With more than 600 rural communities located along the nearly 6,000 kilometers of pipelines
operated by the Company, our relations with the neighboring population takes on a transcendental
relevance for Transredes through its Good Neighbor Strategy, which looks out for the safety of

persons and participates in developing initiatives with social and environmental awareness and
efficiency.



Social Action at Transredes

In order to generate constructive
relations and mutual cooperation in
the area of influence where it conducts
its business activities, Transredes, when
participating in local development
initiatives and projects, works on the
basis of specific criteria, such as: vicinity
and proximity, community benefit, local
participation, sustainability. At the same
time, the Company disseminates
amongst its personnel and contractors
the principles of a sustainable
development policy aimed at aligning
their daily work activities with
Company’s procedures.

2005 was marked by a nation-wide
unstable socio-political climate. This
was reflected in the change of
municipal authorities, an issue that
posed an interesting challenge for our
relations with the communities. On the
other hand, during this period, social
capacity building and training was
emphasized amongst our operations
personnel and contractors, especially
focusing in the area of conflict
resolution. The social action program
also included the program of safety
awareness and general information for
neighboring communities, the program
of attending to requests for assistance
and complaints, and the program of
supporting local development initiatives
in neighboring communities.
Transredes continued to develop very
fluid communications, coordinating its
operation activities on issues of mutual
interest with the communities, local
authorities and municipal districts,
NGO’s, and other organizations, valuing
their roles and functions, and
complementing their efforts in the joint
initiatives.

Responsibility with our Stakeholders

Meetings and Informative Talks in
Neighboring Communities

During 2005, Transredes continued its
program providing information
regarding safety and general
information about the Company to the
neighboring communities, giving
greater emphasis to presentations
made to local authorities, in particular
to municipal governments. This was
due to the change in local authorities
as a result of the 2004 municipal
elections and the need to update this
type of information with the new
authorities. On these opportunities,
the Company stated its desire to work
together on matters of mutual interest
and benefit, such as urban and rural
land use and planning with regards to
the location of our pipelines and other
public utilities, primarily looking out
for the safety not only of the population
but also the utilities.

Support to local development initiatives

During 2005, Transredes also gave its
support to more than 250 local
development initiatives in approximately
190 neighboring communities,
coordinating activities directly with 36
municipal governments and working
in alliances with 14 NGO'’s.

In this manner, not only were the
functions and resources of these
institutions—whose task is to boost local
development-respected and
complemented, but we were also able
to have the Company contribute
directly to truly ““basic-need” projects.
Likewise, extensive institutional
participation was achieved thereby
guaranteeing the project’s sustainability
and its full and successful execution.
The areas supported were primarily in
education, health, and basic
compensation and redress, as well as
in productive activities, the
environment, and sports.
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Transredes, when participating in local development initiatives and projects, works on the basis of
specific criteria, such as: vicinity and proximity, priority, community benefit, local participation,
sustainability. At the same time, the Company disseminates amongst its personnel and contractors
the principles of a sustainable development policy aimed at aligning their daily work activities with
Company procedures.

Social Capacity Building and Training
for Operations Personnel and
Contractors

Likewise, the social capacity building
and training for Transredes’ contractors
and operations personal was
maintained, improving the level of
relationships between personnel and
neighboring communities where they
execute maintenance work and
expansion projects in the hydrocarbons
transport system.

Follow-up on the Social Induction Building and Training
for Transredes Personnel and Contractors
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Transredes, Transporte de Hidrocarburos S.A., is the
largest hydrocarbons transport company in Bolivia. Its
core area of business is transporting natural gas, natural
crude, reconstituted crude, and liquefied petroleum
gas (LPG), in addition to providing associated services.

Transporting hydrocarbons in Bolivia is a public utility
service; consequently, it is regulated by the State by
means of the Superintendence of Hydrocarbons. On
the other hand, Bolivian legislation grants Transredes’
customers-the shippers-the right to examine the
Company'’s costs and tariffs.

Transredes is the owner and operator of a network of
approximately 3,000 kilometers of gas pipelines and
2,800 kilometers of oil pipelines, located throughout
the diverse Bolivian geography. Transredes’ system
transports hydrocarbons from an elevation of
approximately 400 meters above sea level to market
destinations located at more than 3,800 meters above
sea level, passing through geographic regions that
impose a great technical and human challenge. Its area
of influence is made up of 90 municipal districts in
seven of the nine departments of Bolivia and more
than 600 spanish, quechua, aymara, and guarani
speaking communities, among other native groups.

