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TRANSPORTADORA DE GASDEL SUR SA. (*“TGS’ or “the Company”)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 2005 (*MD&A") (1)

The following discusson of the financia condition and results of operations of the Company should be
read in conjunction with the Company's consolidated interim financid statements as of March 31, 2006
and 2004, which have been prepared in accordance with generdly accepted accounting principles in force
in the Autonomous City of Buenos Aires (“Argentine GAAP”), (except for what is mentioned in notes 2b
and g to the consolidated financid statements), and the regulations of the Comision Naciond de Vdores
(the Argentine Nationd Securities and Exchange Commisson, “CNV”) and the Ente Naciond Regulador
dd Gas (Nationad Gas Regulatory Agency in Argenting “ ENARGAS).

The Company’s consolidated interim financia statements for the threemonth periods ended March 31,
2005, 2004, 2003 and 2002 have been subjected to limited reviews performed by Price Waterhouse & Co
SRL., Buenos Aires, Argentina (“Pricd’), independent auditors. With respect to the period ended March
31, 2001, the Company’'s consolidated interim financia statements have been subjected to limited reviews
performed by Pistrelli Diaz y Asociados, Member Firm of Arthur Andersen, independent auditors.

1- Basis of Presentation of Financial Information
Effects of inflation:

The consolidated financid statements have been prepared in constant Argentine pesos, recognizing the
overd| effects of inflation up to August 31, 1995. As from that date, in line with professona accounting
standards and the requirements of the control authorities, the Company discontinued the restatement of its
financid statements until December 31, 2001. However, as a result of high inflation rates since early 2002
- and as edtablished by Resolution No. 3/2002 of the Professond Council in Economic Sciences of the
Autonomous City of Buenos Aires (“CPCECABA”) and Resolution No. 415 of the CNV - as from January
1, 2002 the Company resumed the recognition of the effects of inflation in these consolidated financia
statements, following the provisons of Technica Resolution (“TR”) No. 6, as amended by TR No. 19,
both issued by the Argentine Federation of Professona Councils in Economic Sciences (“Argentine
Federation”). Accounting meesurements restated due to the chenge in the purchasing power of the
currency up to August 31, 1995, as well as those which have been originated between that date and
December 31, 2001, are stated in the currency vaue as of the later date.

On March 25, 2003, the Argentine Executive Brach (“Executive Branch”) issued Decree No. 664, which
provides that financia statements for periods ending after such date shall be dated in historica Argentine
pesos. As a consequence and in accordance with Resolution No. 441, issued by the CNV, the Company
suspended inflation accounting  effective March 1, 2003, This criterion is not in line with effective
accounting standards, which dipulate that financia statements should be restated as of September 30,
2003.

(1) Not covered by the Auditor’s Report nor by the Limited Reviewed Report of Independent Public Accountants except for items
4, 5and 7.



2. Results of Operations

The following table presents a summary of the results of operations for the three-month periods ended
March 31, 2005 and 2004-

2005 2004 Variation
(Inmilliors of pesos)

Net revenues 2315 245.1 (13.6)
Gas transportation 1095 106.0 35
NGL production and commercidization 1076 129.8 (22.2)
Other sarvices 144 9.3 51

Costs of sales (112.2) (1134) 12
Operating costs (64.4) (66.9) 25
Depreciation and amortization (47.8) (46.5) (1.3

Gr 0ss profit 119.3 131.7 (12.4)
Adminigrative and sdlling expenses (19.9 (14.8) (46)

Operatingincome 99.9 116.9 (17.0)
Other incomes, net 49 0.2 47
Equity inearnings / (losses) of affiliates 02 (09) 11
Net financia expense (34 (11.4) 8.0
Income tax expense (8.9 (4.4) (4.0
Net income 93.2 100.4 (7.2)

Overview

For the three-month period ended March 31, 2005, the Company has reported a net income of Ps. 932
million, in comparison to the Ps. 1004 million net income recorded in the same period of 2004. This
negaive varidion in the 2006 net income basicdly reflects the reduction of the Naurd Gas Liquid
(“NGL") production and commercidization segment net revenues, partialy offset by the inaesdng in
Other Services and Gas Trangportation net revenues, and a reduction of financid expenses due to lower
interests accrued.

Net Revenues

Gas transportation

Gas trangportation service is the main business activity of the Company and represented approximately
47% and 43% of totd net revenues earned during the threemonth periods ended March 31, 2005 and
2004, respectively. Gas trangportation service revenues are derived principaly from firm contracts, under
which pipeline cgpacity is resarved and paid for, regardless of actud usage by the shipper. TGS aso
provides interruptible transportation services subject to available pipeline capecity.

Gas trangportation revenues for the three-month period ended March 31 2006 increesed by 33% &s
compared to the same period of 2004. This increasse basicdly arose from a Ps. 2 million impact of new
firm transportation contracts that cameinto effect as from May 2004.

Higher firm contracted capacity derives from open biddings conducted by TGS in March 2004. The
additional firm contracted capacity is approximately 3.6 MMni/d (127 MMcf/d) and is rdated to
available capacity from the gas pipdines plus additiona capacity obtaned from enhancement works
made on the pipeline system during the firs months of 2004. Most of these new contracts became
effective as from May 2004. It is edimated that annual revenues from these contracts will be
agoproximately Ps. 9 million (based on current tariffs).

