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C O R P O R A T E  P A R T I C I P A N T S  

 Catalina Lopez EPM - IR Officer 

 Jose DAvid Salazar EPM - Treasurer 

 

C O N F E R E N C E  C A L L  P A R T I C I P A N T S  

 Roy Yackulic Bank of America/Merrill Lynch - Analyst 

 

 P R E S E N T A T I O N  

 

 

Operator  

 

 Welcome to the Q1 2013 EPM Earnings Conference Call. My name is Richard, 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 the question-and-answer session. Please note that this conference is being recorded. 

 

I will now turn the call over to Ms. Catalina Lopez, Investor Relations Officer at EPM. Ms. Lopez, you may begin. 

 

 Catalina Lopez  - EPM - IR Officer  

 

 Thank you, Richard. Good morning to all of you and welcome to EPM's conference call where we will be presenting the consolidated earnings results of EPM during 

the first quarter 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 projections mentioned during this call. 

 

The conference call will be led by Mr. [Jose Aviv Salazar], EPM's treasurer. He's joined by several members of the company's senior management team. I will now like 

to turn the call over to Mr. Jose David Salazar. 

 

 Jose David Salazar  - EPM - Treasurer  

 

 Thank you, Catalina. Good morning, everyone, and thank you for joining us today for the conference call where we'll be reviewing Q1 2013 EPM's results. 

 

If we move to slide number 4, we're going to start with the 2013 highlights. Let's start by saying that the operating revenue decreased by 1% compared to the same 

period of last year. It was mainly due to our climate and weather conditions in the Northern part of the region of the state which impacted our power generation, cost 

lowers and also by lower sales in the energy sport market due to our reduction in our hydraulic power generation. 

 

In Guatemala, there was a reduction in energy demand. And in Panama, the energy prices decreased following the declining oil prices. 

 

The Colombian peso accumulated depreciation for the period was 3.63% compared to an appreciation in the same period of last year of 7.75%, which caused a negative 

FX impact of $36 million. 

 

During this quarter, EPM made some acquisitions in Panama specifically the Panama Espíritu Santo Energy and Espíritu Santo Colombia subsidiaries. This subsidiary 

in Colombia will be responsible for building a hydroelectric project with a capacity of 600 megawatts. The debt limit of this transaction was $70 million. 

 

Moving to the next slide, there was also some acquisitions in Chile specifically the Parque Eólico La Cebada and Pacifico. Both projects are known as the wind farm 

Los Cururos, which will have capacity of 110 megawatts and the cost of this transaction will be $208 million. 
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During this quarter, the Ituango Hydroelectric Project was also included as part of the balance sheet of EPM in order to optimize the cost through the benefits obtained 

by the legal stability contract. 

 

There is also an ongoing negotiation with the Swedish multinational company, Millicom, which is looking at different options to merge Colombia Móvil -TIGO and 

UNE EPM telecommunications. 

 

During the second quarter of 2013, EPM expects to consolidate within its group of companies the acquisition of a waste management company called Empresas Varias 

de Medellín. 

 

Now, let's move to the financial results. Consolidated revenue for the quarter was $1.7 billion, representing a 1% decrease over the same period of 2012. This was 

mainly due to a decline in electricity demand in Guatemala, decline of electricity prices in Panama, and lower electricity generation in Colombia as I explained before. 

The consolidated EBITDA was $554 million, representing a 3% decrease over the same period in 2012. 

 

In Colombia, we've presented FX -- a negative FX impact due to the devaluation of the Colombian peso against the US dollar which caused an unfavorable $36 million 

in our P&L. 

 

Moving to the next slide, the revenues, the revenue for the quarter, as I mentioned before, the consolidated revenue was $1.7 billion or 1% decrease versus the same 

quarter of last year. 

 

Out of this $1.7 billion, the energy unit posted a $1.3 billion which was basically a 3% decrease versus the same period of last year explained by the decline in 

electricity demand in Guatemala, the lower pricing in Panama and lower electricity generation in Colombia due to the lower rainfall. 

 

The water unit posted $104 million in revenue, which represents a 10% increase versus the same quarter of last year. And the telecommunications unit posted $329 

million in revenue, which was a 5% increase versus the same quarter of last year. 

 

Now, moving to the costs and expenses, during the first quarter of 2013, the costs and expenses totaled $1.1 billion which was mainly driven by energy business which 

accounted for $895 million, which was a 2% quarter-over-quarter decrease mainly explained to the -- by the direct costs associated with a lower sales from our 

international subsidiaries in Guatemala and Panama. 

 

The operating costs for the water business were $52 million, a 3% quarter-over-quarter increase. And the costs associated with our Telco business were $237 million, 

which was 8% quarter-over-quarter increase. 

 

About 76% of the year, consolidated costs and expenses come from the energy unit where the distribution accounts were 59%, the water unit represents 4% of the costs 

and expenses. The telecommunication unit accounts for 20% of the total costs and expenses. 

 

In terms of the EBITDA for the period, in Q1, we had a total EBITDA of $554 million, which represents a 3% decrease compared to last year. 

 

The energy business posted an EBITDA of $415 million, which was a 4% decrease versus the same quarter of last year. The water business had an EBITDA of $53 

million or 18% increase versus the same quarter of last year. And the Telco business had an EBITDA of $91 million, which kind of -- which represents a 3% quarter-

over-quarter decrease. 

 

74% of the total consolidated EBITDA comes from the energy unit where the distribution business accounted for 35% and generation accounted for 34%. The water 

business accounts for 9% of the total EBITDA and the Telco business accounted for 16%. 

