advances to contractors  17,637   17,950  

 Related parties (See Note 15)  10,003    2,528  

 Custom agents  12,442   14,484  

 Advances to suppliers  -   2,786  

 Advances to employees          754             715  

Total short te rm  2,651,782  2,029,922  

Long - term    

 Advances and deposits      242,582      214,527  

Total  2,894,364  2,244,449  

 
(1)  As of  December  31,  2009 and 2008 includes transactions with the Tax and Customs National 

Administration -  DIAN for advance income tax for 2 00 9 in the amount of  $1, 658,186 (2008 -  
$922,950) , self withholdings, and others in  the amount of $461,091  (2008 -  $498,671) . 
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(2)  Joint Operations :  
 

 

 
2009  2008  

Contracts in which Ecopetrol is not the operator:    

    BP Exploration Company Colombia  25,845  112,230  

    Meta Petroleum Ltd.  73,450  80,092  

    Mansarovar Energy Colombia Ltd.  3,712  48,579  

    Occidental Andina LLC  21,386  36,996  

    Petrobras Colombia Limited  33,877  31,438  

    Occidental de Colombia Inc.  10,864  16,997  

    BHP Billiton Petroleu m Colombia  5,111  9,129  

    Hocol S.A.  -  7,370  

    Petrobras Internacional Braspetro B.V.  5,042  3,716  

    CEPSA Colombia S.A.  7,258  2,228  

    Perenco Colombia Limited  1,262  1,770  

    Kappa Resources Colombia Ltd.  1,694  1,199  

    Chevron Texaco Petro leum Company  76,693  -         

    Other operations  61,253  64,961  

Contracts in which Ecopetrol is the operator:    

    Oleoducto Caño Limón  55,931  120,797  

    La Cira  51,415  8,303  

    Tibu  4,120  3,087  

    CRC 2004 ï 01  1,559  730  

    JOA Caño Sur  6,135  200  

    JOA Platanillo  -   22  

    Shared risk Catleya  706  20  

    Other operations     24,992       3,094  

Total  4 7 2,30 5  552,958  
 

(3)  Represents the amounts delivered to personnel as advances under the personnel educational 

plan . 

 

 
8. PREPAID EXPENSES  

 

 
2009  2 008  

Insurance  (1)  13,242  9,254  

Other s (2)     2,698      492  

Total  15,940  9,746  
 

(1)  Contracted insurances are effective until April,  20 10  and comprise : i) Operati ng  in an amount of 
$39,025  and an amortization as of December 31 , 200 9 of  $27,127 , and  ii) admi nistrative in an  

amount of $5, 525  and an amortization to the same date of $4,181 . 

 
(2)  Corresponds to amounts  for  purchase and maintenance of the vehicles assigned to top officers of 

Ecopetrol through leasing, which are  handled through contract No. 5201716 by Cavipetrol . 
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9.  PROPERTY, PLANT AND EQUIPMENT, NET  

 

 
2009  2008  

Plant and equipment  10,983,805  10,527,694  

Construction in progress  (1)  5,028,871  2,961,509  

Pipelines, networks and lines  4,830,087  4,021,402  

Buildings  1,998,126  1,183,741  

Equipment on depos it and in transit  1,217,613  937,116  

Transportation equipment and other fixed assets  300,801  280,681  

Computer equipment  287,102  278,549  

Land          106,630           69,015  

Total  24,753,035  20,259,707  

Less -  Accumulated depreciation  (12, 559,072 )  (11,96 4,756)  

Provision  for property, plant and equipment (2)    (497,042 )    (1,092,688 )  

Total    11,696,921    7,702,263  
 

(1)  The most representative amounts correspond to infrastructure projects such as the 

Barrancabermeja ôs Refinery modernization project and fuel  hydro treatment plant ; drilling projects 
of the Apiay, Suria and Reforma wells ï Direct Operation; drilling project of the Santiago de las 

Atalayas well ï Joint  Operation; start -up of the injection plants of Isla IV in the Mid Magdalena ; 

construction of t he Chichimene Station;  construction of the naphtha  pipeline Mansilla ï Tocancipá , 
and the physical infrastructure adaptation project of Ecopetrol ôs premises. 

 

As a result of the utilization of the syndicated loan to finance diverse investment projects, $10 0,299  
relative to net income and financial expenses were capitalized.  

 
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 longe r in operating conditions.  A 
5% general average of the cost is applied, according to oil industry practice.  This criterion 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 for their retirement.  The assets are 
depreciated at 100% of their historical cost adjusted by inflation.  

 

(2)  The changes on  property, plant and equipment provision as a result of the technical appraisal 
performed  during 2009 are as follows:   

 

  

Initial balance  1,092,688  

Additions  141,668  

Adjustments to existing provisions   (714,205)  

Recoveries      (23,109 )  

Ending balance -  December  2009  (3)  497,042  

 
(3)  Corresponds to the final result of the appraisal made by E copetrol S.A. to the fixed assets in the 

year 2009, which represents the devaluation of assets by comparison of their net book value and 

their technical appraisal .  
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Summary of property, plant and equipment as of December 31 , 200 9 is set forth below :  

 

 
Ad justed cost  

Accumulated 
Depreciation  Revaluations  Allowances  

Type of Asset      
Plant and equipment  10,983,805  (8,389,258)  3,456,397  (347,768)  
Pipelines, networks and lines  4,830,087  (2,798,430)  485,821  (68,429)  
Construction in progress  5,028,871           -                   -                  -         

Buildings  1,998,126  (926,832)  773,378  (67,429)  
Equipment on deposit and in transit  1,217,613           -                   -                  -         
Computer equipment  287,102  (222,282)  30,396  (5,613)  
Tra nsportation equipment and other 
fixed assets  

300,801  (222,270)  96,665  (7,803)  

Land       106,630           -                 127,705          -         

Total  24,753,035  (12,559,072)  4,970,362  ( 497,042 )  

 
 

Summary of property, plant and equipment as of Decem ber  31,  200 8 is set forth below :  

 

 
Adjusted cost  

Accumulated 
Depreciation  Revaluations  Allowances  

Type of Asset      
Plant and equipment  10,527,694  (8,344,408)  3,613,491  (635,471)  
Pipelines, networks and lines  4,021,402  (2,644,483)  308,518  (158,006)  
Construction in progress  2,961,509           -                  -                 -         
Buildings  1,183,741  (528,191)  529,766  (270,227)  
Equipment on deposit and in transit  937,116           -                  -                 -         
Computer equipment  278, 549  (227,161)  25,617  (20,789)  

Transportation equipment and other 
fixed assets  

280,681  (220,513)  73,95  (8,195)  

Land  69,015           -          11,668          -         

Total  20,259,707  (11,964,756)  4,563,010  (1,092,688)  

 
There are no restrictions, pled ges or deliveries as guarantees acting on obligations. Retirement and sales 
of property, plant and equipment during  the year derived in a net loss of $1,090 (2008 ï net profit  of 

$8,422)  
 
 
10.  NATURAL AND ENVIRONMENTAL RESOURCES, NET  

 

 
2009  2008  

Amortizable c rude oil investments  15,514,725  12,656,106  

Less:  Accumulated amortization of oil investments (1)  (8,143,090)  (7,006,554)  

 7,371,635  5,649,552  

Plugging and abandonment, dismantling of facilities and 
environmental recovery costs  

2,900,281  1,937,386  

Less:  Accumulated amortization in abandonment of 

installations  
(1,237,496)  (1,091,485 )  

 1,662,785     845,901  

Reservoirs and appraisals ( 2)  701,590  701,590  

Less:  Accumulated depletion  (598,330)     (580,132 )  

 103,260     121,458  

Exploration in progress  18 7,436     214,554  

Total  9,325,116  6,831,465  
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(1)  Amortizationôs increase of crude oil investments resulted from the difference on the applied WTI 
price which grew from US$44,6 bl. to  US$61,18 bl.  In accordance to SEC methodology. On the 

other hand $2,996,112  were capitalized mainly for the Cusiana, Cupiagua, Capachos Sur, Rubiales, 

Girasol and  Casabe  fields, among others . 
 

