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INDEPENDENT AUDITOR’S REPORT

To the President and Board of Directors of
Transredes - Transporte de Hidrocarburos Sociedad Anénima “Transredes S.A.”

We have audited the accompanying consolidated balance sheet of Transredes - Transporte de Hidrocarburos Sociedad
Andnima “Transredes S.A.” as at December 31, 2004, and the related consolidated statements of income, changes
in net equity and cash flows for the year then ended. These financial statements (that include the related notes and
attachments | to IV) are the responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audit. The consolidated financial statements as at December 31, 2003,
which are presented for comparative purposes only, were audited by other auditors whose report, dated January 20,
2004, expressed an unqualified opinion.

We conducted our audit in accordance with international standards on auditing. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects, the
financial position of Transredes S.A. as at December 31, 2004, the results of its operations, its changes in net equity
and its cash flows for the year then ended, in conformity with International Financial Reporting Standards.

ACEVEDO & ASOCIADOS
INDEPENDENT FIRM
ASSOCIATED TO DELOITTE & TOUCHE

Lic. Aud. Sadl Encinas M. (Partner)
MAT. CAUB - 3570
MAT. CDA SC - 1402

Santa Cruz de la Sierra, February 4, 2005

Auditoria « Outsourcing * Impuestos  Legal » Consultoria
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TRANSREDES - Transporte de Hidrocarburos Sociedad Anénima and its Subsidiaries

(TRANSREDES S.A.)

CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 2004 AND 2003
(In thousands of US Dollars)

Note

ASSETS
Current assets
Cash and banks
Restricted cash
Investment portfolio
Accounts receivable - trade
Loans to affiliated companies
Accounts receivable - additional compression
Other accounts receivable
Total current assets

Non - current assets
Loans to affiliated companies
Accounts receivable - additional compression
Deferred account (net of amortization)
Fixed assets (net of depreciation)
Deferred assets
Permanent investments
Other assets
Total non - current assets
TOTAL ASSETS

LIABILITIES AND NET EQUITY
Current liabilities
Current portion of long term debt
Current portion of bonds payable
Accounts payable - trade
Accounts payable - operations with derivatives
Accounts payable - affiliated companies
Revenue received in advance
Interest payable - loans
Interest payable - bonds
Social security contributions and taxes payable
Provision for environmental liability
Provision for claims
Other provisions
Other liabilities
Total current liabilities

Non-current liabilities
Provision for environmental liability
Long term debt
Bonds payable
Debt held by subsidiary companies
Interest payable on debt held by subsidiary companies
Revenue received in advance
Deferred income taxes
Severance indemnity
Total non-current liabilities
TOTAL LIABILITIES

MINORITY INTEREST

NET EQUITY
Paid-in capital
Paid-in capital in excess of par
Cumulative foreign currency translation adjustment
Legal reserve
Retained earnings
TOTAL NET EQUITY
TOTAL LIABILITIES AND NET EQUITY

The accompanying notes are an integral part of these financial statements.

Brett Wiggs Peter Verschuren
President and General Manager Vicepresident Finance
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2004 2003
(Reclassified)
23,250 24,563
30,632 12,264
40,407 21,000
34,997 39,937
13,713 1,183
3,408 5,631
10,399 6,977
156,806 111,555
26,049 44,287
24,141 27,549
131,017 136,947
978,512 988,156
514 657
12,632 12,600
6,403 7,171
1,179,268 1,217,367
1,336,074 1,328,922
15,057 12,226
20,000 20,000
8,972 10,979
- 99
98 343
25,702 19,685
5,938 3,762
3,140 2,981
14,258 14,287
1,320 938
13,100 5,800
6,548 6,227
397 1,095
114,530 98,422
- 954
241,461 227,248
115,000 135,000
32,765 32,765
16,967 12,974
351,040 377,087
42,110 30,243
6,422 5,689
805,765 821,960
920,295 920,382
12,964 11,376
193,617 193,617
167,438 167,438
(4,468 (4,864
8,636) 6,939)
37,592 34,034
402,815 397,164
1,336,074 1,328,922
Stephen Auld Jorge Bacarreza
Controller Accountant



TRANSREDES - Transporte de Hidrocarburos Sociedad Andnima and its Subsidiaries
(TRANSREDES S.A.)