 

In terms of geography, the parent company located here in Colombia accounted for 61% of the total EBITDA or Central America subsidiaries accounted for 14% of the 

total EBITDA and some of the other small subsidiaries that we have in Colombia accounted for the remaining 10%. 

 

In terms of our net income, during the first quarter of 2013, consolidated net income totaled $232 million or a 24% quarter-over-quarter decrease. 

 

The energy business recorded a net income of $198 million, representing a 29% quarter-over-quarter decrease. The water unit posted a net profit of $34 million. 85% of 

the consolidated net income comes from the energy unit. The water unit accounted for 15%. 
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In terms of net income by the other fee, the parent company located in Colombia accounted for 68% of the net income. Central America subsidiaries accounted for 11%. 

The remaining energy subsidiaries that we have in Colombia accounted for 16% of the consolidated net income. 

 

In terms of balance sheet, the total assets as of March 31st were $19.9 billion, the energy business accounted for 61%, the water unit accounted for 14% and the Telco 

unit about 13%. The remaining 12% of the total assets corresponds to some water investments that we have and some on non-controlling companies. 

 

The assets have grown at a pace of 12% CAGR over the last four years. In terms of our total consolidated liabilities, we had $7.6 billion as of the end of March this year 

which was 3% higher compared to the same period of last year. And shareholders' equity was $11.7 billion, which was 1% lower compared to the period ending 

December 2012. 

 

In terms of CapEx for Q1, we invested the amount of $555 million in infrastructure which is broken down as follows. The parent company invested $495 million, 

accounting for 89% of the total CapEx for Q1 which was mainly driven by the Hydroelectric Project in Ituango. 

 

The energy distribution subsidiaries that we have in Colombia invested $7 million in infrastructure accounting for 1% of your total CapEx, and the remaining $20 

million represented 4% of the total CapEx was invested in our -- by our subsidiaries in Central America. Our Telco unit invested $22 million accounted for 4% of the 

total CapEx. 

 

In terms of our debt portfolio, as of March, our consolidated debt totaled $4.2 billion, of course, which, the parent company accounts for 74% or $3.2 billion. 

 

Of the group of EPM total debt, 54% is in local currency or Colombian pesos, and 43% is in US dollars. The remaining 3% of the debt is -- in Guatemala is (inaudible). 

 

In terms of our hedging and strategies, we currently have a cash flow hedging policy which we have been following strictly over the period. And as of today, we have 

100% of our debt service covered or hedged for this year. For next year, we have 72% of our debt service covered or hedged. And for 2015, we have a 67% of our debt 

service hedged. We're currently working on some transactions that are in progress. We have 100% of our debt service covered for the next two years. 

 

In terms of our Telco unit, 100% of that is denominated in US dollars and hedged through currency swap through the local banks here in Colombia. 

 

Our subsidiaries in Panama and El Salvador, they have a natural hedge because that is denominated in US dollars and their local currency too. So in Guatemala, there's 

also a natural hedge since 50% of their income is denominated in US dollars. 

 

In terms of the financial debt evolution for the quarter, as I mentioned before, the consolidated debt totaled $4.2 billion. The financial debt to total asset ratio was 21% 

and total debt to total asset was 38%. 

 

74% of the total debt was raised by the parent company and we had no major debt repayments during the following years. Most of the maturities are concentrated in 

2019 and 2021. 

 

In terms of the financial ratios for the quarter, we have Q1 2013 EBITDA as 32% compared to 33% in the same period of last year. Q1 operating margin was 21%. Q1 

2013 total debt for the group was 38% which is flat compared to the same period of last year. 

 

Financial debt for the quarter was 21%. The return on equity for the quarter was 8% compared to 11% in the same period of last year. And now our EBITDA to interest 

ratio was 7.47 for the period and debt to EBITDA ratio was 1.96. 

 

In terms of the ongoing projects, Ituango Hydroelectric Project which is under construction, we have the access roads to the main civil work at 95% completion. In 

terms of the tunnels, we have excavation at 63%, the entrance portal at 8%, exit portal at 90%, and camps at 93%. 

 

During this quarter, we awarded some contracts in terms of our gates, deviation, adduction and suction tunnels to a company called ATB Riva Calzoni. 

 

The Bello Wastewater Treatment Plant is still under construction. We have -- in terms of the interceptor, we have 34% completion as of Q1 2013, camps at 98%, the 

anchors and foundations at 25%. 

 

Let's open it up for questions. 
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 Q U E S T I O N  A N D  A N S W E R  

 

 

Operator  

 

 Thank you. We will now begin the question-and-answer session. (Operator Instructions). Our first question comes from Mr. Roy Yackulic. Please go ahead. 

 

 Roy Yackulic  - Bank of America/Merrill Lynch - Analyst  

 

 Hi, and thank you. I know you mentioned that you did not have any significant maturities due in 2019 and 2021 when bonds mature. But over the next three years, in 

2014 through 2016, they do add up to over 1.1 billion. Do significant amounts of these roll or how do you intend to address the maturities which are, you know, 440 

million in 2014 and then over 300 million in 2015 and 2016? 

 

Jose David Salazar - EPM - Treasurer  

 

 We are -- we'll be covering the debt through our own generated cash flow. 

 

 Roy Yackulic  - Bank of America/Merrill Lynch - Analyst  

 

 And will significant amounts of that roll or would it all; amortize? 

 

Jose David Salazar  - EPM - Treasurer  

 

 They will be amortized. 

 

 Roy Yackulic  - Bank of America/Merrill Lynch - Analyst  

 

 Okay, thank you. 

 

Jose David Salazar  - EPM - Treasurer  

 

 Okay. 

 

Operator  

 

 (Operator Instructions). Thank you, ladies and gentlemen. This concludes today's conference. Thank you for participating. You may now disconnect. 
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