(2)  These reserves were received from the reversions of concession contracts  for $520,218 currently 

administered by Gerencia Sur and $181,372 by Magdalena Medio.  
 

 

11.  PENSION PLAN ASSETS  

 

Resources held in trust as of December 31, 200 8 comprise:  
 

 
 

Consorcio Fidubogotá -  Fiducolpatria  17,399  

Consorcio Fidupopular -  Fiduoccidente  14,980  

Consorcio Fiduagraria -  Fiducoldex -  Helm Trust  9,610  

Consorcio BBVA -  Corficolombiana -  Fidubogotá  9,677  

Consorcio Fiducafé -  Fiduprevisora -  Fidupetrol  16,805  

Consorcio Fiducolombia -  Santander Investment        11,792  

Total  80,263  

Less: short term redeemable portion (1)      80,263  

       -       
 

(1)  Amount r eimbursed to Ecopetrol in March 2009 which correspond to the remain ing  result  from the  
partial transfer (commutation) of monthly pension obligations  made  through the mechanism 

appr oved by the Ministry of Social Security in December 2008.  

 
 

12.  DEFERRED CHARGE S  

 

 
2009  2008  

Deferred income tax  1,355,288    1,285,167  

Other deferred charges (net)  349,860   231,832  

Charges of deferred monetary correction, net        57,118         65,869  

 1,762,266  1,582,868  
 

 
13.  OTHER ASSETS  

 

 2009  2008  

Goodwill (1)  2,507,55 2  658,103  

Deposits held in trust  258,745  108,756  

Intangibles: Trademarks, licenses, patents, software (2)  89,189  45,965  

Trust funds(3)  83,342  77,255  

National Royalties Fund (4)  76,185  82,147  

Other assets  (5)       12,830       8,559  

 3 ,027,843  9 80,785  

 

(1)  Goodwill is comprised by   

(i)  $621,099  corresponding to the net amount between goodwill and the monthly amortizations as of 
December 31, 2009  relating to the acquisition of Andean Chemicals Limited and Polipropileno del 

Caribe S. A., with an estimate d term for  amortization of  17 years and 8 months determined 

based on the net present value of the investment  reduced in  the amount of the estimated future 
cash flows .  
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(ii)  $773,492  corresponding to the purchase of Offshore International Group , which is subject  to the 
adjustments that may arise to the purchase price, with an estimated term for amortization of  14 

years determined based on the valuation of the reserves of block Z2B, the only block in 

production .  
(iii)  $507,255  generated as a result of the purchase of I PL Enterprises (now Ecopetrol Transportation 

Company )  with an  estimated term f or amortization of  15 years determined based on Ocensaôs 

outstanding contractual agreements as of the date of the negotiation.  
(iv)  $605,706  corresponding to the acquisition of Hocol Petroleum Limited  with an estimated term for 

amortization of 16 years  determined based on the net present value of the estimated future cash 

flows.  
 

(2)  Intangible assets correspond to assets acquired, showing an increase of $68,145  as compared to 
December 20 08. Assets increase comprises  $55,216 in licenses and $12,929 in software.  

 

(3)  Includes  ( i) Contributions and share in amount of $68,024 into the National Hydrocarbons Fund 

created to support future hydrocarbon investment, exploration and production contracts  in minor 
fields , projects managed by the  private equity fund of  Hydrocarbons of Colombia, ( ii) Contributions 

in amount of $5, 728  to  the Procuraduria Fund created for general benefit projects in municipalities 

near the Cicuco field under the Companyôs direct operation: Cicuco, Mompox and Talaigua Nueva (the 
objective of the fund is to disburse the amounts according to each projectôs development, which will 

be carried out by the municipalities through agreements with Incoder and the Ministry of 

Environment)  and ( iii) Contributions of $9, 590  to  the Colpet, Condor and Sagoc Fund for possible 
contingencies in the liquidation of these former subsidiaries.  

 
(4)  Corresponds to the FAEP deposits to the National Royalties Fund in favor of Ecopetrol. Its sole 

purpose is the payment of debts and financing for development projects and programs in 

hydrocarbon producing and non -producing municipalities and departments. Ecopetrol disburses 
amounts after the Ministry of Finance issues the corresponding approvals.  

 

(5)  Includes res tricted funds in amount of $11,815 (2008 -  $73)  mainly represent ed by legal deposits 
destined to attend labor, civil and tax claims.  

 

 
14.  FINANCIAL OBLIGATIONS  

 
Financial obligations as of December 31, 2009 comprise:  
 

Short Term   

 Interest payable -  Loan s from local banks  32,942  

 Interest payable ï Foreign credit -  Bonds     101,966  

  

Total  134,908  

  

Long Term   

 Loans from local banks (1)  2,220,200  

 Foreign credit -  Bonds (2)    3,066,345  

  

Total   5,286,545  

 

(1)  Corresponds to the disbursement of th e syndicated loan that comprised eleven local banks issued 
in an amount of $2,220,200 destined to finance companyôs investment program s. 
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Participating banks :  
 

Name of the bank  Loan amount  

 Bancolombia  750,000  

 Davivienda  450,000  

 Banco de Bog otá  232,000  

 Banco Agrario  196,700  

 BBVA  180,000  

 Banco de Occidente  100,000  

 Banco Popular  118,000  

 Banco Santander  60,000  

 Banco comercial AV VILLAS  50,000  

 Banco de Crédito  63,500  

 Colmena        20,000  

 Total  2,220,200  

 
Conditions applicable to above listed loans  are  the following :  

 
Term : 7 years , inclu ding 2 years of grace period . 
Payment of interest : Starting November  2009  

Rate : DTF + 4% (anticipated quarterly rate).  
Amortiza tio n:  Every six months . 
Guarantee: Ecopetrol granted a clo sed security over the stock shares owned either directly or 
indirectly on the following companies, thus reaching a 120% coverage of the credit amount:  
 

Company  Amount  

Oleoducto Central S.A.   1,110,035  

Refinería de Cartagena S.A.  1,274,796  

Polipropilen o del Caribe S.A.  279,409  

Total  2,664,240  
 

(2)  Under the terms of the loan, the Company has limited its ability to secure future indebtedness with 

the Companyôs stocks in the above-listed subsidiaries. On July 23, 2009 the company issued U.S.$ 
1.5 billion,  7.625% unsecured and unsubordinated Notes due 2019 (the ñNotesò) under rule 
144A/Regulation S, SEC with registration rights before the Securities and Exchange Commission of 
the United States of America (the ñSECò). The Notes were issued pursuant to an Indenture dated as 
of July 23, 2009 (the ñIndentureò) between the Company and The Bank of New York Mellon, as 
trustee.  

 

The terms of the notes are as follows :  
 

Coupon: 7,625%  

Make whole on optional redemption:  50 basis point over equivalent U.S. Treasury Se curities  
Interests payment dates: July 23 and January 23 of each year, starting January 23, 2010.  
Maturity  date: July 23, 2019  
Denomination: US$1.000 / US$1.000  

 

Likewise, the company is obliged to fulfill covenants  among which are included the due and ti mely 

payment of principal and interests; the restriction on the creation of collateral guaranties by part 
of Ecopetrol and its subsidiaries with the exception of c ertain collateral guaranties duly authorized, 
and the obligation for presenting a purchase of fer for the bonds in the event of a repurchase 
situation due to change of control, pursuant to the definitions of the issue documents.  
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15.  ACCOUNTS PAYABLE AND TRANSACTIONS WITH RELATED PARTIES  
 

 
2009  2008  

Suppliers  1,035,501  286,825  

Related par ties  558,425  229,325  

Deposits received from third parties  595,398  393,730  

Advances from Partners  587,856  532,833  

Purchase of hydrocarbons from the Agencia Nacional de 

Hidrocarburos -  ANH  
441,533  210,056  

Reimbursement of exploratory costs  141,775  120,6 27  

Other payables (1)  57,266  11,972  

Dividends payable (2)           3,510           2,158  

Total  3,421,264  1,787,526  
 

 
(1)  Includes $37,577 payable to the Fuel Price Stabilization Fund due to the participation differential 

generated during the year 2009.  
 
