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Second Quarter 2016 
Financial Report 

 
Empresas Públicas de Medellín E.S.P. (hereinafter, "EPM" or the "company") is the parent 
company of an economic group consisting of 49 companies (the parent company, 11 Colombian 
subsidiaries, 37 international subsidiaries) with presence in Colombia, Chile, El Salvador, 
Guatemala, Mexico and Panama. Its corporate purpose is the provision of public utilities, mainly 
in power generation, transmission and distribution, gas, water, cleaning and waste management 
businesses. 
 
The figures presented for this quarter are not audited and are expressed in millions of Colombian 
Pesos, according to the International Financial Reporting Standards (IFRS). The consolidation 
process implies inclusion of 100% of the companies where EPM has control.  

 

CONSOLIDATION SCOPE 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 



 

2 
 

Second Quarter 2016 
Financial Report 

1. EVOLUTION OF NON-RECURRENT EVENTS  
1.1 INCIDENT AT GUATAPÉ HYDROELECTRIC PLANT 

Since June 25, the Guatapé hydroelectric plant is operating at hundred percent capacity. 

The works to repair the technical problem happened last February 15 as a result of a fire in 

the power cables tunnel next to the entrance to the power house took 68 days less than as 

estimated. 

The costs incurred for repair works, including purchase and import of parts will be covered 

by the all-risk policy subscribed by the company. 

• Cable repairs: USD 22 million and deductible of USD 200 thousand. 

• Loss of revenue: COP 600 – 650 thousand million, with deductibles of about COP 215 

thousand million. 

 

Regarding the insurance policy:  

• Recoveries for USD 100 million were accrued in June. 

• Pending definition of total amount with adjusters. 

 

1.2 EL NIÑO PHENOMENON 

The El Niño phenomenon has ended and we have now ENSO neutral conditions. The 

probability of occurrence of an event "La Niña" is greater than 61%. (Source: IRI ENSO 

FORECAST). 

In July, EPM´s contributions were 32,0 GWh/day average versus 41,1 GWh/day historically, 

meaning a deficit of 9,1 GWh/day.  

For the SIN (National Interconnected System), average contributions were 144,3  GWh/day 

versus 150,8 GWh/day historically, meaning a deficit of 6,5 GWh/day. 

Given the improvement in hydrological contributions and the commissioning of all turbines 

at Guatapé, thermal generation requirement has dropped to less than 40 GWh/day. 

As to the aggregated level of the reservoirs, at the end of July EPM was at 44% and the SIN 

at 56%. 
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Regarding the El Niño economic impact (Jan-Jun 2016): 

• El Niño impact on EPM:  COP 272 thousand million thousand and on EPM Group: 

COP 314 thousand million. 

• Thermal generation 1.038 GWh represented higher operational costs vs 5.097 GWh 

of hydro generation. 

Main components associated to El Niño effect 2015-2016: 

• EPM bought gas in order to operate La Sierra and La Dorada thermal plants. 

• Investments were carried out to ensure liquid fuel supply for thermal plants.  

• EPM generated with liquid fuel. 

• Power purchases on the spot market at the highest prices recorded in the country´s 

history. 

 

1.3 TRANSFER OF THE SHARES OF ISAGEN HELD BY EPM 

• EPM will receive COP 1,480,000 million.  

• About COP 600,000 million will be distributed to its owner, COP 150,000 million each 

in the next four years (2016-2019). 

• Acceptance of Brookfield’s tender offer on July 26, 2016. 

• Closing expected for September of 2016. 
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2 FINANCIAL RESULTS AS OF JUNE 30,2016 
 

2.1 INCOME STATEMENT 

 

                                                                                              Figures in COP thousand million 

 

Consolidated revenue totaled COP 7.6 billion with 20% growth with respect to same 

period of last year.  

The following facts stand out: 

• Revenues of EPM parent company were COP 729 thousand million higher due to 

increased revenues in the Generation and Distribution segments.  
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• Then come the revenues of the Colombian power subsidiaries which were COP 

226 thousand million higher; here ESSA’s contribution of COP 99 thousand million, 

CHEC’s of COP 58 thousand million and CENS’ of COP 39 thousand million, stand 

out. 