Transredes transports hydrocarbons produced in Bolivia.
These are destined not only to the domestic market
but also to the export markets of Brazil, Argentina and
through Arica, Chile. The direct beneficiaries of the
transport service are the thermoelectric power plants
gas, distribution companies, refineries, residential
consumers and others. Moreover, Transredes has a
51% share participation in Gas TransBoliviano S.A.
(GTB), the owner of the Bolivian section of the Bolivia-
Brazil Gas Pipeline, and a 12% participation of the
shares in Transportadora Brasileira Gasoduto Ltda (TBG),
the owner of the Brazilian section.

All these transportation networks-in constant expansion
in the light of the strong increase in the supply and

demand for hydrocarbons (primarily natural gas) during
recent years-are the object of an ambitious maintenance
and modernization plan that seeks to convert Transredes
into a company located at the forefront of technology
with its systems of prevention, control, and efficiency.
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Transredes operates within the framework of its
Sustainable Development Policy, equally integrating
its three pillars: Economic Performance, Preserving
the Environment and Human Life, and Responsibility
with its Stakeholders. Its corporate vision is to bring
Bolivia together with energy, at all times maintaining
the highest standards of integrity, excellence, and
safety, not only at the national but also at the
international level.

Transredes was incorporated on May 27, 1997, as
a result of the capitalization process of the state-
run petroleum company, Yacimientos Petroliferos
Fiscales Bolivianos (YPFB), when the Bolivian
Government placed 50% of the shares of different
components of YPFB and other state-owned
companies for sale, thereby granting the investors
the responsibility of administering the new capitalized
companies.

The new incorporated company (or Sociedad
Anonima), arising from a joint-venture alliance with
the People of Bolivia, represented by the Pension
Fund Administrators (AFPs), was granted the
responsibility of operating and maintaining the
country’s hydrocarbons transportation network.

In this manner, the YPFB Transportation Unit became
Transredes. The new society was structured in the
following manner: 50% of the share package
corresponds to TR Holdings Ltda., whose owners
are Prisma Energy Transportadora Holdings Ltda.
and Shell Gas (Latin America) B.U., who together
initially invested $US 263.5 million; 34% belongs
to the People of Bolivia represented by the AFP’s.
Futuro de Bolivia and Prevision BBV, the remaining
16,4% belongs to company employees and other
investors.

Shareholder % Participation
TR Holdings Ltda. 50.00 %
Prevision BBV S.A. 16.78 %
Futuro de Bolivia S.A. 16.79 %
Others 16.43 %

Transredes S.A. is registered with the Servicio Nacional de Registro de Comercio [National Commerce Registry Service] by means of Administrative Resolution
N° 10421, under Registry N° 07-40989 dated July 21, 1997. It is also registered with Fundempresa under Registry N° 0014200 dated December 26, 2001.
The Company has fulfilled all the legal prerequisites to be quoted on the Bolivian Stock Exchange.
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Directors

Mission

Vision
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Carlos Kempff Ferudun Ozkaynak Jaime Villalobos

Shareholders’
Representatives

José Antonio de Chazal Hans Werner Voss
Member of the Audit Committee Member of the Audit Committee

Corporate Values
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Manager Health, Safety, Vice President Vice President General Legal
Environment & Social Finance Marketing & Regulations Counsel
JohnVega Peter Verschuren Hugo Vits Fernando Gonzalez



President & Manager Human Resources Vice President Vice President
General Manager & Administration Operations External Relations
Ernesto Blanco Jorge Taborga Ivan Rodriguez Oscar Serrate

Senior Executives



GRI Index

GLOBAL REPORTING INITIATIVE (GRI)

The Global Reporting Initiative started in 1997 as a joint initiative of the non-governmental
organization CERES (Coalition for Environmentally Responsible Economies) and UNEP (United
Nations Environmental Program) with the aim of promoting quality, rigor and utility of
Sustainable Development Reports.In 2002, GRI became an independent organization, officially
collaborating with the United Nations Environmental Program and working in coordination
with the Global Compact initiative of the General Secretary of the United Nations.