(2)  Corresponds to dividends payable to shareholders who bought Companyôs shares on an installment 

payment plan and are in arrears there under. Shareholdersô economic and political rights have 

been suspended pursuant with article 397 of the Commercial Code and w ill be restored once the 
installment payments are brought up to date.  

 
 

Balances and Transactions with related parties  
 

The  most representative balances with related parties where Ecopetrol holds direct investments or 

interests are included in debtors, su ppliers and accounts payable as follows :  
 

  
Accounts 

receivable  
Advances 
receivable  

Accounts 
payable  

Hocol Petroleum  Ltd.  -  10,003  28,448  

Ocensa S. A.  2,123  -  296,717  
Oleoducto de Colombia S. A.  -  -  -  
Refinería de Cartagena S. A.  360,138  -  35,775  
And ean Chemicals Limited  1,170,739  -  -  
Black Gold Re Ltd.(1)              -             -   197,485  

Balance as of December 2009  1,533,000  10,003   558,425  

Balance as of December 2008  238,370   2,528  229, 325  

 

(1)  Corresponds to amounts received in administration . 
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The principal transactions with related parties as of December 31 , 2009 are set forth below:  

 

 
Sales and 
services  

Leases  Others  

Revenue:     

 Refinería de Cartagena S. A.  3,701,421  -  -  

 Ocensa S. A.  18,406  15,883  -  

 Hocol Petroleum Ltd.  -  -  -  

 Andean  Chemicals Limited  -  -  62,103  

 Oleoducto de Colombia S. A.  8,0 84  -  -  

 Compounding & Masterbatching (COMAI)        73,797  -  -  

 Total as of December 2009  3, 801,708  15,883  62,103  

 Total as of December 2008  4,778,329  13,849  53,954  

 

 

Purchase of 

products  

Tr ansport ation  

costs  
Other  

Expenses :     

Andean Chemicals Limited  -  -  -  

Hocol Petroleum Ltd.  93,675  -  -  

Ocensa S. A.  -  540,060  -  

Oleoducto de Colombia S. A.  -  28,880  -  

Refinería de Cartagena S. A.  373,199         -        -  

Total as of December  2009  466, 874  598,940  -  

Total as of December  2008  -  577,120  29,223  
 

 

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 their pipeline systems. Their 

operation is based on the recovery of total operating and administrative expenses to determine  the 
transportation unit cost. The cost per barr el is transferred to each shareholder that uses the system 

based on the barrels transported.  

 
During 2009  none of the members of the Board of Directors, legal representative or administrator 

performed material operations for purchase or sale of Ecopetrolôs stock shares. Also, none of the 

aforementioned is the actual beneficiary of 10% or more of the outstanding shares of the company.   
 

 

16.  TAXES PAYABLE  
 

Income Tax  

 
The provision for income tax was calculated by application of an effective tax rate  as o f December 2009  

of 27,02% (2008 ï 27.33%)  to the accounting profit before taxes , which includes current and deferred 

income tax.  
 

The effect of timing differences that result in payment of a lesser or higher income tax for the current 

year is recorded as asset  or liability  deferred income tax, as applicable, provided there is a reasonable 
expectation for reversal of such differences and that, specifically for the active deferred income tax, 

generation of sufficient taxable income will take place to recover recorded tax. Deferred tax is calculated 

by applying a 33% tax rate.  
 

The difference between the liquid fiscal income and the accounting profit is affected mainly  by the special 

deduction benefit  applied by the company  for investments in productive real fixed assets, equivalent to 
40% of the effective investments made during  the fiscal year. In the event that involved assets are sold 
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or are no longer used in the income production activity before the expiration of their useful life, it will be 
mandatory fo r the company to reimburse the proportional amount of the deduction requested in the 

income tax return during the fiscal period in which such event takes place.  

 
 

 2009  2008  

Income tax and other taxes   1,795,05 4 3,605,757  

Special tax and surcharge on ga soline (1)  109,465  92,934  

Income and VAT withholdings  165,24 4 126,307  

Industry and commerce and other minor taxes  27,228  18,197  

Sales tax payable        11,728        37,172  

Total  2,108,719  3,880,367  
 

(1)  This tax is levied on sales and/or consumption of  regular and premium gasoline and diesel. The 

funds collected for this tax are paid to the National Treasury Office of the Ministry of Finance 
and/or regional entities. The global tax is calculated on the basis of the percentage participation of 

each benef iciary in the national monthly consumption of regular and premium gasoline.  

 
Income tax charged to expenses  comprises :  

 

 2009  2 008  

Current income tax  1,795,05 4 3,605 ,757  

Income tax of previous periods  490  -  

Deferred income tax -  Asset  (70,121)  494 ,707  

Deferred income tax -  Liability      220 ,752      273 ,73 1 

Total  1,946,17 5  4,374,195  

 

The deferred income tax arises mainly from timing differences between the accounting balances  and the 

amounts accepted for tax purposes .  The deferred tax asset is calcul ated based on the value of 
accounting provisions not accepted for tax purposes which are deductible at the time of their utilization, 

and the value of asset inflation adjustments originated from 2004 to 2006.   

 
The deferred tax liability results from the d ifferences in the policy for amortization of crude oil 

investments which for accounting purposes are amortized by technical units of production whereas for tax 

purposes are amortized through the straight - line method, and the differences in the method for 
revaluation of fixed yield investments which for regulation purposes are valued through the market 

method whereas for tax purposes are valued in a linear way.   

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

date, the terms of filings for the years  2007 and 2008 are open for review . 

 

Currently, differences exist with the National Tax and Customs Administration (DIAN) regarding the 

calculation and payment method of the first installment of the 2003 an d 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 proceeding will not affect the Companyôs cash flow since the amounts under discussion have 
been directly compens ated by the DIAN by positively adjusting the Companyôs balances with  adjustments 
the Company had previously requested in unrelated cases.  
 
Through its appellate decision dated March 13, 2009 (and effective since  April 20 , 2009), the  Council of 

State part ially accepted the claims of the Company to modify DIANôS official liquidation which seeks the 

additional payment of $27,033 corresponding to  the  income tax return for fiscal year 1996 in  the amount 
of $1,888 plus default  interest. The judicial decision ac cepts the arguments on the exemption of the 

income tax on asphalt and the absence of a penalty for inexact information due to a difference in criteria 

and dismisses the arguments related to the deductibility of the loss on the portfolio sale.  By means of 
the Resolution 6282 -1422 of September 2009 DIAN compensated the entire obligation plus the default 

interests through recording an excess pending payment  regarding VAT collection, thus the application of 

the corresponding provision was duly recorded in acco unting.  
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Balance of the deferred income tax es is the following:  
 

 2009  2008  

Deferred tax asset :    

Initial balance  1,285,167  1,779,874  

Fiscal year movements  70,121  (494,707)  

Ending balance   1,355,288  1,285,167  

Deferred tax liability :      

Initial bal ance  918,58 7 644,857  

Fiscal year movements  220,75 2 273,730  

Ending balance       1,139,339      918,587  
 

Reconciliation of the taxable  income :  
 

 200 9  2008  

Accounting profit before taxes  7,202,407  16,004,911  

Monetary correction income               (1,957)  25,305  

Effect from the fiscal inflation adjustments             108,615  (87,788)  

