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PRESENTATION 

Operator:  Welcome to the Second Quarter 2014 EPM Earnings Conference Call.  My name is 

Lorraine and I'll be your operator for today’s call.   

 

(Operator Instructions).  Please note that this conference is being recorded.   

 

The host and speaker will be Mr. Juan Esteban Calle Restrepo, EPM CEO.  Before I leave you with 

your host, we will give the floor to Catalina Lopez, Investor Relations Officer.  Ms. Lopez, you 

may begin.   

 

Catalina Lopez:  Thank you, Lorraine.  Good morning to all of you and welcome to the EPM's 

conference call where we will be presenting the consolidated earnings result of EPM during the 

second quarter of 2014.   

 

Before we begin, it’s important to mention that during this call, the management’s comments may 

include forward-looking statements relating to future performance.  Such statements do not 

constitute any guarantee of performance, taking into account any risks or uncertainties that may 

occur or materialize.  Consequently, EPM declines any responsibility in the event that the future 

results are other than the projection mentioned during this call.   

 

The conference call will be led by Mr. Juan Esteban Calle Restrepo, EPM's Chief Executive 

Officer.  Please, Juan Esteban Calle Restrepo, proceed.   

 

Juan Esteban Calle Restrepo:  Thank you to everybody.  Good morning and thank you for tuning 

in.   

 

We will begin with highlighting the relevant fact during this second quarter of 2014.  First of all, 

our subsidiary in Mexico was awarded a bid for the expansion of the wastewater treatment plant of 

Compania Cervecera de Coahuila project where we will be investing $20 million.   

 

This project will contribute to our consolidation in Latin America giving us the opportunity to work 

with Constellation Brands, the largest premium wine and spirit producer in the world, which is 

company Coahuila is the third largest brewery in the U.S.   

 

Additionally, Emvarias, our waste management company or subsidiary in Colombia was awarded a 

contract to lease vehicles for approximately $30 million to renew its current fleet.  It will permit 

Emvarias to continue delivering the garbage collection service under optimal conditions in the city 

of Medellin.   

 



The contract has a term of seven years and will generate operating savings of approximately $3 

million in net present value.  The funds will be earmarked to improve labor conditions and 

professional qualification of more or less 200 drivers of Emvarias.   

 

Through public bidding by the Mining and Energy Planning Unit, UPME ascribed to the Ministry 

of Mines and Energy, EPM was the construction, operations and maintenance of the Bello-

Guayabal-Ancon 230 kV transmission line to be commissioned in November of 2016.   

 

Recently, EPM was chosen as the most innovative company in Colombia in the Elite Empresarial 

2014 survey published by Portafolio economic newspaper in Colombia.   

 

Our Solar Kit pilot program, our Prepaid Energy and Water Program, the Thermal Districts, the 

new community centers in Medellin that we call UVA, and the development in association with the 

Universidad EAFIT of the first Colombian solar-powered car which won last week the Engineering 

National Prize 2014, are some of the projects imprinted with EPM's innovation stamp.   

 

We also received dividends of close to $30 million from our subsidiaries in Guatemala.  Under our 

financing plan, EPM signed last May the 20th a loan contract with Banco Agrario for close to $55 

million that includes competitive long-term conditions; signing of this loan increases diversification 

of the company's financing sources.   

 

This financing will partially leverage the execution of EPM's investment plan during the rest of 

2014, specifically the Nueva Esperanza Energy Transmission project.  Among the negotiation's 

competitive financial conditions, we got 16- 

year term and six-year grace period for this facility.   

 

As part of our hedging strategy, we continue to bind cross currency swaps to mitigate the risks of 

interest rate and exchange rate risks associated to the IFC loan maturing in 2016 and 2018.   

 

Additionally, availing from the facility for conversion to local currency provided in our IDB 

Contract 2120, the current balance of $98 million was also converted to Colombian pesos.   

 

Going to Page 6, during the first half of 2014, the commercial demand in Colombia was 31,184 

gigawatts hour equivalent to 4.3% growth with respect to the same period last year.  This growth is 

explained mainly by the entrance of large customers such as Rubiales, the country's good economic 

standing and the higher temperatures that we had in most of the Colombian territory.   

 

For the first half of 2014, Panama which has historically recorded the highest electricity demand 

growth rates showed moderate growth explained by the savings program implemented in the 

country due to the restrictions in energy supply and the dry season that Panama experienced during 

the first six months of the year.   

