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EMPRESAS PÚBLICAS DE MEDELLIN E.S.P. 

 

CORPORATE GOVERNANCE CODE 

 

Introduction 

 

Corporate Governance, understood as the set of provisions, practices and measures that 

outline the proper balance between the owners and managers of a company, is also a 

dynamic system. The country has demonstrated this with the development of 

regulations that tend to ensure the governance of Colombian businesses since 2001, 

when the then-Superintendence of Securities issued Resolution 275, which indicated 

the requirements that issuers should meet if they intended for the stocks they issued to 

be placed among institutional investors. 

 

Today, those who wish to implement Corporate Governance practices do not have to 

limit themselves to simply following certain financial and trade system regulations and 

several mandatory provisions enforced by regulatory bodies. The issue has evolved, 

and now self-regulation has gained increasing relevance. Hence, within the legal 

framework of each business, stock issuers can consider adopting voluntary measures, 

that generally follow the recommendations set forth in model codes, such as those of 

the Organization for Economic Cooperation and Development (OECD), the Andean 

Finance Corporation (CAF) and, most recently, the Code of Best Corporate Practices 

issued in External Circular 028 of 2007 by the Colombian Superintendence of Finance. 

 

Bearing in mind that Colombian and international model codes present a series of 

measures designed to generally serve the structure of stock corporations, and that the 

requirement established in Resolution 275 of 2001 that stock issuers develop a formal 

corporate governance code is still in effect, Empresas Públicas de Medellin E.S.P. 

(“EPM E.S.P.” or “the companies”) has redesigned its Corporate Governance system 

to bring it in line with the conceptual advances made in this area, both nationally and 

internationally, and to adapt it to its particular legal character. 

 

With this vein, E.P.M. E.S.P has decided to implement a Corporate Governance model 

under the “comply or explain” system, which defines a specific standard of best 

practices and the commitments that seek to ensure its compliance, and establishes a 

mechanism that discloses the degree of compliance with the practices adopted and 

explains the reasons why it was not observed or any of these measures were not 

applied, if that is the case. 

 

This Code constitutes the group of measures adopted keeping in mind the Empresas 

Públicas de Medellin E.S.P.’s nature as a state-owned industrial and commercial 
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company, measures that are employed in key areas in which Corporate Governance is 

embodied: The relationship with the Company’s owners, the Board of Directors as the 

managing body, and the disclosure of financial and non-financial information. 

 

Therefore, following the “comply or explain” system that was chosen, Empresas 

Públicas de Medellin E.S.P. shall prepare the Corporate Governance Annual Report as 

a method of disclosure to the different stakeholders regarding the effective compliance 

of the practices adopted, and a space to indicate reasons in the event of any non-

compliance. 

 

On the other hand, bearing in mind the ownership structure of Empresas Públicas de 

Medellin E.S.P., as an assumption for compliance with the Corporate Governance 

measures adopted, the Relationship Framework Agreement entered into with the 

Municipality of Medellin or Governance Agreement is also of the utmost importance, 

in which the main commitments that govern the relationship between the Municipality 

as the sole owner and Empresas Públicas de Medellin E.S.P. are established. Indeed, 

the clarity with which this document describes the relationships between both entities 

is the foundation for the effectiveness of the statements contained in this Code. The 

Governance Agreement is comparable to the statement of majority shareholder 

commitments and the management agreements made by state-owned companies with 

governments, common in the French system. 

 

Therefore, the Corporate Governance Code, the Corporate Governance Annual Report 

and the Governance Agreement constitute the foundations on which Empresas Públicas 

de Medellin E.S.P. is based in its search to obtain adequate business management, 

balance the interests and interactions with its owner and transparency with its 

stakeholders and the market at large, aspects that undoubtedly lead, as has been 

demonstrated, to increased competitiveness and easier access to financial resources. 

 

Finally, it is well known that the concept of Corporate Social Responsibility is not a 

part of the provisions of Corporate Governance, given that their targets or stakeholders 

are others who receive adequate social management. However, due to the nature of 

E.P.M.  E.S.P.’s corporate purpose, because the recipients of its services are the same 

residents of the setting in which it operates, and due to the public nature of its owner, it 

cannot ignore the importance of this issue. Consequently, the final part of the Code 

includes a brief list of the commitments assumed in terms of corporate social 

responsibility. This section has been recorded with the clarity that the best standards of 

Corporate Governance, increased profitability and efficiency of corporate resources are 

futile efforts if they are not reverted, ultimately, for the good of the community in 

which EPM E.S.P. operates and that constitutes its raison d’être. 
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We trust that the new Corporate Governance Code to be adopted, along with the other 

instruments that complement and implement it, constitutes a step forward in our effort 

to reach the strategic imperative of regional, national and international growth set out 

by E.P.M. E.S.P, such that, with the timely provision of financial resources and the 

proper management of said resources, it will obtain the profitability expected by the 

owner, in order to always ensure the benefit of the community. 