Transredes S.A., following its value of corporate citizenship and encouraging the communication
with its stakeholders, has decided to support this initiative implementing the GRI guidelines
for the preparation of reports on Sustainable Development and becoming a part of the group
of organizations that actively support this institution. We are the first Bolivian company
adhering to this world-class initiative and hope that the dialogue and transparency that
encourages will support a better understanding and interaction with our stakeholders.

For more information about the implementation of this initiative, please visit our web page
at www.transredes.com/eng/gri.php



Code

11

12

Code

EC1

EC2

EC3

EC4

EC5

EC6

EC7

EC8

EC9

General Corporate Information

Corporate vision and strategy on Sustainable Development

Description of the key elements of this report, by the CEO

Corporate Profile

Governance Structures and Administrative Systems

Economic Performance Indicators

Net Sales

Geographical Distribution of the Market

Cost of Goods, Materials, and Services Acquired.

Contracts Paid under the Terms Agreed to and
Convened

Salaries and Benefits by Country or Region

Payments to Suppliers of Capital

Retained Profits

Taxes

Subsidies
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Remarks and references

Letter to the Shareholders (Pages 9 to 11)
Our Commitment to Sustainable Development (Pages 12 to 13)

Letter to the Shareholders (Pages 9 to 11)

Note 1 of the Financial Statements (Page 98)
Corporate Profile (Pages 78 to 85)

Corporate Governance Structure:

The General Shareholders’ Meeting is the body with the maximum decision
making authority in the Society. This body designates/ratifies the Members of
the Board of Directors and the Members of the Audit and Control Committee
amongst other duties.

The Board of Directors for Transredes (hereinafter Transredes) is made up of
seven members appointed by the General Shareholders Meeting.

The Over Seeing Committee consists of two shareholders’ representatives,
each appointed one for the minority shareholders and one for the majority
shareholders. Each bears the responsibility of the internal audit and control
of the Society’s actions; moreover, they must attend the Meetings of the Board
of Directors, Audit Committee, and the General Shareholder’s with voice but
no vote.

The Audit Committee, appointed by the Board of Directors within the framework
of the Bonosol Law, is made up of three directors. Amongst its duties, this
committee is responsible for examining the Society’s Financial Statements, for
proposing the External Auditors, and for controlling the Internal Audits.

The President is appointed by common agreement amongst the Directors and

is responsible, along with the remainder of the Senior Staff, for administering
the Society.

Remarks and references
Economic Performance — Financial Results (Pages 32 to 37)
Updated quarterly on our Web site as part of our financial reporting.

Corporate Profile (Page 78 to 81)

Financial Statements and notes thereto.
We report Investments and Operating Expenses as type of expenditure.

Our procedures establish that the term for paying our suppliers shall not exceed
30 days, once all the applicable terms and procedures have been fulfilled. We
do not have any systematic record for this indicator, since the exceptions are
not significant.

Financial Statements and notes thereto.
We report labor costs, including benefits.

Financial Statements and notes thereto mention these issues. (Debt, Dividends).

Financial Statements and notes thereto mention these issues. (Profits)
Updated quarterly on our Web site as part of our performance indicators.

Financial Statements and notes thereto mention these issues. (Taxes).

Bolivian regulations establish an overcharge on the Tariff for Export Gas Market
known as the TEMI which is used as a crossover subsidy to lower the transportation
costs for the Domestic Gas Market. For more information see the ““Tariffs” or
“Institutional Links™ sections on our Web site.
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Code

EC10

Added
EC1

Added
EC2

Added
EC3

Added
EC4

Economic Performance Indicators

Social Investments
Replaces: “Donations to communities, civil society,
and other groups, by group and type of donation”

Profitability

Investments

Operations Performance

Debt / Equity Ratio

Environmental Performance Indicators

Remarks and references

We believe that the concept of donations is neither appropriate nor compatible
with our Policy on Sustainable Development. We have decided to replace this
indicator with another: “Social Investments” which in our way of thinking is
more appropriate to our company’s principles. This information is updated
quarterly on our Web site as part of our performance indicators.

Economic Performance - Return on Equity (Page 16)
Updated quarterly on our Web site as part of our performance indicators.