 

The lowest in demand growth in this first half of the year in El Salvador was explained by the 

current economic deceleration created by the inauguration of the new government.  Guatemala in 

turn recorded for the first six months of the year growth rate close to historically 3% per year.   

 



The demand of EPM in Colombia increased by 2.3% from 7,241 gigawatts hour to 7,400 gigawatts 

hour.  Here, I want to draw attention to our subsidiary EDEQ which experienced an 8.8% growth 

rate during the period.   

 

This subsidiary benefited from good economic performance of the province of Quindio in the 

central part of Colombia.  In Colombia, EPM continued with our participation of close to 25% in 

the total national demand and internationally, our companies continue experiencing a very good 

performance.   

 

Important among this is the increasing demand of our company DelSur in El Salvador which 

presented an 11% growth rate.  DelSur is our large industrial user in Kimberly Clark that until last 

year was served by another carrier.  The largest participation of EPM in the total demand takes 

place in Guatemala where we have a 45% market share in that country.   

 

Going to Page, 7, as to the - in reference to the spot price, hydraulic generation in Colombia 

accounts close to 70% of total energy production which represented lower prices as compared to 

out Central American countries.  For this reason, the Colombian spot price is more volatile as well.   

 

However, the group's companies hedged this market risks through the signing of long-term 

contracts.  In Colombia, we experienced a 47% price increase with respect to last year and it was 

explained by our normal dry season that we experienced in Colombia during the first half of this 

year.   

 

We experienced less rain and as a result, I mean, the Colombian thermal power plants were 

dispatched more than in 2013.  To real generation during the first half of 2014, water flows for 

most of the systems, river as well as of the rivers flowing into EPM's reservoir were below the 

historical mean resulting in lower generation for EPM vis-a-vis 2013.  And consequently as 

explained before, the spot price in Colombia was much higher than 2013.   

 

Guatemala on the other hand had abundant water inflows since the end of 2013 and for this reason, 

the spot price in Guatemala was lower than the spot price in the first six months of 2013.   

 

Spot price in Panama was high as a result of low rainfall and the unavailability of some generation 

plants.  And as a result, the revenues of our distribution company were also higher.  In our country, 

the spot price depends mainly from the cost of fuel contracts of thermal generators.   

 

Going into Page 8, the most significant investment in CapEx as of June of 2014 is in the energy 

business unit where we invested close to $395 million specifically in the Ituango project.  We 

invested in CapEx close to $250 million during the first half of 2014.   

 

In addition to that, in our Los Cururos wind farm in Chile, we invested $7 million during this 

period.  And in Bonyic in Panama, we had CapEx investment of $36 million.   

 

In the water business unit, our investment in CapEx total $54 million including the wastewater 

treatment plant in Bajo where we invested close to $35 million.   

 



In our telco business unit, CapEx total close to $97 million associated with the expansion of our 4G 

network in UNE.  Our energy business unit accounted for 72% of the group's consolidated 

investment in the first half of 2014 and the water business unit participated with close to 10% and 

our telco unit with 18% of the total CapEx.   

 

Going to Page 8 - to Page 9, the total advance of main works in our Ituango project is at 25% level.  

This advance shows that works are being executed satisfactorily and the project is on time to 

entering to operations in December 2018.   

 

Execution of the powerhouse is at 37% completion.  For the transformer house, it is at 62% 

completion.  For the bottom discharge tunnels portal, it is at 55% completion.  For the covered 

dam, it is at 49% completion and for the spillway works are at 31% completion.   

 

Let me remind that works for diversion tunnels were already completed and one of the most 

important milestones for the project, the deviation of the Cauca river last February.   

 

The electrical and mechanical equipment, the turbines and generators, the transformers, the 

traveling cranes and the gates for deviation, conduction and draft tunnels are all in the design stage.  

The contracts for the gates for the tunnel linings and the strainers have already been awarded as 

well and we don’t foresee any problems in the construction of Ituango so far.   

 

Going to Page 10 with respect to the wastewater treatment plant, I would like to draw your 

attention to the following fact -- Works for the interceptor which will transport wastewater to a 

treatment plant showed 67% completion.   