Non deductible costs and expenses          1,042,165  807,106  

Special deductions and fiscal deductible expenses        (2,542,111)  (2,807,410)  

Fiscal income not recorded             165,852  1,085,307  

Revenue not constituent of income or occasional profit           (107,355)  (907,840)  

Non taxable income           (691,761)  (1,174,056)  

Non deductible provisions  543,507  243,623  

Investment portfolio yield    (250,265)  (890,538)  

Taxable  income          5,469,09 7   12,298,620  

Exempt income, net             (29,539)    (1,372,083)  

Net axable  income     5,439,55 8  10,926,537  

Current  income tax     1,795,05 4   3,605,757  
 
 

17.  LABOR OBLIGATIONS  
 

 
2009  2008  

Current    

 Bonuses and all owances  (1)  46,107  40,441  

 Vacations  43,862  36,905  

 Severance (2)  41,692  31,855  

 Salaries and pensions payable  12,803  12,491  

 Interest on severance  3,241  2,933  

 Others  1,943  2,566  

 Pension bonds issued and interest  (4)              -          848  

 To tal current  149,648  128,039  

Long term    

 Retirement pensions and other benefits ECP (3)  2,583,117  2,082,072  

 Retirement pensions joint operations  77,826  75,215  

 Pension bonds issued and interest s (4)                -         7,500  

 Total long - term  2,66 0,943  2,164,787  

 Total  2,810,591  2,292,826  

 
(1)  Includes provision for  the 2009 variable compensation bonus in amount of $30,339 to be paid in  

2010. In addition inclu des provision for retirement bonus in amount of $6,829 .  
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(2)  Increase obeys to the hiri ng of 560 new employees . 

 
(3)  Corresponds to the actuarial reserve amount for health and education, amount not commutated . 
 

Reserve details are the following :  

 

 2009  2008  Variation  

Health     

Activ e personnel  287,909  276,496     11,41 3 

Pensioner s 1,789,843  1, 390,062    399,781  

Educatio n     

Active personnel  104,951  110,306  (5,355)  

Pensioners  400,414  305,208  95,206  

Totales  2,583,117  2,082,072  501,045  
 

 Increase obeys to  908 additional beneficiaries in the reserve and to the costs incurred in for health 

and e ducation in 2009 which are reflected in the actuarial projection.  

 

(4)  Variation results from the transfer of the issued pension bonds included in the actuarial reserves 

which will be paid through the Autonomous Pension Trust funds (PAP) and are controlled thr ough 
the memorandum accounts.  

 

 
Below is a summary of personnel covered by the Companyôs actuarial calculation as of December 2009:  

 

  Headcount  

Bonds reserve  ï retired personnel  10,017  

Bonds reserve  ï persons retiring after 2010  3,374  

Health care and education reserve (active and pensioners)  17,901  

Pension reserve (active and pensioners)  16,127  
 

 
18.  ESTIMATED LIABILITIES AND PROVISIONS  

 

 2009  2008  

Current    

Provision for legal proceedings (1) (See Not e 30 )  679,081  547,001  

Provision for pension o bligations (6)  178,594  -  

Provisions for contingencies  (2)  84,946  87,255  

Other provisions CP 12,608  26,316  

Provision for pension funds (3)       2,203      4,000  

 Total current   957,432  664,572  

Long -  term    

Provision for abandonment, dismantling of faci lities and 
environmental recovery costs ( 4)  

2,932,989  1,936,240  

Provision  for royalties (5)  380,932  388,674  

Provision for pension obligations (6)  -  178,594  

Provision for legal proceedings (7)        17,946          4,223  

 Total long - term   3,331,867   2,5 07,731  

 Total   4,289,299   3,172,303  
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(1)  The movement of the provisions for legal proceedings is the following :  

 

 
Quantity of 
processes  

Amount of the 
provisions  

Initial balance as of December  2008  601  547,001  

Additions (new provision s)  252  36,714  

Adjust ments to existing provisions  (135)  122,691  

Recoveri es    (29)    (27,325)  

Ending balance as of December  2009  689  679,081  

 
(2)  It is comprised by $59,938 for possible payment claims to PDVSA related to the cleaning and 

decontamination of the Maracaibo lake in  Venezuela; $20,000 related to the proceeding filed by 
Compañías Asociadas de Gas -  ASOGAS against Ecopetrol S.A. regarding inappropriate billing of 
the GLP transportation tariff; $3,242 related to spillages with environmental impact; $500 related 
to the r etirement bonus of Hocol S.A. personnel; $544 related to the success commission payable 
to the attorney in law handling the proceeding filed by Industrias Crizasa against Ecopetrol S.A., 

and $721 related to potential liabilities in arbitration decisions.  
 

(3)  Corresponds to the estimated pending pension contributions of employees who joined Ecopetrol 

after January 29, 2003 (Law 797 of 2003) and until the first quarter of 2004, who were covered by 
the General Pension Regulations .  

 

(4)  Variation in regard to Decembe r of 2008 in amount of $1,052,447 includes the updating of 
liabilities furnished by the Vice -Presidency of Production of Ecopetrol S.A. in amount of 

$1,203,773; the effect from foreign currency exchange in amount of $(188,225); the use of 

liabilities relat ed to the abandonment of wells in amount of $18,799 for the Casabe, La Cira -
Infantas, Floreña, Cantagallo, Sardinata, Tibú, Petrolea, La Cira, Palagua, Sabana and Lisama -

Llanito fields . 

 
The following are the provision movements for the abandonment, facili ty dismantling and 
environmental recovery costs :  

 

  
2009  2008  

Initial Balance  1 ,936 ,240  1 ,528 ,374  

Addition s 1,203,773  234 ,033  

Retirements and uses  (18,799)  (2 ,853)  

Exchange rate effect    (188,225)      176 ,686  

Ending Balance  2,932,989   1 ,936 ,240  
 

(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 
corresponds to the amount initially recognized by Ecopetrol, together with the valuation of the 
fund where the amounts are invested and $290,180  of interest s. The ruling on the extraordinary 

appeal presented by the Comuneros is pending.   
 
(6)  Corresponds to the provision of the pension reserve for employees that are expected to accept the 

ñPlan 70ò retirement plan on July 31 of 2010.  

 

(7)  It corresponds to provision to cover the arbitration regarding Mansarovar Energy Colombia Ltda.  

con troversy related to the termination date of the Cocorná Association contract.  
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19.  OTHER LONG TERM LIABILITIES  

 

 
2009  2008  

Advances received from Ecogas for BOMT obligations  996,787  1,250,281  

Deferred income tax liability  1,139,339  918,588  

Credit for  deferred monetary correction  197,254  227,475  

Other liabilities          4,482          2,747  

Total  2,337,862  2,399,091  

 

 

20.  EQUITY  
 

 
2009  2008  

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

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

Subscri bed Capital  10,118,128  10,118,128  

Subscribed capital pending payment              (337 )              (337 )  

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

Additional paid - in capital  4,721,457   4,704,737  

Additional paid - in capital receivable          (1,137 )          (25,461 )  

Additional paid - in capital     4, 720,320     4,679,276  

Surplus from revaluations     5, 999,272      5,179,961  

Devaluation of assets  (298,024 )  (1,012,229)  

Responsibilities from pending rulings             (781 )              (781 )  

Effects of RCP application   ( 298,805 )   (1,013,010 )  

Net income  5,256,232  11,630,716  

Legal reserve  3,591,396   2,428,325  

Appropriation for investment programs   1,568,107  4,415  

Accounting clearance  17,804  17,804  

Surplus from equity method   1, 593,39 1 1,481,103  

Incorporated institutional equity         137,725          94,375  

Total equity  32,703,233   34,620,756  
 

 
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 private shareholders and 89.9% held by the Colombian Nation.  