 

CHAPTER 1. BRIEF DESCRIPTION OF EPM E.S.P. 

 

Empresas Públicas de Medellin E.S.P. (“EPM E.S.P.”) is a decentralized municipal 

entity incorporated through Agreement No. 58 of August 6, 1955 by the 

Administrative Council of Medellin, as an Autonomous Public Entity, and converted 

into a state-owned industrial and commercial municipal company through Agreement 

No. 069 of December 10, 1997 issued by the Council of Medellin. The EPM E.S.P. 

Transformation Agreement is found in Exhibit 1 to this Code. 

 

Because of its nature as a state-owned industrial and commercial company, EPM 

E.S.P. enjoys legal capacity, administrative and financial autonomy and independent 

capital, pursuant to Article 85 of Act 489 of 1998. With respect to its actions and 

agreements, and being a public utility company regulated by Act 142 of 1994, EPM 

E.S.P. is governed by the rules of private law other than the exceptions expressly 

established in the Colombian Constitution, statutes and other regulatory provisions. 

 

EPM E.S.P.’s term of duration is unlimited. Its main domicile is the Municipality of 

Medellin, although by decision of its Board of Directors, it may establish branches in 

any other place in Colombia or abroad. 

 

Empresas Públicas de Medellin E.S.P.’s current by-laws are found in Agreement 12 of 

1998, modified by Agreement 32 of 2006, issued by the Council of Medellin, through 

which Article 17bis was added, creating the Audit Committee of the Board of 

Directors. 

 

Empresas Públicas de Medellin E.S.P.’s corporate purpose is to provide residential 

public water, sewage, power and gas distribution services, basic public telephone and 

local mobile telephone services in rural sectors, and other telecommunications 

services. It may also provide residential garbage collection service, as well as other 

complementary activities related to each of these public utilities and to waste treatment 

and management. 

 

In accordance with the by-laws, EPM E.S.P. may enter into all types of agreements or 

form associations or consortia with other individuals or corporations, with the goal 



EMPRESAS PÚBLICAS DE MEDELLÍN E.S.P. – CORPORATE GOVERNANCE CODE 

 4 

achieving universality, quality and efficiency in the provision of residential public 

services to its users, always seeking the general welfare and improved quality of life 

for the population, meeting precise technical criteria, legal rigor, operational costs and 

services provided, as well as solidarity and income redistribution. 

 

Through Communication 2183 of June 23, 2006, Empresas Públicas de Medellin 

E.S.P. splintered, through the separation of ownership of all assets and liabilities tied to 

its Telecommunications Strategic Business Unit (SBU), which were used to create a 

new company: EPM Telecomunicaciones S.A. E.S.P. Consequently, although EPM 

E.S.P.’s corporate purpose remained unchanged, the telecommunications service that it 

previously provided directly is now provided by an affiliate that was a result of the 

split. 

 

EPM E.S.P. is the parent company within the corporate group that bears its name, 

composed of companies dedicated to providing water, power and telecommunications 

public services, in addition to the investing firm EPM Inversiones S.A., with respect to 

which it has made the relevant trade registration. The corporate website contains 

information about the companies that form part of the Corporate Group. 

 

EPM E.S.P.’s by-laws, contained in Agreement 12 of 1998, are found in Exhibit No. 2 

to this Code. Agreement 32 of 2006, which introduces Article 17bis, is found as 

Exhibit No. 3. 

 

CHAPTER 2. OWNERSHIP STRUCTURE OF EPM E.S.P. 

 

2.1 EPM E.S.P. as a decentralized entity owned by the Municipality 

 

Pursuant Article 311 of the Constitution, municipalities, as the fundamental entities of 

the political-administrative division of the State, are responsible for providing the 

public utilities determined by the law, building the projects that local progress 

demands, ordering the development of their territory, promoting community 

participation, the social and cultural improvement of its residents and complying with 

the other duties assigned by the Constitution and statues. 

 

Indeed, with the goal of paying attention to better providing several of the public 

utilities under its command, and to expand these in the scale required by the city’s 

development, the Municipality of Medellin created, in August 1955, the public 

autonomous entity Empresas Públicas de Medellin, and transferred to it control over all 

of the goods and ceded to it all of the rights tied to providing public services, so that 

they would be incorporated into the new entity’s net worth, which has since then 

operated independently from the Municipality and with its own legal capacity. The 
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Public Autonomous Entity was later changed to a state-owned industrial and 

commercial company through Agreement 69 of 1997, to adapt to the demands of the 

Law of Residential Public Utilities (Law 142 of 1994) with respect to the providers of 

said services. 

 

Therefore, the Municipality of Medellin is the sole owner of Empresas Públicas de 

Medellin E.S.P. The legal representative of the Municipality of Medellin is the Mayor, 

chief of the local administration, chosen by vote for four (4) year periods, and whose 

duties include appointing the General Manager of EPM E.S.P., since it is a state-owned 

industrial and commercial company. 