• Revenues of Chilean subsidiaries were COP 165 thousand million higher; ADASA's 

operating revenue of COP 200 thousand million stands out.  

• The revenues of Guatemalan subsidiaries increased by COP 70 thousand million, 

those of the Panamanian affiliates by COP 53 thousand million, and those of the 

Mexican subsidiaries by COP 47 thousand million, with the commissioning of 

PEMEX project in TICSA and increased levels of water treatment due to the start of 

operations of the TUXTLA plant, as major causes. 

• Additionally, partial revenue of COP 294 thousand million was recognized in June 

corresponding to payment of loss of revenue and consequential damages related 

to the Guatapé loss.  

Operating margin as of June was 14%, 11 percentage points down. 

EBITDA totaled COP 1.7 billion, 12% down on last year; here we highlight the 38% increase 

in costs and expenses as a result of increased commercial operation, taxes, contributions 

and duties, maintenance and repairs. 

In the period of January to June of 2016, EBITDA margin was 23%. 

The period’s comprehensive income was COP 593 thousand million, 31% down on last 

year due mainly to operations’ cost overruns.  

Net margin was 8%, 5 percentage points down on same period of last year. 

When comparing results of second quarter of 2015 and 2016 we see 16% increase in 

revenue, 10% increase in EBITDA and 0.8% decline in comprehensive income. 

As of June, revaluation in Colombia was 7.41% (versus 8.05% devaluation last year) and in 

Chile 6.48%, yielding exchange gain of COP 299 thousand million, of which EPM parent 

company accounts for COP 220 thousand million and Chilean affiliates for COP 72 

thousand million. 
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Figures in COP million 

Concept 2015 2016 % Var. 2015 USD* 

Net Revenues 
          

6,335,070  
        

7,621,455  
             
20  

             
2,614  

Costs and administrative expenses 
          

4,742,183  
        

6,550,859  
             
38  

             
2,246  

Exchange differences 
           

(150,190) 
            

299,343  
        
(299) 

                
103  

Financial results, net 
           

(220,311) 
          

(307,619) 
             
40  

              
(105) 

Investment results, net 
                

61,257  
              

23,048  
          
(62) 

                     
8  

Profit before taxes 
          

1,283,644  
        

1,085,369  
          
(15) 

                
372  

Income tax provision 
              

371,053  
            

520,339  
             
40  

                
178  

Regulatory accounts, net 
              

(58,810) 
              

27,754  
        
(147) 

                   
10  

Comprehensive Income for the period 
              

853,781  
            

592,784  
          
(31) 

                
203  

Other Comprehensive Income 
           

(169,457) 
            

196,125  
        
(216) 

                   
67  

Total Comprehensive Income for the year 
              

684,324  
            

788,909  
             
15  

                
271  

Minority Interest 
                

67,966  
              

68,969  
               
1  

                   
24  

Total Comprehensive Income for the year 
attributable to owners of the company 

              
616,358  

            
719,940  

             
17  

                
247  

*Figures in COP were converted to USD at an exchange rate of COP/USD 2,916.15 (June 30, 2016) 
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2.2 COSTS AND EXPENSES 
 

Group EPM: 

 

Figures in COP thousand million 
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EPM Parent Company: 

 

Figures in COP thousand million 
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2.3 FINANCIAL RESULTS BY COLOMBIAN AND INTERNATIONAL SUBSIDIARIES 
 

 
Figures in COP thousand million 

Of the Group’s total revenue, Colombia accounts for 67% and foreign affiliates for 33%.  
 

• EPM parent company contributed with 49%, equivalent to 23% increase with respect 
to same period of last year, increase that obeys mainly to higher revenues from energy 
generation due to the increase in sales price, revenues from AGC service and reliability 
charges, as well as increased revenues from energy distribution owing to increased 
trading and construction of networks for third parties. 

• International subsidiaries, in turn, account for 33% of revenues with 15% increase 
with respect to same period of 2015.  

