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PRESENTATION 

 

Operator^  Welcome to the Q4 2014 EPM Earnings Conference Call.  My name is Richard and I'll 

be your operator for today's call.  At this time, all participants are in a listen-only mode.  Later, we 

will conduct a question and answer session.  Please note that this conference is being recorded.   

 

The host and speaker will be Mr. Jorge Andres Tabares, Executive Vice President of Corporate 

Finance and Investment Management of EPM Group.  

 

Before I leave you with your host, we will give the floor to Catalina Lopez, Investor Relations 

Officer.  Ms. Lopez, please proceed.   

 

Catalina Lopez^  Thank you, Richard.   

 

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 fourth 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 to 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 

projections mentioned during this call.   

 

The conference call will be led by Mr. Jorge Andres Tabares, Executive Vice President of 

Corporate Finance and Investment Management of the EPM Group.   

 

Mr. Tabares has joined the Company since February and he brings to EPM Group wide and 

successful experience in corporate finance and investment banking both in Colombia and abroad.  

He's joined by several members of the Company senior management team.   

 

I would now like to turn the call over to Mr. Jorge Andres Tabares.   

 

Jorge Andres Tabares^  Thank you, Catalina.  Good morning, everybody.   



 

Our sale at 2014 was yet another exceptional year in EPM six-year history.  The Company not only 

attains satisfactory financial results but also advanced significantly both in the transformation 

process of our economic group and its utmost goal of helping consolidation of sustainable and 

competitive territories with better quality of life and access to opportunities for the communities to 

delivery of basic utilities and execution of programs and projects that are integrated into the 

regional development.   

 

This is the result, we think, of teamwork, inspiration and commitment of millions of people in 

Colombia and another five Latin American countries have given us the opportunity of being present 

in their homes with quality basic utilities.   

 

EPM's advancement generate well being, quality of life and better opportunities for our 

communities bringing hope to the millions of people who bring our living in a more equitable 

society, more human being's values and citizenship culture are the protagonists.   

 

Innovation to the service of the people is the dynamic pilot of EPM Group and each of the members 

of the management.  Today, we have programs such as Paga a tu Medida Energia Prepago which 

gives access to the public utilities to more families at the base of the pyramid.   

 

The group sustainability model got stronger with projects such as Ituango hydro power plant, the 

Bello Waste Water Treatment plant, the Nueva Esperanza Energy Transmission project, the Bonyic 

Hydroelectric project in Panama, Los Cururos Wind Power Park in Chile, and others made 

significant advancements in EPM's group transformation program which resulted in improved 

governance and competitiveness of trends to operation, integration of the group's companies in 

Colombia.   

 

Notably the UNE and Millicom merger closed in August of 2014 and that reinforces and brings 

sustainability to the group's telecommunication business unit who are protecting the future transfers 

from the Company to the City of Medellin.   

 

UNE ended the year with very satisfactory results growing revenue at 18% with significant growth 

in EBITDA and market share also.  With the expansion of Gas Sin Fronteras in all regions of 

Antioquia department, EPM connected 63 localities to the service at the end of 2014.  We have 79 

towns in the region that are now enjoying this clean and environmental friendly energy source that 

means savings for families, companies and businesses.   

 

As to sustainable mobility, three new Gas service stations were opened.  One of them in Apartado 

in the north of Antioquia and another to serve exclusively the line - the vehicles of the Medellin 

Metro that’s for lines one and two.  By the end of 2014, we have 12 Gas stations using the - 

flagging the EPM brand name.   

 

Together with the world electrification program called Antioquia Iluminada that has brought 

electricity to more than 8,000 homes.  Other social responsibility and corporate citizenship 

programs with outstanding moments in 2014 were Habilitacion Viviendas that facilitates 

connections to public utilities; Aldeas which is the construction of priority housing for low-income 



families; Energia Prepago, the regional scholarship program, and the Education of Water initiative 

among others.   

 

Here's the relevant fact slide.  We have a few highlights to share with you.  As part of the 

investment portfolio more 2015-2018 period, EPM estimates investments for $3.6 billion during 

those four years to carry out our expansion, modernization, and growth projects through the energy, 

gas, and water sectors as well as social and environmental responsibility programs associated with 

such projects.   

 

We think those will leverage the organization's sustainable growth and that of the territories where 

we're at.  In the four-year period, EPM Group's total investments will amount to $5 billion.  Eighty 

percent of this funds will be earmarked to the energy business unit and the remaining 20% to the 

water business unit.   

