


During 2005 the Company
maintained its Credit Rating of AA2; the highest in the
local corporate bond market, due to its solid financial
condition which is reflected in the good performance of
the Key Financial Indicators. The outstanding level of
credit worthiness is expressed in the total disbursements
received to date of US$ 145.3 million from the international
financing entities, in response to the investment plan of
the Company. This year, Transredes increased its return
on equity due to the sustained growth of its revenues,
transportation volumes and net income, in a period
characterized by high quality service and increased
Investments focused in the continuous expansion of the
hydrocarbons transportation capacity.



Our Performance

During 2005, the Company
consolidated a total of

53 Transport Service
Contracts and
Addendumes. This
achievement allowed

the Company to secure
its hydrocarbons
transportation operations
for different customers

in both systems gas and
liquids. Transredes is
currently a party to 154
hydrocarbons transport
contracts (between
Contracts and
Addendums to Contracts)
executed with different
costumers to service
both the domestic and
export markets.

Return on Equity

Return on Equity (Net Income / Average Net Equity)
includes both the regulated and non-regulated activities of Transredes.

Return on Equity

During 2005, the Return on Equity
increased primarily due to higher
revenues related to the growth of
transportation volumes, continued cost
efficiencies, improved results from
affiliates and a positive exchange gain
on non US dollar denominated debt
which was inherited through the
capitalization process.
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Proportion of Debt and Equity

To date, the debt percentage has
increased due to the disbursements
received from the Multilateral Loan
Financing facility provided by the Inter-
American Development Bank (IDB) and
Corporacion Andina de Fomento (CAF)
for a total of US$ 145.3 million (US$
71.2 million in 2003, US$ 27.6 million
in 2004 y US$ 46.5 million in 2005),
and the local bonds issued in 2001 for
a total of US$ 155 million. These two
major financing accomplishments
contributed to a Debt/Equity proportion
that is closer to the 60/40 structure
assumed by the Regulator for the
regulated activities.

13.0

9.4
86 8.0

6.7

2.6

gﬁ?
%999
%%E
%%?
%%?
%ggf
%99?

-3.9



Economic Performance 17

Proportion of Debt and Equity

Proportion of Debt and Equity includes both the regulated and non-regulated activities of Transredes. g 80 -
Debt percentage is calculated as the percentage of total assets that are financed by Debt from financial & 67 7 g
institutions. The Equity percentage is calculated as the percentage of total assets that are financed by g 70 - 60 62
Equity. Transport regulations assume a theoretical 60% debt and 40% equity financing structure for the 8 60 - 54 55 55
regulated activities of the company.
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High Credit Rating

During 2005 the Company maintained its credit rating of AA2 for its two local corporate
bond issues. This credit rating is granted to bond issues with high credit standards.



Credit Worthiness

The credit rating accomplished by the
Company is currently the highest in
the local corporate bond market. It is
the result of a solid financial condition
which is reflected in the good
performance of the Key Financial
Indicators. Other factors which support
the rating are the low volatility and
sustained increase of revenues from
operations, the ongoing maintenance
programs, the accomplishment of
enhancements in the Business
Management System, and the
important investments in the Transredes
pipeline system under the strategy of

Economic Performance

continuous improvement of safety and
reliability of the system. To continue
with the programmed investments and
to be able to materialize the expansions
required in the system, Transredes
obtained the disbursement of US$ 46.5
million from the Inter-American
Development Bank (IDB) and
Corporacion Andina de Fomento (CAF)
in 2005. This event also reflects the
good credit worthiness achieved by
Transredes. During 2006, the Company
expects to receive a disbursement of
US$ 47.7 million from the Multilateral
Loan Financing facility, to reach the
US$ 193 million committed.
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Capital Investments, Bolivian Pipeline
System (Excluding the Bolivia - Brazil

Pipeline)

As of August 2002, Transredes

completed committed investments

within the Bolivian pipeline concessions
pursuant to obligations assumed at
capitalization process. The largest part

of investment went to ensure and

Capital Investments, Bolivian Pipeline System
(excluding the Bolivia - Brazil Pipeline)

Figures shown represent total investments in the Bolivian pipeline system since the

beginning of operations in 1997, including investments in gas and liquids expansions,

as well as continuity of service and information technology investments.

Capital Investments

«O~ Cumulative Capital Investments

Note: Gross Investments (excluding inventory movements)
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improve the continuity of service of
the existing lines, followed by
investments to increase transport
capacity. Investments during 2005
include the expansion of the Liquids
South System, the Carrasco-
Cochabamba liquids pipeline
rehabilitation, and the initiation of the
expansion of the Gasoducto al Altiplano
(GAA).
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Expansion and
Incremental Capacity

The start of operations in the Carrasco-Cochabamba liquids pipeline in the third quarter of 2005,
the investments to expand the Liquids South System and the Domestic Gas concession provide a
more secure, flexible and reliable transport capacity.

Net Operating Costs per Barrel Dividends
Equivalent

During the last three years, Transredes
Following the trend that started in was able to pay dividends equivalent
2000, Unit Operating Costs have to 100% of distributable retained
continued to decrease. This trend is earnings to date, a cumulative amount
supported by improved cost control of US$ 182.2 million. Approximately
measures and increased gas and liquids 1,400 shareholders benefited from
transport volumes. Transredes’ dividend proceeds.

Dividends related to 2004 results were
paid during the third quarter 2005.

Total Cumulative Capital Investments: US$ 428.8 millions

Figures shown represent total investments in the Bolivian pipeline system plus the company’s share of
investments in the Bolivia-Brazil pipeline system (GTB and TBG).

