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Operator: (interpreted)  Welcome to the conference of the consolidated results of 

EPM for the Third Quarter of 2010.  My name is Marcela, and I'll be your 

operator for today.  Right now, all of the attendees are in the listening mode.  

Later, we'll have a Q&A session. 

 

Our host and speaker today is Mr. Oscar Herrera Restrepo, the Director of 

Finances -- Institutional Finances of EPM.  Mr. Herrera will lead the 

teleconference in Spanish.  For those that are connected to the teleconference in 

English, you will listen to the simultaneous translation of this presentation.  

Before listening to our host, let's listen to the words of [Catalina Lopez], the 

Director of Relations with Investors.  Ms. Lopez, we're all ears. 

 

Catalina Lopez: Thank you.  Good afternoon to all of you, and welcome to the 

teleconference where we'll be presenting the consolidated results of EPM during 

the third quarter of 2010.  Before we begin, it's important to mention that the 

comments of top management of EPM can include projections of the future 

performance of the company, and these projections do not deem any 

commitment to future results nor any risks or uncertainties that can be 

materialized. 

 

Consequently, EPM does not assume any responsibility in the event that the 

future results are other than the projections mentioned during this call.   The 

teleconference will be led by Mr. Oscar Herrera Restrepo, the Institutional 
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Finances Director of EPM, and today he will be talking with the team of high -- 

top management. Before listening to Mr. Herrera, let's listen to the welcoming 

remarks of Mr. Restrepo, who is the President of EPM. 

 

Federico Restrepo Posada: Good afternoon.  EPM continues consolidating its 

position as the most important economic group of Colombia regarding the 

residential public utilities provider, and the second company in the country.  In 

compliance of our purpose of sustainability, we have been developing the 

strategy of growth and implementing investments and infrastructure during the 

year for close to COP1 billion, and we've also continued seeking acquisitions in 

and outside of Colombia focused in our public utilities business. 

 

Income during the third quarter is equivalent to COP6.1 trillion, which is close to 

$3.4 billion with a growth of 9% compared to the same period last year.  And our 

EBITDA reached COP2.1 billion, which is approximately $1.2 billion with a 

growth of 5%.  As I've highlighted the investments in the project, (inaudible) for 

COP446,000 million, with which we will end the construction stage according to 

the [14th] timetable and we will be given the operation of the first generator 

during the next month of December, and  the other three units during the first 

half of 2011. And we will thus contribute to the income and EBITDA of the 

business group. 

 

Likewise, during the third quarter of 2010, EPM signed a binding agreement with 

the majority partners of the Ituango hydroelectric project, which has an installed 

capacity of 2,400 megawatts, so that EPM through BOOMC agreement, which 

grants it a concession for 50 years, can finance bills, operate, maintain and later 

return the hydroelectric power station to the [Hydro] Ituango Corporation. 

 

I'd also like to highlight regarding subsequent [facts], the acquisition for $605 

million of a 100% of the Guatemalan corporation Distribucion Electrica 

Centroamericana II S.A. or DECA II, which in turn is the major shareholder and 

controller of Empresa Electrica de Guatemala S.A. EEGSA, the largest distributor 

of energy in Central America with more than 930,000 customers and of 

(inaudible), the main seller of energy in the region.  Thank you. 

 

Unidentified Speaker:  The following are the words of Mr. Oscar Herrera 

regarding the consolidated results of EPM during the third semester of 2010. 

 

Oscar Herrera Restrepo: Good afternoon.  As the relevant facts of these first three 

quarters of 2010, I'd like to highlight the agreement signed with the majority 
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shareholders of Ituango, in which EPM will build and operate the largest 

hydroelectric project in Colombia with the capacity of 2,400 megawatts.  Due to 

this project, we made a prepayment of about $200 million to obtain (inaudible) 

during the next 50 years, the operation of this project, which will be part of the 

EPM business group. 

