
 

 
 

 
 

Board of Directors and CEO Management Report 
 
Dear shareholders, 
 
One month after our General Meeting of Shareholders in March last year, the end of the El Niño 
phenomenon was declared. Gradually, the elusive rainwater slowly started to fill our reservoirs, 
while the country relaxed as the threat of power outages disappeared. At Celsia, we continued 
our hard work to calmly understand what had happened and to be able to plan the action we 
needed to take. 
 
Therefore, over these last 12 months, we enabled all the professional, technical and economic 
analysis mechanisms to identify the mistakes and problems in the formulation of the shortage 
price, one of the pillars of the thermal energy backup system that we have in Colombia. This 
work has produced its first results with the recent publication of a new regulation proposal for 
comments. We are submitting our comments on this proposal, because we think that it needs 
adjustments to adequately achieve its goal.  
 
Additionally, you may remember that the lack of gas in adequate quantity and price conditions 
was another trigger of the crisis, because we had to back up the energy sources with liquid fuels 
that were not remunerated with the shortage price. In response to this, the regasification plant 
started operations in Cartagena last December. These facilities allow us to support all our gas 
needs to operate the thermal power plant of Zona Franca Celsia in Barranquilla, for which we 
have a storage and regasification contract for ten years. Additionally, in Meriléctrica, we signed 
an option contract for the supply of gas for three years. Therefore, if the spot market price 
exceeds the shortage price, said contract will allow this plant to competitively respond to its 
obligations. To sum up, if another El Niño phenomenon were to start tomorrow, Celsia would be 
better prepared to manage its financial and operational impacts than it was last year.  
 
This is good news shareholders, which allows us to face other necessary tasks to improve the 
results of our operations. 
 
Progress of Businesses and Execution of the Strategy 
 
Below we will describe the most relevant advances of our Generation, Transmission and 
Distribution, and Resale businesses, as well as the New Businesses.   
 
Our Generation business had important operational improvements. We currently have 27 power 
plants, out of which, 21 are hydroelectric, one is a wind farm and five are thermal. We have a 
capacity of 2,387 MW and we generate more than 7,000 GWh of energy per year. Despite the 
date they started operations, our hydroelectric power plants are still very new thanks to the 
rigorous maintenance and optimization processes that we carry out. Even with our own 
engineering, we have improved our equipment’s performance. We carried out notable work on  



 

 
 
 
recovering the Alto Anchicayá Power Plant’s generation capacity to 355 MW by changing the 
generator of Unit 3; on redesigning the turbines of Units 1, 2 and 3 of the Prado Power Plant in 
Tolima, which increased its efficiency by 5% and its generated energy by an additional 
8 GWh/year; and on reducing risks of energy loss and increasing the useful life in the Calima 
Power Plant by replacing the isolations of the generator’s coils. In 2016, the EBITDA of the 
Generation business in Colombia reached COP 420 billion, with an annual growth of 130%.  
 
We keep advancing with the Porvenir II Project of 352 MW and the small 19.9 MW power plant 
in San Andrés de Cuerquia, for which we launched the tender processes of civil works and 
electromechanical equipment, which will allow us to review the reality of the market in light of 
the budgets. We are also continuing the environmental and community relations activities, which 
support and reinforce our work in the region. For the development of our projects, good 
community relations and care of the environment are a priority as part of the sustainability that 
characterizes us.  
 
Our thermal power plants in Colombia passed the test of the El Niño phenomenon. We 
successfully overcame the damage to one of the combustion turbines of Flores IV in Zona 
Franca Celsia, and we managed to stabilize said operations in record time. Additionally, to 
support operations, we managed to establish ourselves as fuel importers, bringing 
1,200,000 barrels of diesel to this power plant during the year. 
 
In Central America, generation operations have undergone a transformation that is reflected in 
the financial and operating indicators. Consequently, we achieved an EBITDA of 
USD 85.4 million with 34% growth. The strengthening of our operations in the region has been 
achieved thanks to the commitment and capacity of our employees and to the processes for 
improvement and recovery of assets, which have involved investments of USD 14.3 million. 
Furthermore, we have important challenges in the recovery of the water channels of our 
operations in Chiriquí and the reconversion and transformation of the Bahía Las Minas Thermal 
Power Plant (both located in Panama), as well as the maintenance of the wind farm equipment 
of Guanacaste, Costa Rica. As you can see, we have made a lot of progress, but we have 
important technical work to do in the upcoming years.  
 