CONSOLIDATED STATEMENT OF INCOME FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

(In thousands of US Dollars)

Note 2004 2003
Revenue from operations
Transportation - natural gas
Domestic 16,980 16,085
Export 152,778 139,214
Transportation and storage of liquids
Domestic 39,384 34,180
Export 8,980 8,464
Other income 251 298
Less Transaction Tax and Sirese Levy (11,156) (9,037)
Total revenue from operations 207,217 189,204
Operating expenditures - net 19 (40,654) (41,311)
Depreciation - fixed assets 6 (37,204) (39,110)
Amortization - deferred account 5 (5,929) (4,917)
Obsolescence - materials inventory - (1,500)
(83,787) (86,838)
Gross profit 123,430 102,366
Exceptional operating revenue - 6,651
Other (expenses) income - net (10,674) (3,372)
Operating profit 112,756 105,645
Interest income 35,988 27,577
Interest expense (96,522) (86,279)
(Loss) gain on exchange and derivate operations (1,218) 1,981
Profit before income tax and minority interest 51,004 48,924
Income tax - deferred 14 (11,899) (12,321)
Minority interest (1,596) (2,667)
Net Income 37,509 33,936
The accompanying notes are an integral part of these financial statements.
i — 4 i
Brett Wiggs Peter Verschuren Stephen Auld & Bacatreza
President and General Manager Vicepresident Finance Controller Accountant
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TRANSREDES - Transporte de Hidrocarburos Sociedad Andnima and its Subsidiaries

(TRANSREDES S.A.)

CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

(In thousands of US Dollars)

2004 2003
Cash flows provided by operating activities (Reclassified)
Net income for the year 37,509 33,936
Adjustments to reconcile net income to cash flows
provided by operating activities
Depreciation 37,204 39,110
Amortization - deferred account 5,929 4,917
Amortization - deferred assets 286 290
Provision for claims 7,300 -
Provision for indemnities 1,092 980
Provision for obsolescence - 1,500
Fixed assets and projects disposal 127 2,456
Gain (loss) on exchange - long term debt and derivative operations 1,218 (1,981)
Interest on loans 17,762 11,020
Interest on bonds 15,820 16,780
Interest on Advances and subordinated debt from shareholders 3,993 3,925
Interest on Revenue received in advance 33,028 33,639
Amortization on Revenue received in advance (53,059) (48,508)
Interest on loans to affiliated companies (6,052) (6,490)
Cost of derivative operations 372 413
Deferred income taxes 11,899 12,321
114,428 104,308
Changes in operating assets and liabilities
Decrease (increase) in accounts receivable - trade 4,940 (6,260)
Decrease in accounts receivable with affiliated companies - additional compression 5,631 924
Increase (decrease) in other accounts receivable/other assets (3,402) 590
Settlement of derivative operations 913 6,070
Decrease in accounts payable (2,007) (1,819)
Interest payments loans (15,586) (14,100)
Interest payments bonds (15,661) (16,550)
(Decrease) increase in social security contributions/taxes payable (29) 5,889
Decrease in other liabilities (1,193) (2,231)
Severance payments (359) (610)
Total cash flows provided by operating activities 87,675 76,211
Cash flows used in investing activities
Decrease in accounts receivable from affiliated companies 11,760 5,280
Net purchase of fixed assets (27,687) (32,095)
Increase in investments in other companies (32) 9
Total cash flows used in investing activities (15,959) (26,824)
Cash flows used in financing activities
Dividends payment (32,254) (84,102)
Payment of bonds (20,000) -
Debt payment (12,228) (16,578)
Increase in financial obligations 27,640 71,206
Total cash flows used in financing activities (36,842) (29,474)
Net increase in cash, restricted cash and cash equivalents before minority interest 34,874 19,913
Minority interest 1,588 2,700
Net increase in cash, restricted cash and cash equivalents after minority interest 36,462 22,613
Cash and cash equivalents at the beginning of the year 57,827 35,214
Cash, restricted cash and cash equivalents at the end of the year 94,289 57,827
The accompanying notes are an integral part of these financial statements.
w—"
Brett Wiggs Peter Verschuren Stephen Auld ¢ Bacafreza
President and General Manager Vicepresident Finance Controller Accountant
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