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VISION
We envision our company as a 
sustainable management model, devoted 
with passion to the creation of differential 
value for our shareholders, clients, 
employees and other stakeholders.

MISSION
To integrate the production and 
consumption of natural gas and its 
by-products through the rendering of 
profitable services, with the aim to:

•	 Contribute	to	the	country’s	sustainable	
development and improve our 
community’s	quality	of	life.

•	 Provide	creative	solutions	to	the	
energy industry.

•	 Conduct	our	operations	in	a	manner	
that	ensures	quality,	safety	and	
environmental care.

•	 Promote	a	challenging	work	
environment that implies a differential 
proposal for our people.

OUR VALUES
IntEgrIty
•	 We	act	in	accordance	with	what	we	say.

•	 We foster honest and transparent behavior 
throughout our whole value chain.

•	 We	express	ourselves	freely	and	let	
others	express	their	ideas	with	freedom	
and without fear of judgment.

•	 We	ensure	our	principles	of	respect	for	
diversity,	non-	discrimination	and	equal	
opportunities.

commItmEnt
•	 We	show	resolution	and	passion	in	the	

pursuit of our goals.

•	 We	honor	the	culture	of	effort	and	
continuous improvement.

•	 We	endeavor	to	improve	ourselves	and	
deliver the best of us day by day.

•	 We	are	focused	on	long-term	results	
and committed to contributing to 
economic and social development 
and a healthy environment in the 
communities where we conduct our 
operations.

•	 We	search	for	excellence	in	terms	of	
health, safety and environmental issues.

collaboratIon and sErvIcE
•	 We	cooperate	with	one	another	in	

the pursuit of our common interests, 
favoring the common good of the 
group as a whole over individual 
interests.

•	 We	are	open	to	teaching	and	learning.
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OUR PERFORMANCE IN 2015 
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Letter to our Shareholders, Customers, Employees and Suppliers 

Since	the	birth	of	Transportadora	de	Gas	del	Sur	S.A.	(hereinafter,	“we”,	“TGS”	
or	the	“Company”)	as	the	provider	of	natural	gas	transportation,	one	of	the	
essential	public	services,	we	have	written	our	own	experience-filled	history,	
not	only	transporting	quality	of	life	and	energy	but	also	processing	the	
natural	gas	liquefiable	hydrocarbons	required	for	our	country’s	sustainable	
development.	The	issuance	of	each	Annual	Report	every	year	is	our	opportunity	
to communicate the highlights of our performance and thank our shareholders, 
clients, employees and suppliers.

The	2015	was	a	complex	year:	from	its	very	beginning	we	had	to	overcome	
great obstacles to get results that contributed to the sustainability of our 
Company.	Our	achievements	were	possible	thanks	to	the	commitment	and	
work of all the people who make up the TGS team: their effort and dedication 
committed to our goals of reliability, safety, efficiency and sustainability have 
been	the	main	cornerstones	of	our	performance.	In	spite	of	this,	we	must	
continue working with creativity and professionalism with our eyes set on our 
clients,	to	render	a	service	that	overcomes	their	expectations.	Once	more,	
we would like to thank our shareholders for the trust they have placed in our 
management throughout all these years. 

The most relevant milestones that marked our path in the year 2015 are presented below.

Annual Report as of the year 
ended December 31, 2015
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Our performance in 2015  

As in previous years, the main 
challenge we faced in 2015 was to 
fight for the adjustment of the tariff 
chart	applicable	to	the	Natural	Gas	
Transportation segment. To that end, 
we moved further on into the path 
pursued in 2014 to achieve a tariff 
adjustment translated into a fair and 
reasonable remuneration for natural 
gas transportation, a critical public 
service in our country‘s energetic 
industry. We held meetings with 
governmental	authorities	to	explain	to	
them	that	the	lack	of	adequate	tariff	
adjustments has made it for us very 
difficult to preserve the standards of 
the	safe	and	high-	quality	service	we	

have always provided throughout the 
term of our natural gas transportation 
license	(the	“License”)	in	an	activity	
that	requires	such	an	intensive	
deployment of both human and 
material resources.

In	the	mentioned	presentations	
we emphasized the impact of our 
operative costs evolution on our 
financial and economic condition, 
underlining the fact that current 
tariffs have not absorbed said cost 
increases.	It	should	be	mentioned	that	
over	the	last	15	years,	the	Consumer	
Price	Index	has	gone	up	by	582.6%,	
the	Wholesale	Internal	Price	Index	has	
increased by 828.6% and the Salary 
Price	Index	has	grown	by	1,323.1%.	
We also pointed out that tariffs may 
be adjusted to our cost structure 
with a low impact on the final user, 
yet generating great improvements 
for the natural gas segment and our 
financial condition. 

In	June	2015,	through	Resolution	
No.	3347/15	(“Resolution	3347/15”)	
the	National	Gas	Regulatory	
Agency in Argentina (hereinafter 
“ENARGAS”)	approved	a	new	tariff	
increase of 44.3% for the natural gas 
transportation service and of 73.2% 
for	the	Charge	for	Access	and	Use	
(“CAU”),	effective	as	from	May	1,	2015.	
These increases, along with the 20% 
obtained	in	2014	through	Resolution	
No.	I-2852/14	(Resolution	2852/14)	

In	the	15	last	years
the	index	incdresed

582.6 %

Consumer	Price

828.6 %
Internal	Price

1,323.1 %

Salary
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have been the first approved by 
ENARGAS	since	1999.	However,	these	
adjustments have not been enough 
to	address	our	operative	costs’	
constant escalation. Therefore, the 
sustainable	recovery	of	the	Natural	
Gas Transportation segment is subject 
to the effective implementation of 
the	Integral	Renegotiation	License	
Agreement	(hereinafter,	the	“Integral	
Renegotiation	Agreement	”),	the	new	
draft of which includes the increases 
mentioned above and was signed by 
TGS	in	October	2015.	

It	should	be	noted	that	the	increases	
describe above were obtained 
within the frame of the Transitional 
Agreement	entered	on	October	9,	
2008	(the	“Transitional	Agreement”)	
subscribed by and between TGS 
and	the	Unit	for	Renegotiation	and	
Assessment	of	Utilities	Contracts	
(hereinafter,	“UNIREN”)	and	
ratified	by	the	Executive	Branch	
Decree	No.1,918/09.	However,	
given	the	excessive	delay	in	their	
implementation and their insufficiency 
to keep up with the current economic 
scenario, these increases constitute 
merely initial steps towards the path 
of tariff re-composition, the ultimate 
goal of which is the signing of the 
Integral	Renegotiation	Agreement,	
as mentioned above, within the 
frame of the policies outlined by the 
National	Government.

In	2015,	after	compliance	with	the	
Transitional Agreement had been 

verified and upon the activation of 
the compulsory cancellation clause 
of	the	loan	granted	by	TGS	to	Pampa	
Energía	S.A.	(hereinafter,	“Pampa”)	
in	October	2011,	in	return	for	said	
cancellation TGS obtained the rights 
acquired	by	Pampa	to	the	Arbitration	
Claim	started	by	Enron	Creditors	
Recovery	Corp	and	Ponderosa	Assets	
LLP	against	the	Argentine	Republic,	
before	the	International	Center	
for	the	Settlement	of	Investment	
Disputes	(“ICSID”)	of	the	World	Bank	
(hereinafter,	the	“Arbitration	Claim”).	
The	Arbitration	Claim	was	started	by	
Enron	Corp,	in	its	capacity	as	TGS	
shareholder, against the Argentine 
Republic	on	the	grounds	of	the	lack	
of	PPI-	based	tariff	adjustments,	
after	the	enactment	of	Law	No.25,561	
(Economic	Emergency	Law	and	
Exchange	Rate	Regime	Amendment”).	
The	acquired	claim	rights	include	
the power to suspend, control and 
waiver	the	Arbitration	Claim.	The	
obtaining	of	these	Arbitration	Claim	
rights will allow us to make progress 
in the renegotiation of our License, 
in pursuit of the signing of the 
Integral	Renegotiation	Agreement,	
as in accordance with the terms 
of	the	Comprehensive	Adjustment	
Agreement TGS has the capacity 
to suspend and later waiver the 
Arbitration	Claim.

The	subscription	of	the	Integral	
Renegotiation	Agreement	constitutes	
a primary concern to the Management 
of	our	Company	and	is	aligned	

The subscription 
of the Integral 
Renegotiation 

Agreement 
constitutes a 

primary concern to 
the Management of 

our Company.
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towards our ultimate goal of obtaining 
a tariff that fairly remunerates the 
high-quality	public	service	that	we	
have always rendered since our 
beginnings, generating revenues that 
can restore balance to our financial 
and economic condition in the 
long-term.

On	the	other	hand,	during	2015	we	
continued performing our role of 
“Technical	Project	Manager”	of	our	
pipeline	system	expansion	works	
carried	out	under	the	Gas	Trust	Fund	
Program	created	by	the	Executive	
Branch	through	Decree	No.	180/04,	by	
means of which we provide technical 
counseling	for	the	works’	engineering	
and	execution.	Under	the	instructions	
of	the	Gas	Trust	Fund	we	have	made	
a slow progress in the development 
of the implementation plan that 
will allow the transportation of an 
additional volume of 10,7 MMm3/d,	8,7	
MMm3/d	of	which	are	in	service	as	of	
this date. 