We are sure that you share our enthusiasm for renewable energy, especially solar and wind 
power, and we have made significant progress in this area. Let’s start with the so-called “solar 
farms”. A few days ago, we announced the start of construction of the first solar farm in 
Colombia, which will be located in Yumbo. It will consist of 35,000 solar panels with the capacity 
for 9.9 MW of power, equivalent to the basic monthly energy consumption of 8,000 households. 
This first large-scale solar farm will operate from the third quarter of 2017. Additionally, we have 
projects in different regions of Colombia and Central America, where we hope to develop around 
250 MW.  Celsia is on the cutting edge of this technology in Colombia after more than four years 
of hard work, during which task groups that involved all the areas of the Company managed to 
overcome paradigms and rethink processes, as well as negotiation and operating systems.  This 
technology allows us to grow and complement our generation matrix, have different relations  



 

 
 
 
with clients who seek clean energy consumption, achieve our profitability targets and project 
ourselves as a modern and innovative Celsia.   
 
Our Transmission and Distribution business made significant progress, not only in its 
management, technology modernization and growth processes, but also by increasing from a 
regional scale to a national scale. Last year, we obtained the best service quality indicators, 
attending to our clients in 39 municipalities of Valle del Cauca. Thanks to the projects granted to 
us by Plan5Caribe, which are going to require investments of COP 470 billion, we now operate 
in five departments of the Colombian Atlantic Coast. This initiative includes work on the 
transmission lines, installation of new substations and the improvement of some operating 
substations. This work will allow us to improve the stability and reliability of this region’s network 
and for Celsia to enter new markets that will be important in the future. The Distribution business 
generated revenue of COP 439 billion with an EBITDA of COP 309 billion, which means 8% 
growth.  
 
In Transmission and Distribution, the work groups that attend to our clients and check the 
Company’s electric power grid have a new platform so that they can communicate easily thanks 
to the implementation of the WFM Workforce Management Software, a cutting-edge tool that 
operates with mobile devices. The system optimizes the work road maps and provides 
information in real time on the location of equipment on land, activities pending response and 
estimated response times. This project also marked a milestone in the implementation of 
operating technology. In the past, a development like this took years and millions of U.S. dollars, 
but we achieved it in three months, and in its initial phase, it cost USD 100,000, as part of 
integrated work made possible by the Technology, Operations and Human Resources Teams.  
 
At Celsia, we are committed to supporting ourselves with the changes enabled by new 
technological mobility. Therefore, we progressed with our best efforts in our NOVA (Advanced 
Vision Operation Nucleus) project, which will be an operations, management, control and 
support center for our networks, power plants, and most importantly, our clients and future 
developments. With NOVA also comes the new SCADA (supervision and control system of our 
electricity assets), which updates the version that we had acquired more than 15 years ago and 
will bring important benefits. We will be able to interact more closely with our clients, manage 
the electric vehicle fleets, develop the home and office automation programs that we dream of, 
and assist control and support systems of assets that we have in client management. Finally, 
more than just a building, NOVA is a symbol that Celsia is ready for a new phase of 
transformation. In September this year, it will be enabled so that we can start tests and we hope 
for it to be operating in its first stage by the beginning of 2018. This initiative is so important that 
the Colombian Administrative Department of Science, Technology and Innovation (Colciencias) 
endorsed it as a highly innovative project.   
  
At the end of 2016, the Gas and Energy Regulatory Commission (CREG, for the Spanish 
original) issued Resolution 176 for consultation, which establishes the methodology for the 
remuneration of energy distribution. We have submitted our comments, hoping for amendments  



 

 
 
to be incorporated to the proposed rules. The idea is that priority is given to improving the quality 
of the service and the competitiveness of the rates in a healthy balance with the profitability of 
the operators.  
 