 

2.2 Relationship between EPM E.S.P. and the Municipality of Medellin 

 

In performing the activities that correspond to each entity, there are circumstances that 

arise in which the duties performed by both necessarily converge, as observed in this 

three-way relationship: 1) The Municipality as the owner of E.P.M. E.S.P; 2) The 

Municipality as a territorial entity in which EPM E.S.P. operates; and 3) The 

Municipality as a customer of EPM E.S.P. 

 

Identifying the boundaries of the actions of each of these entities in the confluence of 

circumstances indicated above is a fundamental assumption for efficient management 

and increased transparency in their actions. The text below briefly summarizes the 

main elements of this three-way relationship and how each is handled according to the 

circumstances: 

 

2.2.1 The Municipality as owner 

 

The Mayor of Medellin, as representative of the Municipality, owner of EPM E.S.P., 

has the following powers regarding this entity: To appoint the General Manager, to 

preside over the Board of Directors and to directly appoint the Board members. 

 

As to the financial surpluses that are generated from its management, EPM E.S.P. 

should transfer to the Municipality no more than 30% of the Company’s adjusted Net 

Earnings (net earnings before adjustments for inflation, minus taxes). Nonetheless, in 

exceptional cases and by request of the Mayor, transfers can be ordered above this 

amount with the approval of the Municipal Council. 

 

The requirements for EPM E.S.P.’s financial transfers to the Municipality should be in 

line with the Company’s financial projections, in such a way that the Municipality’s 

requirements met without hurting EPM E.S.P.’s viability, solvency and financial 

standing, or going against its projections. 
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In April, 2007 the Municipality of Medellin and EPM E.S.P. executed a Relationship 

Framework Agreement or “Governance Agreement,” through which they defined the 

guidelines of the owner-company relationship, the principles governing the 

relationship, and the specific obligations arising from the principles, aimed at better 

understanding the role of each of these entities in this relationship, meeting the main 

purpose for which they were created, and for the sake of ensuring their transparency 

before the community at large. 

 

The document represents, therefore, an essential element for compliance with the 

company’s Corporate Governance and may only be modified by the will of the parties 

reflected in writing. As to the principle of transparency, the changes that are set forth 

shall be reported to the community and especially to the groups or entities interested in 

monitoring its compliance. The Governance Agreement is included herein as Exhibit 

No. 4. 

 

2.2.2 The Municipality as a Territorial Entity 

 

The participation of EPM E.S.P. in the definition of the Municipal Development Plan 

is determined with business, technical, financial, economic and marketing criteria, 

considering the viability of each of the projects and compliance with its business 

objective. 

 

In this sense, the commitments that E.P.M. may make within the Municipal 

Development Plan shall be consistent with its own Strategic and Development Plans, 

which are approved and adopted by the Board of Directors, after following the internal 

procedure established for their study and approval. 

 

With respect to the payments that should be made to the Municipality, Empresas 

Públicas de Medellín E.S.P. receives the same treatment as any other individual or 

organization and no premium or special agreements exist with the Municipality as the 

beneficiary of these payments.  

 

2.2.3 The Municipality as a customer of EPM E.S.P. 

 

Empresas Públicas de Medellín does not give special treatment to the Municipality of 

Medellín or exempt it from payment in its role as a user of public services. 

Nevertheless, keeping in mind the importance of the Municipality as a representative 

of the community of public utility customers served by EPM E.S.P., the Section for 

Relations with Medellin, part of this entity’s Office of External Relations and the 

Environment, has been provided as the unit to centralize and coordinate the 
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communications with the Municipality with respect to its role as a customer and 

territorial entity representing the community. 

 

CHAPTER 3. BOARD OF DIRECTORS 

 

3.1 Board Composition 

  

The Board of Directors is the top management body of Empresas Públicas de Medellin 

E.S.P. The appointment of its members is made in accordance with the legal provisions 

that govern its structure, the entity’s by-laws, and the Relationship Framework 

Agreement entered into with the Municipality. 

 

To implement these provisions, the Board consists of nine (9) members, as follows: 

 

a) The Mayor of Medellin, who presides, or the delegate that the Mayor may appoint 

as a replacement during temporary absences, who in turn should be an official of 

the municipal administration. 

 

b) Three (3) members chosen by the Mayor of Medellin, among the control members 

registered by the Development and Social Control Committees of the Residential 

Public Utilities. 

 

c) Five (5) persons freely appointed by the Mayor of Medellin. 

 

The Board meetings may be attended, with voice but without vote, by the General 

Manager, the Secretary General and the other officials and persons who are granted 

this power. On the other hand, the Board may summon to its meetings any public 

servant of the Companies to present reports that the Board may request. 