 

It's also important to highlight that commissioning during the end of this year of 

the hydroelectric project Porce III, after four years -- or about four years during 

its construction phase, the first operation of generator will begin and three other 

generators will begin to operate during the first half of 2011.  As a relevant fact, 

I'd also like to highlight the award granted to one of our subsidiaries which 

distributes energy, it's called the CIER award, silver category, for customer 

satisfaction in the year 2010 regarding services of this subsidiary. 

 

This award was obtained among a 100 -- among 50 companies of 14 countries, 

and it was granted by the CER -- CIER, which grants this especially throughout 

South American leading companies.  I'd also like to highlight another 

distribution subsidiary, which is that of (inaudible), which obtained during these 

three quarters a certification regarding its quality system for certifications, which 

consolidated the integrated management system of the company. 

 

The financial result; revenues or income or operating revenues of this group 

during the year rise to COP6.1 trillion, which is about $3.4 billion with growth of 

9% compared to the same period the year before.  Within this growth, we are 

considering during the year 2010 the income of two new subsidiaries which 

distribute energy in Colombia, acquired during early 2009. 

 

The group of Energy business represented 66% of the total income of the 

Company.  So, communications insurance 26% and Water is 8% of total income.  

During the quarter, the third quarter of 2010, income totaled COP2.1 trillion with 

the growth of 2% compared to the third quarter of the year 2009.  It's important 

to mention that the income during the first quarter of 2010 was affected primarily 

because of the energy generation business, a situation that took place throughout 

the entire energy sector because of the El Nino or draught season, which reduced 

the availability of the water, of the dams to generate energy.  This [slighted turn] 

for all the players of the energy sector, less -- lesser generation than what was 

forecasted and therefore less income. 

 

Also, aided with the intervention of the national government in the sector to 

avoid the rationalization of energy, which was not experienced in the country, 
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and the country instead could go from a strong draught without having to resort 

to rationalize the energy.  Cost expenses rise to, as of September 2010, to COP2.3 

trillion with a growth of 11% compared to the year before. 

 

This growth is also explained because of the intervention in the energy 

generation market, since we had to resort to thermal generation in the country 

with a higher consumption of fuel either gas and diesel to generate energy.  The 

Energy group represents 65% of total cost and expenses of EPM 

Telecommunications, 29% and Water is 6%. 

 

The EBITDA of the EPM group reached COP2.1 billion as of September this year, 

which is about $1.2 billion with margin of EBITDA of 36% and a growth of 5% 

compared to the year before.  During the quarter alone, the EBITDA added up to 

COP155 billion with an increase of 3% compared to the same quarter in the year 

2009. 

 

The Energy group represented 69% of the total EBITDA of EPM group, 

Telecommunications 20%, and Water is 11% of the total EBITDA.  Net earning 

accrued as of September 2010 has up to [COP2.2 trillion], and a margin, a net 

margin of 19%.  During the third quarter, the net profit rose to COP401 billion 

with a decrease of 8% compared to the same quarter in the year 2009, and this is 

explained because of the same phenomenon of energy generation. 

 

Likewise, the net earning displayed in 2010 so far is due to the assessments in the 

-- assessment of assets, which has given way to more allowances and 

depreciation adjusting the figures a little and going hand in hand with the 

international standard of financial information.  Also, regarding the new 

subsidiaries of the energy distribution, which were acquired in March 2009, we 

started to apply the policies of provisions to the same EPM standards, and this 

implied an increase in the provisions to allow this amortization in assets, as well 

as pension funds. 

 

This way all the subsidiaries now go hand in hand with the policies and the 

standards of the parent company.   The Energy group represents 66% of the 

consolidated profit of the group, Telecommunications 26% and Water is 8%.  In 

the balance sheet, it's important to highlight (inaudible) COP27 trillion, which is 

approximately $15 billion with a 4% growth compared to September 2009. 

 

Total liabilities rise to COP7.8 trillion with a decrease as far (inaudible) of 1%.  

The financial liability as of September is close to COP4.4 trillion, which is about 
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$2 billion.   The indebtedness index is at 29%, total liabilities over total assets.   