 

Between geographical terms, 89% of those funds will be invested in Colombia and 11% in Central 

and South America.  Thanks to the outstanding results in fiscal year 2014, EPM will transfer 

surpluses to the city of Medellin close to $417 million.  Such surpluses are part of the transfer 

authorized by the municipal ordinance number 34 of 2014 containing the budget of the city of 

Medellin for 2015.   

 

The sum of regular and extraordinary surpluses to be transferred by EPM to the Medellin 

Municipality during 2014 cannot exceed 55% of financial surpluses of fiscal year 2014.  On the 

other hand, progress on the sustainability of the group once reflected on the rating obtained in the 

Dow Jones Sustainability Index, we ranked one point above 2013 rating which permitted EPM's 

inclusion in the sustainability yearbook 2015 carrying a bronze medal.   

 

Regarding other business units, we will -- we like to highlight Emvarias, the recently acquired 

EPM's good solid waste management company and its achievement of a very important milestone.  

Emvarias started at the Altair II vessel in the La Pradera landfill, to which the disposal of waste 

from Medellin and 22 other municipalities of Aburra Valley.  Another Antioquia provinces near - 

in the near eastern, western, and northern regions will be provided for '15 or more years.   

 

This represents a major landmark for the regional development, the environmental sustainability 

and the quality of life of the 18 communities located in its influence area.   

 

Going to page number six, regarding the commercial energy demand in the countries where we 

operate, we draw attention to the following.  In 2014, commercial demand in Columbia was 3,000 

gigawatts hour which is 4.4% up than the preceding year.   

 

This year' growth is explained mainly by the entrance of large customers and users like Rubiales 

with about a thousand gigawatts hour during the year, a country's great economic conditions with 

4.7% GDP increase and the high temperature in most part of the national territory during the half - 

first half of 2014.   

 



In Central America, Panama electricity demand for energy growth at 4.8%, 2 points, 2 percentage 

points, below the average of the last five years.  This mainly as a result of savings problems 

conducted in the country due to the energy supply restrictions that the country experienced.   

 

El Salvador was the country with the lowest demand growth.  Generally, it's electric power demand 

and GDP is smaller than in other countries in the region and this year in particular economic 

growth slowed down partly due to the fact of the presidential elections that took place at the 

beginning of 2014 but the President was inaugurated only in June of the same year.   

 

Guatemala's growth rate for 2014 was 3.7% above its historical mean of 3.2% a year during the last 

five years.  EPM Group retained its 22% -- 24% participation in Colombian demand.  The largest 

participation of EPM Group in national demand took place in Guatemala with 43% and it includes 

the demand of EEGSA and COMEGSA, two of our subsidiaries.   

 

Regarding the group's companies in Colombia in 2014, demand grew by 2.8% around 14,600 

gigawatts hour in 2013 to slightly above 15,000 gigawatt hour.  Attention is going to EDEQ and it 

had 8.2% growth resulting both from the good economic dynamics in the influenced area whose 

main activity is production of coffee and from the public line in the city of Armenia which until 

2013 was served by our utility.   

 

The growth rate of EPM foreign company was the lowest among the group company in Colombia, 

something that it's explained by the fact that its market is much more mature in terms of energy 

efficiency and electricity coverage as compared to other regions.   

 

Internationally, demand growth was positive for all EPM Group companies.  Important among this 

is the 9.6% increase in DELSUR in El Salvador explained mainly by the recovery of larger user, 

Kimberly, currently.  Last year, it was also served by another utility.   

 

Going to page seven, in Colombia, hydraulic generation represents close to 70% of total electricity 

output reaching twice high price volatility.   This was the case in 2014 when the spot price 

increased by 20% as a result of adverse hydrology in the country during the first half of the year.   

 

However, the group company hedged their markets with long-term contract.  The spot price 

increased 3% in Panama and that was the result of low rainfall and unavailability of some 

generation plans, demand growth and delayed start of operations of some generation projects.   

 

At the end of the year, spot prices in Panama and El Salvador countries have depend in part of on 

the price of liquid fuels, started to decline as a result of the fall in international oil prices.   

 

In Guatemala, the energy mix consist of 42% hydraulic energy and 40% of renewable resources 

such as the [OMA] geothermal and others.  The others with precipitation helped the spot prices 

lower than in 2013.   