 

In the event that a total absence of any of the Board members occurs, this member 

shall be replaced in the same way that he or she was appointed. To ensure the 

continuity of the Board of Directors’ duties, if the appointment of its members cannot 

be made in a timely manner due to any reason, or if those appointed have not taken 

office, those who are currently in their position shall continue to hold them until they 

are validly replaced. 

 

The term of the Board members shall be the same period of the Mayor of Medellin, 

and the members may be reelected by the incoming Mayor, in accordance with the 

provisions contained in the Governance Agreement so that the mid- and long-term 

strategic direction, as well as the policies and guidelines set by the Board, may have 

continuity within the entity. 
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3.2 Independent Board Members 

 

Of the nine Board members, five (5) should be independent. To be considered as an 

independent Board member, the following requirements must be met: 1) the member 

should not be or have been an employee or director of EPM E.S.P. or of any of its 

affiliates or subsidiaries, including those persons that would have fallen into this 

category during the year before their appointment; ii) the member should not be, or 

have been during the year before his appointment, a Member of the Cabinet or an 

employee of the Municipality of Medellin or any of the entities that are controlled by, 

registered to, or linked to it; iii) the member should not be an employee or director of a 

foundation, association or partnership that receives contributions or sponsorship from 

EPM E.S.P.; iv) the member cannot be an administrator of an entity on whose Board 

EPM E.S.P. participates; and v) the member may not depend exclusively on the 

income earned in fees as a member of EPM E.S.P.’s Board of Directors. 

 

3.3 Criteria for Appointing Board Members 

 

Pursuant to the terms established in the Relationship Framework Agreement, for 

selection of members of the Board of Directors, the Mayor shall consider the following 

criteria in addition to that mentioned in the item above, to choose independent 

members for the purpose of selecting persons with the highest academic, professional 

and personal qualities: 

 

1. Minimal academic background, at the professional level and in matters that can 

be considered related to the corporate purpose of Empresas Públicas de 

Medellin E.S.P. and with the duties and responsibilities of a member of the 

Board of Directors. 

 

2. Corporate and/or work experience in companies whose activities are related to 

the public utilities sector and/or the Company’s operations, for instance, in the 

commercial (marketing and sales), financial, auditing, human resources areas, 

etc. 

 

3. For the election of control members, these should demonstrate their time in the 

Development and Social Control Committee which chose them, their 

relationship to this committee, and the actions they have carried out in fulfilling 

their duties. 

 

4. To carry out, if possible and following the procedures established in the 

selection process of Empresas Públicas de Medellin E.S.P., a study of their 
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academic, professional and personal background, ending with the full 

compliance of the requirements listed, as well as their honesty and moral 

standing. 

 

3.4 Ineligibility, incompatibility and conflicts of interest 

 

The members of the Board of Directors, in their role as administrators of a state-owned 

industrial and commercial company and as individuals who exercise a public duty, are 

subject to the rule of ineligibility and incompatibility set forth in the Colombian Legal 

System, particularly, those established in Act 80 of 1993, Act 142 of 1994 and Decree 

128 of 1976, and other regulations that may amend or add to these laws. 

 

On the other hand, if one of the members of the Board of Directors, in exercising his 

duties, determines that he is in a position of conflict of interest regarding a particular 

decision, he must communicate this situation to the Board, providing the information 

that could be considered relevant with respect to this matter. If, in fact, it is a matter 

that cannot be addressed due to a conflict of interest of the Board member and of 

Empresas Públicas de Medellin E.S.P., either due to the interest of the member or of a 

third party, the member involved should refrain from participating in the discussion 

and from taking a decision on the matter of conflict. This circumstance shall be 

evidenced in the minute of the corresponding meeting. 

 

3.5 Disclosure of Résumés  

 

In order disclose to different stakeholders the composition of the Board of Directors of 

Empresas Públicas de Medellin E.S.P., the members’ résumés shall be available on the 

entity’s website and shall be incorporated into the Corporate Governance Annual 

Report with a brief summary of each member. 

 

3.6 Duties of the Board of Directors and its Members’ Commitments 

 

3.6.1 Duties 

 

The by-laws of EPM E.S.P. establish the following duties for the Board of Directors: 

 

a) At the initiative of the General Manager, define the administrative structure of 

Empresas Públicas de Medellin E.S.P. and create, merge and eliminate the units 

and jobs that it deems necessary for its operation and indicate their basic duties, 

in accordance with the law. 
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b) Establish the overall policies of Empresas Públicas de Medellin E.S.P. and the 

plans and programs it should carry out. 

 

c) Approve the business plans for the periods that it indicates. By doing so, all of 

the operations included in these plans and those that are necessary to fully 

perform them shall be deemed to be authorized, such as the allotment of 

resources, methods of financing, sources of credit, issuance of bonds, 

securitization of assets, and creation of guarantees, among others. 

 

d) Authorize participation in partnerships, consortia, joint ventures, or any other 

type of association allowed by the law to meet its objectives. 

