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CLARIFICATIONS  
4 For information purposes, we have converted some of the figures in this report to their 

equivalent in USD, using the TRM for the end of the period as published by the Colombian 
Financial Superintendency.  The exchange rates used are as follows:  
ī 2007: 2,014.76 COP/USD;  
ī 2008: 2,243.59 COP/USD.  

4 In the figures submitted, a comma (,) is used to separate thousands and a point (.) to 
separate decimals. 

4 TGI´s  2007 results reflect the companyôs operation between March 3rd and December 31st 
of such year.  Therefore, and only for comparison purposes, TGIôs 2007 financial results 
were annualized dividing the figures by 304 (days elapsed between March 3rd and 
December 31 st) and multiplying the result by 365 (number of days in one year).   

4 EBITDA is not an acknowledged indicator under Colombian or US accounting standards 
and may show some difficulties as an analytical tool. Therefore, it must not be taken on its 
own as an indicator of the companyôs cash generation. 

 Return 
RELEVANT INFORMATION  
4 The Colombian economy will face in 2009 the challenge of mitigating the negative impact 

resulting from lower internal consumption, exports and investments.  The country is 
currently implementing anti -cyclic measures to counteract the abovementioned and the 
Government foresees growth figures within a range of  0.5% y 1.5% . 

4 The expansion of TGI´s main pipelines ( Guajira and Cusiana) will be undertaken w ith 
investments amounting to around USD 450 mm. Investments in the Guajira pipeline are 
around Usd 150 mm and will be financed with TGI´s cash flow.  They will increase transport 
capacity by 70 mmcfd (to 260 mm cfd) and should be ready for operation during the first 
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half of 2010. On the other hand, the Cusiana investment will be financed with local loans 
granted to EEB that will be used to finance a trust-type financial vehicle to which TGI will 
contribute with its construction contracts. The project should be ready by the end of 2010 
and should enhance capacity by 180 mmcfd (to 390 mmcfd).   

4 TGI has been implementing a strategy to cover the exchange rate risk to which the 
principal of its foreign debt is exposed. Last January, it contracted forward s and swaps for 
an amount of Usd 200 mm, which grants the company the right to purchase  foreign 
currency in 2017 at a predefined rate.  TGI´s goal  is to improve such coverage. 

4 On March 7th, Transcogas Peru signed the concession contract with the Peruvian 
Government for the construction of the ICA gas distribution network . Transcogas Peru is a 
joint  EEB and TGI company in which the former holds majority stocks (75%). Distribution 
capacity may reach 240 mmcfd, most of which would be directed to the pretrochemical, 
industrial and fishing sectors.  Investment could amount to Usd 250 mm, 30% of which will 
be equity and the remaining 70% would be financed through local Peruvian banks and 
multilateral loan entities. Construction is expected to last around 30 months  (it is expected 
to start in 2010 ) and commercial negotiations should be finalized this year with the 
subscription of supply and transport contracts.  
4 Fitch and Standard & Poors maintained TGIôs rating of BB, changing its outlook from stable 

to negative. S&P pointed out that the change reflects the impact of the devaluation of the 
peso in the leverage indicator (Debt/Ebitda). The report also highlights the companyôs 
sound cash flow standing, its revenue stability, its natural hedge with respect to the 
devaluation of the peso and the favorable regulatory environment in which the company 
operates.  