 

Actual duration in Colombia, during the fiscal - during the first months 2014, water flows of most 

of the systems was well below historical mean resulting in lower generation where we respected 

2013 and consequently as explained before, giving rise to the increase in spot prices in Colombia.   



 

We move to our main projects in page eight.  The most significant quarter investments at December 

2014 were the power business unit totaling $556 million.  The Ituango hydroelectric power plant 

stands out, investing around $444 million.  Also, was noted in Los Cururos wind park in Chile with 

30 million investment.  The Bonyic hydroelectric power plant in Panama with $69 million and the 

Nueva Esperanza transmission project with $14 million.   

 

In the water business unit, investment total $95 million with a major investment in the Bello 

wastewater treatment plant for $72 million.  The group consolidated investment, the energy 

business unit participated with 85% and the water business unit with 15%.   

 

Let me tell you then about the work progress in such important project.  By the end of the year, 

Ituango project present a satisfactory progress of around 28% and worth highlighting are the 

advanced excavations in several fronts.  In the transformer cavern with 100%, progress in the 

powerhouse with 69%, in the [tailwind tunnel] portal at 61% and in the [steel with] 40%.   

 

It is important to remind that the project achieved its first major milestone in February 2014 with 

the Cauca River deviation giving us confidence that we will meet its first page of operation in 

December of 2018.   

 

Construction of the major waste water treatment planned entered the year with 42% progress.  The 

liquids line will start operations in December 2015.  We are asserting to the citizens of Medellin 

and its metropolitan area EPM's commitment to the sanitation of the river is the backbone and best 

space for urban development in the region.   

 

Progress was also achieved in the Nueva Esperanza energy during [transmission] project.  This 

project is essential to increase the transportation capacity and reliability of the electricity 

transmission systems serving the provinces of Cundinamarca which includes Bogota, Meta 

Guaviare and Northern Tolima.   

 

Environmental licenses were obtained and works progress which is 40% was archeological 

recovery, a task undertaken by the project with extreme responsibility and respect for Colombia 

and historical heritage.  Most conducted successfully in the area designated for construction for the 

substation.   

 

We know energy transmission project very important for the Antioquia provinces is the [value-add 

Valacon] line which we expect to start operations in November 2016.  Civil works designed for the 

line as well as the design of the underground and the aerial line were also concluded at this point.   

 

At the Bonyic hydroplant in Panama, substation installation, dam construction, and reservoir filing 

were concluded and test for the first unit of 10.8 megawatts were conducted.  The project is 

operational since January of this year.   

 

Now, moving to some financial results in page nine.  In the fourth quarter, the macroeconomic 

scenario of the country where EPM operates, we highlight the following.  The global economy in 

2014, the less stable the context marked by the similar growth and low commodity prices that 



mandates downward revision of growth rates with the exception of the United States that has gone 

moderately.   

 

For the end of 2014, in the region where EPM group is present, the only countries we grow rate 

slightly higher than those of 2013 were Colombia with 4.7 and Mexico with 2.2 and El Salvador 

with 2%.  Chile's growth was 1.9% lower.  And as a consequence of the global situation with 

general growth expectations for 2015 are -- will call for a modest rate rise.   

 

Regarding in inflation, only Colombia with 3.6%, Mexico 4.1 and Chile with 4.64% exceeded the 

mild inflationary pressures at the end of 2014.   

 

In Guatemala, Panama, and El Salvador, lower inflation rates were mostly a result of the significant 

reduction in fuel prices.  As of the exchange rate, the currency of all countries under analysis with 

the exception of Guatemala suffered strong depreciation.  Colombia with the highest at 24%, Chile 

16%, Mexico 13%.   

 

The above was mostly result of the drop in oil prices and the decrease is - the decrease worldwide 

liquidity cost by the improved US market and the Fed's decision to reduce and end the monetary 

policies stimuli.   

 

In the case of Colombia, the elimination of the increase of [peso-weighting] JPMorgan index as to 

the above.  The quetzal was the only currency with a revaluation behavior in 2014.  Something that 

is explained by the price reduction in crude and oil as well as by increases in remittances.   

 

In page 10, we say that despite the global economic and stability, the Company got positive 

operational results.  Revenues were up by 10%, EBITDA by 13% and net income increase by 10%.  

Financial margin did not present relevant variations.  EBITDA margin and operational margins 

variated 1 percentage point above and net margin variated 1 percentage point below.   