 

e) Set the overall policies regarding the assignment of personnel to the service of 

Empresas Públicas de Medellin E.S.P. and approve, reject or modify the 

general regulations that govern employment, the compensation regime, the 

wage scales and the administration of personnel, prepared and presented for 

consideration by the General Manager, in accordance with existing regulations. 

 

f) Examine, approve or reject the financial statements at the end of the period and 

the accounts that the General Manager should present. 

 

g) Issue the general hiring rules for Empresas Públicas de Medellin E.S.P. and 

indicate the amounts from which the General Manager may delegate authority 

to award and enter into agreements. 

 

h) Set rates in cases in which the competition has been assigned by a superior 

regulation. 

 

i) Authorize the transfer of real property of Empresas Públicas de Medellin 

E.S.P., or the limitation of their ownership, when the amount surpasses one 

thousand (1,000) current minimum monthly wages. 

 

j) Authorize the creation of guarantees, real or personal, to support the 

companies’ obligations in which any capital investments are held, but limited to 

the percentage of the share in its capital. 

 

k) Authorize the General Manager to acquire any concession, privilege, patent, 

brand, trade name or the other rights over said intangibles and their transfer, if 

possible. 

 



EMPRESAS PÚBLICAS DE MEDELLÍN E.S.P. – CORPORATE GOVERNANCE CODE 

 11 

l) Authorize submission of the disputes that may arise between Empresas 

Públicas de Medellin E.S.P. and third parties, whose amounts exceeds five 

hundred (500) current minimum monthly wages, to arbitrators or conciliators, 

except when this mechanism has been contractually agreed to. 

 

m) Approve the settlement of disputes between Empresas Públicas de Medellin 

E.S.P. and third parties, whose amounts exceed five hundred (500) current 

minimum monthly wages. 

 

n) Authorize the General Manager and first-level public servants within the 

administrative structure of Empresas Públicas de Medellin E.S.P. to delegate to 

public servants at other levels some of their own powers, especially 

determined. 

 

o) Establish the general regulations regarding the creation of special funds and 

authorize their creation, in accordance with the budgetary rules. 

 

p) Establish the reserves indicated in Colombian law. 

 

q) Approve or reject the appointment and removal of first-level officials within 

the structure that the General Manager creates. 

 

3.6.2 Action and management commitments for members of the Board of Directors 

 

To comply with their statutory functions, in addition to those established by law, the 

members of the Board of Directors commit to: 

 

 Attend the meetings of the Board of Directors when summoned. 

 Always act in the best interest of the Companies. 

 Act in good faith, with independent judgment and guaranteeing the right and 

equitable treatment of the different stakeholders. 

 Reveal possible conflicts of interest they may have. 

 Devote enough time to carry out their duties as members of the Board of Directors. 

 Handle the Companies’ information responsibly. 

 Avoid handling, disclosing or using confidential information to which they have 

access for internal use for personal or a third party’s benefit. 

 

3.6.3 Responsibilities of the Board of Directors 

 

As the Companies’ highest administrative body, the Board of Directors has the 

following responsibilities: 
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 To oversee the compliance with all approved decisions, plans and projects. 

 To oversee the compliance with the Corporate Governance measures adopted by 

the Companies. 

 To oversee the effectiveness of the information disclosure systems, always aimed 

at guaranteeing the transparency of company management. 

 To ensure that, in the preparation of financial and management information, the 

accounting principles that reflect the companies’ true situation are applied, as well 

as the criteria and elements established in the Internal Control System and by the 

External Auditor, and that all of the processes necessary to review the figures 

presented have been completed. 

 To oversee the adequate identification of risks and to establish policies related to 

their mitigation. 

 

3.7 Internal Rules of the Board of Directors 

 

The Board of Directors is committed to adopting, maintaining and complying with its 

Internal Rules, which include, in addition to the rules established in the By-laws, those 

that are considered important from the perspective of Corporate Governance best 

practices. The Internal Rules of the Board of Directors are found in Exhibit No. 5 of 

this Code and discuss the following matters: 

 

 Formation and Participation 

 Meetings and Quorum 

 Secretary General 

 Information provided before Board meetings 

 Minutes and their exhibits 

 Management of pending matters. Follow-up of decisions 

 Opinion of external experts 

 Committees 

 Creation of study commissions 

 Directors’ self-evaluations 

 Opinion of third party experts 

 

3.8 Compensation and benefits 

 

Compensation for members of the Board of Directors is set by decree by the Mayor of 

Medellin. The Mayor and those members who are public servants are not entitled to 

the compensation that is determined. 
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As an incentive, Board members are given the chance to attend, at the Companies’ 

expense, training programs directly related to the entity’s activities and to the duties 

they should carry out. 

 

The Corporate Governance Annual Report shall disclose the amounts received by the 

Board members and the benefits received during the year. 