 

The plant work showed 19% progress corresponding mainly to excavation and concrete pouring 

into sections of the digesters, energy recovery, preliminary and primary treatments, secondary 

treatment, operations building, hydration buildings, energy recording buildings, screens and 

interconnection channels between different structures.  We are expecting to enter that projecting the 

operations in December of 2015.   

 

Going to page 11, in general by the end of the first half of 2014, the performance of the Colombian 

economy continues to be outstanding.  GDP growth in the second quarter of 2014 was strong and 

we expect the Colombian economy to end the year with GDP growth rate of about 40.7%.  And in 

2015, we're expecting Colombia to continue growing its economy at a rate close to 5%.   

 

For the last two months in Colombia, PPI in Colombia experienced a negative growth reaching 

3.61% level for the second quarter of 2014, accumulated 3.61.  The mining sector recorded the 

largest negative variation minus 1.66% followed by the industrial with negative 0.12%.   

 

And those sectors were the main drivers of the negative PPI growth in the second quarter of 2014.  

All the other economies where we conduct business show normal GDP and economic performance.   

 

Going to Page 12, in the second quarter of 2014, our consolidated revenue for the group amounted 

to $3.7 billion, a 10% increase over the same period of 2013.  This good performance was 



explained by high energy spot prices and the increased revenues in our Panama subsidiary ENSA 

and also are due to the good performance of our telecommunication bus UNE.   

 

Total EBITDA for the group for the first half of the year was $1.1 billion, a 5% increase over the 

same period of last year.  And this good performance was also explained by the good performance 

of basically all of our businesses and all of our subsidiaries in all geographies.   

 

Operating income for the first half of the year was $748 million, a 7% increase with respect to the 

same period of 2013.  Net income total $451 million, a 13% increase over the same period of last 

year.  Such an increase was mainly explained by the good performance of revenues and the good 

performance of cost and expenses.   

 

This good result was achieved by EPM despite the fact that we experienced adverse hydrological 

conditions in Colombia during the first half of 2014.   

 

Going to Page 13 in the second quarter of 2014 as I told you it was increased by 10%, our foreign 

subsidiaries contributed with 28% of our group's total revenue, a fact that was explained mainly by 

the good behavior of ENSA in Panama with higher energy demand and higher energy prices 

resulted in that 40% increase in revenues in that company period over period.   

 

Revenue from our telco subsidiary which accounted for close to 19% of the group's total revenue 

increased by 10% as a result of the good performance of UNE TV, internet services and 4G 

segments.  In addition in telco, an order of our telco subsidiaries grew revenues by 47% due to the 

addition of new customers to its business line.   

 

Our water subsidiaries in Colombia which accounted for 1% of the group's total revenue grew by 

19% as a result of the contribution of TICSA, our Mexican subsidiary.   

 

EPM foreign company which participated with 39% of the group revenue presented a 3% increase 

as a result of third contract sales prices and within revenue from the provision of the automatic 

generation control, AGC service in the market.   

 

As of June of 2014, the energy business unit accounted for 73% of the group's consolidated revenue 

and the telco business unit accounted with 19% of the total consolidated revenue and our water 

business accounted for 8% of our total revenue.  Of the group's revenue in the second quarter of 

2014, 72% corresponded to operations in Colombia and 28% to our international subsidiaries.   

 

Going to Page 14, as of June of 2014, EBITDA increased by 5% with respect to the same period of 

last year and the following fact stand out -- EPM parent company accounted for 56% of the 

consolidated group EBITDA mainly as a result of high revenues of the two energy prices.   

 

The Colombian energy subsidiaries accounted for 15% of the group's total EBITDA mainly due to 

increased sales in energy trading.  The telecommunication subsidiaries are accounted for 17% of 

the consolidated group's EBITDA.  That EBITDA grew by 15% as a result of increased TV, 

internet and 4G service revenues.   

 



The energy business unit participated with 73% of the group's consolidated EBITDA, the water 

business unit with 10% and the telco business unit with 17%.  Of the group's EBITDA during the 

second quarter of 2014, 89% corresponded to operations in Colombia and 11% to our international 

subsidiaries.   

 

Going to page 15, as of June 2014, net income increased by 13% with respect to the same period of 

last year on the following fact explained that increase.  EPM parent company which accounted for 

65% of the total consolidated net income posted as 16% increase mainly due to exchange rate gain 

and financial revenue.   

