


In order to
maintain continuous improvements to the quality of our
service, in 2005 Transredes made a series of improvements
In Its measurement, invoicing, and nominations pProcesses
for hydrocarbons transport, thereby offering better
operating flexibility and greater quality and reliability of
Its services.



Quiality and Reliability of our Services

Our customers’ opinions
are very important for
Transredes in orienting the
processes for continuous
improvement as
established by our
Sustainable Development
Policy. The latest Customer
Satisfaction Survey taken
in 2005 gave an increased
score of 5.4 for the General
Satisfaction Index, as
compared to 5.1 obtained
in 2004.

The daily average throughput of natural
gas for 2005-both export and domestic
markets-reached 554 million standard
cubic feet per day (MMscfd), well above
the historic average. What is particularly
noteworthy is an increase of over 18%
throughput for the domestic market.

The volumes of gas for the internal
market have increased thanks to
increased shipments to gas-fired power
plants as well as the continuous growth
of Natural Gas Vehicles (NGV). As of
November 2005, 14,600 vehicles had
been converted to natural gas fuel, an
increase of 54% over the figures for
2004. A significant portion of the
vehicles being converted are in markets
where Transredes is giving its support
to NGV, thereby permitting greater
penetration of this lower-cost fuel and
a reduction in the demand for more
costly liquid fuels.

On the other hand, the first phase of
the expansion of the Gas Pipeline to
the Altiplano (GAA) went into service
during the third quarter of 2005. The
second phase of this expansion is under
construction and is expected that
operations will begin sometime during
the second quarter of 2006. With the
second phase going into service, it will
be possible to assure the natural gas
supply to western Bolivia-especially

Cochabamba, Oruro, and La Paz,
thereby maintaining a firm commitment
to supply natural gas for the internal
market.

Likewise, the growth in the volumes
of associated liquids continues at the
same level as in previous years, showing
a robust trend, which makes us think
that in 2006 we will need an expansion
to our liquids transport capacity. In
2005 we completed the following: the
Southern Liquids System Expansion
Phase 1, the Carrasco-Cochabamba
Oil Pipeline, and the Pocitos-Refinor
interconnection on the Argentine
border.

The on-year averages of the availability
of our gas and liquids transport systems
has maintained a high level of
continuity of service, reflecting the
success of Transredes’ operations and
maintenance programs. In 2005, the
availability of our gas pipelines reached
a level of 98.94%; and the oil pipelines,
98,71%, in light of an historic average
of more than 99% during the previous
five years.
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71 Commitments with
the Domestic Market



The Projects undertaken in 2005
benefiting the internal market were
the following:

Natural Gas System

The Gas Pipeline to the Altiplano Phase
1 (GAA-1). In 2005 we made an
expansion to GAA, increasing the
capacity in the following sections: along
the Rlo Grande-Parotani segment, from
44.5 to 47.5 MMscfd; along the
Parotani-Oruro segment, from 18.3 to
20.6 MMscfd; and along the Oruro-La
Paz segment, from 14.4 to 17.0
MMscfd. The US$ 7.7 million
investment for Phase | will allow us to
attend the increasing demand in the
cities of Cochabamba, Oruro, and La
Paz. This large-scale project consisted
of implementing a new compression
station at Sica Sica with two
compressors and installing a third
compressor unit at our Oconi
Compression Station.

The Gas Pipeline to the Altiplano Phase
2 (GAA-2). During 2005 we undertook
part of the Phase 2 expansion to GAA,
which consisted basically of awarding
pipe, contracts for the basic engineering
and for the detailed engineering for

the compression stations and the loops,
and purchasing nine compressor units
for a total investment of US$ 2.9 million
as of December 2005 as an advance

7 Improvements in Customer
Service

payment for materials and equipment.
What remains is the execution and
implementation of these systems by
mid 2006. The project consists of
building three loops: the first is a 12-
Km loop of 12-inch pipe between Santa
Cruz and Cochabamba; the second, a
46-Km loop of 10-inch pipe between
Cochabamba and Oruro; and the third,
a 25-Km loop of 10-inch pipe between
Oruro and La Paz. Moreover, two new
compression stations (Samaipata and
Chillijchi) will be implemented, each
with four compressor units; and a new
additional unit will be installed in Oconi
Compression Station. With this
expansion the throughput capacity of
GAA will increase from 47.5 to 75
MMscfd between Rio Grande and
Parotani.