After the coming into service of the 
expansion	works	owned	by	the	Gas	
Trust,	in	which	Nación	Fideicomisos	
S.A. acts in the role of trustee, we 
remain in charge of the operation 
and maintenance of the mentioned 
expansions,	in	accordance	with	
the agreement entered into with 
Nación	Fideicomisos	S.A.	in	2011.	
Shippers pay us for the mentioned 
services	through	a	CAU	determined	

by	ENARGAS.	The	CAU,	in	spite	of	
being subject to a regular adjustment 
system, has only been increased 
once, in June 2015, since its creation 
in	November	2005.	Given	the	
permanent increase of costs related 
to the rendering of TGS services, 
and incremental operation and 
maintenance costs far beyond the 
reach of the current calculation of the 
CAU,	we	consider	it	imperative	that	
the scheduled adjustment mechanism 
be complied with, to thus generate 
a fair compensation for the services 
we render without damaging our 
economic and financial condition.

In	spite	of	the	adverse	scenario	
that	prevailed	in	the	Liquefiable	
Hydrocarbons	Production	and	
Commercialization	segment	
(hereinafter,	“Liquids”)	delineated	
by the unprecedented drop of 
international prices that determine the 
sale price of obtained products, we 
have managed to keep an acceptable 
performance in this segment through 
the implementation of several actions 
aimed at enhancing production and 
sales profitability. Sold volumes 
slightly decreased by 0.5%, totaling 
937,230 tons, compared to the 
941,656 tons produced in 2014. 

The adverse circumstances that came 
into	view	in	the	Liquids	scenario	in	
the	fourth	quarter	of	2014	persisted	
throughout the year 2015 and grew 
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even	gloomier.	In	December	2015,	
the international reference prices 
of	Liquefied	Petroleum	Gas	(“LPG”)	
and natural gasoline hit a historical 
minimum level over the last seven-
year period. This was attributable to 
the combined effect of an increase in 
international market supplies driven 
by higher production proceeding 
from	shale	gas	fields	and	export	
capacities	expansions	in	United	
States terminals, which added to the 
drop in demand derived from the 
slowdown of worldwide economies 
led to a significant oversupply in the 
Liquids	segment.	

In	the	domestic	market,	the	Executive	
Branch	Decree	No.470/2015	
introduced amendments to the 
program	known	as	“Programa	
Hogares”	(hereinafter	referred	to	
as: “new stabilization program”)	
through	which	LPG	is	supplied	to	
lower income sectors. Although these 
amendments implied higher sales 
prices for the supplied products, we 
are still forced to sell the product with 
negative operative margins due to 
the increase in the cost of natural gas 
used	as	raw	material.	It	is	impossible	
to sustain this situation in the future 
and we are conducting talks with 
the	National	Government	to	find	an	
immediate solution.

Regarding	the	supply	of	propane	
for distribution networks, we have 
complied with the agreement 
entered	in	2003	with	the	National	

Government and the successive 
extensions	thereto.	By	means	of	
the mentioned agreement, the 
Federal	Energy	Bureau	outlined	the	
prices and the procedures through 
which participating companies are 
remunerated. As of the date of the 
issuance of the present financial 
statements,	the	agreement	extension	
corresponding to the period May 
2015- April 2016 has not been signed 
by	the	parties	yet.	Notwithstanding	
the aforementioned, we continued 
supplying	the	product	at	the	request	
of	the	National	Government.	

Due	to	a	delay	in	the	collection	
of the compensation mentioned 
above,	which	as	of	December	31,	
2015	amounted	to	Ps.	114.4	million,	
in	August	and	November	2015,	we	
filed payment default notices to 
the	Federal	Energy	Bureau.	As	of	
the date of the issuance of these 
consolidated financial statements, no 
formal response has been given to the 
mentioned payment default notices.

On	the	other	hand,	by	means	
of	Resolution	No.36/2015,	the	
Federal	Energy	Bureau	updated	the	
methodology used to calculate the 
maximum	domestic	market	LPG	
price, which increased prices for 
those clients not reached by the 
new	Stabilization	Program	in	the	
domestic market.

The decreasing purchasing trend of 
PBB	Polisur	S.A.	(“polisur”),	our	only	



ANNUAL REPORT 2015

14

ethane client, kept its downward 
course, situation that would have 
negatively impacted on our results 
if	the	“take-or-pay”	clause	had	not	
been in effect to offset this negative 
trend.	Also,	as	the	agreement	expired	
in	December	2015,	we	started	the	
corresponding negotiations related to 
the renewal agreement terms, which 
as of the date of the issuance of 
the	present	Annual	Report	have	not	
been closed. 

Although throughout the 2015 there 
still were restrictions to natural gas for 
thermal plant replenishment (“tpr”)	
arriving	to	the	Cerri	Processing	Plant	
(Cerri	Complex)	their	values	remained	
close to the ones recorded in 2014. 

Both the steep sale prices drops 
and the increase in costs involved 
in natural gas processing have 
considerably narrowed the marginal 
contribution	of	the	Liquids	segment	
since	the	last	quarter	of	2014,	a	
situation that grew worse in 2015. 
For	that	reason,	we	held	meetings	
with governmental authorities to 
explain	to	them	the	difficulties	that	
this business segment is going 
through and the negative outlook we 
foresee for price recovery, obtaining 
a decrease in the rates applied in 
the	export	withholding	regime	as	a	
result	of	these	meetings.	On	the	other	
hand, given the adverse scenario 
foreseen mainly for the winter season, 

we	started	talks	with	the	National	
Government to find mechanisms 
to reach a reasonable profitability 
for this business segment in the 
domestic market.

In	brief,	it	is	essential	to	achieve	
the signing and implementation 
of	the	Comprehensive	Adjustment	
Agreement as soon as possible. 
This agreement must contemplate 
comprehensive tariff reviews to ensure 
adequate	results	and	cash	flows	for	a	
business segment of such relevance in 
our country, also allowing us to meet 
the	operative	conditions	required	
to	take	the	system	to	its	maximum	
capacity in the short and midterm, 
paving the way for what we consider 
will be a new era in the natural gas 
industry	development.	On	the	other	
hand, it will be essential to go further 
and deeper into the actions started 
with the governmental authorities 
to protect the sustainability of 
the	Liquids	business,	particularly	
regarding	the	Carafe	Sales	Programs	
addressed to the most vulnerable 
segments of our society and the sale 
of propane through networks.

In	the	“Other	Services”	segment	
we have closed new businesses 
related to natural gas engineering, 
operation and maintenance, which 
offset lower incomes resulting from 
the	expiration	of	certain	operation	
and maintenance contracts. Also, in 

In the “Other 
Services” 

segment we 
have closed 

new businesses 
related to natural 
gas engineering, 

operation and 
maintenance.
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connection with telecommunications, 
we could seal a strategic alliance 
with Sinopec Argentina S.A. at its 
facilities	located	in	Cañadón	Seco,	
which	will	expand	our	operations	
in the south of the Argentine 
Republic.	This,	added	to	the	closing	
of	agreements	with	new	and	existing	
clients will consolidate the midterm 
and long- term growth strategy in the 
telecommunications segment.

The pipeline system we operate 
subject to the License agreement 
adequately	met	the	demand	for	
natural gas transportation, mainly 
winter	demands	and	requirements	
from the governmental authorities. 
There were no significant service 
interruptions attributable to our 
operations, which ensures compliance 
with our high operational standards. 
In	this	regard,	we	must	acknowledge	
the effort and dedication of our 
operations teams dedicated to 
maintenance, inspection and 
prevention tasks, which enabled us to 
enhance several procedures with the 
ensuing saving in operative costs.

In	2015	we	implemented	new	
technologies to identify, assess and 
control the integrity of the pipeline 
system to fight threats such as “Stress 
Corrosion	Cracking”	or	materials	
defects.	Regarding	this	aspect,	we	
focused on the areas with highest 

demographic density in the Buenos 
Aires ring and accordingly, we 
launched awareness campaigns and 
patrolling activities that increased the 
protection levels of these facilities and 
their surrounding areas of circulation. 

Environmental	and	occupational	
health issues remained pivotal 
in our performance and helped 
us consolidate our continuous 
improvement	process.	In	2015	
we kept the certification of our 
Integrated	System	of	Safety,	
Occupational	Health,	Environmental	
Issues	and	Quality,	in	accordance	
with the international standards 
ISO	14,001,	ISO	9,001,	and	OHSAS	
18,001. As a confirmation of the role 
played by TGS in the environment 
where it conducts its activities, 
we have included the concept of 
sustainability and environmental 
care in our strategic map. We 
instrumented	within	the	Integrated	
Management System a new tool 
that monitors everything related to 
environmental issues in our facilities 
and thus improves the efficiency of 
our operations.

In	the	field	of	safety	and	occupational	
health, people were once again our 
primary concern. We implemented 
several preventive and occupational 
health workshops to improve the 
quality	of	life	not	only	for	our	

The pipeline 
system we 

operate subject 
to the License 

agreement 
adequately met 

the demand 
for natural gas 
transportation, 

mainly winter 
demands and 
requirements 

from the 
governmental 

authorities.
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workforce but for the people who 
are part of their social environment 
as well.