4 It is expected that by the first half of 2009, CREG updates the remuneration methodology 
for the natural gas transport activity for the next tariff period (5 years). We expect that 
such update may include signs for investments aimed at improving the systemôs reliability. 
At the end of last year, CREG issued for comments resolution 157, where it proposes an 
increase in the cost of capital and it establishes that the investment related to the 
transport activity will continue to be paid in Usd.  
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MACROECONOMIC INFORMATION  
Selecte d economic indicators  

 
 

Evolution of selected economic indicators  
 2004  2005  2006  2007  2008  2009 (p)  
GDP grow th  4.87 4.72 6.80 7.50 2.50 0.5 / 1.5 
Change in consumer price index  5.50 4.85 4.48 5.69 7.67 4.5 / 5.5  
Direct Foreign Investment (USD mm)  3,015 3,540 3,951 7,870  10,564 7,000 
TRM (USD/COP) (1)  2,412 2,282 2,238 2,015 2,244 2,473 
Sources: Banco de la República; DANE; Anif, Bloomberg survey 
(e) Estimate 
(e) Expected 
(1) Year end. 

 
At the end of March, a series of entities revised downwards their expectations regarding 
world economic output for this year. The information reveals the extent of the deteri oration 
of the economic environment in developed countries and their impact on emerging ones.  The 
reality is demythifying some of the paradigms built over passing months. Today, it is difficult 
to defend the fact that growth in China and India will offset  the downturn of the developed 
world and that emerging markets are immunized against the crisis. What we are seeing is a 
crisis of global dimensions. It also seems clear that 2009 will not be the recovery year and 
that the role of governments, specifically  those from the developed world, will be significant, 
not only in overcoming the crisis itself, but also in defining new ñrules of the gameò to avoid a 
situation like the current one from reoccurring.  
 
However, the impact will not be the same everywhere. G rowth projections for 2009 published 
by The Economist last March, reveal significant differences at regional level and per country. 
Among the largest countries, Japan will be the most affected, with a contraction two times 
greater than the European Union; China and India will show the greatest growth in 2009, but 
at rates well below those expected a few months back; Asian countries, which economies 
were mostly supported by international trade, will show severe contractions, and Latin 
America will experience a relatively less severe impact.  But even in this region, differences 
between countries are significant. Chile and Peru can readily implement anti-cyclic policies 

Population  44 Mm 
Area  1.1 Mm K2 

2008 GDP in USD bln  (e)  202.4 
2008 per capita GDP in USD (e)  4,650 
2008 GDP growth (%)  2.5 
2008 change in consumer price index (%)  7.67 
Sovereign debt rating (local currency)   BBB+ (S&P) / BBB- (Fitch) 
Sovereign debt rating (foreign currency)  BB+ (S&P) / BB+ (Fitch)   
TGI rating  BB (S&P)/ BB (Fitch) 
Sources: Dane; Banco de la República. 
e: estimated 
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and will have a stable outlook; Brazil has a very large internal market that may help it of fset 
the reduction in exports, and Mexico, due to its closeness with the US, will greatly depend on 
what happens next door. 
 
In despite of the fact that the Government revised downwards its growth projections for2009, 
and that the economy contracted during  4Q of 2008, the outlook for Colombia is relatively 
optimistic and the country may be classified among those in the region with the greatest 
strengths to overcome the crisis.  
 
Regarding the countryôs external environment, exports, foreign direct investment and 
remittances are expected to decrease, and the cost of external financing is expected to 
increase. Nevertheless, the country has most of its external financing needs cared for and 
devaluation would compensate the decrease in exports and the reduction of remittances.  
Internally, a decrease in internal consumption and private investment is expected, 
compensated by an increase in public spending and an expansive monetary policy that should 
begin to reactivate the economy, when confidence is regained. Let us look at these subjects, 
analyzing first our external environment.   
 
When facing a restricted financial market environment , the government took the lead to 
guarantee financing needs by placing a global bond for an amount of Usd 1.000 mm  at the 
beginning of this year. It also negotiated loans amounting to Usd 2, 400 mm and contingent 
loans for an amount close to Usd 6,500 mm. 
 