 
 

Additional paid - in capital  

 

Corresponds to (i) the excess over par value in the sale of shares at the 2007 capitalization for 

$4,700,882 and (ii) to the value resulting in the new shares offering for the secondary market  equal to  
$20,575 which resulted from foreclosing of guarantees of delinquent debtors pursuant  to Art icle  397 of 
the Comm erce Code . 
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Effects of RCP application  

 

Corresponds to the transfer of negative balances originated from the devaluation of property, plant and 
equipment required by the RCP since year 2008.  
 
This line - item also includes responsibilities from pending ru lings related to inventory losses, as required 
by the RCP.  
 
 

Legal Reserve  

 
The legal reserve is set up with 10% of net income and it may be used to absorb losses or to be 

distributed at the liquidation of the Company.  

 
The Companyôs 2008 financial results were available at the General Shareholdersô Meeting which took 

place on March 26, 2009. The Companyôs Shareholders decided to increase the legal reserve by 

$1,163,071 to $ 3,591,396.  
 

The reserves also include $1,492,168 in occasional reserves for new exp lorations and $75,939 in 

reserves for profits not realized from Ecopetrolôs subsidiaries.  
 

 

Incorporated Institutional Equity  
 

Corresponds primarily to the commerciality of the Nare, Matambo, Garcero, Corcona, Estero, and 

Caracara association contracts re lating to the Sardinas 6, Remache Norte 3, Abejas 3, Jaguar T5y T6, 
Orocué and Guarilaque 7 wells. Variation obeys to new commercial opportunities presented in year 2009 

in the Corocora, Estero, Garcero and Campo Rico association contracts for the Candalay , Jordan 5, 

Remache Norte 2 and  5, Abejas 2  and Vigia  wells.   
 

 

Summary of revaluations and surplus from revaluations  
 

 
2009  2008  

Property, plant and equipment :  (1)    

Plant and equipment  3,456,397  3,613,491  

Buildings  773,378  529,766  

Pipelines and netwo rks  485,821  308,518  

Land  127,705  11,668  

Communication and computer equipment  30,396  25,616  

Other assets        96,665        73,951  

 4,970,362  4,563,010  

Variable yield investments:    

Interconexión Eléctrica S.A.  695,304  348,822  

Empresa de Energía de  Bogotá S.A. ESP.      333,606      268,129  

 1,028,910     616,951  

Total  5,999,272  5,179,961  
 

(1)  In 2009 the company pe rformed the assets physical count for their valuation process, giving full 
compliance to the obligation of performing physical invent ory counts at least every three years.  
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21.  MEMORANDUM ACCOUNTS  

 

 
2009  2008  

Rights:    

Exploitation Rights -  Decree 727 of 2007 (1)  46,503,863  21,870,515  

Pension Trust funds (2)  10,971,723  10,092,528  

Costs and expenses (deductible and non deductible )  13,860,912  9,731,161  

Other contingent rights and debtor accounts (3)  11,203,073  5,328,830  

Securities given in custody and guarantee  3,045,181  9,583,641  

Execution of investment projects  780,040  761,276  

Legal proceedings          441,675          602, 436  

   86,806,467    57,970,387  

Obligations:    

Contractual guarantees ( 4)  12,420,129  26,187,641  

Pension trust funds  10,899,026  10,092,528  

Non - tax liabilities  5,004,264  5,603,395  

Non - taxable income  5,826,94 7 4,197,768  

Mandate contracts ( 5)  1,460, 073  1,576,785  

Administration Funds -  Dec 1939 of 2001 and 2652 of 2002  972,641  972,390  

Legal proceedings  2,270,591  1,636,275  

Goods received in custody ( 6)  7,948,998  9,214,520  

Future BOMT payments  504,288  713,099  

Guarantees granted to Oleoducto Centra l S.A. ( 7)  -   404,569  

Other contingent obligations (8)       2,785,758            80,583  

   50,092,715    60,679,553  

 136,899,182  118,649,940  
 

(1)  As of December 31, 2009 Ecopetrol S.A. updated the valuation of its estimated volumes of net 

reserves (without royalties) determined by the international methodology ;  certification process for 
year 2009 started in  September and results were obtained in  January 2010.   

 

(2)  Reflects the contingent right (debtor account) on the resources delivered to PAP, to pay the 
trans ferred pension liability in order to control the existence of liquid resources present in the trust 

fund. The commuted (transferred) amount as of December 31, 200 9 was $10, 971,723 

($10,092,528 as of December 31, 2008)  which solely corresponds to pension al lowances , shares 
and pension bonds ; the amounts regarding health and education are included in the pension 

liabilities owed by Ecopetrol. The commuted (transferred )  amounts, as well as their yields, cannot 

change destination or be returned to the company until the pension obligations have been entirely 
covered.   

 

A detail of the funds is set forth below :  
 

 2009  2008  

Consorcio Fidubogotá -  Fiducolpatria  2,378,039  2,187,742  

Consorcio Fidupopular -  Fiduoccidente  2,032,621  1,883,653  

Consorcio Fiduagraria -  Fiducoldex -  Helm Trust  1,306,940  1,208,338  

Consorcio BBVA -  Fidubogotá -  Corficolombiana  1,331,711  1,216,868  

Consorcio Fiducafé -  Fiduprevisora -  Fidupetrol  2,299,552  2,113,131  

Consorcio Fiducolombia -  Santander Investment     1,622,860     1,482,796  

To tal  10,971,723  10,092,528  
 

(3)  Balance of the tax memorandum accounts groups the differences between the values of both 

equity and results accounts taken from  the tax return for 2008  and the accounting balances . 
Differences correspond to concepts such as reva luations and provisions not accepted by tax 
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regulations, the difference in the method for amortization of crude oil investments which for 
accounting purposes is made by production units and for tax purposes by the straight - line method, 

and the effect of th e generated inflation adjustment, among others.  

 
(4)  Comprised by contracts pending to be executed, in Pesos, Dollars, and Euros at the market 

representative exchange rate at December 31, 2009 for $11,889,152 standby credit letters, 

guaranteeing contracts ente red into by Ecopetrol for $523,772 and documentary letters for $7,205.  
The variance compared to December 2008 is due to contract balances for 2009.  

 

(5)  Includes the amount of assets received in custody by Refinería de Cartagena S.A. to comply with 
the oblig ations entered into under the operating agreement between the Company and said entity 

to operate Cartagenaôs Refinery. 

 
(6)  Corresponds to the non - renewable natural resources reserves receiv ed by the Nation for 

$7,883,514 calculated applying SEC ôs prices and d iscount rates . Additionally, the balance is 
represented by the inventories of sold products pending delivery to clients, for $ 65,374 , and 

inventories on consignment for self consumption in the different plants for $1 10 . 

 
(7)  In March 2009, Ecopetrol purchased Enbridge Inc.ôs shares in Ocensa; therefore, the contingent 

obligations that Ocensa represented to the Company were void . 

 

(8)  Includes mainly  the closed pledge in amount of $2,664,240 of the stock shares that Ecopetrol S. A. 
owns direct ly or indirectly in Oleo ducto Central, Refinería de Cartagena S. A. and  Polipropileno del 

Caribe S. A., guaranteeing  a 120% coverage of the syndicated loan granted by the local banks . 

(See not e 14) .  
 