We preserved our value proposal 
to our employees. We implemented 
and maintained several policies to 
preserve and strengthen the concept 
of belonging, making TGS one of 
the best companies to work at in 
Argentina, according to the surveys 
conducted	by	Great	Place	to	Work.	
Besides, in 2015 we conducted 
satisfactory salary bargaining 
negotiations to reflect the economic 
changes of the last few years in our 
personnel’s	salaries,	thus	ratifying	
our commitment towards our 
employees and the unions that bring 
them together. 

Addressing our need to rely on 
a	qualified	technical	team	for	
optimizing results, we conducted 
educational activities in our own 
technical training schools, with the 
aims of both contributing to the 
targeted programmed generational 
shift	and	adequately	meeting	
ENARGAS	requirements.

We continued developing ties with 
the communities in which we conduct 
our operations and where our facilities 
are located, within the scope of 
Corporate	Social	Responsibility	and	
Sustainability.	In	2015	a	new	edition	of	
the	Sustainability	Report	was	issued,	

illustrating how the sustainability 
concept goes across the whole 
organization and the communities 
in which we conduct our business. 
We maintain our social investment 
programs as a support for our daily 
operations, creating value not only for 
our staff but for the community where 
we operate as well. To such purposes, 
we continued with several of our 
Corporate	Volunteers	Program.	

Our	financial	condition	was	affected	
by the deterioration of our operating 
income	as	a	consequence	of	the	delay	
of reasonable tariff increases in the 
Natural	Gas	Transportation	segment	
and the drop of sales prices in the 

We implemented and 
maintained several 

policies to preserve 
and strengthen the 

concept of belonging, 
making TGS one of 

the best companies to 
work at in Argentina, 

according to the 
surveys conducted by 
“Great Place to Work”.
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Liquids	business.	This	scenario	led	
us to adopt different measures to 
optimize cash flows and thus keep 
rendering	a	quality	public	service	that	
meets the high standards outlined by 
the regulatory entities. We continued 
looking for ways of mitigating the 
exchange	rate	risk	involved	in	TGS	
liabilities (assumed to finance the 
acquisition	of	our	assets,	90%	of	
which	correspond	to	the	Natural	Gas	
Transportation	segment).	For	such	
purposes, in 2015 we entered forward 
exchange	transactions	to	hedge	the	
exposure	to	the	exchange	rate	risks	
related to our financial indebtedness.

To	conclude,	the	Board	of	Directors	
Meeting held on January 13, 2016 
approved the distribution of dividends 
in	cash	for	an	amount	of	Ps.	99.7	
million, through the total application 
of	the	Reserve	for	Future	Dividends	
created	by	the	Ordinary	Shareholders	
Meeting held on April 23, 2015, based 
on 2014 results. 

Our Outlook to the Future

Our	main	target	will	be	to	recover	
the profitability of our businesses 
and to add value not only to our 
clients but to the community in which 
we render our services as well. This 

will consolidate our commitment to 
quality	and	will	allow	us	to	continue	
rendering a service as reliable as the 
one we have provided throughout our 
23	years	of	existence.	

It	is	worth	underlining	that	in	the	
Natural	Gas	Transportation	segment	in	
2015 we achieved the implementation 
of the complementary Transitional 
Agreement that constituted the 
second tariff increase received by TGS 
after a tariff freeze of over 15 years. 
Although this increase is not enough 
and can only partially mitigate the 
economic	situation	of	the	Natural	
Gas Transportation segment, it 
represents a step forward towards 
the goal of a comprehensive and 
definite agreement on the tariff issue 
that will allow the renegotiation of 
the License under which we conduct 
our operations and the attainment of 
a	sustainable	tariff	scheme.	In	2016	
we will work on ensuring compliance 
with and maintenance of the obtained 
transitional measures and we will also 
keep working towards the drafting 
of an agreement that develops a 
sustainable business structure.
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We will also emphasize the need 
to obtain a tariff chart in line with 
the	higher	investments	required	to	
ensure pipeline system reliability and 
safety in view of the potential gas 
developments that in the midterm 
will increase the demand to which 
our transportation system capacity 
is	exposed.

Hence, we will continue with the 
action	required	for	the	signing	of	the	
Integral	Renegotiation	Agreement	
initialized	by	TGS	in	October	2015.	
To that end, we will pursue both legal 
actions and administrative claims 
until we obtain a comprehensive, fair 
and reasonable tariff re-composition. 
The assignment of the Arbitration 
Claim	rights	allows	us	to	comply	with	
the	requirements	foreseen	in	the	
Integral	Renegotiation	Agreement	
when implemented, thus enabling 
us to finalize the renegotiation of 
our License.

This is of the utmost importance for 
TGS, as it will engage the commitment 
of all stakeholders towards 
ensuring	the	rendering	of	a	quality	
public service.

We will also continue managing 
the	expansion	works	in	the	
pipeline system that the Argentine 
Government promotes by means of 
the	Gas	Trust	Program	and	that	will	
bring us revenues related to the works 
management and increase incomes 

related to the trust assets operation 
and maintenance. This means we will 
have to continue the proceedings 
started before the Argentine 
Government	to	adjust	the	CAU	values	
that regulate the remuneration for 
the activity performed by TGS in 
connection with the operation and 
maintenance	of	the	expansion	works	
in accordance with the provisions of 
Executive	Branch	Decree	No.180/05.	

We will keep monitoring our financial 
condition at all times, striving for 
an efficient management of our 
resources, with the aim of achieving 
costs reductions that can offset the 
operative	deficit	of	the	Natural	Gas	
Transportation segment.

The	global	scenario	in	the	Liquids	
segment presents us with major 
challenges given its current 
situation	and	high	complexity.	This	
is attributable to the higher costs of 
natural gas in Argentina -affecting 
production competitiveness-, a 
products’	oversupply	outlook	and	the	
slowdown of worldwide economies 
-which	impacts	on	products’	sales	
prices-. We will continue seeking 
alternative markets to commercialize 
our products at the highest 
profitability possible.

On	the	same	topic,	we	will	double	our	
efforts and strengthen the action we 
started with the national authorities to 
bring their attention to the negative 
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impact	that	LPG	supply	programs	
for the most needed sectors have on 
our operating incomes. Beyond the 
administrative appeals filed against 
the	New	Stabilization	Program	to	
safeguard our rights and mitigate 
the loss derived mainly from the 
supply of butane, we will analyze 
several measures to recompose 
the profitability and feasibility of 
these operations.

Given the international reference 
prices drop mentioned above, in the 
year 2016 we will have to intensify our 
efforts to ensure the availability of 
natural	gas	used	as	TPR	at	prices	that	
allow its processing and later selling 
with profitable operating margins. 
Based	on	the	excellent	relations	we	
have built with our suppliers since our 
beginnings, we will continue seeking 
to guarantee the supply of this raw 
material. Besides, the meetings 
to be held with the governmental 
authorities that took office last 
December	will	be	of	the	utmost	
importance to address this issue as 
potential increases in natural gas 
purchase prices would further worsen 
the negative impact of the drop in 
the international reference prices 
mentioned above.

To	promote	our	Other	Services	
business segment, we will continue 
analyzing opportunities related to 
compression, treatment services 
and logistics in storage and dispatch 
facilities	located	in	Puerto	Galvan	and	
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optimizing the telecommunications 
service. We will also analyze the 
feasibility of non-conventional 
hydrocarbon basins projects.

We will remain true to our 
commitment to the continuous 
improvement of each of our processes 
in our daily operations, optimizing 
the use of resources and reducing 
operative	costs.	We	expect	to	
maintain the operative reliability level, 
as it represents a major commitment 
with our clients. We will take 
measures to restrain operation and 
maintenance cost increases, without 
affecting the reliability and availability 
of the natural gas transportation 
system. Subject to the result obtained 
from the crucial tariff re-composition 
of the natural gas transportation 
system and to the measures adopted 
by	the	National	Government	to	
preserve the profitability of the 
Liquids	Business,	we	will	continue	
with the implementation of different 
actions, such as risks management 
standardization and systematization 
in pipelines, compressor plants 
and processing facilities, and we 
will intensify the training initiatives 
that we offer to our staff on a 
permanent basis for their technical 
education	and	for	an	adequate	
resources management.

In	the	financial	arena,	we	will	continue	
decreasing our net financial liabilities 
stated	in	United	States	dollars	
through the partial amortization of 
our debt with final maturity in 2017. 
Also, to mitigate the risk of our local 
currency	devaluation	against	the	US	
dollar, we will continue assessing and 
conducting hedge transactions.

Once	again,	we	would	like	to	thank	
our shareholders for the permanent 
trust placed in our performance, our 
clients and suppliers for letting us 
participate in the management of 
their resources and our employees 
for their permanent cooperation, 
commitment and dedication. All 
of them have contributed to the 
positioning we have earned over our 
history of 23 years, and to the high 
performance standards that allow us 
to be at the forefront of the natural 
gas industry.

