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PRESENTATION 

Operator:  Welcome to the Fourth Quarter and Full Year 2013 Earnings Results conference call. 

 

My name is [Lorraine], and I will 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. Jose David Salazar, EPM’s Treasurer.  Before I leave you with your host, we will give the 

floor to Catalina Lopez, Investor Relations Officer. 

 

Miss Lopez, please proceed. 

 

Catalina Lopez:  Thank you, Lorraine. 

 

Good morning to all of you and welcome to the EPM conference call, where we’ll be presenting 

the consolidated earnings results of EPM during the fourth quarter and full year of 2013.  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 management during this call.   

 

The conference call will be led by Mr. Jose David Salazar, EPM’s Treasurer.  He is joined by 

several members of the company’s senior management team.   

 

I would like now to turn the call over to Mr. Jose David Salazar.   

 

Jose David Salazar:  Thank you, Carolina. 

 

Good morning, to everyone.  And thank you for joining us today.   

 

In 2013 EPM’s Group consolidated its position in Colombia and Panama and also succeeding in 

-- target markets such as Chile and Mexico and specifically through the establishment of EPM 

Chile in March of 2013 as a holding company to build on the growth plan in South American 

continent.   

 

EPM Chile concluded negotiations to establish the -- with 110 megs capacity project to be 

executed on -- turnkey -- in association with Danish company Vestas.  This investment is worth 



close to $220 million.  The part inspected operations in the second half of 2013 generated annual 

revenues between $40 million to $45 million.   

 

Also, in Mexico, the acquisition of -- in September of 2013 through its subsidiary EPM Capital 

Mexico where we conducted our capitalization of $113 million Mexican company Technology 

Intercontinental --.  This is equivalent 80% of shares  In November of last year, the shareholders’ 

meeting of -- Telecommunicationes approved the merger -- of Spain.  We are currently expecting 

approval by the Supreme Financing of Industry and Commerce  

 

In November also, Empresas -- it came under the subsidiary of EPM Group with an appeciation 

of 99.9% of the shares owned by the City of --.  This transaction was worth close to $18 million.  

This permitted the group to expand its portfolio voice management services.  -- September 11, 

1964 leading company in the public service of street cleaning and garbage collection in 

Colombia, with operations in Medellin and serves more than 700,000 customers.   

 

EPM subsidiary in Panama won the bidding maintaining 51% of the shares of --.  And renewed 

the concession until 2028 and electric energy to more than 390,000 customer in 2013.   

 

Also, it may continue to consolidate its presence in the gas segment in the regional market with 

service supplied to homes and natural gas vehicle service stations -- municipalities and 782,000 

customers served along 2013.  This was a 15% increase from last year. 

 

The groups in -- in 2013 totaled $1.5 billion with the following --.  -- electric power plant with 

$812 million.  -- to import product in Chile with $180 million.  Water treatment plant of $48 

million.  And -- energy (inaudible) probably $31 million.   

 

Regarding the electric power plant we highlight in conclusion, in the balance sheet of EPM, in 

order to optimize the project cost with some tax benefits in 2013. 

 

In terms of corporate social responsibility, EPM conducted the second voluntary measurement 

under the Belgium Sustainability Index.  With a rating of 77 points out of 100, EPM became one 

of the world’s most sustainability committed companies in the most -- water sector, above 89% 

of similar companies, and only three points below Swiss Environment, the leading company. 

 

Business -- significantly exceeded last year’s -- as the company -- and water sector (inaudible) 

environmental management.  Thanks to this rating, EPM received the (inaudible) award in the 

mention sector and was listed in the sustainability yearbook 2013.  Intensive coverage, during 

2013 -- program, which is aimed at low income population provided a total of 20,393 electrical 

installations, 93,588 gas installations and 2,615 water facilities. 

 

The program offers low cost and flexible financing terms for network installations.  The -- 

program provided the electric power supply for more than 19,000 rural households and around 

80,000 people benefited from this program.  Regarding the prepaid energy program, we had over 

12,000 new installations that were linked to accounts already in default or at default risk for the 

benefit of more than 50,000 people. 

 



All through 2013, an organization was implemented around November for EPM’s [Parent] 

company.  This was the first step to achieve the goal set in the EPM Group for 2022.  Also EPM 

received from the Colombian Securities Exchange, the IR recognition for issuers, honoring it as 

one of the most noteworthy Colombian companies of adoption best for relations with investors.  

The Colombian Securities Exchange promotes this initiative, taking into consideration, the 

relevance of having -- and timely information when making investment decisions and in order to 

make the Colombian market more attractive for investment. 