Villamontes-Tarija Gas Pipeline (GVT):
Work for optimizing this pipeline was
completed, increasing the operating
throughput from 6.4 to 7.5 MMscfd,
with an investment of US$ 169,000 to
be able to attend the growing demand
in the City of Tarija. This project
consisted of increasing the MOP
(Maximum Operating Pressure) from
1120 psig to 1400 psig.

Taquiperenda-Tarabuco Gas Pipeline
(GTC): Work was performed so as to
optimize and outfit a new metering
station, increasing the operating
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Evolution of the Customer Satisfaction Survey
Period 1998-2005

The adjoining graph shows a sustained increase in the Customer Satisfaction

Index since 2000.

throughput from 7 to 10 MMscfd,
along the Tarabuco-Cochabamba
segment, with an investment of
approximately $US 230,000 making
our deliveries to Cochabamba Market
much more flexible.

Natural Gas Vehicles (NGV): By
implementing programs for converting
vehicles to NGV in the cities of La Paz,
El Alto and Santa Cruz, a decisive push
has been given towards shifting the
energy matrix in the country. These
programs are the result of the joint
efforts of all the stakeholders along
the natural gas chain: the producers,
Transredes, the Distributors, Service
Stations and NGV Convertion Shops.
The contribution that Transredes makes
is focused not only in developing the
programs but also in direct
contributions using economic incentives
by applying the “Distingo Razonable™
tariff authorized by the Hydrocarbons
Superintendence. Similar programs will
continue to be implemented in other
cities during 2006.
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Customer Satisfaction Survey

It is keen desire to keep on improving
the quality of its service, Transredes
undertook the following activities
during 2005:

- Greater operations flexibility.

- Improvements in the measurement
process.

- Improvements in the invoicing process.
- Improvements in the nominations
process.

- Increasing the quality and reliability
of service.

The 2005 Customer Satisfaction Survey
was developed taking into account
three central areas associated with
quality service:

1. Transport Service:

- Safety

- System Capacity

- Measuring the service

2. Customer Service:

- Communication

3. Service Support:

- Marketing

- Contracts

- Billing, Scheduling, and Nominations
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71 Stable Reputation

Corporate Reputation Study

The Reputation Quotient for Transredes is based on six dimensions: financial performance, products
and services, vision and leadership, workplace environment, emotional appeal, and social responsibility,

Corporate Reputation Study

According to the results of the 2005
Corporate Reputation Survey
conducted using the methodology of
the Reputation Institute, the overall
Reputation Quotient for Transredes
decreased slightly in 2005 (65) when
compared to the previous year (69),
but it remained above the indicators
for 2003.

This four point drop comes primarily
from the less positive assessment made
by the institutional leaders (65) and
the score given by the public at large
(59). However, Transredes maintained
a high reputation amongst the
stakeholders closest to the Company:
employees (87) and customers (72).

Percentage (%)

in accordance with the Reputation Institute’s methodology. These dimensions are measured by
means of surveys and interviews with our principal stakeholders, and amongst them are employees,

customers, and institutional leaders.

The RQ quotient is calculated compiling the individual responses to 20 attributes. The study was
undertaken in the cities of Santa Cruz, La Paz, Oruro, Tarija, Sucre, and Cochabamba.
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The results of the 2005 Corporate
Reputation Survey show that in spite
of the negative effects from the volatile
political and social situation in which
the country for this year, our
Company’s reputation endured the
changing and tempestuous climate
with steadiness and stability.

Transredes’ Reputation Quotient (RQ)
as of December 31,2005

The Reputation Institute has measured
corporate reputation in more than 600
companies in five countries since 1999.
Of these measurements during recent
years, the energy companies have had
the lowest RQ quotients.

g6 87 87

General Public
Institutional
Leaders
Employees
Customers
(Reputation
Quotient)

RQ



Indicator Units of Measure 2003 2004 2005

Total Reputation Quotient Percentage 61% 69% 65%
Reputation-Public Opinion (35%) Percentage 59% 62% 59%
Reputation-Institutional Leaders (35%) Percentage 55% 69% 62%
Reputation-Customers (20%) Percentage 64% 72% 2%
Reputation-Employees (10%) Percentage 86% 87% 87%

Attributes Considered in the Survey

Financial Performance: Outperforms
the Competition, Records High
Profitability, Low-Risk Investment,
Strong Growth Perspectives.
Products and Services: High Quality,
Innovation, Good Value for Money,
Stands Behind its Services.