Furthermore, foreign direct investment (FDI) will probably be lower than 2008 Usd 10 bln 
figure.  However, the flows during the fi rst two months of 2009 (close to 1 .1 bln) were well 
above those of the same period in 2007. Most of the FDI in Colombia, is destined to the 
mining and hydrocarbons sector and execution of these projects is subject to contractual 
obligations. In addition, t he oil price seems to have stabilized at a level greater than usd 40 
per barrel; and this price is still attractive to undertake se veral projects in this sector. An 
increase in the flows of foreign investment portfolio may also be expected, in part due to the 
release on restrictions placed on these type of investments, but most importantly, due to the 
differentials in interest rates in a scenario where reference rates of th e worldôs most 
important countries are at zero, or tend to come close to zero. According to ANIF (a 
Colombian ñthink tankò), foreign investment in Colombia will reach Usd 7 bln in 2009, 30% 
less than in 2008 
 
Now, Colombian exports will drop in 2009. Explained mainly by lower international prices of 
basic commodities (mainly oil and coal),  the worsening of the economic conditions of our 
main trading partners (USA, Venezuela and Ecuador) and trading restrictions imposed by the 
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latter countries to exports of  some Colombian products.  The impact of the decreased exports 
should be moderate as their weigh is relatively low in the ec onomy (around 20% of GDP) and 
because the devaluation of the peso may partially offset the reduction in prices and external 
demand. 
 
These previsions allow the Central Bank not to consider feasible a massive devaluation of the 
peso in 2009, and this perception is shared by other entities (according to a survey conducted 
by Bloomberg to eleven financial institutions and published last March, the estimated average 
devaluation for 2009 is 15%).  This in turn, will help a m ore expansive monetary policy, as 
the plunge of international prices in some imported goods may be easily reflected in local 
inflation.  
 
Locally, internal demand decreased since the beginning of 2008 and, together with the 
decrease in exports, explains the industrial slow down that the country began to experience 
during the second half of 2008. This behavior was affected greatly by a decrease of 
consumption in homes and public spending, as private investment continued growing at high 
rates. Home consumption has been decreasing before the aggravation of the crisis last 
September as a result of the restrictive monetary policy and the slowdown of public spending 
reflects a seasonal situation due mainly to the first year in power of new local governments.   
 
Despite of the foregoing, there are evidences that may support demand during this year: (i) 
the room to implement and expansive monetary policy, (ii) soundness of the financial sector; 
and (iii) the possibility of increasing public spending.  
 
Between the years 2006 and 2008, the central bank put in place a restrictive monetary policy, 
increasing its interest rates and demanding greater reserves for bank deposits. The 
intervention rate reached 10% in November 2008 and as of then, it has been lowered by 300 
bp to 7% .  We are just beginning to observe lower interest rates in loans and this trend is 
expected to continue throughout 2009. In addition, inflation is behaving in a more favorable 
manner and this would open the doors for further reductions. The inflation  target for this 
year is 5% (ranging between 4.5% and 5.5%) and BR feels confident that it will meet this 
target.  Market expectations endorse its optimism; Marchôs survey conducted by BR to 40 
financial entities regarding inflation expectations for this year, rendered a mean slightly under 
5%.  
 
The Colombian financial sector enjoys a relatively sound position to face this international 
crisis and the internal slow down. BR reacted quite in advance to halt growth in loans by 
increasing the cost of money as of 2006. Additional measures were taken by the BR and the 
Financial Superintendency (SF) to increase provisions for bad loans (which value today 
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exceed the total amount of loans past due by 4% ) and to avoid the liquidity risk on foreign 
currency operations. The solvency ratio was at the end of March was 14% (5 percentage 
points above Basel recommendations). It is also worth noting that capital in the financial 
sector will be strengthening this year. According to information from SF, loan lending 
institutions obtained profits in 2008 amounting to Cop 4,862 bln (around Usd 2 bln) and 
practically half of these proceeds will be capitalized.  
 