Last June, we informed the Mining and Energy Planning Unit (UPME, for the Spanish original) 
of the impossibility of continuing development of the project for the second line to Buenaventura 
under the model of extending our own network assets. This withdrawal was in response to the 
Company facing a series of obstacles during the design of the project, which affected its 
financial viability. The main obstacle was the construction of informal buildings along the planned 
line for which financial compensation was requested that was impossible to assume. This was 
verified by the General Prosecutor's Office of Colombia and by the UPME. By April 2016, the 
initially approved project with a remuneration value of COP 37 billion already had an 
implementation cost of COP 69,537 million, that is 83% more than the approved remuneration 
value. This made the initially proposed business model unfeasible. Our commitment to 
Buenaventura is ongoing. We currently provide a service to around 80,000 customers and we 
are aware of the city’s rapid progress with the development of its port, the construction of a 
divided highway, and the important initiative of the National Planning Department (DNP, for the 
Spanish original) and the region’s leaders to drive the Center for Economic Activities of 
Buenaventura (CAEB, for the Spanish original). At Celsia, our teams keep working on new 
alternatives that we will put to the consideration of the UPME to achieve the viability of this 
project. 
 
In our Resale business, where we have more than 586,000 customers, we are carrying out a 
digital transformation process to provide a better service. In the first stage, we brought ourselves 
up to date by developing a customer service application to manage, monitor and personalize our 
products and services so that customers can pay bills and access relevant information through 
the service channels. We redesigned our website, very successfully increased our presence on 
social networks, and installed self-management points where customers can consult balances, 
print bills and make video calls to our customer service line to resolve queries. Additionally, we 
simplified processes to facilitate interaction with our customers and we improved the service 
channels. The results are outstanding. We answered around 7,000 video calls and online chats, 
we received an average of 40,000 calls a month, we reduced 28% of complaints and we 
increased our online clients by 48%. We are just starting and currently we are redesigning what 
is known as the “customer experience”, because we want to be different and have proximity to 
communicate all the benefits of our culture and operational excellence.  
 
In New Businesses, we started to have a unique and valuable range of products for clients of 
the business, city and home segments, with very encouraging and positive results. Let’s talk 
about solar power again, not about what we “planted” in farms, but about what we installed on 
our clients roofs: panels to produce energy on their own facilities. At Celsia, we don’t sell solar 
panels but kilowatts of solar power. In other words, the assets belong to us. We operate and 
maintain them with the highest standards so that our clients can enjoy greener and more 
competitive energy. We are currently carrying out the technical assessment of 92 potential 
clients.  This result in just one year of operation involved an internal revolution, a real challenge  



 

 
 
that we have implemented, respecting the cultural pillar: We Are Flexible and Reliable. Today, 
Celsia is the leader in solar power in Colombia.  
 
Another interesting development that has been successful is one of the standby generators. You 
know that every corporate, industrial, commercial or residential unit has standby generators, 
which are activated when there are power cuts or problems with the electricity supply. Therefore, 
we made a partnership with Equitel, and in June, we launched a service that means our clients 
no longer have to invest in these generators, and they now pay us for the back-up service. We 
provide them with all the monitoring, operation and maintenance services. In six months, we 
achieved that 15 clients chose this option to install 24 generators. We hope to replicate this 
business model for other kinds of assets in the future.  
 
Additionally, we have identified a need and a problem to resolve for our clients, which is high 
energy consumption for cooling: air conditioning. Therefore, we present the cooling districts 
together with the regional experts on the subject: Servipáramo and BT Consultores. Currently, 
we are developing two pilot projects that will allow us to identify whether this business model, 
through which we went from selling kilowatts/hour to cold water that is converted into tons of 
refrigeration, can be escalated to reach new markets. We are excited about the value that we 
generate for our clients and the development of a new way of interacting with them. 
 
Additionally, there is an initiative that fills us with hope, which represents a model of how cities 
within cities should be. This is Serena del Mar in Cartagena. There, together with Novus Civitas, 
leaders and drivers of this project, we created an entity that will provide electricity and cooling 
district services, and we are investigating how to provide other products that will make this city 
smart and sustainable, and give it the quality of life that we dream of for our countries. We are 
replicating this operating model and comprehensive vision with other developers in other parts 
of the country.  
 