In light of the lack of investments in pipeine expansons over the last years (as a consequence of the
tariffs “pesification” and the lack of tariffs adjusments) and due to a rising demand of raturd gas from
cetan segments of the Argentine economy; the Argentine Government -through the Executive Branch



Decree No. 180/04 and Resolution No. 185/04 issued by the Ministry of Federal Panning, Public
Investment and Utilities- has established the famework for the condtitution of a Trust Fund which would
finance gas trangportation system expansons To that purpose, in June 2004, TGS submitted to the
Energy Bureau a project for the expanson of San Martin pipdine transportation cgpacity for
approxmately 2.9 MMmJd (102 MMcf/d) (for further information see Note 7.b. to the consolidated
financid statements).

Revenues related to the interruptible transportation service might be affected in the future due to the
cregtion of the Gas Electronic Market in line with the provisions of the Executive Branch Decree No.
180/04 (for further information on this issue and on the current status of tariff renegotiation see Note 7.a
to the consolidated financial statements).

NGL production and commercidization

As opposed to the gas transportation segment, the NGL production and commercidization segment is not
subject to regulation by ENARGAS.

Net revenues from the NGL production and commercidization segment represented approximately 46%
and 53% of TGSs totd net revenues during threemonth periods ended March 31, 2006 and 2004,
respectivdly. NGL production and commercidization activities are conducted a the Cerri Complex,
locaed ner Bahia Blanca and connected to each of the Company’'s main pipelines. At the Cerri
Complex, TGS recovers ethane, propane, butane and naturd gasoline. TGS sdls its production to NGL
marketers and refineries in the locd maket and pat of the production is exported to Petrobras
Intanationd Finance Company (“Petrobras’), a subsidiary of Petrobras Petrdleo Brasleiro SA. at current
international market prices. Ethane is entirdy sold in the domestic market to PBB-Polisur SA. (“Polisur”)
a agreed prices.

NGL production and commercidization revenues decressed by Ps. 222 million in the threemonth period
ended March 31, 2006 as compared to the same period in 2004, mainly due to the decresse of Ps. 25.1
million reflecting a dedine of 26% in the volumes sold. This variaion is due to a lower naturd gas offer,
which caused a lower NGL extraction This negdive variation was patidly offsst by a rise of
internationa prices, for an amount of Ps. 6 million.

Other services
Other services segment is not subject to regulationsby ENARGAS.

The Company render savices cdled “midstream”, that mainly consist in gas conditioning, gathering and
compression sarvices, which are generdly rendered & welhead, as wel as activities related to
congtruction, operation and maintenance of pipelines and compressor plants.

Other services revenues - induding tdlecommunication services rendered by the controlled company
Telcosur SA.- increased by Ps. 5.1 million in the threemonth period ended March 31, 2005 as compared
to the same period of 2004, mainly due to higher sdes of: (i) midstream services by Ps. 1.7 million (i)
congtruction services by Ps1.8 million (mostly due to the services rendered to the gas trust, constituted
for the expansion of the ges trangportation capacity of the San Martin gas pipdine, mentioned above), ad
(iii) telecommunication services by Ps. 1.2million

Cost of Salesand Administrative and Selling Expenses

Cost of sdes and administrative and sdling expenses for the threeemonth period ended March 31, 2005
increased by approximately Ps. 3.4 million as compared to the same period of 2004 This variation
derives mainly from: (i) Ps. 5.3 million higher taxes and contributions caused besicdly by incresses in the
tax on propane and butane exports rates, which rose from 5% to a 20% in May 2004, patidly offset by
the decrease in payments of this tax due to lower exports in the first quarter of 2005; (i) Ps 2.1 million
higher costs regarding the expandon of San Matin ges pipdine Both of these negeative effects were
partiadly mitigated by a Ps. 3.2 million reduction in NGL production costs, as the volume of naturd gas



purchased and the associated richness incentive payments were lower (generated by lower naturd ges
avalahility), partially compensated by theincreasein the related prices.

Net financial expense

Net financid expense for the threemonth period ended March 31, 2005 increased by Ps. 8 million as
compared to thesame period of 2004. The breakdown of net financia expenseisasfollows

2005 2004
(inmillions of pesos)
Generated by assets
Interest income 35 0.9
Fordgn exchange loss (109 (16.4)
Other financid results, net 01 (5.4
Total (7.3 (20.9)

Generated by liabilities

Interest expense (50.1) (55.0)
Foregn exchange gain 57.1 68.9
Amortization of intangible assets - (17)
Other expenses and financid charges (3.1 (2.7)
Total 39 95

This podtive vaiation is explaned bascdly for a lower interests accrued over TGS's debt, as a
consequence of the restructured debt at the end of December 2004. Such restructuing consgted, in a
repayment of anequa to 11 % of principa, past due interests and lower interest rates.

Other incomes net
In the first quarter of 2005, other incomes, net increased by Ps. 4.7 million as compared to the same quarter
of 2004. Ths increaeis attributable to a favorable @urt ruling in connection with a legd action file by the

Argentine Tax Authority (“AFIP’) againgt TGS. The dlowance recovered by the Company amounted to
Ps. 5.6 million.