In addition, Colombian companies have found in the local capital market a good alternative to 
finance their needs.  In 2 008, corporate bonds were issued amounting to around Cop 6,000 
bln (approx Usd 2.6 bln) and for this year the figure already amounts to Cop 3,000 bln 
(approx Usd 1.6 bln).  Excess cash of lending institutions and pension funds is playing an 
important role in the foregoing behavior, in addition to operation made by the Government to 
change to change the structure of its Cop debt denominated debt.  At the beginning of this 
year, the Government changed local notes with maturities between 2009 and 2011, for 
maturities between 2012 and 2019, reducing financing need for this year by Cop 2.4 bln.  
 
Even though Colombian fiscal management ability is tight, the Government has put in place 
measures to increase public investment, particularly in the fields of infrastru cture and social 
investment. According to the latest financial plan (January 2009), the Government will                                                                                                                                                                                                                                                
increase its fiscal deficit and will postpone expenses in order to increase by 31% investments 
in infrastructure (specifically in roads, housing and drinking water). Loc al governments are 
also expected to increase investments; as mentioned above, they postponed expenditures 
during 2008 and today enjoy fiscal surplus. It seems the problem is not related to finance but 
rather to execution, and therefore the Government is fo cusing on expediting the decision 
making process. 
 
In March, the Government also announced a series of measures aimed at increasing housing 
demand in lower income groups.  The strategy encompasses greater subsidies for the down 
payment and subsidies on monthly payments, together with a substantial reduction with 
respect to the time frames required to obtain construction licenses. It is estimated that the 
financial cost can be reduced by 25%.  The construction sector has significant weigh in the 
Colombian economy, it is labor intensive and has an important multiplying effect on other 
sectors of the economy. 
 
Therefore, there are objective elements to visualize the countryôs performance with moderate 
optimism for 2009.  It has enough room to relax monetary pol icy, the financial system is 
sound, the internal market can support financing for the  private sector and the governmentôs 
expenditure strategy could have an important role as an anti-cyclic tool. The markets seem to 
have acknowledged that the Colombian situation is relatively sound.  As of the deepening of 
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the crisis last September, the Colombian peso devaluated at a lesser level compare to the 
currencies of Brazil and Mexico, the stock exchange market is one of the less affected in the 
region, and the same is true with respect to the ratio differential of Colombian debt to US 
debt.  
 
Finally, it is worth addressing briefly the Peruvian economy where the EEB group has 
interests. The Peruvian GDP showed the best performance in Latin America during 2008, 
growing around 10%. Performance for 2009 is not expected to be as good, but even though, 
the most recent estimates are around 3% for this year, an ou tstanding performance within 
the current context.   

Return 
MARKET INFORMATION  

Natural Gas Reserves and perspectives  
 Total NG  

reserves  
TPC 

R/P  
Natural Gas  

years  
(1)  

R/P  
Oil  

years  
(2)  

2004  7.2 32.1 7.7 
2005  7.5 31.8 7.6 
2006  7.3 29.6 7.8 
2007  7.1 26.6 7.0 
2008  N.A N.A N.A 
Source: ANH 
N.A: Not available 

(1) Results from dividing total reserves by current gas production. It estimates the duration of reserves 

given the production level at a certain point in time.  

(2) Results from dividing total reserves by current oil production. It estimates the duration of reserves 

given the production level at a certain point in time . 

 

2008 was an exceptionally good year for exploration of hydrocarbons in Colombia.  In total, 
96 A3 wells (wildcats) were drilled, which meant an increase of 37% in drilling activity  when 
compared to 2007.  Seismic activity also increased with the acquisition of more than 16 ,000 
km (almost 50% more than the previous year).  
 