• Colombian power subsidiaries account for 16%, with 23% increase associated to 
higher average tariff, increased spot price and increased demand. The remaining 6% 
corresponds to the Water subsidiaries, with 22% increase with respect to same period 
of last year.  

 
As to EBITDA, the Group's Colombian companies account for 70% and foreign companies for 
30%.  
 

• The participation of EPM parent company in EBITDA is 50%, 34% lower than in same 
period a year ago, mainly as a result of increased costs of commercial operations for 
COP 1,171 million associated to purchase of power in the spot market and to higher 
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price caused by lower generation during the period (Note: average spot price was COP 
448/kWh). 

• International subsidiaries participated with 30% of the Group’s EBITDA, 28% more 
than in same period of last year, mainly due to the contribution of EPM Chile for COP 
121 thousand million where ADASA and the contribution of DECA Group for COP 265 
thousand million stand out.  

• Colombian power subsidiaries contributed with 19%, 22% more than in last year as a 
result of more GWh sold by ESSA and CHEC because of the higher thermal generation 
of the Termobarranca and Termodorada plants during the first months of the year and 
also due to higher tariffs of the power traded. 

• Last we have the Colombian water subsidiaries who contributed the remaining 1%. 
 
Regarding net income or comprehensive income of the period we would like to draw 
attention to: 

• Increase in revenues for COP 1.3 billion. 
• Higher costs and expenses for COP 1.8 billion. 
• Higher net revenues for COP 15 thousand million:  Exchange difference = +COP 299 

thousand million; financial = -COP 307 thousand million; associated to investments = 
+COP 23 thousand million. 

• Increase in tax provision for COP 149 thousand million. 
 

2.4 FINANCIAL RESULTS BY SEGMENTS 

 

 
Figures in COP thousand million 
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With regard to the results by segments: 
 

• Power services accounted for 85% of the Group’s revenues, 74% of EBITDA, and 80% 
of net income. 
In revenues, the Distribution and Generation segments stand out with 60% and 24% 
participation, respectively, as explained before. 

 
• Fuel gas services participated with 5% of the Group's revenues and 4% of both EBITDA 

and net income. 
In revenues we underline the 34% increase with regard to same period of last year 
explained by the 84% growth in sales to the secondary market and the 7% increase in 
customers because of the delivery of services to more municipalities in the Province of 
Antioquia. 

 
• Provision of water and sanitation services accounted for 10% of the Group’s revenues, 

22% of EBITDA, and 16% of net income; here, as mentioned before, ADASA and TICSA 
stand out. 

 

2.5 STATEMENT OF FINANCIAL POSITION 
 

Figures in COP million

 

                                                 *Figures in COP were converted to USD at an exchange rate of COP/USD 2,916.15 (June 30, 2016) 

 
The Group's total assets amounted to COP 43 billion, 2% up, where property, plant and 
equipment for COP 950 thousand million stand out associated to infrastructure projects under 
construction - Ituango, Aguas Claras, Nueva Esperanza, among others.  
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Other financial assets increased COP 425 billion due to the appreciation of variable-income 
securities (ISAGEN stock for COP 249 thousand million – COP 695 per share, and ISA stock for 
COP 175 thousand million – COP 1,560 per share). 
Liabilities increased by 5% due to additional disbursements of the Club Deal for USD 360 
million, for a total balance as of June of USD 560 million. 
 
Equity remained flat- explained by the comprehensive income of the period: COP 593 
thousand million and dividends declared: COP 816 thousand million. 
 
Regarding ratios: 
 

Ratios 2015 2016 

Total debt 53% 56% 

Financial debt 34% 38% 

EBITDA/financial expenses 6.49 4.35 

Debt/EBITDA 3.47 4.46 

 
 
The Group's Total Debt / Total Assets was three percentage points up on 2015.  
Financial Debt / Total Assets was 38% (four percentage points above 2015).   
 
Debt coverage ratio:  

• LTM Group's EBITDA amounted COP 3.3 billion due mainly to El Niño  and Guatapé 
effects. Without these effects, LTM Group's EBITDA would be COP 4.1 billion and 
Debt/EBITDA ratio: 3.61.  