Economic Performance (Page 20)
Updated quarterly on our Web site as part of our performance indicators.

Economic Performance - Investments (Page 21 to 26)

As part of our Economic Performance Indicators we report our net operating
costs per equivalent barrel and the percentage of unaccounted gas and liquids
as per the General Terms and Conditions for Service (GTCS). We also publish
the average availability of our oil and gas pipeline systems as part of our
indicators for Responsibility with our Stakeholders.

For greater information visit the Performance Indicators section on the Transredes
Web site.

Economic Performance — Debt/Equity Ratio (Pages 16 to 17)

As of December 2005, the debt/equity ratio reached 45% on the assets and
55% on equity. This information is updated quarterly on our Web site as part
of our performance indicators.

Remarks and refer:

EN1

EN2

EN3

EN4

ENS

EN6

EN7

EN8

EN9

EN10

EN11

Total Materials Used other than Water, by Type

Percent of Materials Used that are Wastes

Direct Energy Use Segmented by Primary Source

Indirect Energy Use

Water Use

Location and Size of Land Owned, Leased, or
Management in Biodiversity-rich Habitants

Description of the Major Impacts on Biodiversity
Associated with Activities and/or Products an Services
in Terrestrial Freshwater, and Marine Environments

Greenhouse Gas Emissions

Substances Affecting the Ozone Layer

NOx, SOx and other Air Emissions

Total Amountol Waste by Type and Destination

We report the use of lubricants—our primary consumable-associated with
undertaking operations activities. During 2005, we purchased approximately
924 barrels (1 barrel = 205 Liters) of lubricants, of which 601 are still in storage
or were in use at the end of the fiscal year.

For hydrocarbons transport, there are operations support activities, which nearly
in their totality are sources that generate waste products. We follow up the
type of waste and express the amount in kilograms.

Our energy consumption, direct and indirect, during 2005 reached approximately
5.7 million KW hours. Our plans are to report these indicators separately by
the end of 2006. This information is updated quarterly on our Web site as part
of our performance indicators.

The water is used during operations activities for clean up. The procedures for
water quality control and management at Transredes follow the Inter-American
Development Bank (IDB) Guidelines. During 2005, our water consumption was
approximately 59,100 cubic meters.

Our pipelines go through diverse geographic regions with a great wealth of
biodiversity. This is why Transredes is committed to operating its facilities and
installations in a responsible manner, benefiting and protecting biodiversity,
seeking opportunities to contribute positively towards its conservation.

Reported on our Web site through the Environmental Impact Assessments.

Our primary greenhouse gas emissions are carbon dioxide (CO2) and methane
(CH4). These are reported as equivalent tons. This information is updated
quarterly on our Web site as part of our performance indicators.

Transredes does not use industrial scale air-conditioning systems, and the air
conditioning systems in our offices comply with the requirements of the Montreal
Protocol. The procedures and controls for air emissions at Transredes follow
the Inter-American Development Bank (IDB) Guidelines.

This information is updated quarterly on our Web site as part of our performance
indicators. See EN8.

At Transredes, we classify and dispose solid waste according to these categories:
biodegradable, burnable, special, recyclable, industrial, and sanitary. The most
significant solid wastes generated by Transredes are biodegradable and industrial
wastes—particularly motor oils. This information is updated quarterly on our
Web site as part of our performance indicators.



Code Indicadores de Desempefio Ambiental

EN12 Significant Discharges to Water by Type

EN13 Spills

EN14 Environmental Impact of the Products and Services
EN15 Percent Product Recycling/Reuse-Theoretical and y Real
EN16 Incidents, Fines and Non-Compliance related applicable

Environmental Legislation

Added Gas Leaks
EN1

Employment Practices Performance

LAL Breakdown of Work Force

LA2 Net Employment Creation and Rotation

LA3 Union Representation

LA4 Policies and Procedures for Information / Change
Management

LA5 Practices on Recording and Notification of

Occupational Accidents an Diseases

LA6 Joint Health and Safety Committees

(Company—Employees)

LA7 Standard Accidents, Lost Time Incidents,
Absenteeism Rates, and Fatalities

LA8 HIV/AIDS

LA9 Average Training Hours
LA10 Equal Opportunities

LAL1l Executive Staff Compossition

Remarks and references

Transredes does not perform discharges to water. Any water is treated with
the aim of being reused for watering the gardens at the stations. There is
ongoing monitoring program of the quality of the treated water.