Furthermore, most of the blocks with greater gas potential in Colombia (those awarded in the 
ñRonda Caribeò at the end of 2007) are still in their initial drilling stages and thus, 
determining the existence of reserves in these areas would still require a few years.  There is 
also a favorable expectation regarding the gas associated to a coal mine. The company 
operating the mine announced reserves amounting 2.3 TPC. 
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Natural gas de mand per sector -  Mmcfd  
  Refineries  Petrochemical  Industrial  Residential -  

Commercial  

Vehicle  Thermal  Exports  Total  Change  

%  
2004  85.2 11 161.2 137.3 22.9 178.4   595.9  5.15  
2005  82.4 10.7 170.4 143.5 30.3 192.4   629.7  5.67  
2006  90.9 12.7 209.1 152.1 49.8 181.8   696.4  10.59  
2007  98,0 13.1 226.1 162.8 74.2 157.2   731.1  4.98  
2008  91.2 12.1 240.3 166.2 78.1 134.7 147.2 869.8  18.97  

Source: UPME. 

 

During the last decade, natural gas became much more important for Colombia as an energy 
source.  As a result of the ñNatural Gas Massification Planò, a Government policy under 
implementation in Colombia since the beginning of the 90ôs, gas went from representing 6% 
of the countryôs primary energy supply to 16%.  
 
In 2008, natural gas demand grew 18%.  When ex cluding exports to Venezuela, one may 
observe a reduction of around 1%, which is explained by a reduced consumption of gas in 
the thermal sector. Most of Colombiaôs power generation is hydro and its production costs are 
lower than thermal generation.  Give n the above, during rainy years, like 2008, thermal 
generation drops.     
 
A study conducted in last November by Naturgas and UPME, concludes that natural gas 
demand will grow 3% per year  in average, for the next 12 years. When reviewing the figures 
of the study by regions, practically all growth will be explained by demand in the interior 
regions of Colombia, which translates into significant opportunities and challenges for TGI. In 
the following paragraphs we analyze the recent evolution and projections for the demand of 
natural gas.  
 
Between January and June of 2008, nearly 26,000 vehicles were converted to natural gas, 
amounting to a total of 262,000 vehicles operating in the country with this fuel. Demand in 
this market segment increased close to 6% and it is expected that  this upward trend will 
continue in the future given the fact that Colombia has decided to eliminate subsidies to 
liquid fuels (gasoline and diesel) and at present has freeze liquid fuel prices despite the 
downturn in international quo tes. According to a study conducted by Naturgas and UPME, 
demand in this segment will grow at annual rates of 9%  until the year 2020, where 600, 000 
vehicles will have been converted to natural gas in Colombia. 
 
Regarding household demand, last year 300,000 new users were connected, for a total of 4.7 
million households in the country with access to this fuel. Household demand in Colombia has 
been growing at steady and moderate rates (an average of 5% annually during the past four 
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years). The aforementioned study estimates that demand in this sector will grow around 
3.4%, and by the year 2020 7 million users will be using natural gas. 
 
Thermal demand dropped around 14% in 2008.  As mentioned, in Colombia during the rainy 
season, hydro generation increases affecting thermal generation.  Demand in this sector is 
highly volatile and its future will depend on the results obtained at the auctions of ñreliability 
chargesò (a scheme designed to enhance generation capacity where hydro and thermal 
projects compete) and on the future hydrological conditions.  
 
Last year, the gas industrial demand grew 6% when compared to 2007. This represents a 
significant change, especially if the slowdown of industrial activity during the second half of 
the year is taken into account.  Naturgas and UPME foresee, in a very conservative scenario, 
that demand in this sector may grow by 2.2% during the next 12 years.  
 
With respect to exports to Venezuela, the commitment consists on supplying 150 mmcfd in 
2009 and 2010, and 100 mmcfd in 2011. As of that year, Colombia would import 150 mmcfd 
even though the by national gasduct has a 500 mmcfd capacity, which ensures local supply. 
 
To summarize, natural gas growth potential is paramount, particularly inland and Colombia 
faces the challenge of guarantying that the necessary investments to enhance production and 
transportation capacity are undertaken in a timely manner.  