The financial indebtedness is 15% of total assets.  Equity as of September 2010 

adds up to COP18 trillion, which is approximately $9 billion. 

 

The main indicators end of September 2010, beginning with the EBITDA margin 

of 35% via operating margin of 23%, the net profit margin 17%, the indicator of 

EBITDA against financial expenses as of September this year is of 12.45 times, 

and the indicator of indebtedness to EBITDA is at 1.4 times the EBITDA. 

 

Regarding subsequent expenses after the third quarter 2010, I'd like to highlight 

the closing of the operation or the acquisition of $605 million of a 100% of the 

Guatemalan corporation Distribucion Electrica Centroamericana II or DECA II, 

which in turn is a major shareholder of the Guatemalan company [Exa], which is 

the largest distributor of energy in Central America with more than 930,000 

customers and of [Comenza], which is the main seller of the region. 

 

In this presentation, you can see the way how this ended up with the 

Guatemalan agreement, which had to do with three companies, three holdings.  

And beneath these you can see several companies of energy distribution and 

providing services, as well as a small portion of generation, of which we will be 

acquiring 51% of (inaudible) growth. 

 

This acquisition consolidates the growth process and strategies which the 

company has to find, and which we have been looking at several options and 

analyzed several options to grow, and with this we will define significant 

acquisition in the region, that we deem is quite important for us and as the first 

point, to continue incurring at the Central American markets. 

 

Let me provide you some data about the companies acquired.  The number of 

customers are 930,000, sales of energy during the year 2009 of 2,900 megawatts 

our year, concession to operate of 50 years, which is due in the year 2048.  The 

generation company has a capacity of 10 megawatts, and Exa has 37% of the 

distribution market share in Guatemala. 

 

Lastly, I'd like to inform you about other subsequent expense after the third 

quarter of 2010.  Firstly it's a disbursement of new debt, which is close to $300 

million dispersed in the month of November.  This is a loan with local banks 

with a term of ten years.  This adds to the depth that we have of $2 billion as a 

group.  The indicator of debt as EBITDA moves to 2.6 times our EBITDA. 
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I'd like to highlight as well the statements made by the two risk firm companies, 

Fitch and Moody's regarding the acquisition of the asset in Guatemala and the 

two rating firms regarding their statements have informed that there is no 

implication of these acquisition on EPM's ratings, and these firms believe that 

this acquisition and consolidation for the growth of the EPM growth is good.  

Likewise, I would like to tell you about the advancements made by our business 

group to advance towards the use of international financial information 

standards. 

 

During October, we ended the first phase to diagnose as well, and we have 

reached the first figures of our financial statements regarding the international 

standards and we will continue the year 2011 with these indicators subsequent 

years to reach the option to use a financial information based on the international 

standards, seeking the best standards which in Colombia only recently have been 

adopted through a law which binds to use these type of standards, but still -- that 

we have about three years in the country to have a total conversion of this type of 

information to international standards.  Ladies and gentlemen, I finish my 

presentation now, so we've begin -- we can begin our Q&A session. 

 

QUESTIONS AND ANSWERS 

 

Operator: (Operator Instructions) 

 

Right now we do not have any questions.  Now, let's begin with our questions in 

English.  Each question will be translated to Spanish, and the answer in turn will 

be translated in English.  The attendees  that speak in English, can begin their 

questions. 

 

(Operator Instructions) 

 

There is no question.  Please give your closing remarks. 

 

Unidentified Company Representative: Okay, without any further ado, this is the 

information we have published, this report for the third quarter and we will 

continue providing these quarterly teleconferences as a good governance 

practice, and to reveal the information.  So, this is the first quarter that we're 

holding these teleconferences, and the next time we will be providing the results 

as of December 2010.  Thank you all. 
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Editor: Statements in English on this transcript were spoken by an interpreter 

present on the live call. The interpreter was provided by the Company 

sponsoring this Event. 

 

 

 

 

 

 