Ricardo	I.	Monge
Chairman	of	the	Board	of	Directors
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MACROECONOMIC SCENARIO
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Argentine Overview

Argentine national and provincial 
elections	were	held	in	October	2015.	
Mauricio Macri was elected president 
of Argentina and took office on 
December	10,	2015-.	Macri’s	presidency	
is the first sign of political change 
after over a decade during which the 
Justicialist party was in power. Given 
the economic situation of the country 
at the beginning of the new presidential 
period, the Argentine government 
adopted a number of measures that 
seek to boost the economy and bring 
transparency	to	the	exchange	regime	in	
effect at that time.

A	great	deal	of	exports	tax	
withholdings have been reduced to 
0% in the agricultural sector whereas 
the	rate	applicable	to	soy	exports	
decreased from 35% to 30%. The 
foreign	exchange	system	effective	
as of that date has also been deeply 
changed. We can highlight, among 
other measures, the following:

•	 The	request	and	registration	of	
foreign	exchange	transactions	
under	the	“Exchange	Transactions	
Consulting	Program”	of	the	Argentine	
Administration	of	Public	Revenues	
(“AFIP”)	has	been	rendered	without	
effect.	Thus,	the	mentioned	tax	
entity’s	approval	is	no	longer	required	
for the purchase of foreign currency.

• Annulment of the prior approval 
requirement	for	import	transactions	

(Anticipated	Sworn	Declaration	of	
Imports).	For	all	goods	and	services	
imports pending cancellation with 
custom clearance date prior to 
December	17,	2015	there	is	a	schedule	
for	access	to	the	Single	and	Free	
Foreign	Exchange	Market	(	“MULC”	
in Argentina, according to its initials 
in	Spanish).

•	 Restrictions	for	access	to	the	
Foreign	Exchange	Market	have	
been eliminated. A ceiling of 
USD	2,000,000	in	aggregate	per	
calendar month is established for 
the purchase of foreign currency for 
saving purposes.

A new head was appointed at the 
National	Institute	of	Statistics	and	
Censuses,	the	only	entity	in	charge	
of the official issuance of statistics 
in Argentina.

Regarding	macroeconomic	indicators,	
according to official estimates, the 
economic activity of the year 2015 
would present a slight increase of 
0.8% versus 2014 mainly derived from 
domestic	market	dynamics.	On	the	
other hand, the industrial activity for 
the first 9 months of 2015 presented a 
drop of 0.6%, compared to the same 
period last year. The most relevant 
drops were recorded in the automobile 
sector	(9.4%)	and	the	textile	industry	
(7.8%).	On	the	other	hand,	activities	
such as oil refining and mining 
recorded increases of around 3.4% and 
5.5%, respectively.
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In	connection	with	price	indexes,	
according to official issuances, the 
overall level of the consumer price 
index	(“IPC”,	according	to	its	initials	
in	Spanish)	for	the	period	comprised	
between	October	2014	and	October	
2015 (last information issued by the 
INDEC)	recorded	an	increase	of	14.3%,	
being the food and beverages and 
transportation and communication 
segments the most relevant data 
used	for	its	determination.	On	the	
other hand, the wholesale prices 
index	overall	level	showed	an	increase	
of 12.6% for the period comprised 
between	October	2014	and	October	
2015. Meanwhile, and in light of the 
national statistics emergency declared 
by the Argentine government in 
January	2016	the	INDEC	released	the	
considerations to be taken to use 
alternative	price	indexes	until	the	
mentioned entity resumes the issuance 
of	its	consumer	price	index,	which	is	
estimated as from August 2016.

The alternative indicators are the 
Consumer	Price	Indexes	produced	by	
the	San	Luis	Province	Statistics	and	
Survey	Office	and	the	City	of	Buenos	
Aires	Statistics	and	Survey	Office.	
Said	inter-annual	price	indexes	as	
of	December	2015	rose	to	31.6%	and	
26.9%, respectively.

The	salaries	index	recorded	a	26.7%	
increase for the same period. 

The	sell	exchange	rate	ended	at	
Ps.	13.04	per	United	States	dollars,	

thus representing a 52.5% increase 
with	respect	to	December	2014.

The	Argentine	Central	Bank	(“BCRA”,	
according	to	its	initials	in	Spanish)	
stock	reserves	decreased	from	US$	
31,443	million	in	December	2014	to	
US$	25,267	million	in	December	2015.

Regarding	foreign	trade,	in	the	first	
nine months of 2015 the trade balance 
recorded a surplus of 1,551 million 
dollars.	Total	exports	totaled	47,263	
million dollars against 45,712 million 
dollars disbursed in imports. The 
mentioned surplus represents a steep 
fall compared to the surplus recorded 
in the same period of 2014, which had 
amounted to 5,615 million dollars. 

Tax	revenues	closed	the	year	with	
an increase of 32.1% or 410,842 
million	pesos	from	Ps.	1,280	billion	
in 2014. Higher revenues are mainly 
attributable to increases of over 
102,274 million pesos in Value Added 
Tax	revenues	(“IVA”,	“VAT”),	of	Ps.	
144,692 million in social security 
revenues	and	of	Ps.114,388	million	in	
income	taxes.	

Finally,	accumulated	government	
accounts	as	of	October	2015	(last	
available	information)	show	a	primary	
national	public	sector	deficit	of	Ps.	
70,374.8	million	and	Ps.	154,233.3	
million after the payment of public 
debt interests.
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International Scenario

According	to	the	International	
Monetary	Fund	(“IMF”)	world’s	global	
growth	is	expected	to	be	of	3.1%	in	
2015, i.e. 0.3% below the one recorded 
in 2014. The lower growth reflects 
a more pronounced slowdown in 
emerging countries markets, partially 
offset by a moderate improvement in 
advanced economies, particularly in 
the	Euro	zone.

Most emerging economies faced 
difficulties in the 2015, translated into 
high volatility in their financial markets 
and setbacks in the prices of the main 
products they trade. These factors led 
to great pressure to devaluate their 
currencies.	In	the	future,	his	situation	
is likely to make capital flows slower, 
which, added to a potential increase in 
the	United	States	of	America	interest	
rate will deteriorate foreign financial 
conditions even further. The slowdown 
in	China’s	growth	and	the	shrinking	of	
exports	to	this	Asian	country	are	also	
worth mentioning, as they have led to 
a drop in raw materials prices.

The negative trend in the propane, 
butane and natural gasoline 
international reference prices, all of 
which we commercialize, started as 
from	the	fourth	quarter	of	2014	and	
continued throughout the 2015. Beside 
the specific parameters that impact on 

these	products’	international	market,	
we cannot elude the unavoidable 
relation with crude oil price levels. 
The main factors that triggered 
these price decreases were higher 
production in the countries members 
of	the	Organization	of	the	Petroleum	
Exporting	Countries	(OPEC)	-and	also	
in other countries- and a considerable 
deceleration of the worldwide growth 
of	oil	demand,	mainly	in	Europe	and	
in	the	Asian	and	Pacific	regions.	As	
a	result,	since	December	2013	prices	
have shown the steepest drops 
recorded over the last eleven years, 
with decreases of 82.2%, 66.3% and 
83.9%, for propane, butane and natural 
gasoline, respectively.

In	addition	to	the	factors	mentioned	
above, we must also consider an 
oversupply of these products given 
the entrance into the market of new 
supplies	from	countries	like	Iran,	
United	States	and	Libya	as	well	as	the	
geopolitical situation of natural gas 
and oil main producers. The factors 
mentioned above might continue 
negatively affecting revenues in this 
business segment.
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Natural Gas Industry in Argentina  

Natural	gas	is	the	energetic	source	with	greatest	share	in	the	national	energy	matrix.

In	2014	(last	annual	information	issued	
by	the	Federal	Energy	Bureau),	total	
natural gas production dropped to 41,483 
millions of cubic meters, representing 
a 0,5% decrease with respect to the 
volumes produced in 2013. This decrease 
was the least severe over the last five-
year period, throughout which both 
natural gas reserves and production have 
observed	a	negative	trend.	On	the	other	
hand, in the first eight months of the 
2015, natural gas production increased 
by 6.8% compared to the same period 
in 2014. 

These trend reversals derived from 
the performance of the greatest oil 
and natural gas producer in Argentina, 
yPF	S.A.	(“yPF”).	Through	this	company,	
and by means of other measures to 
promote investment, the Argentine 
government seeks to recover our 
country’s	energetic	self	-sufficiency,	
mainly through the development of its 
hydrocarbon field Vaca Muerta, which 
could contain one of the greatest non-
conventional reserves of gas and oil and 
for	which	yPF	has	closed	investment	
deals with several national and 
foreign companies. 

Regarding	the	domestic	natural	gas	
supply,	the	Neuquén	basin	has	reversed	
the declining trend observed in the last 
years, increasing its daily average supply 
related to the development of non- 
conventional gas reserves in the area, 
thus offsetting the declining performance 
of	the	other	country’s	gas	basins.Source:	BP	Statistical	Review	of	WorldPress	(information	corresponding	to	the	year	2014).
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With respect to the imports of natural 
gas conducted by the Argentine 
Government from Bolivia within the 
framework of the agreement entered 
by both countries, it reached an 
average volume of 16,4 MMm3/d,	
slightly lower than the volume of 16,8 
MMm3/d	recorded	in	2014.	Likewise,	
LNG	imports	through	the	tankers	
located	at	the	ports	of	Bahía	Blanca	
and	Escobar	recorded	an	average	
volume of 15.1 MMm3/d	in	2015,	
somewhat lower than the 16,2 MMm3/d	
recorded	in	the	year	2014.	On	the	
other hand, the drop of the oil and 
byproducts prices has represented a 
significant decrease in the amounts 
paid by the Argentine government for 
these products. 