 

3.9 Audit Committee 

 

Article 17bis of the By-laws of Empresas Públicas de Medellin E.S.P. establishes the 

creation of the Audit Committee of the Board, which consists of at least three (3) 

Board members, including all independent members. Its president is an independent 

member and its decisions are adopted by simple majority. 

 

Through Decree 217 of 2006, which is included in this Code as Exhibit No. 6, the 

Committee was created, its duties were defined, and its operation was regulated. 

 

The Committee meets at least every three (3) months with the participation, in addition 

to the Board members that make it up, of the representative of the Committees’ 

External Auditor, the Director of Internal Control and those officials who, at the 

Committee’s discretion, should be part of the respective meeting. 

 

In addition to complying with the provisions of Act 964 of 2005, the Audit Committee 

has a mechanism to encourage, enhance and direct the effective Corporate Governance 

of Empresas Públicas de Medellin E.S.P., generating higher transparency within the 

entity and providing confidence to its owner, investors and other stakeholders in terms 

of the management of the companies. In this vein, the Committee’s duties include 

monitoring compliance with the specific Corporate Governance practices adopted by 

the entity, as well as the plans approved by the Board on this matter. Likewise, the 

Audit Committee should oversee the preparation, presentation and disclosure of the 

companies’ financial information to comply with the provisions of Colombian law. 

Hence, the financial statements for each financial year are submitted for the 

Committee’s consideration before they are presented to the Board for approval. 

 

3.10 Evaluation of Board Members 

 

Empresas Públicas de Medellin E.S.P. uses a self-evaluation mechanism for its 

directors, which is described and listed in the Internal Rules of the Board of Directors. 

This mechanism shall be applied at least once a year and its results shall be published 

in the Corporate Governance Annual Report. 
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The purpose of the Board members’ self-evaluation is to determine the degree of 

compliance with each member’s duties and responsibilities, the value that their 

performance adds to the entity, and the recommendations to make the Board a highly 

effective body. 

 

CHAPTER 4. DISCLOSURE OF FINANCIAL AND NON-FINANCIAL 

INFORMATION 

 

4.1 General Reporting Duty. 

 

EPM E.S.P. has the proper communication channels to disclose to various recipients 

the financial and non-financial information arising from its corporate operations. The 

principle of disclosing information is based on transparency understood as the feature 

that turns information into a true, clear, timely, relevant, accessible and useful element 

for those who   receive it. 

 

The companies’ general information is disclosed through different channels, depending 

of the audience it is addressed to: Press releases, brochures, manuals and the E.P.M. 

Corporate Website: www.epm.com.co. In addition, this Website has a special area 

called “Investors,” in which it gathers all of the information of interest to current and 

potential investors in securities issued by the companies. 

 

4.2 Information for Investors 

  

EPM E.S.P. complies in a timely manner with the rules governing the information that 

must be provided to the market by issuers of securities, as follows: 

 

 End of fiscal year information. Empresas Públicas de Medellin E.S.P.’s duly 

audited year-end financial statements are sent annually to the Superintendence of 

Financial Institutions, and are also kept available on the Corporate Website on the 

Investors’ website for a period of five years. 

 

 Information for interim periods. Every quarter, within 30 calendar days following 

the end of the respective period, Empresas Públicas de Medellin E.S.P. files the 

duly audited forms known as “Financial Appendices,” established for residential 

public utilities entities, with the Superintendence of Financial Institutions. The 

quarterly financial statements for the current year remain available on E.P.M.’s 

Investors’ website. 

 

 Relevant Information. EPM E.S.P. notifies the Superintendence of Financial 

Institutions, immediately upon occurrence or awareness, of every financial, 

http://www.epm.com.co/
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accounting, legal, labor or corporate situation related to the entity or the issues it 

has in the market, which would have been taken into account by a prudent and 

diligent expert at the time of purchasing, selling or holding the securities, or at the 

moment of exercising their inherent political rights. To view this information, 

investors can go to the Colombian Superintendence of Financial Institutions’ 

website at: www.superfinanciera.gov.co 

 

EPM E.S.P. may request authorization from the Superintendence of Financial 

Institutions not to publish a fact that is the subject of the relevant information, fully 

justifying the reasons for the request. 

 

Investors may turn to the National Registry of Securities and Issuers to obtain all of the 

companies’ financial and administrative information. In addition, the Investors’ 

website includes the following information: 

 

 Budget 

 Key figures 

 Financial statements 

 Financial indicators 

 Debt report 

 Investment portfolio 

 Risk Rating Report 

 External Audit Report 

 Securities outstanding in the market 

 Corporate Governance Annual Report 

 Résumés of Board members 

 Historical account of surpluses transferred to the Municipality. 

 

4.3 International Accounting Principles 

 

EPM E.S.P. is committed to advancing the exercise of restating individual Financial 

Statements for each fiscal year as compared to the year before, and shall take the 

measures necessary to adjust the notes to the Financial Statements and include the 

disclosures required by International Financial Reporting Standards (IFRS) until the 

publication of Colombian regulations adopting them, from the source of the economic 

transactions applicable to the Financial Statements of the Corporate Group of 

Empresas Públicas de Medellin. 