 

22. REVENUE  
 

    2 009  2008  

Local S ales      

  Medium distillates  5,097,467  5,914,627  

  Crude Oil  3,636,242  4,774,401  

  Gasoline  2,958,048  3,644,345  

  Natural Gas  996,523  901,414  

  Services  983,818  921,652  

  Other products  737,791  946,121  

  L.P.G.  440,568  612,771  

  Asphalt        314,232        390,544  

    15,1 64,689  18,105,875  

Recognition of Price differential (1)        260,933      3,070,479   

    15,425,622  21,176,354  

Foreign Sales      

  Crude oil  9,922,688  8,690,658  

  Combusto leo  1,660,911  2,093,012  

  Natural Gas  311,103  313,348  

  Diesel  178,5 30  246,158  

 Propylene (2)  73,797  30,478  

  Gasoline  101,173  186,197  

  Other products              167         13,138  

    12,248,369  11,572,989  

   Total revenue  27,673,991   32,749,343   

 
(1)  Corresponds to the application of Decree 4839 of December  2008 which defined the procedure to 

determine the price differential (value generated between the parity price and the regulated price, 
which may be negative or positive). As of December 31, 2009 the negative price differential totaled 
$326,453 and is rec orded as a lower income amount of medium distillates and gasoline in local 
sales. As of December 31, 2009 the positive differential totaled $260,933 (2008 -  $3,070,479)  
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(2)  Sales made in the tax free zone of  Cartagena.  
 

 
23.  COST OF SALES  

 

  2 009  2 008  

Varia ble cost      

Purchase of hydrocarbons from the  ANH (1)  $ 4,358,408  $ 5,584,474  

Purchase of crude  oil in association and concession  3,148,577  3,193,690  

Amortization and depletion  1,354,674  1,087,583  

Imported products  2,251,983  2,552,231  

Materia ls in process  151,444  113,427  

Electrical power  124,938  91,044  

Purchase of natural gas and other products  472,813  257,691  

Adjustment in volumes from other assignations and 
project charges  

(334,658)  (170,831)  

Absorption of the cost in the final inv entory balance  (126,642)  (227,236)  

      

Fixed cost      

Depreciation  639,793  642,830  

Services contracted with associations  1,268,208  1,188,294  

Labor costs  872,595  734,089  

Transportation services for hydrocarbon  723,209  581,945  

Amortization  of actuarial liability  82,812  207,363  

Maintenance  900,554  821,489  

Amortization of deferred charges, intangibles and 
insurance  

90,173  69,688  

Ecopetrol contracted services  357,729  294,351  

Materials and operations supplies  287,394  255,090  

Taxes 272,889  198,833  

General costs  9,310  6,722  

Project expenses not capitalized       524,441        571,941   

    

  $17,430,644  $18,054,708  
 

(1)  Corresponds to the crude oil and natural gas purchases of Ecopetrol from the Agencia Nacional de 
Hidro carburos derived from national production, both under the Companyôs direct operation and 
under the operation of third parties .  
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24.  ADMINISTRATION AND SELLING OPERATING EXPENSES  

 

    2009  2008  

Administratio n      

  Labor expenses  245,009  183,724  

  Depreciation and amortization (1)  174,277  58,312  

  General expenses  68,223  58,254  

  Amortization of active personnel actuarial computation  12,770  44,055  

  Rentals  16,013  10,030  

  Maintenance  11,869  10,971  

  Taxes  515  751  

    528,676  366, 097  

Marketing and Projects      

  Exploration and projects expenses (2)  785,628  635,784  

  Crude oil pipeline transportation  375,544  386,089  

  Taxes  151,072  178,180  

  Natural gas pipeline transportation  141,889  102,862  

  General expenses  104, 524  102,572  

  Labor expenses  39,287  22,354  

 Gas delivery incompliance  27,851  5,620  

 Maintenance  5,339  5,090  

  Amortization of active personnel actuarial computation  -   6,705  

    1,631,134    1,445,256  

      2,159,810  1,811,353  

 
(1)  In  2009 $1 39,909 were amortized in regard to goodwill acquired from Offshore International 

Group, IPL E nterpris e, Hocol, Andean Chemicals Limited and  Propilco (2008 -  $27,512).  
 
(2)  Results for 2009 year had been affected in $311,479  from unsuccessful explorations as fo llows: 

Gibraltar 3  and 3P  $98,708 , Lizama East  2P $57,095,  Lizama North 1P $33,634, Arrayan 2 
$29,939, Dalia 1 $28,623, Yarumo 1 $20,200, Relámpago 1 $17,860, Merlot $14,343, Anchala 

$3,326 and other minor f or $ 7,751 . In  2008 charges to results for the sa me concept was of 
$252,847.  During year 2009 $157,771 were charged to  results from seismic activities  (2008 -  
$189,397 );  $101,166  from studies and $50,567  from other exploratory activities.  
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25.  FINANCIAL INCOME (EXPENSES), NET  

 

    2009  2008  

Income    

  Exchange difference gain (1)  6,019,997  10,651,506  

  Yields and interest  (2)  503,591  674,703  

  Income on valuation of investment portfolio  139,720  1,640,338  

  Income on valuation of derivatives  (3)  128,503    4,782  

  Dividends in cash        31 ,687            39,465  

    6,823,498  13,010,794  

Expense     

  Exchange difference loss (1)  6,043,366  8,684,315  

  Loss on valuation of derivatives  (3)  84,492  74,685  

  Interest  101,469  773  

  Administration and securities issuance  23,393  52,277  

  Other s       14,564          6,820   

    6,267,284  8,818,870  

    556,214  4,191,924  
 

(1)  The 8.9% Colombian peso revaluation against the US dollar during 2009 and the US dollars 
companyôs indebtedness originated an almost neutral effect in the results due to the exchange 
difference. The final effect was unfavorable in $23,369 compared to a positive exchange difference 
during 2008 for $1,967,191, as a result of 11.4% devaluation during such period. The net position 
is active in dollars and reduced from US D 5,9 billion in 2008 to USD 1,6 billion in 2009.  

 
(2)  In 2009, $235,704 were recorded, corresponding to the opportunity cost of the cumulative 

receivable balance on the price differential for regular gasoline and diesel from year 2008 in 
accordance to Resolut ion 180 639  of April , 2009 (2008 -  $93,218).  During 2009 income was 
computed applying the following interest rates: 9.29% EA for Aprilôs payment, 9.344% EA for 
August and 9.398% EA for December (Resolution 180639).  In addition, the referenc e rate to 
recognize the opportunity cost on Q3 2009 fuel subsidies is 4.142%.  In 2008, the opportunity cost 
defined by Confis was recognized at its February 21, 2008, meeting, which was equivalent to 

4,48% EA (Resolution 181496).  
 
(3)  Profits were recorded fr om the Asphalt hedging in amount of $66,862 and from exchange rates 

hedging in amount of $906 . Losses were recorded for WTI  hedging in amount of  $19,021 and 
others hedging in amount of  $4,736.  

 
 
26.  PENSION EXPENSES  
 

    2009  200 8  

  Amortization of pensi on actuarial calculation (1)  407,083  986,565  

  Health care services  132,322  107,213  

  Education services  55,752  51,147  

    595,157  1,144,925  
 

(1)  In December 2008 the Company partially commutated (transferred) the amount corresponding to 
the pension prov isions by transferring said obligations and funds supporting them to pension trust 

funds . In 2009 the company did  not r ecognize  any actuarial amortization of pensions given that the 

current yield of the self -standing fund s covers the growth on pensions lia bility  during 2009 for 
pensions and monthly payments exceeding growth in $7 2,696 . In 2009 only health and education 

actuarial amortization was recognized in amount of $407,083 ($195,341 in 2008).  
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27.  INFLATION GAIN  

 

The net profit from  the amortization  of the deferred monetary correction was of $21,470  and  $30,506 for 
the years 2009 and  2008, respectiv ely .  