These results are reported to the corresponding agencies and authorities.

During 2005, we had two spills greater than 12.5 barrels. This information is
updated quarterly on our Web site as part of our performance indicators.

Reported on our Web site through the Environmental Impact Assessments.

Since we supply hydrocarbons transport, this indicator is not applicable to our
business.

Thanks to significant improvements in our processes and controls, Transredes
has not received any warnings or fines related to the applicable environmental
legislation since the Desaguadero incident, which was caused by a flooding
river in 2000. This information is updated quarterly on our Web site as part of
our performance indicators.

During 2005 we only registered one natural gas leak greater than 100,000
cubic feet. This information is updated quarterly on our Web site as part of our
performance indicators.

Remarks and references

Currently we are reporting on our Web site the values for these performance
indicators up until 2004. Due to improvements being made to our information
technology system, this updated information will not be available until the
second quarter of 2006.

Our actions are conducted within the framework of the pillars of our Policy on
Sustainable Development, preserving and promoting “‘communication” at all
levels of our culture.

Our processes for notifying and registering occupational illnesses and accidents
are documented in the Transredes Business Management System and comply
with the specifications of OHSAS 18001, which are compatible with the 2002
P155 Protocol of the International Labor Organization (ILO).

The company promotes the formation of a Mixed Committee for HSES
Management, with the aim as assessing health, safety, environment, and social
and employee safety issues that could affect, directly or indirectly, the actions
taken by Transredes employees and its contractors, thereby complying with the
requirements set forth in Bolivian law, Ley General de Higiene, Seguridad
Ocupacional y Bienestar, [General Law on Occupational Health, Safety and
Well-being].

No work-related fatalities have been registered amongst the employees of
Transredes and its contractors for more than three years in a row. The total
recordable case frequency (TRCF) reached 2.63 and the lost time incident
frequency (LTIF) is at 0.24 as of December 2005. This information is updated
quarterly on our Web site as part of our performance indicators.

Transredes recognizes and acknowledges the universal right to work and does
not exclude nor condition the permanence and stability of employment based
on health-related matters, and this is guaranteed through its corporate standard
on diversity and inclusiveness.

Our main training program employing the greatest number of training hours,
is the Multi-Functional Operator Program (POM). All our operations personnel
in the field are subject to this program. This program, designed by Transredes,
has the express objective of enhancing the operators’ competence profile with
professional qualities, technical knowledge, and practical skills.

As part of our performance indicators, we are currently reporting on our Web
site the values for these indicators up until 2004.

The average number of training hours per employee during 2005 will not be
available until the second quarter of 2006, due to improvements being made
to our information technology system.

Our “Standard on Diversity and Inclusiveness™ promotes equality of work
conditions and does not allow for discrimination in the different areas of business
and influence at Transredes. We constantly seek to respect the individual,
thereby complying with our corporate values and Principles of Sustainable
Development.

Senior Executives (Pages 84 to 85)

As part of our performance indicators we are currently reporting on our Web
site the values for these indicators up until 2004. The values for this indicator,
at the managerial level, will not be available until the second quarter of 2006,
due to improvements being made to our information technology system.
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Code

LA14

Code

HR1

HR2

HR3

HR4

HRS

HR6

HR7

Code

So1

S02

SO3

Added
So1

Employment Practices Performance

Compliance with ILO Guidelines for Health and
Safety Management Systems.

Human Rights Performance

Policies Supporting Human Rights

Human Rights in Investments and Acquisitions

Human Rights and Contractors

Anti-Discrimination Policies

Freedom of Association Policies

Child Labor

Forced Labor

Social Responsibility Performance

Social Policy

Policies on Preventing Bribes and Corruption

Lobbying and Political Contributions

Reputation Quotient

Remarks and references

Our Management System has been certified in accordance with the ISO Standards
1ISO 9001; ISO 14001, and OHSAS 18001, the latter allows us to demonstrate
the integrated management of Health and Safety Risks. This standard is

compatible with the ILO guidelines for Health and Safety Management Systems.