 

4.4 Specific Commitments to Investors 
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In September 2002, the Board of Directors issued Decree 179, which adopted the 

Internal Rules for Corporate Governance, establishing certain procedures and 

commitments aimed at protecting the interests of investors in the securities issued by 

the entity, in compliance with the provisions of Resolution 275 of 2001. After this 

document was issued - incorporated to the Code as Exhibit No. 7 - EPM E.S.P. has 

assumed the following specific commitments, in addition to the reporting requirements 

listed in this Chapter: 

 

4.4.1 Special Audits: Independent of the internal and external audits, a special 

external audit may be carried out, at the expense and under the responsibility of 

the investors.  The procedure to carry out these audits shall be as follows: 

 

a) One or more investors shall present to the General Manager of 

Empresas Públicas de Medellin E.S.P. a written request indicating the 

facts that give rise to the need for the audit, the objective, scope and 

duration of the audit, as well as the operations that will be audited and 

the auditing firm of recognized reputation and experience that will carry 

out the exercise. 

 

b) The request shall include the corresponding audit program, the work 

plan, and the number of persons who will be responsible for the 

evaluation. In any case, the audit should address specific matters and 

cannot cover industrial secrets or matters covered by Colombian 

legislation regarding intellectual property rights. 

 

c) Once the request and other documents are analyzed, the General 

Manager of the companies, within a period of ten (10) working days as 

of the day after the request was received, shall respond to the request 

and/or make the adjustments he deems appropriate to avoid subjecting 

the Company to unnecessary and expensive reviews. 

 

d) The results of the audit shall be communicated to the General Manager 

within ten (10) working days after the date set to complete the 

evaluation. The report shall include an adequately supported plan for 

improvement and verification of its compliance shall be the 

responsibility of the companies’ Internal Audit Unit. 

 

e) Once the Manager has approved the report, the external auditor shall 

disclose the results directly to the investors who requested the audit. The 

documents prepared by the special auditor in carrying out their work 
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shall be subject to reserve and should be kept for period no less than five 

(5) years, as of the date they were prepared. 

 

4.4.2 The legal representative of the Bondholders is responsible for carrying out all 

of the administrative and conservation actions necessary to exercise the 

investors’ rights and defend their common interests in the securities issued, to 

ensure fair treatment of every investor. 

 

4.4.3 A priority task for the management of Empresas Públicas de Medellin E.S.P. is 

to identify and control any type of risk that affect the entity’s assets or the 

development of its corporate purpose, and to efficiently maintain the Corporate 

Risk Management System that it has implemented. 

 

4.4.4 Regarding the risks inherent to the securities issued, Empresas Públicas de 

Medellin E.S.P. has the independent and impartial opinion of a securities rating 

firm that periodically assesses the companies’ capacity to make timely payment 

of its obligations based on factors such as its financial situation, the plans and 

strategies set out, the quality of its management, market opportunities, and its 

monitoring and auditing policies, among others. 

 

Empresas Públicas de Medellin E.S.P. is committed to providing the securities 

rating firm, in a timely fashion, with the information necessary for the original 

rating and for the quarterly follow-ups and annual reviews. 

 

The opinion of the securities rating firm and the results of its reviews shall be 

disclosed to investors and be made available on the companies’ website. 

 

The General Assembly of Bondholders may request that Empresas Públicas de 

Medellin E.S.P. have the risk rating firm advance, at the issuing entity’s 

expense, and at any time, an additional rating of the securities issued. 

 

4.4.5 Empresas Públicas de Medellin E.S.P. schedules, at least once a year, a meeting 

with the investors to present the financial situation, business and investment 

outlook, and the period’s significant events. 

 

4.4.6 The link between the investors, individually, or through the entity that 

represents them, and Empresas Públicas de Medellin E.S.P. is the company’s 

Capital Management Unit or the area that represents it. The request for public 

information about the companies should be sent to the address shown in the 

“Contact us” section of the Investors’ website or in writing to Carrera 58 No. 

42 – 125, in the city of Medellin. 
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4.5 Website  

 

EPM E.S.P. has a Corporate website (www.epm.com.co) that includes all of the 

financial and non-financial information mentioned in this Chapter and discloses facts 

relevant to the entity’s stakeholders. The page is updated whenever a relevant event 

takes place or when the information it contains is modified. Within the E.P.M. 

Corporate website, the Investors’ website can be accessed, which gathers information 

especially aimed at this interest group, as mentioned in paragraph 4.2 of this Chapter. 