 

 
28.  OTHER INCOME (EXPENSES), NET  

 

    2009  200 8  

    Other income      

     Recovery of provisions (1)  217,973  999,866  

     BOMT deferred inco me  153,482  141,428  

    Recovery of exploration expenses (2)  147,314  -   

    Prior year income (3)  59,823  15,933  

    Expense recovery  31,279  7,459  

    Income from transferred rights  28,116  -   

    Income from discovered  and not developed fields  19,257  1,228  

    Recovery from services to associates  14,219  22,840  

     Indemnities received  12,298  6,367  

     Income from services  9,157  3,526  

  
   Profit in sales of material and Property, plant and 

equipment  2,404  10,435  

     Other mino r income  1,567  3,669  

    696,889  1,212,751  

    Other expenses    

     Taxes  327,307  299,673  

    Provisions (4)  456,666  114,035  

     BOMT availability  243,388  236,933  

     Prior year expenses (5)  134,348  21,991  

    Fuel losses  99,771  93, 854  

    Contributions and donations  39,103  35,293  

     Inspection quota  26,986  25,811  

     Surveillance and security  23,026  16,052  

     Other minor expenses  1,893  1,906  

     Loss on sale and retirement of assets  1,617  1,441  

    1,354,105   846,989  

    (657,216)  365,762  
 

(1)  Details of recovery of provisions are the following:  
 

  2 009  2 008  

Products and materials inventories  118,652  8,711  

Legal Proceedings  76,666  832,788  

Property, plant and equipment  17,091  18,813  

Other recoveries  5,564  -  

Investments  -   130,543  

Taxes (income and transportation)            -         9,011  

  217,973  999,866  
 

(2)  Corresponds to recoveries for amortizations of exploratory expenses in the association contracts of 
Capachos $55,394 ;  Caracara $53,373 ;  Maná $17,363 ;  Campo Rico $9,696 and other minor in 
amount of $11,488.  
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(3)  The detail of income prior years  is set forth below :  
 

  2009  2008  

Profit from companies  26,020  -   

Transferred rights ï Caño Sur  17,140  -  

Expense recovery  9,325  2,820  

Transportat ion services  7,338  -   

Estimated adjustment of gas sales  -   7,886  

Financial yield  -  3,782  

Fund for technology transfers          -      1,445  

  59,823  15,933  
 

(4)  The details of provisions are the following :  
 

 2 009  2008  

Legal proceedings  264,945  59 ,305  

Products and materials inventories  33,161  49,379  

Credit portfolio  30,734  2,275  

Devaluation of p roperty, plant and equipment  127,826  -   

Contributions to pension funds           -        3,076  

  456,666  114,035  

 
(5)  The details of prior years expenses is the following :  

 

  2009  2 008  

Recognition of price differential  46,999  -   

Projects expenses not capitalized  21,438  -   

Losses in companies  21,225  -   

Costs of transferred rights ï Caño Sur  15,678  -   

Expenses of the electricity sector  11,84 1  -   

Use of  goods  (Usufruct)  9,088  1,075  

General expenses  3,355  1,622  

Interests  3,049  -   

Importation expenses  1,675  -   

Estimated gas sales            -     19,294  

  134,348  21,991  
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29.  RESULTS IN COMPANIES, NET  

 
In 2009 the application of  the equity method in subsidiary companies and in those were the company 

exerts significant influence resulted in a net expense of $206,441 ( 2008 -  $321,638 ) comprised as 

foll ows:  
 

 

Subordina ted company  Equity Method  Profit (Loss), Net  

Hocol Petroleum Com pany  291,320  330,590  

Offshore International Group  31,547  69,845   

Polipropilenos del Caribe S.A.  23,808  47,711  

Invercolsa  22,844  71,903  

Black Gold Re Ltd.  14,705  14,705  

ODL Finance S.A.  8,072  12,419  

Ecopetrol Transportation Company  634  634  

Serviport  584   941   

Ecodiesel Colombia S.A.  168  336   

Ecopetrol Global Energy  (316,887)  (316,887)  

Ecopetrol Oleo & Gas Do Brasil  (139,743)  (139,743)  

Andean Chemicals Limited  (65,597)  (65,597)  

Refinería de Cartagena  (62,648)  (127,854)  

Oleoducto de C olombia S.A.  (9,659)  (22,027)  

Ecopetrol del Perú S.A.  (3,347)  (3,347)  

Ecopetrol America Inc.       (2,242)    (318,609)  

Net result  (206,441)  (516,102)  
 

 
30.  CONTINGENCIES  
 
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.  
 
The methodology used by the Legal Vice Presidency is based on the credit system of the Nation, which is 
used by the Ministry of I nterior and Justice and includes an analysis  of factors such as procedural risk, 
strength of the claim, proof of the claim, strength of the response, proof of the response, level of 
jurisprudence and results of first instance decision.  
 
A summary of the m ost significant proceedings (with amounts of claims greater than $10 billion) for 
which provisions have been recognized  according to the evaluations of the internal and external attorneys 
of the Company, as of December 31,  2009, is set forth below:  
 
 

Proce eding  Claim  

Amount of 
the 

Provision  

Foncoeco  (*)   Profit participation fund of the employees 

and ex employees of Ecopetrol S.A.  

139,933  

Municipio de Aguazul, Tauramena  Class Action . Administrative proceeding of 
the Solidarity Contribution Fund to the 
electricity self - taxation  

139,688  

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

electricity, according to the Law 142 of 
1994.  

121,051  

Departamento del Tolima  Class Action for the recalculation of 82,287  



 

  51 

Proce eding  Claim  

Amount of 
the 

Provision  

royalties with 20% specified in Law 141 of 
1994.  

Municipio de Melgar  Class Action requesting the recovery to the 

Department of Tolima of the amounts not 
collected regarding royalties corresponding 
to the Guandó well . 

40,351  

Universidad de Cartagena y Junta 
Especial de la Estampilla  

Constitutional Action in which the 
Universidad de Cartagena requests the 
compliance action for the payment of  the 

stamp on operations carried out in Bolivar, 
especially in Cartagena de I ndias port.  

22,866  

Consorcio Protécnica Ltda ( under 
liquidation ) -  Constructora Kepler S. A. 

De C.V.  

Time over run in construction said to be 
Ecopetrolôs fault that altered the economic 

and financial equilibrium of the contract 
against the contracting co nsortium  

10,000  

 

(*) In the Foncoeco proceeding, an expertôs report in 2005 calculated damages owed by Ecopetrol at 
$542,000 and stated that Ecopetrol must pay principal and interest on the profit participation fund for the 
employees of the Company which was established by the Board of Directors.   It is the opinion of the 
Companyôs management and its legal advisors that there are sufficient arguments to demonstrate that 
this lawsuit will not proceed, particularly because the basis of the report includes am ounts not authorized 
by the Board of Directors , therefore, at December 2009 closing date a provision in amount of just 
$139,933  was recorded for this proceeding . 

 
 
31. COMMITMENTS  
 
Cocorna Association Contract ï Teca Field  
 

 
On October 8, 2008, the Assoc iation Contract Cocorna ended and Ecopetrol received the Teca field back 
from Mansarovar Energy Colombia LTD.  
 
Notwithstanding that the Association Contract Cocorna ended and the Teca field was delivered to 
Ecopetrol, there is a difference in interpretati on between the two companies regarding the date of 
termination of the Association Contract Cocorná, because Mansarovar Energy Colombia Ltd. considers 

that the date of termination of the contract should be June 18, 2011. The two companies agreed to 
present the differences in interpretation before Arbitration Court for it to decide on the date of 
termination of the Association Contract Cocorná.  
 
While waiting for the arbitration tribunal to make a decision, Ecopetrol carried out an agreement with 
Mansarovar E nergy Colombia Ltd. for this company to continue operating the Teca field. All income of 
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 Arbitra tion Tribunal makes a decision 

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 
royalties 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 Coc orná will be deposited in the Trust royalties account, 
generating the corresponding interest.  
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Natural Gas Supply Contracts  
 

In addition to existing contracts, the Company has entered into new natural gas sale or supply contracts 
with third parties, such  as Gecelca ESP, Alcanos S.A. ESP, E2, Gas Natural S. A. ESP, and Empresas 
Públicas de Medellín, among others.  During 2009, Ecopetrol sold an average 578,66 GBTUD for 
COP$1,305,419 (including exports). Likewise, Ecopetrol entered into a new agreement with  the National 

Hydrocarbon Agency (ANH as per its acronym in Spanish) for royalties marketing.  
 