Income tax
In the firgt quarter of 2005, TGS reported a Ps. 8.4 million income tax expense, which increased in Ps. 4.0

million compared to the same period of 2004, basicdly due to a lower reversa of the tax loss carryforward
dlowance posted in the 2005 period.

3. Liquidity

The Company’s primary sources and uses of cash during the threemonth periods ended March 31, 2006
and 2004, are shown in the table below:

2005 2004 Variation
(inmilliors of pesos)
Cash flows provided by operating activities 122.7 1211 16
Cash flows used in investing activities (42.3) (20.3 (220)
Cash flows usedin financing adtivities (25.6) - (25.6)
Net increasein cash and cash equivalents 54.8 1008 (46.0)




Cash flows from operating activities for the threemonth period ended March 31, 2006 amounted to Ps.
122.7 million, which represents adight increase of Ps. 1.6 million as compared to the same period of 2004
T hese funds were applied as follows: (i) to investing activities Ps. 42.3 miillion, (ii) to financing activities Ps.
25,6 million and, (jii) to increase TGS cash position Ps. 54.8 million.

4. CONSOLIDATED BALANCE SHEET SUMMARY

Summary of the consolidated balance sheet information as of March 31, 2006, 2004, 2003, 2002 and

2001.
(in thousands of Argentine pesos as described in Note 2.h to the consolidated
financial statements)

2005 2004 2003 2002 2001 ()
Current assets 599,650 920,222 474,619 458,473 221,043
Non-current assats 4,519,734 4,625,176 4,797,219 6,695,954 4,580,993
Total 5,119,384 5,545,398 5,271,838 7,154,457 4,802,036
Current ligbilities 298,704 3,376,053 3,282,684 2,028,059 796,844
Non-current ligbilities 2,520,885 10,256 2,041 3,435,189 1,639,997
Sub Total 2,819,589 3,386,309 3,284,725 5,463 248 2,436,841
Shareholders equity 2,299,795 2,159,089 1,987,113 1,691,179 2,365,195
Total 5,119,384 5,545,398 5,271,838 7,154,427 4,802,036

(1) Do not indude the impect of the gpplication of the deferred income tax.

5. CONSOLIDATED STATEMENTS OF INCOME SUMMARY

Summary of the consolidated statements of income information for the threemonth periods ended March

31, 2005, 2004, 2003, 2002 and 2001

(in thousands of Argentine pesos as described in Note 2.b. to the consolidated

financial statements)

2005 2004 2003 2001 (1)

Operating income 99,846 116,851 94,249 132,222 163,936
Other incomes/ (expenses), net 4,949 187 (2,637) (1,285) 356
Equity inearnings/ (losss) of afilictes 225 (876) 1584 (1,586) -
Net financia (expenss) / income (3,376 (11,400) 26,998 (862,931) (49,723)
Net income/ (loss) beforeincometax 101,644 104,762 120,194 (733,580) 114569
Income tax (expense) / benefit (8,449 (4,345) 94,121 43,859 (42,021)
93,195 100,417 214,615 (689,721) 72,548

Net income/ (l0ss)

(2) Do not indlude the impact of the application of the deferred

income tax.



6. STATISTICAL DATA (PHYSICAL UNITY)

First quarter ended March 31,

Gas Trangportation 2005 2004 2003 2002 2001
Average firm contracted capedity (thousands of m#/d) 60l 61792 61337 61,587 58,1%
Average daily ddliveries (thousends of m?¥/d) BEB 55109 45733 41,473 43316

NGL production and commer cialization

Production

Ethane (metric tons“ mt”) w437 %,49¢ 8,65t 7666¢ 77,55¢

Propane and butane (mt) 104,2% 144,86( 100,83¢ 111867 10597C

Natura Gasoline (mt) 21,411 D341 ,3% 2017¢ 20207

Local market sales (@)

Ethane (mt) 437 %6,49¢ 8,65¢ 7666¢ 77,55¢

Propane and butane (mt) 4,106 2912 57,36¢ A4T74T 7557¢

Natural Gasoline (mt) 1,28 2,70¢ 2,26 286¢ 841z
=  Exports (@

Propane and butane (mt) 5,000 ,41€ D43t 6008C 22020

Natural Gasoline (mt) 2062 2998 14,37: 11,86¢ 16,13¢

(@ Indude naturd gas processed on behdf of third parties.

7. COMPARATIVE RATIOS

Asof March 31,
2005 2004 2003 2002 2001
Liquidity (Current assets to current liabilities) 201 027 014 023 0.28
Shareholders equity to total ligbilities 0.82 064 0.60 031 0.97
Non current assets to total assets 0.88 0.83 0.91 0.94 0.95

8. OTHER INFORMATION

TGS share market vaue in Buenos Aires Stock Exchange at dlosing of last business day

2005 2004 2003 2002 2001
January 3.37 3.16 1.06 1.78 157
February 355 3.06 129 1.20 1.44
March 340 3.08 122 1.05 1.52
April 3.04 2.54 1.66 0.82 140
May 2.38 163 0.64 141
June 2.37 1.77 0.51 1.38
July 253 176 0.61 1.26
August 2.58 167 0.95 132
September 2.86 187 0.94 112
October 3.06 188 1.10 0.89
November 3.03 2.18 1.27 0.98
December 3.05 2.65 1.10 1.30

9. OUTLOOK

After having redructured our financid indebtedness, in 2005, we are in conditions to focus al our efforts
in recovering the profitability of the gas trangportation business and to consolicete and develop new
opportunitiesin the nortregulated business

The top priority, in order to restore the vaue of the gas transportation business and foster invesments, is
to agree with the Argentine Government on the required changes to the regulatory framework. This



agreement mugt contemplate tariff adjustment, a method for its subsequent adjusments and other
amendments necessary for the stability of the business and its economic feasibility in thelong term.