In the medium and long term, we are working on efficient lighting, as well as home and office 
automation, and designing our role in the future of electric transit and energy storage, among 
other things. They are ideas and initiatives that are developed across all areas, some of which 
are led by our innovation, operation or sales teams, with the healthy and enthusiastic contribution 
of everyone who provides support.  The competition is increasingly stronger: small startups, 
large foreign conglomerates and current operators; we are all part of the transformation of the 
electricity industry. At Celsia, we know that the competition will eventually overcome the capital 
and technological barriers. Therefore, we are very focused on growing and flourishing based on 
a culture that makes us different, where our clients see us as quick and flexible, enjoying what 
we do, so that we will be their choice to grow with them. This way of interacting and attending to 
them with this enthusiasm and culture is what will make us winners.  
 
We incorporated the safety pillar into the internal cultural transformation process with the “I 
Choose to Look after Myself” model, starting a journey in which safety is a lifestyle to achieve 
our target of zero occupational accidents and diseases.  
 



 

 
 
 
Opportunities with Grupo Argos, Our Parent Company 
 
Grupo Argos has kept positioning itself as an infrastructure company thanks to the recent 
acquisition of Odinsa and an important share in El Dorado International Airport through Opain, 
the licensee of this airport. Being part of Grupo Argos generates huge value for us with respect 
to reputation and financial strength. As an energy company, belonging to this group opens up 
paths for us in pursuit of synergies and optimization of operations. Above all, it offers us 
opportunities for the growth and development of new markets for our products. With Pactia, the 
real estate fund, we are reviewing possibilities of solar energy, energy efficiency and cooling 
districts. With Odinsa and its investment in Opain, we competed and won the conventional 
energy contract for El Dorado International Airport, and we are reviewing possibilities of solar 
energy and energy efficiency, among others. We are providing support to Cementos Argos for 
its energy needs in Central America, particularly seeking sales options using the distribution 
networks and cross-cutting innovation developments that combine strengths. As you can see, 
being part of this family of companies opens up endless opportunities for all of us, which we 
hope to keep making the most of on an ongoing basis.  
 
An Investment with Good Energy 
 
At the Shareholders’ Meeting last year, the possibility of receiving dividends in shares or in cash 
was approved, responding to the need to strengthen the Company’s financial position. Some 
78% of the shareholders chose to receive their dividend in shares. We are grateful for this result, 
and fortunately it was well compensated by the market, because the shares that were delivered 
at a price of COP 3,301 had increased by 21.9% in value by December 31. We hope this result 
will make those who chose this option happy.  
 
A figure that we love is the 44% increase in the value of shares in 2016, which positions us as 
having one of the shares with the best performance in the year. We hope that all the work and 
good energy that we keep contributing to our main businesses, added to the development of 
new lines of growth, are reflected in the results and that we maintain this good trend.  
 
As you can see, 2016 was a key year for our business, because we achieved improvements in 

several indicators. We highlight the Organization’s consolidated revenue, which achieved a 

record figure of COP 3.79 trillion. We generated an EBITDA of COP 1.03 trillion, which means 

an annual growth of 51% and a net profit of COP 171 billion. 

Additionally, we maintained our credit risk rating at AA+. Our income and discipline in the 
management of our resources will allow us to keep adequate financial costs and to finance our 
growth operations in order to be competitive.  
 
Supporting Our Actions 
 
At Celsia, we received important acknowledgements during the year. According to the most 
recent assessment by Merco Colombia, our Organization went from 84th place in 2015 to 62nd  



 

 
 
 
place in 2016 in the general ranking of the 100 Colombian companies with the best reputation. 
Out of the companies in the energy sector, it moved from 6th place to 3rd place. This increase 
means that the people and entities that we work with have a positive opinion of our Company 
and that we meet their expectations. Curiously, in a difficult year for the energy sector, we were 
the only company of the sector that increased its position in the general ranking. 
 
Our Organization received the Issuers Recognition (IR) from the Colombian Securities Exchange 
for adopting best practices in information disclosure and investor relations; that is, for providing 
sufficient and timely information through appropriate media. 
 
Once more, we voluntarily participated in the Dow Jones Sustainability Index, which we use as 
a tool for management and continuous improvement in economic, environmental and social 
aspects of the Organization. This year, we kept increasing the total score with marked growth in 
the environmental dimension. Furthermore, we have been included for the second year in a row 
as members of the RobecoSAM Sustainability Yearbook, a firm that acknowledges the world’s 
best companies in sustainability. 
 