Remarks and references

Transredes conducts all its activities in a responsible manner within the framework
of its Policy on Sustainable Development. We support the Universal Declaration
of Human Rights and aspire that its principles be applied in our sphere of
activities.

Transredes is committed to relating openly and honestly with its suppliers,
vendors, and contractors, ensuring that all compete under opportunities and
conditions of equality and transparency. Transredes promotes the acquisition
of goods and services without prejudice or discrimination, maintaining and
open and fair competition amongst its suppliers and vendors. Whenever possible,
the company will assign priority to national components, not only in providing
equipment and materials but also with labor and man power.

Our Policy on Sustainable Development is applicable to all and its compliance
is obligatory for all our directors, executives, employees, and contractors, as
well as whenever Transredes provides services to third parties.

Transredes promotes diversity and inclusiveness, seeking to respect the individual
thereby complying with its corporate values and its Principles of Sustainable
Development. On this regard the company has established a “Standard on
Diversity and Inclusiveness™ that is effective in the different spheres of Transredes’
business and influence. This standard is based on our Policy on Sustainable
Development.

Transredes respects the political preferences and activities of its employees as
set forth in its Principle of Integrity “Political Activities.”

Due to the nature of the work undertaken by Transredes, and in compliance
with its values and principles of integrity, the company does not hire any
individual younger than 18 years of age, neither directly nor through its
contractors.

Transredes complies fully with the Bolivian General Labor Law, which explicitly
prohibits forced labor in accordance with the guidelines set forth in Convention
105 of the International Labor Organization.

Remarks and references

Preserving the Environment and Human Life and Responsibility with our
Stakeholders:

Protection and Prevention for the Neighboring Communities (Pages 50 to 54)
Response Capacity (Page 55)

Social Action (Pages 72 to 76)

Transredes Social Management System means much more than *donations.**
On the contrary, it emphasizes not only appropriate behavior for all its personnel
and contractors but also a long-term vision consistent with the projections of
the company’s core business. As such, it seeks to minimize potential negative
impacts while maximizing the potential benefits for the neighboring population.
We act on the basis of our value of corporate citizenship. Our Good Neighbor
programs contemplate issues pertaining to safety and environmental awareness,
clear communications on matters of mutual interest, and joint participation in
local development initiatives—at all times valuing and respecting the duties and
responsibilities of the different players in sustainable development.

With the aim of preventing actions that could generate potential conflicts, the
company has established controls and an internal process of declaring and
documenting “Conflicts of Interests, Gifts and Entertainment.” These are
controlled and recorded periodically. Likewise, the company has established a
procedure for looking into concerns, complaints and accusations. This procedure
seeks to protect the accusing party against reprisals, to promote an impartial
and fair investigation, to keep the Board of Directors informed, and to establish
corrective and/or preventative measures.

Transredes does not support any political campaign, nor does it participate in
party politics.

Responsibility with our Stakeholders — Stable Reputation (Pages 67 to 68)
Transredes’ Reputation Quotient reached 65% during 2005 as compared to
69% obtained during 2004. The results for 2005 are a clear demonstration
that outside factors were a strong conditioning agent for the company’s
reputation performance.



Code Product Liability Performance

PR1 Customers: Health and Safety
PR2 Product Information and Labeling
PR3 Privacy Policy

Images captured by
our employees in
differents locations
in Bolivia.

Pipeline above the clouds - Pendenton, Cochabamba

Remarks and references

In addition to coordinating the normal activities of hydrocarbons transportation,
our Control Center plays fundamental role in looking out for physical safety
and protection of the environment. The Center’s monitoring systems permit
constant supervision of the operating variables throughout the length and
breadth of our transportation system, thereby guaranteeing the safety and
security of the product, the operators, and our customers.

We do not report this indicator because the product transport is coordinated
directly with our customers. It does not require any labeling in the traditional
sense; moreover, the parties requisitioning the transport service know the
characteristics of the product being transported.

Confidentiality is part of our Principles of Integrity. This means that all our
employees are committed to respecting the company’s confidential information,
including, without limitation, the information given in trust by third parties, the
shareholders, suppliers, vendors, contractors, competitors, and customers, to
the same degree the company protects its own confidential information.

Operators in Pendenton, Cochabamba

Living quarters in Campero - Pipeline OSSA 2, Oruro
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