 

The Colombian energy subsidiaries which account for 22% of our total net income decreased by 

2% mainly as a result of higher income taxes.  Our water subsidiaries in Colombia which accounted 

for 3% of our consolidated total income increased your close to 470% of their performance as a 

result of the addition of Emvarias to the economic group.   

 

The energy business unit participated with 83% of the group's consolidated income and the water 

business unit with 14% and our telco business unit accounted for 3% of our consolidated net 

income.   

 

Of the group's net income during the second quarter of 2014, 92% corresponded to operations in 

Colombia and 8% of the total net income came from our international subsidiaries.   

 

Going to Page 16, the group's total assets amounted close to $20 billion at the end of June with 1% 

increase over the same period of last year.  The energy business unit participated with 63% of the 

group's total assets.  The water business unit accounted for 16% of total assets and the telco 

business unit participated with 12% of EPM's total assets.  The remaining 9% corresponds to order 

segments which include the group's investments in non-controlled companies.   

 

Assets in Colombian pesos excluding the exchange rate effect dropped by 1% due mainly to the 

decline in cash resulting from increased payment of financial liabilities and transfers to the 

municipality of Medellin.   

 

The group's consolidated liabilities totaled $8 billion at the end of the period with basically no 

variation with respect to December of 2013.  Liabilities in pesos excluding the exchange rate effect 

declined by 1% due to maturity of fund transfer of the domestic bond issue and to the revaluation of 

the peso versus  the U.S. dollar.   

 

Book equity amounted to $12 billion at the end of the quarter showing an increase of 1%.  The 

group's total debt to total asset ratio was 40% at the end of quarter.  The ratio of financial debt to 

total assets was 23% of the group's total liabilities.   

 

Financial liabilities represent 59% and help us to find to large extent property plant and equipments 

which in turn account for 68% of the group's total assets.  The debt correlation ratios for the second 

quarter of 2014 were the one of EBITDA to financial expenses was 6.53 times and the one of debt 

to EBITDA was 2.18 times showing very good levels for the end of this quarter.   

 



Going to Page 17, the debt of EPM total $4.7 billion at the end of the quarter, 55% of our total debt 

is denominated in pesos while the remaining 45% is denominated in other currencies.   

 

Turning to percent of EPM's debt is contracted at the parent company level and there is currently 

$517 million of financial instruments hedging foreign exchange risk in our balance sheet.   

 

As to maturities, EPM parent company holds two international leases maturing in 2019 and 2021 

and these values are continuously analyzed taken to account the overall alternatives that we have to 

adjust the needs arising from the strategic objectives of the group but we don’t have any major debt 

payments in the coming years.   

 

We had some relevant events subsequent to closing of our financial statements in June - after June 

30.  The first one was the domestic bond issue for close to $250 million at 6, 12, and 20 years 

maturities that we made on July 29th of 2014.  The issued amount was close to three times higher.   

 

We also sign, finally, the public deed for the merger between UNE and the telecom business of 

Millicom in Colombia.  That public deed signing took place last August the 14th concluding the 

transaction we started with Millicom in 2012.   

 

We also entered into commercial operation in our wind farm in Chile in July 23rd.  The Los 

Cururos wind park in Chile is now fully operational.   

 

Moody's changed Baa3 international rating outlook of EPM from a stable to positive as well after 

closing and a very positive development in Colombia that will affect our results for the second half 

of the year is that the probability of occurrence of the Niño phenomenon was lower from 80% to 

65% and we are starting to see better hydrology in Colombia in the second half of the year.   

 

On the negative side, a tax law amendment is being debated in Chile.  It provides for tax for the tax 

rate to increase to 21% in 2014, 22.5% in 2015 and 24% in 2016 and 25% in 2017.  So we will be 

following that amendment closely.   

 

And finally, we withdrew the draft for Ordinance 267 that we were trying to pass at the Medellin 

council, city council, and that ordinance was related to our intention to sell the shares that we had in 

Isagen if the government was going to go ahead with the sale of the company because the 

government of Colombia postponed that decision, we decided to withdraw that ordinance from the 

Medellin City Council until the Colombian government makes clear what are the next steps that it 

will take with regard to the sale of the controlling stake they had in Isagen.   

 

So that is basically it.  Now, we're extremely pleased with the result of EPM for the first half of this 

2014 and we are very optimistic about the second part of the year.  So we will -- I will open the call 

for any questions that you may have.   

 

QUESTION AND ANSWER 

 

Operator:  Thank you.   