For the non-regulaed busness we dgrive to consolidae and enhance the NGL production and
commercidization segment. As far as other services are concerned, we am to develop synergies with
other business segments and to explore new business opportunities both in the local and regiond markets.

We dso am to presrve our high operaing sandards, maintaining the rdigbility indexes and our

commitment to deliver quaity to the client and protect the environment, while working on the safety of
our employeesto obtain the certification in the Work Safety and Hedlth System in 2006.

Buenos Aires, May 5, 2005.

Rafadel FernandezMorandé
Chairman of theBoard of Directors



CURRENT ASSETS

Cash and deposits in banks
Investments, net (Exhibit D)
Trade receivables, net (Note 4.2)
Other receivables (Note 4.b.)
Inventories

Tota current assets

NON CURRENT ASSETS
Trade receivables (Note 4.c.)
Other receivables (Note 4.d.)

Investments, net (Exhibit C)

Property, plant and equipment, net (Exhibit A)

Intangible assets, net (Exhibit B)
Tota non-current assets

Total assets

TRANSPORTADORA DE GASDEL SURSA.
AND ITS SUBSIDIARY

CONSOLIDATED INTERIM BALANCE SHEETSAS OF MARCH 31, 2005 AND DECEMBER 31, 2004

(Stated in thousands of constant Argentine pesos as described in Note 2.b.)

03/31/2005 12/31/2004
CURRENT LIABILITIES
5,640 10,116 Accounts payable (Note 4.e.)
384,970 325,777 Loans (Note 6)
105,100 137,864 Payroll and socia security taxes payable
98,153 131,401 Taxes payable (Note 4.f.)
5,787 5,501 Other liabilities (Note 4.9.)
599,650 610,659 Total current liabilities
NON CURRENT LIABILITIES
Accounts payable (Note 4.h.)
Loans (Note 6)
21,594 23,865
Tota non-current liabilities
177,657 181,111
Total liabilities
630 401
4,311,214 4,318,150
8,639 11,285
4,519,734 4,534,812 SHAREHOLDERS EQUITY
5,119,384 5,145,471 Total liabilities and shareholders' equity

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

03/31/2005 12/31/2004
79,084 108,506
135,631 148,388
6,514 10,370
17,322 20,368
60,153 67,327
298,704 354,959
19,383 11,112
2,501,502 2,572,800
2,520,885 2,583,912
2,819,589 2,938,871
2,299,795 2,206,600
5,119,384 5,145,471

Rafael Ferndndez Morandé
President



TRANSPORTADORA DE GASDEL SUR SA.
AND ITS SUBSIDIARY

CONSOLIDATED INTERIM STATEMENTS OF INCOME
FOR THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

(Stated in thousands of constant Argentine pesos as described in Note 2.b.
except for per share and per ADS amountsin Argentine pesos)

2005 2004
Net revenues (Note 3) 231,480 245,086
Cost of sales (Exhibit F) (112,198) (113,433)
GROSS PROFIT 119,282 131,653
Administrative expenses (Exhibit H) (5,347) (5,893)
Selling expenses (Exhibit H) (14,089) (8,909)
OPERATING INCOME 99,846 116,851
Equity in earnings/ (losses) of affiliates 225 (876)
NET FINANCIAL EXPENSE (3,376) (11,400)
Generated by assets

Interest income 3,559 844
Loss on exposure to inflation (10,856) (16,376)
Foreign exchange gain / (loss) 64 (5,363)
(7,233) (20,895)

Generated by liabilities (Exhibit H)
Interest expense (50,113) (54,961)
Foreign exchange gain 57,074 68,866
Amortization of intangible assets - (1,750)
Other expenses and financial charges (3,104) (2,660)
3,857 9,495
Other incomes, net 4,949 187
NET INCOME BEFORE INCOME TAX 101,644 104,762
Income tax expense (Note 2..) (8,449) (4,345)
NET INCOME FOR THE PERIOD 93,195 100,417
Net income per share (Note 2.p.) 0.12 0.13
Net income per ADS (Note 2.p.) 0.59 0.63

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

Rafael Fernandez Morandé
President



TRANSPORTADORA DE GASDEL SURSA.
AND ITS SUBSIDIARY

CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY

FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004
(Stated in thousands of constant Argentine pesos as described in Note 2.b)

2005 2004
Shareholders™ contributions Retained Earnings
Cumulative
Common inflation
stock adjustment Total Total
nominal to common Legal Retained shareholders shareholders
value stock Subtotal reserve earnings equity equity
Balances at the beginning of the year 794,495 1,145,012 1,939,507 148,517 118,576 2,206,600 2,058,672
Appropriation to lega reserve (1) - - - 5,929 (5,929) - -
Net income for the period - - - - 93,195 93,195 100,417
Balances at the end of the period 794,495 1,145,012 1,939,507 154,446 205,842 2,299,795 2,159,089