 

4.6 Corporate Governance Annual Report 

 

At the end of each fiscal year, EPM E.S.P. shall publish a Corporate Governance 

Annual Report in which, in addition to disclosing certain data related to the issues 

contained in this Code, shall indicate the degree of compliance with each of the 

measures contained herein. If any of these practices or measures is not met, the Report 

shall publish the reason for non-compliance and the related commitments. The 

Corporate Governance Annual Report shall also include the response to the Country 

Code Survey, which is part of the Best Corporate Practices Code published by the 

Colombian Superintendence of Financial Institutions in External Circular 028 of 2007. 

Thus, the companies’ Corporate Governance practices are disclosed as well as the 

manner in which the entity has adopted the recommendations of the Country Code.  

 

4.7 Review mechanisms for EPM E.S.P. and financial and non-financial 

information 

 

4.7.1 External Audit 

 

Empresas Públicas de Medellin E.S.P. is not required to have an auditor since it is a 

state-owned industrial and commercial company and because all of the capital with 

which it was incorporated and operates is public. For this same reason, the entity is 

subject to full fiscal control by the Comptroller General of Medellin. 

 

In addition, it has a permanent external auditor hired in accordance with the contractual 

rules established by the entity and following the selection criteria set by the Audit 

Committee of the Board of Directors. The firm hired for this purpose cannot provide 

other services to the companies, and its contract should be for a maximum of three 

years, including its extensions, if any. If, with respect to the external audit, there are 

found to be conditions in force agreed to with the multilateral or commercial banking 

system or prospects for placing public debt securities, the auditor hired should also 

meet the particular conditions of said agreements. 

http://www.epm.com.co/
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The purpose of the external audit is to examine the overall accounting information and 

the financial statements, and to provide an independent opinion regarding the 

reasonableness with which they indicate the companies’ financial situation at the end 

of each fiscal period. The Audit Committee of the Board of Directors reviews the 

External Audit Plan in advance and monitors the compliance with the auditor’s work. 

 

EPM E.S.P.’s intention as the parent company of the Corporate Group that bears its 

name is that the external auditor should be the same for all of the companies that make 

up the Group. 

 

4.7.2 Other external controls 

 

Furthermore, due to EPM E.S.P.’s legal nature as an entity subject to various external 

controls that seek to guarantee the development of its governing process within the 

guiding principles of public administration. Some of the inspection bodies and the 

areas in which their review is exercised, are: the Attorney General’s Office and special 

prosecutors, who are exercise disciplinary control over the official conduct of the 

companies’ employees; the General Accounting Office, which oversees the quality and 

reliability of the EPM E.S.P.’s accounting information and financial situation; the 

Superintendence of Residential Public Services, an entity that oversees the compliance 

with the State’s social goals in the provision of the Service and seeks to preserve the 

companies’ financial and economic viability, and the Superintendence of Financial 

Institutions, which protects investors through monitoring and supervising the agents 

who operate in the public securities market. 

 

CHAPTER 5. CORPORATE SOCIAL RESPONSIBILITY AT EPM E.S.P. 

 

Beyond the companies’ relationship with its owner and the investors in the securities it 

has issued, and in order to achieve a proper relationship with the different stakeholders, 

EPM E.S.P. has a Corporate Social Responsibility model incorporated into its strategic 

framework, including policies and commitments aimed at improving relations with 

these other stakeholders: customers, suppliers, employees, the environment, 

competitors, the State. 

 

The core for the creation of these commitments lies in the entity’s sustainability and 

the commitments made in signing the Global Compact with respect to Human Rights, 

and labor, environment and anti-corruption regulations. The policies adopted also 

involve the following criteria: 
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 Every activity aimed at stakeholders must be framed within EPM E.S.P.’s 

corporate purpose and aligned with its strategic objectives. 

 As to tariffs and subsidies, EPM E.S.P. must comply with the statutes and 

regulations that define them, and may not take actions other than those allowed by 

law. 

 The actions aimed at stakeholders may not compromise the entity’s corporate 

viability. 

 

CHAPTER 6. AVAILABILITY OF THE CODE AND EXHIBITS 

 

This Corporate Governance Code is adopted by decree of the Board of Directors and 

its term is unlimited. The text shall be permanently available for investors and other 

stakeholders at the General Secretariat, located at Carrera 58 No. 42–125, Office 

12300, in the city of Medellin, and may be accessed through the Investors’ website at 

www.epm.com.co. 

 

The Exhibits to this Corporate Governance Code are, in order: 

1. Agreement 69 of 1997 of the Council of Medellin (Transformation Agreement ) 

2. Agreement 12 of 1998 of the Council of Medellin (By-laws) 

3. Agreement 32 of 2006 of the Council of Medellin (Reform of By-laws – Creation 

of the Audit Committee) 

4. Relationship Framework Agreement with the Municipality or “Governance 

Agreement” 

5. Internal Regulations of the Board of Directors 

6. Decree 217 of 2006 of the Board of Directors (Regulation of the Audit Committee) 

7. Corporate Governance Internal By-laws (Decree 179 of 2002 of the Board of 

Directors) 
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