 



We will now begin the question and answer session.  If you have a question, please press star then 

one on your touchtone phone.  If you wish to be removed from the queue, please press the pound 

sign or the hash key.  If you are using a speaker phone, you may need to pick up the handset first 

before pressing the number.   

 

Once again, if you have a question, please press star then one on your touchtone phone.  Standing 

by for questions.   

 

And our first question comes from David Santos from Compass Group.  Please go ahead.   

 

David Santos:  Good morning and congratulations on the results.  I have two questions.  The first 

one is how he is going - how are you going to register in your accounts the new company merge of 

UNE and Millicom going forward?   And the second question is if purchases in the spot market in 

Colombia is the explanation for the impact on the EBITDA margin of the Colombian subsidiaries 

and the Colombian operation?  Thank you.   

 

Juan Esteban Calle Restrepo:  Yes.  I mean, we will not continue consolidating UNE into our 

numbers after the transaction.  Millicom is the one who is going to consolidate the UNE figures.  

So basically, we will register deviance once we get deviance from that subsidiary.   

 

And the second -- and your second question.  Yes, I mean, some of our distribution companies in 

Colombia were not covered 100% with long-term contracts as a result.  I mean, they had to go 

through a spot market to buy some electricity.  That is why the EBITDA of our subsidiaries, 

electricity subsidiaries in Colombia was a little bit lower with respect to the figures of last year.   

 

David Santos:  Thank you very much.   

 

Operator:  Thank you.  And once again, if you have a question, please press star then one on your 

touchtone phone.  Standing by for questions.   

 

And our next question comes from Roy Yackulic from Bank of America.   

 

Please go ahead.   

 

Roy Yackulic:  Hi.  I just have a question about reported numbers and the second quarter press 

release, you report that first half revenues for last year, 2013, were $3.38 billion and if I go back to 

last year's report and it's $3.514 billion and similarly, EBITDA for the first half of last year stated 

that $1.04 billion and if I go back to last year's, it's $1.082 billion.  Is this just differences in the 

exchange rate and your changing the exchange rate you use or why do I see discrepancy in 

revenues and EBITDA?   

 

Juan Esteban Calle Restrepo:  Yes, I mean, you're right.  It's just different exchange rates depending 

on the date that we are reporting.   

 

Roy Yackulic:  Okay.  So it changes the numbers that you report for the same periods of last year?  

That's correct?   



 

Juan Esteban Calle Restrepo:  Yes.   

 

Roy Yackulic:  Okay.   

 

Juan Esteban Calle Restrepo:  It is correct.   

 

Roy Yackulic:  Okay.  Thank you.   

 

Operator:  Thank you.  And once again, that's star then one on your touchtone phone if you have a 

question.  Standing by for questions.   

 

And our next followup question comes from Roy Yackulic from Bank of America.  Please go 

ahead.   

 

Roy Yackulic:  Yes.  I'm sorry.  I had a followup question.  UNE is deconsolidated or moved over 

to, you know, Millicom and they reported -- what will happen to leveraging?  Where do you 

forecast that net leverage work?  I understand from the CapEx program that's planned out that net 

leverage should rise as high as 2.8 times and what impact are we going see on leverage from - on 

that leverage from the deconsolidation of UNE?   

 

Juan Esteban Calle Restrepo:  Once UNE is deconsolidated, what we foresee is that our debt to 

equity ratio would increase more or less 0.2, zero point two.   

 

Roy Yackulic:  And in terms of net leverage?  What will happen?   

 

Juan Esteban Calle Restrepo:  Nothing in net leverage.  Yes.   

 

Roy Yackulic:  In terms of net debt to EBITDA?   

 

Juan Esteban Calle Restrepo:  In terms of total debt to ebitda.   

 

Roy Yackulic:  Okay.  Thank you.   

 

Juan Esteban Calle Restrepo:  But it's marginal.  It's marginal.   

 

Roy Yackulic:  Okay.  Thanks.   

 

Operator:  And at this time, I am showing no further questions.  Sir, do you have any closing 

remarks at this time?   

 

Juan Esteban Calle Restrepo: Thank you to everybody for tuning in.  I'm looking forward to our 

next conference call for the third quarter of 2014.   

 

Operator:  Thank you.   

 



And thank you, ladies and gentlemen.  This concludes today's conference.  Thank you for 

participating.  You may now disconnect.   

 

END 