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

(1) Resolutions of the Ordinary Shareholders Meeting held on March 31, 2005

Rafael Fernandez Morandé

President



TRANSPORTADORA DE GASDEL SUR SA.
AND ITS SUBSIDIARY

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

(Stated in thousands of constant Argentine pesos as described in Note 2.b)

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

Net income for the period

Reconciliation of net income to cash flows provided by operating activities

Depreciation of property, plant and equipment
Amortization of intangible assets

Write off of Property, plant and equipment retired
Variationsin allowances and provisions

Equity in (earnings) / losses of affiliates

Interest expense

Income tax expense

Foreign exchange rate and others net financial results

Changesin assets and liabilities:
Trade receivables
Other receivables
Inventories
Accounts payable
Payroll and social security taxes payable
Taxes payable
Other ligbilities
Others
Interest paid
Asset tax paid

Net cash provided by operating activities

CASH FLOWS USED IN INVESTING ACTIVITIES

Purchases of property, plant and equipment

Net cash used in investing activities

CASH FLOWS USED IN FINANCING ACTIVITIES

Advance payment from clients
Payment of loans

Cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivaents at the beginning of the year

Cash and cash equivalents at the end of the period

The accompanying notes are an integral part of these consolidated interim financial statements.
For supplemental cash flow information see Note 5.

2005 2004
93,195 100,417
45,780 45,028

2,646 4,357
4,292 2,868
(5,814) (4,343)
(225) 876
50,113 54,961
8,449 4,345
(54,920) (63,513)
35,021 (23,577)
28,346 (8,332)
(286) 1,812
(33,755) 8,468
(3,856) (2,642)
3,590 10,092
(1,364) 349
96 (3,932)
(41,866) -
(6,729) (6,081)
122,713 121,153
(42,302) (20,313)
(42,302) (20,313)
11,772 -
(37,370 -
(25,598) -
54,813 100,840
335,797 672,222
390,610 773,062

Rafael Fernandez Morandé

President



TRANSPORTADORA DE GASDEL SUR SA.
AND ITSSUBSIDIARY

NOTESTO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

(Amounts stated in thousands of constant Argentine pesos as described in Note 2.b,,
exoept for per share and per ADS amounts in condtant Argentine pesos or where otherwise indiceted)

1. ORGANIZATION AND START -UP OF THE COMPANY

Transportadora de Gas del Sur SA. (“the Company” or “TGS’) is one of the companies crested as a result of the privatization of
Gas dd Estado SE. (“GdE”). The Company commenced commercia transactions on December 29, 1992 and it is engaged in the
transportation of natura gas and production and commercidization of natura gas liquids (“NGL”) in Argentina TGS's pipdine
system connects mgior gas fidds in southern and western Argentina with distributors of gas in those areas and in the greater
Buenos Aires area. The gas trangportation license to operate this system for a period of thirty-five years (“the Licenss’) was
exclusvely granted to the Company. TGS is entitled to a one-time extenson of ten years provided that it has essentidly met the
obligations imposed by the License ad by Ente Naciond Regulador del Gas (Nationa Gas Regulatory Agency or “ENARGAS’).
The Generad Cerri Gas Processng Complex (the “Cerri Complex”), where the Company processes natural ges by extracting NGL,
was transferred along with the gas transmisson asats. The Company aso renders “midstream” services, which mainly consist of
gas trestment, removal of impurities from the naturd gas dream, gas compresson, welhead gas gathering and pipdine
congtruction, operation, and maintenance services.

TGS's controlling shareholder is Compafiia de Inversones de Energia SA. (“CIESA”), which together with Petrobres Energia
SA. (“Petrobras Energid’) and Enron Corp. (“Enron”) hold approximately 70% of the Company’s common stock. CIESA is
owned 50% by Petrobras Energia and a subsidiary of Petrobras Energia and 50% by subsidiaies of Enron. Locd and foreign
investors hold the remaining ownership of TGS's common stock.

On April 16, 2004, the shareholders of CIESA entered into a Master Settlement and Mutual Release Agreement (the “Settlement
Agreement”). The Settlement Agreement provides for, among other things, the transfer, in two stages, of certain shares issued by
TGS and by CIESA. In the first stage, Enron subsidiaries will transfer 40% of the outstandng share capitd of CIESA to a trust to
be formed or to an dterndtive entity; and Petrobras Energia and its subsidiaries will transfer their TGS class “B” common shares
(representing 7.35% of the outstanding share capital of TGS) to Enron subsidiaries. In the second stage, Enron  subsidiaries will
transfer their remaining outstanding share capital of CIESA to the trust mentioned above or to an dternative entity, subject to the
smultaneous transfer of the TGS class “B” common shares held by CIESA (representing approximately 4.3% of the outstanding
shares of TGS) to Enron subsidiaries.

In May 2004, the bankruptcy court having jurisdiction over the bankruptcy of Enron gpproved the Setlement Agreement. In
addition, the trandfers referred to above are subject to severd conditions, one of which isthe approva from ENARGAS.

2. BASISOFPRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company’s consolidated interim financid satements have been prepared in accordance with generdly accepted accounting
principles in force in the Autonomous City of Buenos Aires (“Argentine GAAP’), (except for what is mentioned in b. and g.in the
present note) and the regulaions of the Comision Naciond de Vaores (the Argentine Nationa Securities Commisson or “CNV”)
and ENARGAS. Argentine GAAP differs in certain significant respects from generally accepted accounting principles in the
United States of America ("US GAAP'). Such differences involve methods of measuring the amounts shown in the financia
datements, as well as additiond disclosures required by US GAAP and Regulation SX of the Securities and Exchange
Commission (“SEC"). These consolidated financid dtatements do not include any vauation adjustments or additiona disclosures
to reflect such differences.

The consolidated interim financial statements include the accounts of TGS and its subsdiary Tecosur SA. (“Telcosur”) which
have been consolidated following the methodology established in Technica Resolution (“TR”) No. 21 of the Argentine Federation
of Professond Councils in Economic Sciences (“Argentine Federation”). The accounting policies followed by Telcoswr in the

preparation of its financid information are consstent with those applied by TGS. All sgnificant intercompany transactions have
been eiminated in consolidation.

Detailed data reflecting subsidiary direct control asof March 31, 2005 and 2004 and December 31, 2004 isasfollows:

Company % of shareholding and votes Closing date L address
Telcosur SA. 99.98 % December 31, Don Bosco 3672, 6" Floor

Autonomous City of Buenos Aires



TRANSPORTADORA DE GASDEL SUR SA.
AND ITSSUBSIDIARY

NOTESTO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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For consolidetion purposes for the threemonth periods ended March 31, 20056 and 2004 unaudited financid datements of
Tecosur have been used. For the year ended December 31, 2004, audited financia statements of Telcosur have been used.

8

b)

©)

d)

Use of edtimates

The preparation of the consolidated financid statements in conformity with generdly accepted accounting principles requires
management to make esimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assats and liabilities a the dete of the consolidated financia Setements, as well as the reported amounts of
revenues and expenses during the reporting period. Estimaies are used when accounting for the dlowance for doubtful
accounts, depreciation, amortization, impairment of longlived assets, income taxes and contingencies. Actua results could be
materidly different from such estimates.

Estimates and assumptions include the expected impacts on the consolidated financia statements of the Company as of March
31, 2005 caused by the messures adopted by the Argentine Government (relating to the economic criss tha darted in
December 2001). The projections, which include those related to the far vaue of noncurrent assets at period end,
contemplate dternative scenarios based on  macroeconomic, financia, maket and regulaory assumptions which are
conddered probable, and are amed a restoring the financia condition of the Company. Actud results could materidly differ
from such evduations and edimates, and such differences might be dgnificant. Furthermore, a the time of issuance of these
consolidated interim financia statements it is not possible to foresee the future development of the country’s economy, te
results of the License renegotidtion process (see Note 7.8), nor their consequences on the Company's financid condition and
the results of its operations. Consequently, any decision taken on the bass of these consolidated interm financid Statements
must condder the effects of these events and conditions and their future development. Therefore, the Company’s consolidated
interim financia statements must be read in thelight of these uncertain circumstances.

Presentation of consolidated financid statementsin constant Argentine pesos

The consolidated financid <tatements have been prepared in condant Argentine pesos, recognizing the overdl effects of
inflation up to August 31, 1995. As from that date, in line with professona accounting standards and the requirements of the
control authorities, the Company discontinued the restatement of itsfinancial statements until December 31, 2001.

As established by Resolution No. 3/2002 of the Professona Council in Economic Sciences of Autonomous City of Buenos
Aires (“CPCECABA”) and Resolution No. 415 of the CNV, as from January 1, 2002 the Company resumed the recognition of
the effects of infletion in these consolidated financial statements, following the provisons of TR No. 6, as amended by TR
No. 19, both issued by the Argentine Federation. Accounting measurements restated due to the change in the purchasng
power of the currency up to August 31, 1995, as well as those which have been originated between that date and December
31, 2001, are sated in the currency value as of the later date.

On March 25, 2003, the Executive Branch issued Decree No. 664, which provides that financid datements for periods
ending after such date shdl be stated in historical Argentine pesos. As a consequence and in accordance with Resolution No.
441, issued by the CNV, the Company suspended inflation accounting effective March 1, 2003. This criterion is not in line
with effective accounting standards, which gtipulate that financia statements should be restated as of September 30, 2003.

Short-term receivables and liabilities in currency

Short-term receivables and ligbilities, including accrued interest if gpplicable a the end of each period / year, have been
vadued a their respective nomind vaue, which does not materialy differ from the present value of the future cash flow that
the receivables and ligbilitieswill generate, using theinternd rateof return estimated at inception.

Foreign currency assets and ligbilities

Assats and liabilities denominated in foreign currencies, including accrued interest, if applicable, have been trandaed a the
prevalling exchange rates a the end of each period / year. Detailed information is disclosed in Exhibit G.
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€ Inventories

Inventories condst of naturd gas in the pipdine sysem owned by TGS in excess of line pack, which is classfied as property,
plant and equipment, and in the hands of third parties, and NGL obtained from natural ges processing & the Cerri Complex.
The Company vaues these inventories a replacement or reproduction cost, as applicable, a the end of each period / year.
The carrying vaue of inventories does not exceed its recoverable v ue.

f)  Investments

Bank accounts in locd and foreign currency have been vaued a ther face vaues plus accrued interet, which do not
materialy differ from their discounted vaue using the internd rate of return effective at inception.