 

Moving to page 11, the accumulated revenue, as of December 2014 increased by 10% in respect to 

last year same period.  The following facts standout.  Foreign subsidiaries contributed 34% of the 

group total revenue.  A fact that can be explained mainly by the performance in Panama where a 

higher energy demand, a higher energy prices resulted in 23% revenue increase.   

 

Water sector subsidiaries in Colombia which accounted for 2% of the group revenue as a result of 

the contribution of subsidiaries Aguas de Uraba and Aguas de Occidente.   

 

The EPM foreign company which accounted for 48% of the group's revenue increased its 

participation by 6% on account of a better price triggered by the rise in the producer price index 

and also due to higher sales along with Emcali and increased provision of our margin generation 

control service.   

 

As of December 2014, the power business unit accounted for 91% of the goods consolidated 

revenue and the water business unit accounted for 9%.  Fifty six of the group's revenue at the end of 

2014 corresponded to operations in Colombia and 34% to foreign subsidiaries highlight the multi-

Latino nature of our complex.   



 

In page 12, in December 2014, the EBITDA increased by 13% with respect to last year in the same 

period last year and we highlight the following.  The EPM foreign company accounted for 66% of 

the group's EBITDA mainly as a result of revenues increased due to high energy price and the 

provision of AGC service.   

 

The Colombian electric power subsidiaries accounted for 19% of the group's EBITDA may be able 

to increase energy sales on regulated market - in the regulated market.  The power business 

accounted for 89% of the group's consolidated EBITDA and the water business unit accounted for 

11%.  Eighty six percent of our group's EBITDA at the end of 2014 corresponded to operations in 

Colombia and 14% of subsidiaries abroad.   

 

Continuing to page 13, so December 2014, the net income increased 10% with respect to the last 

year same period with the following issues being highlighted.  The EPM parent company accounted 

for 67% of the net income and show an 8% increase due to higher energy prices under provision of 

AGC service as well as the successful exchange rate hedge in operation.   

 

The Colombian electric power subsidiaries which accounted for 20% of a goods net income grew 

80% mainly as a result of power sales.  Water sector subsidiaries in Columbia which accounted for 

2% of the net income increased 243% as a result of the addition of [embarias] to the EPM group.   

 

The power business unit accounted for 85% of the group's consolidated net income and the water 

business unit accounted for 15%.  Eighty nine percent of the group's net income at the end of 2014 

corresponded to operations in Colombia and 11% to foreign subsidiaries.   

 

Page 14 will show some parts of our balance sheet.  Our total assets amount to $16 billion 

representing a 17% increase.  Our power business unit accounted for 74% of the group assets and 

the water business unit accounted for 16% with the remaining 10% corresponding to other segment, 

mostly group investments in noncontrolled companies.   

 

The group's consolidated liabilities, a total of 7 billion, increasing 28% in respect to December 

2013.  It's explained by the exclusion of [unit] liability in the telecommunications company and 

there is - and the recent issuances of domestic and international goals.  The equity accounted $9 

billion increasing by 9%, that includes $396 million of minority investments.   

 

The group's total debt to total assets ratio is 43%.  The 26% financial debt is two percentage points 

higher than the one in 2013.  The financial liability represent 61% of the group's total liabilities and 

help finance to a large extent property plan equipment which, in turn, accounts for 65% of the 

group's total.  So that coverage rate is at the end of 2014, our EBITDA to financial expenses of 6.33 

and that debt to EBITDA of 2.84%.   

 

Moving to our debt profile, EPM's good debt total of $4.2 billion and according to the financial 

source, 53% of that debt is domestic and the 47% remaining is foreign; 83% of EPM's good debt 

belongs to the time company.   

 



Currently, we have 311 million of financial hedging on the balance sheet.  The exposure left has a 

natural hedge represented by the investment portfolio under company loans.   

 

Now, regarding the maturities of EPM parent company, we hold three international bond issues 

maturing 2019, 2021 and 2024.  These values are continuously being analyzed.  Taking to account 

the rollover alternatives in order to adjust them to the needs and comply with EPM's good strategic 

objectives.   

 

This year, we just recently issued balancing the local market for a total of COP630 trillion from 

which COP250 trillion, equivalent to $100 million are due in 2035.  Those are 20-year bonds.   