 

In terms of the financial relevant facts for 2013, we had the placement of domestic bonds, worth 

approximately $189 million with terms of 5, 10 and 20 years.  At the conclusion of this option 

EPM received demands for more than 477 million equivalent to point – 2.65 (inaudible).  This 

fund will be used for the execution of the --.  Also, in 2013 in Colombia, the tax enacted implied 

lower tax benefits than it was related to a special deduction on income position -- as well as 

additional cost related to the new CREE tax. 

 

As for the main projects we had  in 2013, as I mentioned before that -- amount around $1.5 

billion of which 43% increase over 2012.  The most significant investments are those of the 

energy business unit, with $1.3 billion.  The energy business was -- with a 2,400 max -- capacity 

and investment -- $812 million.  Also, we had the [Wind park] project in Chile investment $180 

million and the -- in Colombia with an investment approximately of $31 million.   

 

In the water business unit, investments ion 2013 totaled $108 million, included the -- wastewater 

treatment plant with a capacity of five cubic meters per second.  This investment for wastewater 

treatment plant was around $48 million.   

 

In the telecommunications business unit, the investments totaled $80 million with the technology 

– with technology and telecommunications equipment.  The energy business unit accounted for 

88% of the group’s consolidated investment in 2013.  The water business unit -- with 7% of 

telecommunication with 5%.  In terms of our -- project progress, we have the power house 

excavations with a projects of 19%, transformers covered 37%.  The discharge (inaudible) 39%, 

(inaudible) excavations of 19%. 

 

The (inaudible) wastewater treatment plant – we have the work for the interceptor, which will 

transfer the wastewater to the treatment plant, so 52% progress corresponding to four of the 

seven point seven kilometers scheduled.  -- target for the plan – for the plan -- excavation of 

intake -- and pumping, (inaudible) conversion to (inaudible) tanks, (inaudible) tanks, secondary 

distribution chamber -- connection channel to -- and operations building. 

 

Now to the financial results for 2013, in terms of the market -- scenario for the countries where 

EPM has presence, we saw the – that – in 2013 Latin America experienced an -- sort of 

significant (inaudible) stability of financial markets similar to other emerging economies.  This -- 

Federal Reserve’s announcement of -- and of monetary stimulus in accomplice with moderate 

growth in the region and uncertainty about China’s --.   

 

The impact materialized in significant depreciation of Latin American currencies, more so for 

those of -- and Colombia.  Inflation -- level.  The lowest index was that of El Salvador, below 



1% and the highest was Guatemala with 4.4%.  Colombia and Panama general price level 2012.  

As for GDP of the countries (inaudible) in El Salvador and Guatemala experienced high 

economic growth derived from increasing internal demand and consumption. 

 

In addition to last quarter’s market growth, which influences the economies of both countries, 

Panama’s GDP is related to its moderate economic activities and deceleration in construction of 

major works.  Here experience (inaudible) resulting from deceleration of China’s economy 

during the first half of the year, each affected corporate   

 

Lastly, the Mexican economy was affected by deceleration in manufacture, mining and 

construction.  In Colombia, GDP has remained stable at 4% levels.  The second quarter of the 

year economic recovery process explaining that the dynamism of both construction sector and 

exports with the domestic market maintaining its growth in consumption.  The Colombian which 

remain at negative levels, mainly the results deflation -- three most relevant economic areas, 

manufacturing, agriculture and mine.  (inaudible) which has determined (inaudible) a decrease in 

revenues from energy under contracts. 

 

In terms of exchange rates we have – that all currencies in the region exceeded at the 

depreciation trend, given the announcement of (inaudible) in the United States monetary policy.  

The Colombian case – the exchange rate went from scenario in 2012 to our depreciation scenario 

in 2013.  In 2012, we had our reevaluation of 8.97%.  And in 2013, we had a depreciation of 

8.96%.   

 

In terms of the inflation of the (inaudible) Panama and Colombia were the only ones presenting 

in the general price level.  Guatemala showed an increase due to a (inaudible) demand pressure 

where food and housing expenses had the largest incidents.  Price increases in water, electricity, 

gas and transportation.  Luckily, Mexico had a moderate increase, mainly due to non-expected 

adjustments and (inaudible) transfer tariffs in some cities and price increases in a reduced 

number of agricultural products resulting from our weather phenomenon. 

 

In terms of our electricity and gas and in Colombia in 2013, we had an electric energy demand as 

around 60,000 gigawatts representing a 2.8% increase with respect to the – last year.  Regular 

market demand grew by 3.1% and now regulated by 2.5%.  In 2013, commercial demand EPM 

Group in Colombia totaled 14,644 gigawatts, 2.7% higher versus prior year.  Electric energy 

demand in Panama in 2013 was 8,366 gigs, a 4.9% annual growth.  In El Salvador, it’s 6,000 

gigs with 2.3% growth and Guatemala, with 8,636 gigawatts with a 3% growth.  Natural gas 

demand in Colombia in 2013 was 382,000 units on – representing a 20.8% growth on 2012.   