We	maintain	expectations	of	
future significant increases in local 
supplies	as	we	expect	that	the	main	
natural gas producers will join the 
Program	to	Foster	the	Injection	of	
Natural	Gas	Surplus.	By	means	of	
this program, companies of this 
sector are encouraged to present 
projects to increase the production 
and injection of natural gas for 
the domestic market, outlining a 
compensation for additional volume 
above	the	established	volume	of	US$	
7.50	per	BTU	million.	This	measure	
not only constitutes an incentive to 
the	investment	in	the	exploitation	of	
non-conventional natural gas fields, 

particularly	in	Neuquén	by	yPF,	Pan	
American	Energy	L.L.C.	and	Petrobras	
Argentina S.A. - but also for the 
conventional	exploitation	of	the	
different gas basins throughout the 
country,	particularly	the	“off-shore”	
development in the Austral Basin. 

Our businesses in 2015

regulated segment

Natural	Gas	Transportation

In	2015,	revenues	derived	from	this	
business	segment	amounted	to	Ps.	
1,014.0 million, which represented an 
increase	of	Ps.	269.9	million	compared	
to	the	Ps.	744.1	million	obtained	in	
2014. This growth in revenues reflects 
the first tariff increases granted since 
1999, within the framework of the 
Transitional Agreement approved 
by	Decree	No.1918/09,	which	were	
approved	by	Resolutions	No.I-2852/14	
and	No.3347/15	issued	by	the	
ENARGAS,	stipulating	the	following	
increases, respectively:

• A graded increase of 8% as from 
April 1, 2014, a 14% accumulated 
increase as from June 1, 2014 and a 
20% accumulated increase as from 
August 1, 2014. 
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• As from May 1, 2015 a transitional 
increase of 44.3% for the natural gas 
transportation services tariff, and of 
73.2%	in	the	CAU.

These increases, of minimum impact 
on the final consumer, were not 
enough to keep up with the sustained 
increase	in	operative	costs.	It	should	
be mentioned that over the last 15 
years,	the	Consumer	Price	Index	has	
gone up by 582.6%, the Wholesale 
Internal	Price	Index	has	increased	
by	828.6%	and	the	Salary	Price	
Index	has	grown	by	1,323.1%	.	These	
growths were addressed by the 
meager increases of 20% in 2014 and 
44.3% in 2015, totaling an aggregate 
increase of 73.2% that has not been 
enough to offset the costs escalation 
nor to provide an effective support 
to the natural gas transportation 
service, which according to the 
national	energy	matrix	is	crucial	
for	the	country’s	development	
and production.

In	September	2015,	with	the	aim	
of making progress towards the 
signature and implementation of the 
Integral	Renegotiation	Agreement,	
after the fulfillment of the condition 
foreseen in the loan agreement to 
Pampa	-its	mandatory	cancellation-,	
TGS	acquired	the	Arbitration	Claim	
rights that include the power to 
suspend, control and waiver the claim.

The	exercising	of	the	Arbitration	Claim	
rights will allow TGS to continue with 

the tariff renegotiation and comply 
with	the	conditions	required	for	
the signature and implementation 
of	the	Integral	Renegotiation	
Agreement.	Thus,	in	October	2015	
TGS	initialized	the	new	text	of	the	
Integral	Renegotiation	Agreement	at	
the	UNIREN	-	amending	the	document	
subscribed	in	October	2011	and	
adjusting it to meet the provisions of 
ENARGAS	Resolutions	No.2852/14	and	
3347/15.

Evolution of macroeconomics and tariff variables

Source:	INDEC	and	Banco	de	la	Nación	Argentina.

(*)2015	data,	corresponding	to	the	period	between	October	2014	-	October	2015	(last	available	information).

•	Wholesale	Price	Index	(*) •	Exchange	rate	variation	•	Natural	gas	transportation	tariff

However, the constant increase in 
the	operative	costs	required	for	the	
rendering of a reliable transportation 
service and the lack of tariff adjustment 
have significantly deteriorated the 
operating	results	of	the	Natural	Gas	
Transportation segment. Thus, we will 
continue	pursuing	the	action	required	
to obtain fair tariff adjustments 
that ensure revenues aligned to 
cost increases that allow us to keep 
rendering the public service.
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The daily natural gas average volume 
injected to the pipeline system 
operated by TGS was higher than 
the	one	recorded	in	2014.	In	the	2015	
winter, our pipeline system successfully 
met the demands generated by the 
winter	season	and	the	requirements	
of the regulatory entity, although the 
regulatory entity continued restricting 
the supply of natural gas to the 
industrial segment with the aim of 
redirecting and allocating the fluid 
to the users considered of highest 
priority, mainly residential, commercial 
and natural gas compressor stations. 
The restrictions affected both direct 
shippers who have natural gas 
transportation agreements with TGS, 
industries connected to the different 
distribution areas of the country and 
also those close to the fields. However, 
the mentioned industrial restrictions 
were lower as a result of the decrease 
of residential consumption due 
to higher temperatures than the 
previous year. 

We have made progress in the 
development of natural gas 
transportation	expansion	works	
started in 2006, which will allow 
the transportation of an aggregate 
incremental volume of 10,7 MMm3/d,	of	
which 8,7 MMm3/d	are	already	in	service	
and backed by firm transportation 
agreements.	For	the	rendering	of	
transportation services TGS monthly 
receives	the	CAU,	which	has	remained	
unchanged since its creation in the 
year 2005. 

TGS Gas Injection (Austral and Neuquina Basins)

•	2015	Physical	Capacity	•	2015	Injection	•	2014	Injection
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These	expansion	works	-scheduled	
in gradual start-up stages- are 
developed and financed under the 
Gas	Trust	Fund	Program,	with	the	
contribution of funds from third-
party investors, natural gas producers 
and shippers with incremental 
transportation capacity, under a 
scheme that contemplates recovery 
through specific fiduciary charges, 
paid by all the shippers of the 
transportation companies and users 
with firm transportation service 
agreements.	During	the	expansion	
works, TGS performs the role of 
Technical Manager of the works to be 
conducted on its own pipeline system. 

The	above	mentioned	expansion	
works involve the installation of over 
200,000	HP	of	additional	power	in	the	
Compressor	Plants	and	the	installation	
of 1,140 km of pipeline loops, including 
the new pipeline that goes through 
the Magellan Strait, which allows 
the feeding of the on- going and 
projected	expansions	by	means	of	
the Argentine reserves of the Austral 
Basin.	These	expansion	works	thus	
play a key role in increasing both the 
injection of natural gas to our pipeline 
system and our supply of this fluid.

Financial and Operational Indicators of the Gas Transportation Segment 

2015 2014

(in millions of Argentine pesos, except for where otherwise stated)

SELECTED	FINANCIAL	INFORMATION(1):

Net	Revenues 1,014.0 744.1

Operating	Loss (298.2) (42.4)

Depreciation	of	Property,	Plant	and	Equipment 194.6 189.5

Identifiable	Assets 5,002.4 5,069.5

OPERATIVE	STATISTICS

Average	Capacity	hired	on	a	firm	basis	(in	MMcf/d) 80.6 80.4

Average	deliveries	(in	MMcf/d) 66.0 65.4

Annual	Load	Factor(2) 82% 81%

Load factor during winter(2) 74% 75%

(1)	Information	corresponding	to	consolidated	financial	statements.

(2)	Corresponds	to	the	ratio	between	the	year	average	deliveries	and	the	average	firm	capacity.

(3)	As	of	December	31,	2015	it	includes	(Ps.	324,390)	corresponding	to	the	cost	of	the	acquisition	of	the	Arbitration	

Claim	Rights.
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non-regulated segment

Liquids	Production	and	Commercialization	

En	2015,	revenues	related	to	this	segment	represented	68.7%	of	our	total	revenues,	
decreasing	by	Ps.	335.5	million,	from	Ps.	3,243.3	million	recorded	in	2014	to	Ps.	2,907.8	
million in 2015.

NGL sales by destination market

Foreign market sale by kind of product

Exports	market

Tons sold in the foreign market in 2015 added up to 339,441, thus being 26,172 higher 
than the 313,269 tons sold in 2014.
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Given the uncertainty in international 
market prices we started negotiations 
with certain international traders to 
enter	firm	agreements.	Eventually,	in	
October	2015	we	could	close	a	firm	
agreement with Geogas Trading that 
will	expire	on	April	30,	2016,	for	the	
sale	of	23,000	tons	(“tn”)	of	propane	
and 10,000 tons of butane per month. 
This	agreement	improves	the	fixed	
charges obtained in spot sales and will 
provide some certainty for the trading 
of these products in the short term.