In December Ecopetrol S.A. auctioned 32.8 GBTUD of natural gas from the Cusiana extension project 
(LTO2), achieving the highest marketing price in the primary ma rket, impacting positively reserves 
incorporation from the foothills.  
 

During the last quarter of the year, the so called ñEl Ni¶oò phenomenon caused a high generation of gas 
thermoelectricity countrywide and, as a consequence, such fuel sales exceeded his toric levels. 
Additionally, in order to increase thermal generation levels, the Company supplied an average of 2.4 KBD 
diesel.  
 
 

Hedging  Operations  

 
Call Options  
 
As of December 31, 2009  the following option calls for asphalt hedging are :  
 

Counterpart  
Effe ctive date 

in 2010  
Expiration date 

in 2010  Volume  
STRIKE 
PRICE  

CALL 
PRICE  

BP. Products North America Inc.  January 1  December 31  480,000 Bls.  US$ 71  9.80  
J. Aron & Company (Goldman Sachs)  January 1  December 31  600,000 Bls.  US$ 71  9.73  
JP Morgan  January  1  December 31  480,000 Bls.  US$ 71  9.85  
Morgan Stanley  January 1  December 31  480,000 Bls.  US$ 70  9.96  
 
Hedge description  

 

Hedging operations were performed by means of the Call options acquisition.  Using this strategy, 
Ecopetrol S. A. protects itself from price increase risks on such index. The subsequent hedge corresponds 
to the asphalt loads traded in the local market by the company which have a USGC valuation index of 
3%.  
 
Hedge instruments  

 
Long  positions on  call options over the USGC index respect ively.  
 

Counterpart  
Effective date 

in 2010  Maturity in  2010  Volume  
STRIKE 
PRICE  

Morgan Stanley  January 1   January 30  300,000 Bls.  US$ 1.02  
 

 
Swap -  Spread  
 

Hedge description  
 
A Swap -Spread hedge operation was performed over the price difference between NY 1% and USGC 3% 

indexes, thus guaranteeing  a competitive discount factor for the Company on Ecopetrol S.A.  valuation 
index. The aforementioned indexes are used to negotiate Fuel Oil shipments.  
 
Hedge instruments  
 
Swap instruments with long and short pos itions over each index respectively . 
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Earn outs in acquired companies   
 

In the acquisitions of Hocol Petroleum Ltd. and Offshore International Group (OIG), there are future 
commitments, called ñearn outsò, which the buyer shall recognize to the seller depending on the behavior 
of variables, such as the crude oil price and the reserves.  
 

 
Hocol Petroleum Ltd .  
 

1.  An additional amount should be paid in February of 2011 depending on the behavior of the crude 

oil average price per barrel and provided that between  January 1 and December 31, 2010 WTI 
crude barrel price is:  

 

Less than US$55, amount to be paid is zero.  
Higher than US$55 and less than US$60, amount to be paid is US$25 million.  
Higher than US$60 and less than US$65, amount to be paid is US$40 million.  
Higher than US$65, amount to be paid is US$65 million.  
 

2.  An additional payment, with a maximum US$50 million, shall be paid in the Q1 2013, depending 

on the exploratory results of Huron well.  The amount to be paid is determined, considering that 
during a ma ximum period of two years (until December 2012) there shall be 2P type certified 

reserves. Reserves volume is multiplied by a percentage (between 6% and 8%) of the average 
WTI price during a given period of time to determine the base price to pay, subject to the 
maximum limit established.  

 

Offshore International Group (OIG)  

 

If during  the two years following the acquisition date (February 6, 2009) the average price of crude oil 
per barrel is greater than US$60 but less than, or equal to  US$70 , amount to be  paid is US$200 mill ion; 
if the average price per barrel is greater than US$70 , amount to be paid is  US$300 mill ion. It should be 
noted that Ecopetrol is in charge of 50% of this commitment.  
 

 

Ship or Pay  Contracts            
 

Ecopetrol S.A. and ODL have e ntered into two contracts (Ship or pay): i) The first supports the debt 
(Financing Tariff) for 5 years and is collected through a trust fund in charge of paying the debt 

amortization payments to the ñGrupo Avalò, and ii) the second supports the securitization (Autonomous 
Equity Titles) with a validity of 7 years. From the issuance date of the titles, they shall be managed by an 
equity fund structured for that purpose and to which equity rights for invoicing, collecting and paying to 
title holders, have been  transferred.  Each of these contracts commits daily transportation of 30,000 
barrels during the first phase and 60,000 barrels during the second phase.  
 

 
32.     CRUDE OIL AND  GAS  RESERVES  
 
Ecopetrol applies international standards for reserves computatio n and classification, under the Securities 
and Exchange Commission (SEC). definitions.  Based on these definitions the Superintendency of Oilfields 

prepares the official reserves study for the year. Such report was approved by Ecopetrolôs Reserves 
Committe e in January of 2010.  

 
Reserves were duly certified at 98% by 3 specialized auditing companies: Gaffney, Cline & Associates; 
DeGoyler and McNaughton, and Ryder Scott Company. Pursuant to such certificate, the result of the 
reserves analysis is consistent with the contents and assumptions established by Rule 4 -10 of the S -X 
regulation of the Securities and Exchange Commission (SEC) of the United States of America.  
 
The following information corresponds to net proven reserves(without royalties) property of E copetrol in 

2009 and 2008 (subordinated companies are not included), corresponding to the final reserves balances 
prepared by Companyôs management.  
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   2009       2008    

 
Crude Oil  

(Mbls)  
Gas  

(Gigas)  

Equivalent 
Crude Oil  

(Mbe)   

Crude 
Oil  

(Mbls)  
Gas  

(Gig as)  

Equivalent 
Crude Oil  

(Mbe)  
        
Proven reserves as of January 1  798.02  1,898.44  1,136.12   857.36  1,979.59  1,209.8  
Revisal  318.98  548.55  416.98   44.17  54.50  53.9  
Extensions and discoveries  48.93  3.15  49.49   7.49  0.35  7.6  
Produc tion  (125 .39)  (153.61)  (152.75)   (111.00 )   (136.00 )   (135.2 ) 

Proven net reserves at  the end of 
the period  

1,040.54  2,296.52  1,449.54   798.02  1,898.44  1,136.1  

  
Mbls = Mill ion  of Barrels  

Mbe = Mill ion  of Equivalent Barrels  
 
 

33. SUBSEQUENT EVENTS  
 
Savia -  Perú  
 
In February 2010, an announcement was made regarding the transformation of Petro -Tech Peruana 
business model, the Offshore International Group (O.I.G.) main company, in which Ecopetrol S.A. owns 

50% and Petrolera KNOC another 50%.  Companyôs name was changed to Savia -  Perú.  

 
Teca field  ï Cocorná  Association contract  
 

Last February 12 of 2010 the Arbitration Court summoned by Ecopetrol S.A. and Mansarovar Energy 
Colombia Ltda. issued the arbitration award that ends the disagreement raised by the parties o f the 

Cocorná association contract related to the termination date of said contract (See note 31). Award 

decision was made in favor of Ecopetrol, generating an income positive effect in companyôs financial 
statements in an amount of $17,946 million which w ill be recognized in the results of year 2010.  

 

 
34. RECLASSIFICATIONS  
 
Some figures in the Companyôs balance sheet, the statement of financial, economical, social and 

environmental activities , and the statement of cash flows  for 2008 have been reclassified for comparison 
with the 2009 figures . 
 
 