 

In terms of revenues for 2013, we had a total of $6.9 billion with a slight decrease of .8% versus 

to last year, mainly explained by FX impact.  The exchange rate for the Colombian pesos against 

dollar was expected 2012 was around 1768 versus 1927 for 2013, representing 8.9% depreciation 

for the year.  Excluding the depreciation effect, the revenues increased by 3%.   

 

In Colombia, earnings for – of the generation business unit were affected by lower rents, which 

(inaudible) careful management of generation plant and were (inaudible).  Seeking to minimize 

economic impact with our risk and compliance with liability commitment of the country’s 



electric energy supply.  EBITDA stood at $2 billion, 4% down versus prior year, mainly 

explained by EFX.  Excluding the FX, slightly fell by 0.6%, explained by an increase in the cost 

and expenses we expected last year.  The cost increase in the distribution segment due to higher 

energy purchases in the energy stock exchange at a higher price. 

 

Additionally, the same percent decline of EBITDA in the generation business (inaudible) had an 

effect on such results due to lower revenues in 2013 as a consequence of decreased energy 

output.  In terms of operating income, we had a $1.3 billion, with an increase of 1% versus prior 

year.  Without taking into account the depreciation effect, the operating surplus increased by 5%, 

mainly to the behavior of probation depreciation and amortization, which fell in the 

telecommunication subsidiary.  This company, the telecommunication subsidiary wrote off its 

long distance -- depreciation (inaudible) in the -- internal networks and wrote off all their assets 

that were under replacement projects due to obsolescence. 

 

Net income total $869 million for the year, with a 2% decrease explained by non-operational 

activities representing $98 million net expense nearly the increase in non-operational expenses, 

explained by the FX impact with a total of $84 million or 8.97% depreciation.  Operating and net 

margins remained stable along 2013 were expected last year.  EBITDA margin fell by 1%, as a 

result of higher costs and expenses, as we mentioned before.   

 

Revenues for the fourth quarter of 2013 decreased slightly by .8% where expected the same 

period of last year.  Excluding the depreciation effect, revenues increased by 3%.  The 

(inaudible) deserve to be mentioned.  EPM foreign company was participating with 41% of the 

group’s revenue presented at 2% increase in the distribution segment as the result of higher 

energy sales in the regulated market.   

 

However, there was a decrease in the generation segment, explained by the 1.1 gigawatts decline 

in energy output as a result of the lower water inflows presented during the year.  Additionally, 

the producer price index, according to which prices energy under contracts are indexed, so for – 

so for 0.49 accumulated decrease during 2013.  Non the less EPM has stood as the second agent 

in the country in relation to size, and was able to take reserves to a reasonable safe level, in terms 

of the start in 2014. 

 

Energy -- in Colombia, which accounted for 13% of the group’s revenue grew by 2% due 

increase of 110 gigawatts and 67 gigawatts in the energy trading and the regulated market served 

by --.  Subsidiaries in Central America, which accounted for 26% of the group’s revenue grew by 

2% as a result of the behavior of -- in El Salvador.  -- revenue increase due to growth of energy 

demand and other initiated revenues.  In Guatemala, revenues -- declined and mainly (inaudible) 

domestic and export sales derived from forth real average price and sales volume.  In Panama, -- 

a slight decrease in revenues, (due mainly to the fact that the past due price overruns declined as 

a result internal for lower energy price. 

 

Revenues from telecommunication services, which accounted for 19% of the group’s revenue 

increased by 7% as a result of revenues from television, Internet, data and mobility.  Likewise, 

mention subsidiary in telco, which individually grew by over 60% after incorporation of new 

customers such as -- Colombia, -- and others. 



 

In terms of EBITDA for the fourth quarter, we had a decrease of 4% where expected the same 

period of last year.  Excluding the depreciation effect, EBITDA decreased by .6%.  The 

(inaudible) facts to be mentioned here is that EPM [Parent] company which accounted for 59% 

of the group’s EBITDA fell by 6%, mainly as a result of the direct new revenues in the 

generation segment.   

 

Energy subsidiaries in Colombia accountable for 14% of the group’s EBITDA grew by 6%, due 

mainly to the decline check and fuel purchases (inaudible) subsidiary with (inaudible) thermal 

plant upon termination of the PTA contract.  Subsidiaries in Central America was represented – 

11% of the group’s EBITDA had no significant variation.  For the communication subsidiary 

with 17% of the group’s EBITDA grew by 12% as a result of the increased television, Internet 

and data revenues.  The energy business participated with 74% of the group’s consolidated 

EBITDA, the water business unit with 9% and the telecommunication business unit with 17%.   