Regarding	the	natural	gas	exports	
agreement, in January 2016 we could 
close a firm agreement, for the term of 
one	year,	with	Petróleo	Brasileiro	S.A.	
This agreement contemplates 
the delivery of 100,000 tons at 
international prices minus a discount 
per sold ton.

Given	the	drop	of	natural	gas	liquids	
international prices and in an effort 
to	mitigate	their	effect,	on	December	
29,	the	Argentine	Ministry	of	Economy	
and	Public	Finances	passed	Resolution	
No.1077/2014,	issued	in	the	Official	
Gazette	on	December	31,	2014,	and	
effective as from January 1, 2015, 
amending the withholding regime 
applied	to	natural	gas	exported	by	us.	
Said resolution outlined a new regime, 
that stipulates different withholding 
rates	for	natural	gas	liquids	depending	

on whether the international reference 
price	(“IP”)	is	lower	than,	higher	than	
or	equal	to	US$	71	per	barrel	(defined	
as the Brent type oil reference price 
minus	US$	8	per	barrel).	When	the	IP	
is	lower	than	US$	71	per	barrel,	the	
withholding rate shall be of 1% and 
when	it	is	higher	than	or	equal	to	said	
amount, the rate will be determined 
by means of the following formula: 
(IP	-	70)	/	70	x	100	(as	a	result	of	this	
formula, the effective withholding is 
the	excess	of	IP	above	the	US$	70	
per	ton).

Additionally,	Resolution	No.60/2015	
of	the	Ministry	of	Economy	partially	
amended	Resolution	Nº	127/08	
stipulating,	in	connection	with	LPG	
products	that,	if	the	LPG	product’s	
international price daily informed 
by	the	Federal	Energy	Bureau	is	
below the reference price outlined 
for	said	product	(US$	464/tons	for	
propane,	US$478/ton	for	butane),	
the rate applicable for said products 
shall	be	of	1%.	If	the	international	
price overcomes the reference price, 
the producer is only authorized 
to	receive	the	maximum	amount	
outlined	in	Resolution	No.60/2015	
of	US$	460/tons	for	propane,	US$	
473/tons	for	butane,	whereas	the	
remainder shall be withheld by the 
Argentine	government	as	export	
withholding	tax.
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Domestic	Market	

In	2015,	we	continued	participating	
in the program to supply butane at 
subsidized prices, which has been 
amended	by	Executive	Branch	
Decree	N	470/2015,	and	later	
regulated	by	Resolutions	No.49/2015	
and	No.70/2015	of	the	Federal	
Energy	Bureau.	By	means	of	the	
above mentioned measures, the 
National	Government	created	a	New	
Stabilization	Program	that	replaced	
the	Price	Stabilization	Agreement	
signed in September 2008 among the 
producers and said entity (the “2008 
stabilization agreement”).	These	
amendments increased the prices and 
quotas	corresponding	to	the	supply	of	
this product to the domestic market. 

Although the introduced amendments 
imply an increase in TGS sales 
revenues related to these products, 
the	participation	in	the	New	
Stabilization	Program	forces	us	to	
produce	and	trade	the	LPG	volumes	
required	by	the	Federal	Energy	
Bureau at prices still significantly 
lower than market values. This 
situation makes it impossible to cover 
production costs and derives in a 
negative	operative	margin.	For	that	
reason, throughout the 2015 we have 
presented administrative claims with 
the objective to protect our rights 
and mitigate the loss derived from the 
supply	of	LPG.

Positive	changes	have	been	
introduced to the internal prices 
regime	under	which	LPG	is	traded	
to those clients not reached by 
the	New	Stabilization	Program.	On	
March	16,	2015	the	Federal	Energy	
Bureau	issued	Resolution	No.36/2015,	
which amended the formula for the 
calculation	of	the	export	parity,	which	
derived in an increase in the prices 
at	which	LPG	is	traded	in	the	local	
market as from April 1, 2015. 

We managed to maintain ethane 
revenues at similar levels by means 
of complementary agreements to 
improve product availability and the 
application of the take-or-pay clause, 
although	Polisur,	our	only	client,	
gives preference to the lower-priced 
product offered by its other supplier, 
which	has	consequently	displaced	our	
sales and decreased our sold volumes. 
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The	agreement	with	Polisur	expired	
on	December	31,	2015,	so	we	are	
currently negotiating the terms and 
conditions of the new agreement 
that will be effective in the oncoming 
years, seeking to ensure the profitable 
commercialization of this product 
in	line	with	this	business	context.	
Until	the	agreement	is	signed	we	will	
continue	selling	ethane	to	Polisur	
under the terms and conditions of 
the agreement effective until March 1, 
2016,	entered	in	December	2015.	

We continue broadening the logistics 
services	portfolio	rendered	at	Puerto	
Galván	facilities	and	we	also	improved	
the unitary tariffs applicable to them, 
generating additional revenues that 
mitigate the drop in margins.

Local market sale by kind of product
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natural gas processing

In	2015	Liquids	production	dropped	
by 45,744 tons or 4.7% mainly due 
to lower ethane tons purchased 
by	Polisur.

Within	the	context	of	the	policy	
adopted by the Argentine 
Government to ensure supply to the 
national energy system, as in previous 
years there have been restrictions to 
the processing of natural gas at the 
Cerri	Complex.	This	year,	thanks	to	
winter temperatures slightly higher 
than standard averages, restrictions 
were not higher than prior years.

The international reference prices 
drop and other adverse circumstances 
mentioned above have deepened 
the operating margins deterioration. 
We have been able to mitigate the 
negative effect thanks to internal 
factors such as the implementation 
of different measures that improved 
performance in the recovery of natural 
gas	liquids	at	the	Cerri	Complex	and	
also to the pursuit of commercial 
action to optimize profitability.
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Regarding	Resolutions	I-1.982/11	
and	I-1991/11	issued	by	ENARGAS,	
which stipulated an increase of 
approximately	700%	of	the	charge	
created	by	the	Executive	Branch	
Decree	No.2.067/08	for	the	financing	
of natural gas imports, TGS pursued 
the legal action started to obtain the 
annulment of these resolutions on 
the grounds of their inadmissibility. 
In	2015,	upon	the	expiration	of	the	
injunction	dictated	by	the	National	
Judiciary suspending the application 
of said measures, we obtained a new 
six-month	extension	that	will	expire	in	
April	2016,	when	a	further	extension	
will	be	requested.	The	obtaining	of	
this injunction allows us to keeping 
processing	liquids	without	seeing	
this	business’	profitability	drastically	
reduced by the application of 
such duty.

The factors described above have 
changed	this	business	segment’s	
revenues scheme, which had 
once	mitigated	the	Natural	Gas	
Transportation’s	segment	profitability	
deterioration	as	a	consequence	of	the	
sustained cost increase not reflected 
in reasonable tariff adjustments. 
Regarding	the	Liquids	business,	and	
in light of the granted tariff increases, 
TGS continued participating in the 
domestic	LPG	supply	programs	at	
prices still significantly lower than 

market ones, without detriment 
to the action started to protect 
our rights and mitigate the loss 
originated by the participation in 
these programs that bring negative 
marginal contributions.

Financial and Operational Indicators of the Liquids Production 
and Commercialization Segment 

2015 2014

(in millions of Argentine pesos, except for where otherwise stated)

SELECTED	FINANCIAL	INFORMATION(1):

Net	Revenues 2,907.8 3,243.3

Operating	Income 863.4 816.9

Depreciation	of	Property,	Plant	and	Equipment 49.6 48.1

Identifiable	assets 1,237.7 739.1

OPERATING	STATISTICS:

Liquids	total	production	(in	thousands	of	short	tons) 924.2 969.9

Gas	Processing	Capacity	(in	MMcf/d) 46.0 46.0

Storage	Capacity	(in	short	tons)	 54,840 54,840

(1)	Information	corresponding	to	consolidated	financial	statements.
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other services and telecommunications

This segment, which accounted 
for 7.3% of our total revenues in 
the year 2015, mainly comprises 
the rendering of midstream and 
telecommunications	services.	In	2015,	
although treatment and compression 
revenues decreased due to the 
expiration	of	some	agreements,	
this impact was totally offset by 
the generation of new businesses 
related to engineering, construction, 
operation and maintenance of natural 
gas facilities. We also continued 
rendering managerial services in the 
execution	of	the	expansion	works	
started in 2006 under the Gas Trust 
Fund	Program.	

In	the	Telecommunications	service	
rendered by Telcosur, in 2015 
we continued with the business 
consolidation strategy, renewing the 
transmission agreements and closing 
new deals with both carrier and 
corporate clients.

Financial and Operating Indicators of Other Services 
and Telecommunications 

2015 2014

(in millions of Argentine pesos, except for where otherwise stated)

SELECTED	FINANCIAL	INFORMATION(1):

Net	Revenues 304.8 316.6

Operating	Income 123.0 158.1

Depreciation	of	Property,	Plant	and	Equipment 17.1 16.7

Identifiable	assets 366.7 365.9

OPERATING	STATISTICS:

Compression	Capacity	(in	HP) 32,560 32,560

Treatment	Capacity	(in	MMcf/d) 3.2 3.2

(1)	Information	corresponding	to	consolidated	financial	statements.
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CONDUCTION 
OF OPERATIONS AND SAFETy
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In	2015	our	pipeline	system	
satisfactorily met the demands 
generated by the winter season and 
the	requirements	of	the	regulatory	
entity. To that end, we carried out 
several maintenance, prevention and 
inspection tasks. 