Vision and Leadership: Good Market
Opportunities, Excellent Leadership,
Clear Vision of the Future.

Performance Indicators-Reputation

Workplace Environment: Rewards
Employees Fairly, Good Place to Work,
Good Employees.

Emotional Appeal: Feel Good about
the Company, Admiration and Respect
for the Company, Trust the Company.
Social Responsibility: Supports Good
Causes, Environmental Responsibility,
Community Responsibility.
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71 Sustainable Alliances

The plan of action for the Sustainable Safety Networks (RSS) Program at Transredes in 2005 included
a series of actions conceived to promote sustainable development by means of alliances between
Private Enterprise, Civil Society and the State, taking into account Economic Performance, Preserving
the Environment and Human Life and Responsibility with our Stakeholders.

Safety Networks

Priority and complementary activities
were executed in four areas of work:
training and capacitance building,
representation and articulation,
resource mobilization, and community
participation. In the first area the
training program, Training in Focusing
Public Policies stands out. This program,
geared to municipal leaders, social
leaders, producer agencies, and
business leaders, is an alliance between
Transredes, the Andrés Bello
Agreement, the Society of Engineers
in Santa Cruz, and the “Universidad
Andina Simén Bolivar”. Sixteen
workshops were held with more than
100 people attended.

This also led to the initiative, ""Engineers
for Sustainable Development.' This
initiative is geared to improving the
management of the public sector in
City Halls and Sub-Prefectures. With
this in mind, an agreement was signed
with the Prefecture for the Department
of Santa Cruz and the Association of
Engineers in Bolivia.

On the other hand, progress was made
on the "Gas in El Alto™ Program for
supplying gas to more than 40
educational units. This program is an

alliance between Transredes,
Yacimientos Petroliferos Fiscales
Bolivianos (YPFB) and the Federation
of Neighborhood Councils of El Alto
(FEJUVE). Moreover, a management
and financing program has been
prepared to furnish gas to education
units in other cities around the country.
All this has resulted in expanding the
network of alliances to include other
institutions in the projects. Some of
these institutions are: Business Council
for Sustainable Development (CEDES);
the German Cooperation Agency (GT2),
and Boards of Education. Transredes’
Sustainable Safety Networks act
together and in association participating
in local activities such as producers
fairs, anniversaries, etc. Within this
framework in alliance with other
institutions, such as, the “Tahuichi
Aguilera’ Soccer Academy, the
Corporacion Andina de Fomento (CAF),
and Gas TransBoliviano (GTB), activities
are developed and carried out for
integration and competence building
in El Alto, Chaco, Chapare, and
Chiquitano Regions. By using sports,
this initiative seeks not only to drive
and address social values at children
and youths but also to motivate city
halls, civic committees, parents, soccer
schools, and other members of civil
society to participate along with them.






During 2005, the “El Buen
Conductor” campaign
emphasized the
productive and
praiseworthy participation
of common citizens,who
through their exemplary
daily work contribute to
the country’s
development.

The“El Buen Conductor” Campaign

The “El Buen Conductor” is a campaign
promoting human values. The
campaign started at the end of 2000
at Transredes’ initiative with the aim
of expanding our corporate values in
the community. With this object and
the help of volunteer journalists, a
social project was designed aimed at
discovering and promoting individuals
who with solidarity are helping their
peers and contribute with model
lifestyle benefiting society at large.

Responsibility with our Stakeholders

During 2005, the “El Buen Conductor”
campaign emphasized the productive
and praiseworthy participation of
common citizens, who through their
exemplary daily work contribute to the
country’s development. This campaign
was launched under the name
“Bolivianos con Valor” or “Bolivians
of Principle” and was aimed at
disseminating the talent and creativity
of citizens whose social and economic
performance strengthen and bring the
nation together. The campaign enjoyed
a high degree of acceptance amongst
the public and received the constant
support of the communications media
nation-wide.

Z1 Bolivians of Principle

Ricardo Ortiz

Ana Marfa Marafién

Juan Irigoyen

Juan Carlos Escébar

Edgar Ortega
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71 Social Action



In the sphere of social action Transredes continued supporting institutions and communities
along our pipeline system. Under our Good Neighbor Policy, the requests for aid are prioritized
on criteria of vicinity and proximity, basic needs, sustainability, local participation, benefit to the
community and nearness to Transredes’ facilities.