 

Natural gas production in Mmcfd  
 Guajira  Cusiana  Others  Total  
2004  457.8 78.4 71.6 607.8  
2005  457.8 119.6 72.5 651.0  
2006  440.2 189.2 85.3 714.7  
2007  457.8 219.6 66.6 744.1  
2008 (1)  574.5 216.7 85.3 876.5  
Source: UPME 

 
 
The most important challenge for Colombia is to ensure gas supply. The most significant 
investments undertaken in the country to meet this objective relate t o increasing production 
in the Guajira and Cusiana fields, and the enhancement of TGIôs transport infrastructure. 
According to the study conducted by Naturgas and UPME regarding (base case scenario), the 
execution of these projects and the import of gas fr om Venezuela will ensure reliable supply 
of this fuel in the next decade, without the need of new discoveries.  
 
TGI hopes to increase the Guajiraôs pipeline capacity by 70 mmcfd, to reach 260 mmcfd 
during 1Q 2010. The investment thereof amounts to US$ 150 million that will be financed 
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with TGIôs own resources. The expansion will be exclusively made by increasing gas pressure 
in the pipelines, through new compression stations and by increasing compression capacity in 
existing stations. Today, there are four  (4) compression stations along 580 km, consisting of 
the Ballena ï Barrancabermeja section.  With this expansion Project, there will be a total of 
seven (7) stations.   
 
Economic feasibility of the project is guaranteed, as the company has already signed 
contracts with 15 clients amongst which we find distributors, generators, refineries and 
industrial customers. The transport contracts signed will cover the entire new capacity which 
the company plans to build and their enforcement is subject to the completion of 
enhancement works underway. 
 
Cusianaôs capacity is expected to increase by 180 mmcfd, reaching 390 mmcfd before the end 
of 2010. The Project will be undertaken in two stages: the first stage is expected to be 
completed before the end of 1 Q 2010 and will increase capacity by 70 mmcfd; the second 
stage should be concluded by the end of 2010 and bring to the system additional capacity of 
110 mmpcd. The company hopes that by May it will have completed contracting this new 
capacity. 
 
Cusianaôs total investment amounts to around US$ 300 mm, which will be financed through 
local loans to EEB loan, TGIôs parent company.  
 
Finally, works are underway in the ICO project (Interconnection Center - West) in Venezuela. 
They will complete the construction of 3 compr essor stations that will enable the transport of 
gas to Paraguaná. This project is important because is part of the system that will enable   
Colombia to import gas from Venezuela. 

Return 
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OPERATIONAL PERFORMANCE  

 
 

Selected operational data  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 2007  
(1)  

2008  Unit  Change  
 %  

Total capacity (2)  443 443 Mmcfd 0 
Transported volume (3)  369 370 Mmcfd 0,3 
Firmed contracted capacity (4)  390 427 Mmcfd 9,5 
Load factor (5)  65,6 66,1 % 0,8 
Availability (6)  99,4 99,3 % (0,1)  
Losses  (7)  0,75 0,08 % (89.3) 
Gas p ipeline length  3.702 3.702 Km  0 
Gas pipeline length   2.314 2.314 Mll 0 
(1) EEB assumed control over Ecogas assets, rights, and contracts on March 3rd 2007. Only to make 

comparisons easier, TGIôs 2007 results were annualized by dividing the results by 304 (the days 
between March 3rd 2007 and December 31st 2007) and multiplying the result by 365 (total days 
of the year).  

(2) Nominal transporting capacity at the end of a period.  
(3) Average volume transported in a certain period. 
(4) Contracts by which TGI is obliged to keep a certain transporting capacity available to the 

costumer.  

(5) Ratio between the nominated volume by costumers and the transporting capacity.  

(6) Real gas transporting capacity in a certain period in relation with the nominal capacity.  

(7) Difference between gas volumes received and gas volumes delivered considering the changes in 

inventories. It is measured as a percentage with respect to the volume received by the 

customers. CREG acknowledges 1% in its tariff structure as maximum losses that can be 

transferred to the customers.  

 