 

In terms of net income for the fourth quarter, we had a decrease of 2% versus where expected the 

same period last year.  Excluding the depreciation effect, net income decreased by 2%.  EPM 

[Parent] company is accountable for 68% of the net income and the net income for the [Parent] 

company fell by 6% due to the EBITDA decline and increase in non-operational expenses such 

as the $84 million of FX mentioned before. 

 

Energy subsidiaries in Colombia, which participated with 21% of the group’s net income 

increased by 45%.  Subsidiaries in Central America with 9% of the group’s net income fell by 

10%, mainly due to higher financial expenses, loss in value of their portfolios and higher 

expense from FX. 

 

Telecommunication subsidiaries participated with 2% of the group’s net income, increasing the 

results due to better operating results during the period.  Additionally, in 2013, Une wrote off its 

long distance license as well as (inaudible) due to their obsolescence.  The energy business unit 

participated with 87% of the group’s consolidated income, water business unit with 11% and 

telecommunications with 2%. 

 

In terms of the balance sheet for the group, we have total assets of around – of $20 billion with a 

slight decrease of 0.4%. The energy business unit participated with 63% of the group’s assets, 

the water business unit with 15% and telecommunication business unit with 13%.  As it’s 

expressed in Colombian pesos, excluding the FX income grew by 9%.  The group’s consolidated 

liabilities $8 billion, 6% higher versus 2012, as a result mainly of 10% increase in financial 

liabilities.  Liabilities – Colombian -- excluding the FX impact grew by 16%.   

 

This growth is explained mainly by the increasing financial liabilities, among which the 

following stand out, the new loan for EPM [Parent] company with the [AFE] for $185 million, a 

loan for our telecommunication subsidiary with a local bank for $265 million and a domestic 

bond issued for around $180 million.  Equity totaled $12 billion, 4% down versus 2012.  The 

total debt for the group, it’s around 40%, financial debt around 24%, which is 2 percentage point 

above 2012.  In terms of debt to coverage ratios, in 2013, we had EBITDA to financial expenses 

of 6.9 and debt to EBITDA at 2.4%.   



 

In terms of an outlook for first quarter 2014, we have the deviation of the Calper River for the -- 

which took place in – on February 17 of 2014.  Also we saw the elimination of tax law in 

Mexico and the tax and the cash deposits.  Additionally, the agreement on non-global taxation 

between Colombia and Mexico entering in 2014.  As to the (inaudible) Esperanzo project, we 

highlight environmental license for the 230 kilowatts line issued by the Nacional (inaudible) in 

December 23rd of 2013.  An alternative route and the respective environmental license for the 

500 kilowatt line are expected for the first quarter of 2014. 

 

A new tariff framework is expected for the water sector in Colombia, defining the target rules for 

the next five years.  Lastly, the authorizations from the superintendent of industry and commerce 

regarding the merger between -- Spain Cable are expected during the first quarter of 2014.  This 

issue will show on the financial statements of 2014, given that Une will be a company not 

controlled by the EPM group. 

 

With this, I'm opening it up for questions.  And thank you for-- 

 

Operator:  Thank you.  

 

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

then 1 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 speakerphone, you may need to pick up the 

handset first before pressing the numbers.  Once again, if you have a question, please press star 

then 1 on your touchtone phone. 

 

And once again, that is star then 1 on your touchtone phone. 

 

And our first question comes from Roy Yackulic from Bank of America.  Please go ahead. 

 

Roy Yackulic:  Thank you. 

 

Can I ask what were the dividends paid to the City of Medellin and the special dividend be on 

that, what was the total in 2013? And do you have a CapEx budget for 2014? 

 

Jose David Salazar:  Yes, the CapEx for 2014 for the – for the group we have it at $1.7 billion.  

And for the (inaudible) company, $1.2.  So – but the total for the group is $1.7 billion.  And can 

you repeat the question about dividend again? 

 

Roy Yackulic:  What were – what were the amount of dividends paid to the city, including the – 

you know, there was the base dividend and then the special dividend?  What was the total paid in 

2013? 

 

Jose David Salazar:  Give me one second.  The dividends will be around $700 million. 

 

Roy Yackulic:  Okay.  Thank you. 

 



Operator:  Thank you. 

 

And once again, that’s star then 1 on your touchtone phone if you have a question. 

 

And at this time, I am showing no further questions.   

 

I would not turn the call over back to Jose David Salazar for closing remarks. 

 

Jose David Salazar:  Thank you, everyone, for joining us today.  And we hope to have you again 

around April for the first quarter results. 

 

Operator:  Thank you. 

 

And thank you, ladies and gentlemen, this concludes today’s conference.  Thank you for 

participating.  You may now disconnect. 

 

 