Among them, we conducted in-
line inspections throughout 1,944 
kilometers of pipeline, using several 
technologies to identify, assess and 
control threats to the integrity of 
pipelines-	such	as	external	corrosion,	
material and geometrical defects, 
among others.

In	November	2015	we	started	recoating	
works	in	the	proximities	of	Cipolleti,	
Río	Negro,	a	4-kilometer	work	in	the	
Neuba	I	pipeline,	successfully	finished	
in January 2016. 

Within	the	“Stress	Corrosion	Cracking”	
assessment and mitigation plan, 
we applied the susceptibility model 
to	the	Neuba	I	recoating	section,	
implementing 11 cracking verification 
wells. Additionally, to assess this threat 
we completed fluency tests along 38 
kilometers of the Gaviotas - General 
Cerri	pipeline	section,	in	which	no	
rupture occurred during the testing 
process.	Finally,	to	continue	our	
research and feed our Susceptibility 
Model, we conducted a 365-km inline 

inspection with magnetic technology 
to identify hard spots in the pipe 
material	(Hard	Spot),	technology	used	
for the first time in our country.

On	the	other	hand,	according	to	the	
analysis and planning carried out 
by the pipeline integrity team, we 
conducted a campaign for the survey 
and	repair	of	59	external	corrosion	
and/or	geometrical	failures.

Regarding	Cathodic	Protection,	to	
hinder the advance of corrosion we 
continued strengthening the system 
with the installation of 6 new units and 
8	lens	reinforcements.	On	the	other	
hand, regarding the remotely-operated 
gauging of cathodic protection units, 
37 units have been updated and linked 
to	the	SCADA	system	(“Supervisory	
Control	and	Data	Acquisition”).	This	
optimizes the monitoring process, 
saving time and resources allocated 
to this critical task in our company 
operations.	In	addition,	regarding	
integrity inspections we conducted a 
diagnosis plan to verify the state of 
insulation coating in 451 km of pipeline, 
not having detected critical failures.

With the purpose of minimizing risks 
on the Buenos Aires ring section 
extending	from	General	Rodríguez	
to	General	Pacheco,	the	area	with	
greatest demographic concentration 
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along the system, we conducted 
quantitative	risk	assessments	to	assess	
and define the implementation of 
adequate	mitigation	measures.	We	
also implemented several preventive 
measures, such as:

•	The installation of a sub-base at 
the	Pacheco	plant,	which	allows	
exclusive	attention	to	this	pipeline	
section and more intensive patrolling 
tasks in the area;

•	 Filling	works	of	5	casing	pipes	
in special crossings along the 
pipeline system, to mitigate the 
corrosion phenomenon;

• Stronger presence of signage and 
implementation of a program 
for visits to our facilities and 
broadcasting of our activities in 
several municipalities crossed by 
the pipeline.

Besides we have started two significant 
risk mitigation works in this area, such 
as the installation of an odoriferous 
unit	at	the	Rodríguez	plant,	which	
will odorize gas from that point up to 
the	Pacheco	Plant.	On	the	other	hand	
we will start the installation of 800 
meters of pre-stressed material tiles 
in a sensitive segment of the pipeline, 
to reinforce the protection of both the 
facilities and their surroundings.

To conclude, we are completing the 
implementation	of	a	Semi-Quantitative	
Risk	Analysis	System,	which	will	allow	
us	to	conduct	a	thorough	and	complex	
analysis of the pipe system, detecting and 
optimizing activities for the assessment 
and analysis of threats to integrity, as 
well	as	the	consequences	and	impact	
on the environment, population and 
business, which will support the creation 
of integrity programs.
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ENVIRONMENT AND QUALITy
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Our	Integrated	Management	System	
(“IMS”)	allows	us	to	monitor	our	Health,	
Safety,	Environmental	Care	and	Quality	
Policy,	(“SSMAC”	or	“HSEQ”	according	
to	its	initials	in	Spanish	and	English,	
respectively)	one	of	the	cornerstones	
of our performance, in a more efficient 
manner. As a result of our endless efforts 
to consolidate continuous improvement 
processes, in 2015 we kept the certification 
of	our	HSEQ	Integrated	Management	
System	in	accordance	with	ISO	14,001,	ISO	
9001	standards	and	OHSAS	18001.

In	the	reported	period,	we	have	
implemented improvements to the 
IMS	tool,	structured	to	support	the	
Integrated	Management	System.	The	
improvement consists in the creation 
of	the	“Environmental	Permits”	module	
that allows an efficient follow-up to the 
advance	status	of	facilities’	permits	and	
documentation. This module is part of the 
improvement implemented in the permit 
management process that is evidence 
of our commitment to compliance 
with	legal	requirements	related	to	
environmental management.

In	2015	we	added	the	concept	of	
sustainability to our Strategic Map, 
seeking to achieve a cultural change in 
our people, through permanent training 
and the development of systems based 
on	Best	Practices.	The	aim	of	this	cultural	
change is to improve relations with 
authorities, review internal environmental 

processes and implement a preventive 
management approach.

Additionally, from the Health, Safety, 
Environmental	Care	and	Quality	
Department	we	have	increased	the	
implementation of environmental follow-
up	indicators	aligned	to	the	GRI	3	
protocol	(Global	Reporting	Initiative),	
we strengthened TGS participation in 
the	Argentine	Corporate	Council	for	
Sustainable	Development	(“CEADS”,	
according	to	its	initials	in	Spanish	)	
and	the	Gas	and	Petroleum	Argentine	
Institute	(“IAPG”,	according	to	its	initials	in	
Spanish),	we	launched	an	environmental	
awareness campaign and jointly with 
the	Pipeline	Department	we	are	working	
on	the	preparation	of	four	Pipelines	
Environmental	Protection	Manuals,	to	
provide contractors with environmental 
guidelines to follow during their works.
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OCCUPATIONAL HEALTH
AND SAFETy

In	this	year	we	strengthened	the	
processes designed to reach our zero-
accident	target.	In	connection	with	it,	we	
continued	the	Preventive	Management	
Program	(“PMP”),	focusing	on	practical	
training to new employees. 

Through the implementation of Safe 
and Healthy Work workshops we 
consolidated the concepts of Human and 
Organizational	factors	in	the	prevention	
of incidents.

We started with the implementation 
of	our	Integral	Ergonomic	Program,	
in compliance with new resolutions in 
this field, for which our professionals 
participated in updating workshops and 
conducted specific studies in different 
work positions.

On	the	other	hand,	within	the	framework	
of Assets Management, we completed 
the first stage that involved the 
assessment of plants, bases and sectors 
as scheduled, and the improvement 
implementation stage has already started.
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HEALTH

Within the framework of a cultural 
change process that promotes health 
self-management, this year we once 
again	conducted	the	Health	Day	at	all	
our facilities.

In	terms	of	Medical	Emergencies	
coverage,	in	2015	we	added	Río	Colorado	
and	Ordoqui	plants	to	the	list	of	cardio-
protected spaces, whereas General 
Conesa,	Galvan,	the	Cerri	Complex	and	
the main office were re-certified. With 
these two additions, the number of 
cardio-protected sites already rises to 
eight. We also implemented a special 
evacuation	device	at	the	Ordoqui,	Río	
Colorado	and	Bajo	del	Gualicho	plants,	
which are far from populated cities. 

TGS continued promoting and 
participating in awareness meetings 
that place a special focus on the welfare 
of the communities where we conduct 
our activities.
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HUMAN RESOURCES
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In	2015	we	continued	implementing	
several initiatives to support and 
strengthen	TGS’s	value	proposal.	
The initiatives focused mainly on the 
following cornerstones: labor climate, 
labor relations, compensations and 
benefits, technical training, and assets 
management and safety.

During	this	year,	we	conducted	
salary bargaining and conventional 
negotiations that derived in 
agreements subscribed by all the 
unions. These agreements were 
presented to the national authorities 
for their approval and introduction 
into the current collective agreements. 
Thus, we ratified our permanent 
commitment to listening, dealing with 
and providing responses to the issues 
addressed by each union entity.

Striving to keep competitiveness 
and	internal	equity,	during	the	
year we reviewed and updated our 
employees’	salary	structures	and	their	
benefit programs.

In	2015,	as	part	of	the	“Opportunities”	
Internal	Promotions	Program,	we	
continued offering development and 
growth proposals to our employees. 
Since the beginning of this program, 
almost 75 positions have been covered 
with internal staff.