168.2

I Bolivia - Brazil Pipeline I Continuity of Service

I Gas Expansion Information Technology/Other

Liquids Expansion

Net Operating Costs per Barrel Equivalent

Net Operating Costs per Barrel Equivalent is calculated as the total operating costs divided 1.0 -

by transported volumes of natural gas and liquids in barrels equivalent.
09 -

0.8 -

US$ Per Barrel Equivalent

0.7 -

06 -

05 -

04 -

0.3 -

o
S
S
«



Dividends

Dividends are payments to shareholders from after-tax earnings. They become payable
only when recommended by the Board of Directors and approved by Shareholders.

I Dividends Paids
4} Retained Earnings (before Dividends)

Dividends Paid Cumulative

US$ Millions
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Unaccounted Gas

Unaccounted Gas is the difference in the actual measurements between the reception and delivery
points, excluding Fuel, Gas, Shrinkages, flaring operations and/or changes in line stock.

I 9% Unaccounted Gas
According to GTC’s Gas Limit

Percentage (%)
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In 2005, Transredes
extended the
installation program of
electronic measurement
in order to cover a larger
number of delivery
points, improving the
results of Unaccounted
Gas even further.

Unaccounted Liquids

Unaccounted Liquids is the difference in the actual measurements between the
reception and delivery points, taking into account changes in line stock.

I 9% Unaccounted Crude

% Unaccounted LPG

% According GTC's Limit for Liquids - Crude
=L} % According GTC’s Limit for Liquids - LPG

Unaccounted Gas

As of January 2002, the General Terms
and Conditions (GTC’s) for
hydrocarbons transportation services
contemplate a reduction of the allowed
unaccounted gas margin from 2% to
0.5%. The introduction and acceptance
of electronic measurement systems
allowed for consistent measurement
starting from mid 2003, resulting in
error levels lower than 0.5%.

In 2005, Transredes extended the
installation program of electronic
measurement in order to cover a larger
number of delivery points, improving
the results of Unaccounted Gas even
further.
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Unaccounted Liquids

As of January 2002, the General Terms
and Conditions (GTC’s) for Crude oil
transportation services contemplate a
reduction of the allowed unaccounted
volume margin from 1% to 0.7%.
Certification of tanks and spheres,
calibration of measurement equipment
and investments in new measurement
technologies improved crude
measurement over time.
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Volumes of Gas Transported

Transredes increased its daily average throughput of natural gas during 2005, reaching 421
MMscfd for the export market and 113 MMscfd for the domestic market. The increased
volumes are due on the one hand to a greater demand in the Brazilian and Argentine markets,
and on the other, to the growth in the demand in the Bolivian market from thermoelectric
plants, for NGV and industry.

Domestic Market
Export Market
Firm Contracts

System Capacity
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Volumes Transported

The daily average Volumes of Liquids Transported
throughput of natural gas

in the year for both the The increased liquids transported is
export and domestic due primarily to the increased
markets during 2005 production of liquids associated with

natural gas, with the production of the
latter gradually being increased in order
to fulfill the commitments of natural
gas exports to Brazil and Argentina.
Moreover, the greater volumes of crude
being processed in the refineries has

reached 554 million
standard cubic feet per
day (MMscfd), well above
the historic average. What
is particularly noteworthy

is an increase of over 18% generated greater volumes of
throughput for the reconstituted crude. The growth in
domestic market. volumes of associated liquids continues

Volumes of Liquids Transported

During 2005, December was the month with the greatest volumes of liquids transported
for both the export and domestic markets, reaching 55.600 bpd as an average daily volume.
This was due primarily to a segregation of quality undertaken with the aim of improving
LPG production at the absorption plant at Rio Grande. The increase on the year is due
primarily to the volumes exported to Argentina over the entire year, unlike the 2004
volumes which encompassed only six months.

Thousand Barrels per Day (MBPD)

I Export Market
Domestic or Internal Market
Firm Contracts Internal Market

Firm Contracts Export Market
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at the same level as in previous years
showing a robust trend. The expansion
undertaken during 2005 in the
Southern Liquids System is being used
at nearly its full capacity. The
interconnection of our system with the
Refinor pipeline system on the border
with Argentina was completed during
the third quarter of 2005, thereby
increasing export capacity to the
southern markets.
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Consolidated Contracts

During 2005 Transredes was able to consolidate a total of 53 contracts and amendments which allowed
the Company to assure hydrocarbons transport operations for its different customers.

Consolidated Contracts

As is established in the Transport
Regulations and in accordance with
the nature of its service, Transredes
operates its natural gas and liquid
hydrocarbons pipeline systems in Bolivia
under firm and interruptible service
contracts approved by the
Hydrocarbons Superintendence. The
General Terms and Conditions of the
Transport Service form an integral part
of these contracts for providing
hydrocarbons transport service.

The contracts with the shippers can
either be for:

Firm and Interruptible Transport Services
Contracts, either for the domestic and
export natural gas and liquids markets.
The shippers can be companies that

are hydrocarbons producers, gas-fired
power plants and/or local gas
distribution companies.

During 2005, Transredes was able to
consolidate a total of 53 contracts and
amendments allowing the Company
to ensure hydrocarbons transport
service for its different customers, in
both the gas and the liquids systems.
Currently the Company has a total of
154 contracts in effect with different
customers.
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Number of Contracts and Amendments Signed and Approved for Year 2005

Number Firm Contract,s _ Interruptible Con/trac.:ts Amendments Total
Gas Liquids Gas Liquids

Sub Total 2 4 11 9 27 53

Sub Total 6 20 27 53

Total 26 27 53