Mutual funds have been vaued at their respective far vaue.

Investments in Government Bonds to be held to maturity have been vaued based on the best estimae of the present vaue of
the @sh to be receved, usng the discount rate estimated a the time of acquistion of the assets. The book vaue of these
investments, net of corresponding impairment, does not exceed their respective recoverable vaue.

Equity investments in companies in which the Company’s ownership interest ranges between 20% and 50%, such as Gas
Link SA. (“Link”) and Emprendimientos de Gas dd Sur SA. (“EGS’), have been accounted for under the equity method.
These investments have been vdued based on the financid datements at the dates specified in Exhibit C, which have been
prepared applying similar criteria to that used by the Company to prepare its consolidated financid statements. As of March
31, 2005 and December 31, 2004, the investment in Link has been adjusted by Ps. 5,820 and Ps. 5873 respectively, due to
the eimination of intercompany profits, as required by Argentine GAAP.

As of December 31, 2004, EGS recorded losses in excess of the book vaue of the investment recorded by the Company. As
shareholders intend to support the operations of EGS, the Company has recorded these losses in these consolidated interim
financid statements and disclosed the investment under Other Liabilities.

The Company considers its foreign subsidiary Transporte y Servicios de Gas en Uruguay SA. (“TGU”) to be a “non-
integrated subsidiary”. Consequently, TGU's assats and liabilities have been trandated into Argentine pesos using the
exchange rate in effect at year/period-end, while its common stock and retained earnings accounts have been trandated using
historica exchange rates. The investment in this company has been accounted for under the equity method.

The Company’s management is na aware of any sgnificant transactions or events affecting Link, EGS and TGU financid
statements, and there have been no dgnificant transactions between TGS and these companies between December 31, 2004
and March 31, 2005.

0) Longterm receivablesand ligbilitiesin currency

As required by the CPCECABA, long-term receivebles and ligbilities (except for defered tex assts and lidbilities as
described below) have been vaued based on the best etimate of the discounted value of the amounts expected to be
collected or paid, as applicable, using the interest rate effective at the time of the initid measurement or the interest rate for

savings accounts of Banco de la Nacion Argenting, in effect at the moment of the acquisition or incurrance of such assets or
liabilities.

Loans have been vadued based on the best estimateof the present vaue of the amounts expected to be paid using the intemnd

rate of return estimated at the inception of the transaction. This rate does not dgnificantly differ from the market interest rate
at that moment.

Asxts and lighilities generated as a result of the gpplication of the deferred tax method have been cdculated a their nomind
value in accordance with Resolution No. 434 of CNV (which is not in accordance with CPCECABA rules) net of a vauetion
alowancefor non-recoverable tax loss carryforwards.



TRANSPORTADORA DE GASDEL SUR SA.
AND ITSSUBSIDIARY

NOTESTO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

(Amounts stated in thousands of constant Argentine pesos as described in Note 2.b,,
exoept for per share and per ADS amounts in condtant Argentine pesos or where otherwise indiceted)

h)  Property, plant and equipment, net

Assts transferred from the privatization of GdE: The vaue of these assets was determined based on the price pad for
the acquisition of 70% of the Company’s common stock, which amounted to US$ 561.2 million. This price was the basis
to determine a totd vaue of common stock of US$ 801.7 million, which, when added to the debt assumed under the
Company’s privatization agreement (the “Transfer Contract”) of US$ 395.0 million, resulted in a tota value for property,
plant and equipment of US$ 1,196.7 million. Such vadue, converted a the exchange rate in effect as of the date of the
Transfer Contract, has been restated for the effects of inflation as described in Note 2.b).

Line pack: It represents the natural gas in the trangportation system that is necessary to keep the system at operating
capacity, valued at acquisition cost and restated for the effects of inflation as described in Note 2.b).

Capitalization of exchange loss: Resolutions No. 3/2002 and 87/03 issued by the CPCECABA and Resolution No. 398 of
the CNV egtablished that exchange losses arising from the devauaion of the peso from January 6, 2002 to July 28, 2003,
to the extent that they were related to foreign currency ligbilities existing a the first date, are to be added to the cost bass
of assts acquired or condtructed with direct financing by such foreign currency liabilities. Similar accounting trestment
is permitted, but not required, for exchange losses arisng from indirect financing. It was assumed that the proceeds from
such financings were used, firdly, to cover working capita requirements and, secondly, to finance the acquisition or
congtruction of assets that do not qudify for capitdization. The remainder was assumed to relate to assets for which
capitaization is permitted.

Additions. They have been vaued a acquisition cost restated for the effects of nflation as described in Note 2.b). The
Company has capitaized al the investments stipulated as nandatory in the License during the firs fiveyear period, in
order to achieve system integrity and public safety equa to those required by international standards. Such investments
included, among others, the costs of survey programs reated to interna and externd pipdine ingpection, cathodic
protection and pipeline replacement and recoating. Additiondly, Resolutions No. 1,660 and No. 1,903 issued by
ENARGAS include definitions prescribing which costs should be considered improvements and which costs should be
consgidered maintenance expenses. Repair and maintenance costshave been expensed asincurred.