Addressing the persistent need to 
rely	on	qualified	personnel	in	the	
technical	areas	of	expertise	required	
by our operations, we have continued 
working on the development of several 
technical training schools and the 
preparation of technical educational 
material.	Over	the	last	years	we	have	
devised and run a range of technical 
schools based on the following fields 
of knowledge: cathodic protection, 
valves, pipeline operation, welding, gas 
turbines, centrifugal compressors, lube 
and seals oil, mechanics, electricity 
(Levels	I	and	II)	and	instrumentation	
(Levels	I	and	II),compressor	plants	
operations,	chromatography,	liquefied	
gas pumps and compressors. This 
year, we have added Hygrometers, 
Work	Inspectors	and	Duct	Integrity.	
These	areas	of	expertise	can	be	
learned at three technical training 
centers	(Gutiérrez	Operative	Base,	
General	Cerri	Complex	and	General	
Conesa	Compressor	Plant).	This	
year we also started working with 
Communities	Skill	Practices	in	
the following fields: Mechanics, 
Instrumentation,	Anticorrosive	
Protection,	among	others.
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With a team made up by professionals 
from	the	areas	of	IT,	Operations	and	
Human	Resources,	we	concluded	the	
design and implementation of the 
first	version	of	the	Compressor	Plants	
Simulators, which will provide tools 
and	training	to	the	facilities’	operators	
in a testing environment that simulates 
the different operating conditions that 
arise in daily activities.

In	the	year	2015,	280	employees	took	
part in the activities conducted at the 
Training	Centers,	and	872	teaching	
hours were imparted. The imparted 
teaching will ensure the successful 
generational shift of our workforce 
and will also allow us to meet the 
ENARGAS	requirements	in	terms	of	
technical	qualifications	of	the	staff	for	
the purposes of operational reliability.

We conducted our annual Work 
Climate	Survey,	reaching	all	our	
employees. This year we added a 
new	section	that	enquires	about	
employees’	perception	on	the	
topic of training and development 
and two items to assess climate 
and managerial performance. The 
different	Climate	Committees	keep	
working on each of the areas and at 
an organizational level, seeking to 
promote improvement proposals that 
contribute to strengthen commitment 
and enhance organizational climate.

In	November,	we	were	once	again	
awarded	by	the	entity	“Great	Place	
to	Work”	for	being	one	of	the	best	
companies to work for in Argentina, 
ranking 13th within the category of 
251- 1000 employee companies, based 
on the result of the survey conducted 
in 2014.

We have kept and improved our health 
prevention and promotion program 
known	as	“More	for	you”.	Its	three	
main	axes	are	physical	activity,	stress	
management and healthy eating 
habits and it is supported by a virtual 
nutritional consultation with the aim 
of promoting healthy habits and 
decreasing risk factors.

From	the	Assets	Safety	area,	
after outlining a detailed map of 
the needs and realities of each 
operative sector in terms of physical 
safety and electronic security, we 
designed a scheme of improvements 
implementation in this topic, with the 
objective to increase our people and 
our	corporate	assets’	safety.
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We	have	implemented	ORIENTA2.0.	
This project was born as an offspring 
of	the	“SOS	Joven”	Program,	the	
program	devised	for	our	employees’	
sons and daughters between 16 and 25 
years old to support them in decisive 
moments such as the choosing of a 
career, the course of their studies, 
their entrance to the labor market. 
The orientation workshop grew as 
a central proposal and between 
September	and	October	2015	we	
launched a new modality to help 
the children of our employees in the 
process of choosing their careers, the 
ultimate decision that will determine 
their	future.	It	is	a	long-distance	virtual	
workshop, so that the youths who are 
in the final years of their high school 
education and that have not been 
part of the workshop before, can 
receive orientation and help from their 
houses, without abandoning their daily 
activities, in a modern and innovating 
format.	Over	the	course	of	five	
weeks, young people from different 
locations	participated	in	ORIENTA2.0	
first	edition.	Over	the	program’s	
weekly modules, the protagonists 
interacted with career orientation 
professionals, psychologists 
specialized in vocational, educational 
labor orientation and with their 
peers, participated in self -searching 
activities, discussed their projects, 
conducted studies into areas of 
investigation and searched for 
information. 
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TOwARDS SUSTAINABILITy
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In	2015,	we	presented	the	fifth	
consecutive edition of our 
Sustainability	Report,	with	the	
information comprising the period 
2013-2014 in connection with policies, 
guidelines, and implementation of 
action that reflect our commitment to 
sustainability. 

This report sums up the action 
we pursue with a focus on the 
environment, the community and 
the search for solutions for our 
stakeholders and proposals in the 
Strategic	Map.	It	constitutes	a	
communication tool that shows how 
the sustainability process cuts across 
all our company areas and relates to 
the operative aspects of our business.

It	shows	how	we	work	at	TGS	from	all	
sustainability viewpoints: corporate 
governance, business sustainability, 
respect for the environment, 
improvement	in	the	quality	of	life	
of our employees and cooperation 
with the communities with which we 
daily interact.

The challenge implies not only offering 
quality	products	and	services	that	
generate profit and employment, but 
also contributing in the search for 
solutions to the problems that affect 
our stakeholders.

On	the	other	hand,	our	social	
investment programs relate us to 
our nearby communities through 
our	Trade	Training	Programs	and	our	
Corporate	Volunteering	Program.

The training workshops conducted 
in	Bahía	Blanca	enabled	students	of	
the	La	Piedad	Institution	to	carry	out	
professional	practices	at	our	Cerri	
Complex.	The	scope	of	the	trade	
workshops	has	been	extended	to	
neighborhoods in the surroundings of 
Bahía	Blanca,	thus	taking	the	school	to	
the	neediest	communities.	Over	500	
young and adults have been trained 
in courses such as lathing, electricity, 
woodwork, among others.

The scope of the 
trade workshops 
has been extended 
to neighborhoods 
in the surroundings 
of Bahía Blanca, 
thus taking 
the school to 
the neediest 
communities. 
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The	Corporate	Volunteers	Program	
relates our employees to the 
communities near our facilities, so that 
with our endorsement they are able 
to develop improvement programs 
at community institutions and non-
governmental organizations. 

Along	with	Cruzada	Patagónica,	
TGS implements substantial 
improvements in the supply of water 
for the school located at the valley 
of	Cholila	Río	Negro,	an	educational	
space for indigenous communities. 
Loans are granted to families 
for the development of orchards 
in greenhouses, with the aim of 
promoting better eating habits and 
commercializing their production.

The	extensive	geographical	layout	
of our facilities presents us with 
the challenge of unifying globally 

applicable criteria without neglecting 
the particular needs of each place, 
but the strategic role that our service 
plays in this segment allows us to 
pursue clear growth goals with our 
eyes set to the future.

Our	vision	emphasizes	the	concept	of	
sustainability in the conduction of our 
daily operations and the creation of 
value in a sustainable manner, with our 
energy focused on our organization, 
well-informed and prepared, through 
an environmental analysis and the 
promotion	of	the	changes	required	to	
overcome new challenges.

We believe that we transport much 
more than gas: we transport the 
energy that the country needs to grow 
and	improve	people’s	quality	of	life.

Along with Cruzada 
Patagónica, 

TGS implements 
substantial 

improvements in the 
supply of water for 
the school located 

at the valley of 
Cholila Río Negro, 

an educational 
space for indigenous 

communities. 
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12/31/2015 12/31/2014

summary of consolidated statements of comprehensive income:

Net	revenues  4,226.6  4,304.0 

Operating	income  688.2  932.5 

Net	financial	results 	(974.2) 	(765.7)

Net	(loss)	/	income	before	income	tax 	(285.7)  169.8 

Net	(loss)	/	income 	(172.1)  105.0 

summary of consolidated statements of cash flows:

Cash	flows	provided	by	operating	activities  489.3  1,019.0 

Cash	flows	used	in	investing	activities 	(250.5) 	(194.4)

Cash	flows	used	in	financing	activities 	(294.6) 	(982.4)

Net	decrease	in	cash	and	cash	equivalents 	(55.8) 	(157.9)

Cash	and	cash	equivalents	at	the	end	of	the	year  872.5  789.4 

summary of consolidated statements of financial position:

Property,	plant	and	equipment  4,219.5  4,082.1 

Total assets  6,646.6  6,174.4 

Non-current	liabilities  3,630.6  3,055.1 

Current	liabilities  1,320.6  1,251.8 

Total liabilities  4.951.1  4,306.9 

Shareholders'	equity  1,695.4  1,867.5 

summary of consolidated financial statements
(stated in millions of Argentine pesos)
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The	breakdown	of	the	retained	earnings	as	of	December	31,	2015	is	as	follows:

Ricardo	I.	Monge
Chairman	of	the	Board	of	Directors

The reserve for future dividends was completely consumed by the distribution 
of	dividends	approved	at	the	Board	of	Directors’	Meeting	held	on	January	
13,	2016.	Therefore,	the	remaining	balance	to	distribute	amounts	to	Ps.	2,891.	
The	Board’s	proposal	is	to	allocate	Ps.	2,891	to	the	Reserve	for	Future	Capital	
Expenditures	account.

Autonomous	City	of	Buenos	Aires,	February	24,	2016.

 In thousands of Argentine pesos 

Balance	of	the	Future	Capital	Expenditures		 	 175,000
and	Other	financial	Expenses	Reserve	approved	by	
the	Shareholders’	Meeting	held	on	April	23,	2015	

Balance	of	the	Reserve	for	future	dividends	approved		 	 99,734
by	the	Shareholders’	Meeting	held	on	April	23,	2015

Total	Comprehensive	Loss	for	2015	 (172,109)

 
total  102,625

board of directors’ proposal regarding the destination of results