Having a Positive Impact on Communities and Nature  
 
Shareholders, at Celsia, we are enthusiastic about and are committed to social and 
environmental programs. We advanced with ReverdeC, a project to restore water basins that 
plants native trees in the protection areas for the water sources of Valle del Cauca. The target 
is to grow and conserve more than one million trees a year with the participation of rural 
communities, with which we are working to plant, isolate and maintain the reforested areas. This 
project has generated around 196 direct jobs in the first phase and we already planted 562,000 
trees in 2016. This year, we will reach the target of one million a year.  
 
In Panama, we are part of the Alliance for the Million program, an initiative that aims to recover 
and reforest one million hectares in Panama over 20 years to reduce carbon emissions, protect 
biodiversity, repopulate damaged areas and promote sustainable forest management. 
 
On Punta Soldado, an island on the Colombian Pacific Coast located in the entry to the bay of 
Buenaventura, where there are around 370 inhabitants in 114 households and there is no access 
to electricity, we installed a set of solar panels and batteries and a standby diesel generator with 
USAID. The community of Punta Soldado now has a continuous self-sufficient service, which is 
a step forward for development and quality of life. 
 
In 2016, with the Celsia and EPSA foundations, we developed a management model to help 

transform the education of the regions where we operate. This involves actions that integrate 

improvement of the schools’ electricity and water supplies with strengthening of skills to teach 

mathematics and language, as well as the generation of a culture that protects natural resources. 

We invested around COP 6,900 million, distributed among 37 projects of 322 schools in 35  



 

 

 

municipalities, which benefited more than 98,000 people, including students, teachers, parents, 

leaders and the community in general.  

The Energy that We Want  
 
At Celsia, we understand that times change and that we also need to change to be one step 
ahead. We are passionate about driving the development and digital transformation of the 
sector. We have a shared vision and we are committed to achieving an excellent performance.   
 
We thank you for your demonstration of trust and support; our suppliers for their honest and 
constructive contribution; all our employees for their daily commitment and motivation; and our 
clients for their preference and loyalty. The achievements we have made are the result of the 
long-term relations that we are building. At Celsia, we have clients, not businesses. All our 
shareholders can count on the enthusiasm and passion of all our employees. 
 
Finally, the development of legal and corporate governance issues can be found as an appendix 
to this report. 
 
 
Jorge Mario Velásquez 
Gonzalo Alberto Pérez 
Alejandro Piedrahita 
Juan Benavides 
María Luisa Mesa 
María Fernanda Mejía 
David Yanovich 
Board of Directors 
 
 
Ricardo Sierra 
CEO 
 
Medellín, February 21, 2017 
  



 

 
 
 
 
Appendix - Legal and Corporate Governance Issues 
 
Celsia duly addressed its legal issues and did not receive any notification of lawsuits or sanctions 
that could affect its financial position. 
 
The performance of the financial information disclosure and control systems was verified through 

different activities carried out by the Statutory Auditor, the Internal Audit Department, and the 

Board of Directors through the Audit, Finance and Risk Committee, which concluded that these 

systems are satisfactory. Among these activities, those that stood out were the review of the 

financial statements by the Statutory Auditor; the assessment of the adequate design and 

operation of the Internal Control System by the Internal Audit Department; and quarterly 

monitoring of financial statements by the Audit, Finance and Risk Committee, which includes the 

analysis of transactions with related parties. 

The Company complied with applicable legislation related to intellectual property and copyright, 
and operations with administrators and shareholders were undertaken pursuant to the provisions 
of corresponding regulations and in response to market conditions. Notes 34 and 36 of the 
individual and consolidated financial statements, respectively, describe these transactions. 
 
Aspects related to Article 446 of the Commerce Code are included in the financial statements, 
the Statutory Auditor's Report and this document. Meanwhile, the report of the Business Group 
to which Article 29, Law 222/1995 refers can be found in the additional information distributed to 
shareholders, along with the Corporate Governance Report.  
 
Finally, on the website www.celsia.com you can find the report on the implementation of the 
Código País Survey recommendations.  
 
 

 

http://www.celsia.com/