• Debt/EBITDA: Increase explained by: 1) Lower EBITDA, 2) more loans during the period 
particularly for the Ituango project of USD 560 million.  

• Waiver, related to Debt/EBITDA covenant, with JBIC and AFD in process of approval for 
the rest of 2016 periods; with BID approved for 2016. 

• EPM expects to achieve again a Debt/EBITDA ratio lower than 3.5x in 2017. 
 
The strategies being implemented to improve such ratios are: continuous monitoring, analysis 
of operational improvements in EBITDA based on capturing synergies and optimizing costs 
and expenses after implementation of the strategy of the company’s internal transformation 
as of 2014, and the negotiation of hedges for the latest foreign-currency loans received to 
mitigate the impact of changes in the Colombian Peso devaluation versus the US Dollar. 
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2.6 DEBT PROFILE 

 

 
 
EPM Group debt totaled COP 15.560 million. As to financing source, 33% of debt corresponds 
to domestic debt, 14% to Pesos-denominated foreign debt, and 53% to foreign debt hired in 
other currencies. 
 
Of EPM Group's total debt 74% belongs to EPM parent company. 
 
Regarding hedges: there is currently USD 246 million of natural hedging with inter-company 
loans granted to affiliates with revenues linked to the US Dollar. Swap contracts were closed 
to cover the Club Deal trenches for USD 410 million at an average hedging exchange rate of 
COP 3,002/USD. Authorization was received from the Ministry of Finance to translate into 
Pesos the balance of the IDB loan for USD 154 million. 
 
As to maturities, EPM parent company holds three international bond issues maturing in 2019, 
2021 and 2024. These values are continuously analyzed taking into account the roll-over 
alternative in order to adjust to needs and comply with the strategic objectives of EPM Group. 
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EVENTS SUBSEQUENT TO THE CLOSING 
 

On July 7, the Medellín Mayor and President of EPM's Board of Directors, Federico Gutiérrez, 
designated lawyer Carlos Raúl Yepes Jiménez as independent member of EPM's Board of 
Directors. His last position was President of Grupo Bancolombia where he led the 
transformation of the entity. He has also been Vice president of Corporate Affairs, Legal Vice 
president, Secretary General and General Auditor of Grupo Argos.  
 
On July 19, EPM received recognition from the National General Accounting Office for its 
contribution to the development of the Colombian National Public Accounting System. The 
company has assumed responsibly all the regulatory changes being implemented in Colombia, 
among them the adoption of International Financial Reporting Standards (IFRS), of which, EPM 
has been a ground-breaker and pioneer in the country. 
 
On July 26, due to the change in the Nation's sovereign outlook from stable to negative, Fitch 
Ratings rating agency adjusted the debt rating outlook for several companies in the country, 
including EPM. It has to be noted that the firm maintains EPM’s foreign debt rating at BBB+ 
investment grade, one step above that of the Nation. In this sense, the outlook adjustment 
results from a factor that is exogenous to the company and to which all issuers in the 
Colombian market with corporate international ratings equal to or above the Nation's credit 
ceiling, as is the case with EPM, are exposed to.  
 
EPM cannot avoid the country's rating; however, it is important to clarify that this revision is 
a consequence of the evaluation of Colombia as a country and not of EPM's financial 
statements. Keeping Fitch Ratings rating at BBB+ for international debt is evidence of the trust 
in the company and recognition to the careful and transparent management of its public 
funds; the rating remains as investment grade.  As to local debt, it remains at AAA in 
accordance to the company’s solid financial profile.  
 
On August 4, EPM susbcribed a credit agreement for USD300 million with the agency Export 

Development Canada. The credit has a disbursement limit of 12 months and constitutes another step 

to ensure the financing of the 2017-2019 investment plan. It is the first EPM credit operation signing 

with the Canadian entity. 

 
 

For more information, contact: 

Catalina Lopez   Investor Relations    investorelations@epm.com.co 

http://www.epm.com.co/site/investors/Home.aspx 
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