 

Moving to other events, I would like to highlight that even though 2014 was an excellent year for 

EPM's 2015 has started with significant achievements for our international companies.  For 

example, TICSA, a company of the EPM's group in Mexico will carry out and operate works to 

provide treated waste water to Mexican PEMEX in its refinery business Ciudad Madero with an 

investment worth 45 million.  This is one of the most important water reuse projects in Mexico.   

 

A second large international business announced by EPM's group TRELEC, has won international - 

an international bid process to build a new electric energy transmission network in Guatemala.  The 

product will consist of 160 kilometers of a 69 kilovolt lines and 12 substations at 230, 138 and 69 

kilowatts - kilovolts to provide high quality electric power in the southeastern region of Guatemala.   

 

In Panama, as I mentioned before, we have the third hydro generation plant of EPM's group build 

abroad, Bonyic, which have already started commercial operations and has a 13.8 megawatts 

capacity.   

 

With this, I'd like to end my presentation and open the line for questions from the investors in the 

call.   

 

QUESTIONS & ANSWERS 

 

Operator^  Thank you.  We will now begin the question and answer session.   

 

(Operator Instructions) 

 

And we're standing by for questions.   

 

Our first question on line comes from Roy Yackulic from Bank of America.  Please go ahead.   

 

Roy Yackulic^  Thank you.  I know you haven't given any guidance with respect to leverage in the 

past throughout the CapEx program you were expected to keep leverage below three times and 

we're at 2.8 now and I think that again, you'll have to issue and increase that in 2016 and 2017, so 

do you still maintain that limit of 3.0 times.  Has it changed and how is that impacted by the weaker 

currency?  Do you move to a higher kind of leverage limit now or where are - where do we sit?  

What can we expect?   

 



Jorge Andres Tabares^  Hi, Roy.  Thank you for your questions.   

 

I think the limit that we have on the conversation with rating agencies call for 3.5 -- 3.5X.  If I hear 

correctly, you're saying 3.0?  The number we have internally is 3.5   

 

There is a likelihood that we move above that multiple due to two facts.  One is that we're going to 

be investing Ituango over the next three years very heavily.  And secondly, if we succeed in 

materializing our growth strategy, you know, organic growth strategy in Latin America, that may 

require some higher level as well for a few years time before the investment start getting back and 

providing dividends and cash flow through the Company.   

 

We don’t - we have not the final limit on that number but we foresee that we may go up because of 

investment locally and inorganically abroad.  The exchange rate is not a major consideration in our 

- in our leverage strategy.   

 

Roy Yackulic^  Okay.  And what can you say about potential acquisitions this year?   

 

Jorge Andres Tabares^  For the last three years, no, we have been looking very actively for 

potential acquisitions across the region and in selected countries where we think we can operate 

better than others with economic and political environment is not as good.  We have advanced 

many of those potential investment analysis.  We are engaging a few of those processes.   

 

As you know, winning or not winning those processes is highly unpredictable.  We think we have, 

in our portfolio, at least five investment opportunities that fit the EPMs strategy extremely well, 

companies that are very well managed, that play to our core business and help us to diversify our 

investment portfolio.   

 

It's a binary exercise.  If we manage to win in one of those or two of those processes, we're going to 

change our investment profile is likely.  But it's difficult to foresee or to forecast.  Precisely, we're 

going to be able to succeed our strategy of diversification on growing inorganically is also helped 

or ruled by very strong discipline and the prices we pay for assets.   

 

So, we want to be smart buyers of companies and not just operating the checkbooks but being very 

careful in the strategy and the price we pay.   

 

Roy Yackulic^  Can you say anything about the range of prices for those five opportunities?   

 

Jorge Andres Tabares^  You mean the total ticket price?   

 

Roy Yackulic^  Yes.   

 

Jorge Andres Tabares^  Yes.  They vary from $200 million probably for around 800 or so.   

 

Roy Yackulic^  Okay.  Thank you very much.   

 

Operator^  Thank you.   



 

(Operator Instructions) 

 

And, pardon me, at this time, I see we have no further questions.   

 

Jorge Andres Tabares^  Well, again, in the name of the team here, we welcome you to -- we thank 

you for attending the call and please, do not hesitate if you have any further questions about the 

presentation and the information posted on the web, come back to us and we'll be happy to provide 

more information.  Thank you all.   

 

Operator^  Thank you.  Ladies and gentlemen, this concludes today's conference.  Thank you for 

participating.  You may now disconnect. 