- Depreciation: The Company applied the sraight-line method assgning specific useful lives for dl assats dlocated to
trangportation service and to the NGL production and commercidization Assets dlocated to naturd gas trangportation
svice are regulated by Resolutions No. 1,660 and No. 1,903 issued by ENARGAS which establish maximum useful
lives applicable toeach component of such assdts.

For depreciation of al other prop erty, plant and equipment, the Company uses the straight-line method of depreciation
and appliesthe annua depreciation rates disclosed in Exhibit A. Gain or loss on retirement of these assets i's recognized
inincome in the year in which such retirement occurs.

Capitdized exchange lossis depreciated over the remaining useful lives of the assets that led to such capitalization.

- Interest Capitdization: The net cogt of externa financing used to fund the congtruction of long-lived assets is capitdized
within “Property, Plant and Equipment, net” until the corresponding asset is ready for its intended use. For the three-
month period ended March 31, 2005, the Company has capitalized interest for Ps. 819.

Based on the projections made as discussed in Note 2.8), the Compary’s management believes that the recorded vaue of
property, plant and equipment, taken as awhole, does not exceed its recoverable value.

i) Intangible assets

Intangible asssts have been vaued a their higoricad codt, restated to account for the dfects of inflation as described in Note
2.b), lessaccumulated amortization.

The amortization of pre-operdting costs, organization codts, cancelation costs of commitments assumed under the Transfer
Contract and other costs was caculated over a period of primarily thirty-five years through December 31, 2000. Stating
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January 1, 2001, the net book vaue of these cogts as of December 31, 2000 is being amortized over a fiveyear period, as
well asthe cost of the acquisition of licenses.

Through December 15 2004, costs incurred as a consequence of entering into contracts to hedge the Company from
fluctuations in interest rates were deferred over the term of the relaed loans. In addition, up to December 15, 2004,
arrangement codts for the issuance of debt associaed with Globad Programs, as well as debt issuance cods, were deferred
over the term of the related debt. As mentioned in Note 6, on December 15, 2004, the Company completed the estructuring
process of its financid indebtedness. Consequently, the Company charged to expense (i) unamortized hedging codts, (i)
unamortized Globa Program and notes issuance cods, and (iii) other costs incurred in connection with the restructuring
process.

j)  Incometax provison

The Company and its subsdiay have caculated their respective income taxes usng the defered tax method, which
congdersthe effect of temporary differences between the financid reporting and income tax bases of accounting.

To esimate deferred tax assets and lidbilities, the tax rate expected to be in effect a the time of utilization was gpplied to
identified temporary differences and tax loss caryforwards based on the legd requirements effective a the time of
preparation of these consolidated interim financid statements.

Incometax expensefor the three-month periods ended March 31, 2006 and 2004 consist of thefollowing:

2005 2004
Egtimated current income tax expense (93) (186)
Deferred income tax expense (44,637) (45,629
Changein vduation dlowance 36,281 41,470
Incometax expense (8,449) (4,345

The components of the net deferred tax assetas of March 31, 2005 and December 31, 2004, are the following:

03/31/2005 12/31/2004
Non current deferred tax assets and liabilites
Allowancefor doubtful accounts 98 98
Deferrad sdes (1,012 (849
Present value other recaeivables 742 775
Government bonds impairment 6,574 6,496
Deferred earned interests (367) (367)
Property, plant and equipment, net (84,252) (84,914
Intangible asxts, net (1,124 (1,498)
Other provisions 17,777 17,765
Provision for contingencies 5,343 7,378
Exchange difference (1) 50,751 58,002
Tax loss carryforwards 312,623 348904
Vauationalowance (209,630) (245,911)
Net deferred tax asst 97,523 105879

(1) Correspondsto theloss causad by the deval uetion of the Argentine Peso as of December 31, 2002 which according to Decree No. 2,568/02, will be
deductible for income tax purposes in five years from 2002 to 2006.
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Income tax expense computed a the dtatutory tax rate (35%) on pre-tax income differs from the income tax expensefor the
three-month periods ended March 31, 2006 and 2004 as follows:

2005 2004

PretaX iNCOME... ..ottt 101,644 104,762
Statutory iNCOME taX FALE .....c.veeveeeeieeereeeireeeeseeeeseeseseseseseeesessesenns 3% 3%
Income tax expense at statutory income tax rate...........ocovveeen. (36,575) (36,667)
Permanent differences a statutory income tax rate

- Inflation adjUSIMENt ..o (9,134) (9220)

- Equity in earnings of affiliates 95 (2%)

- Change in valuation allowance 36,281 41,470

- Others, not individually significant ........c.cooceveenennncnennnn: (116) 367
Total net iNCOME taX EXPENSE.....cvurereereeeereirereirereireseiseseesesesessinenns (8,449 (4,345)

The accumulated tax loss carryforwards on a consolidated bass that are avaldble to offset future taxable income are the
following:

Description Amount Year of expiration
Tax loss carryforward 2002 (1) 996,869 2007
Utilization in 2006 (103661)
Accumulated tax losscarryforward 893208

(1) Remander &ter the presentation of the tax return form for fiscal year 2003.

In assessing the redizability of deferred tax assets, management considers whether it is more likdy than not that some
portion or al of the deferred tax assets will not be redized. The ultimate redization of deferred tax assets is dependent upon
the generation of future texable income during the periods in which those temporary differences become recoverable.
Management considers the scheduled reversal of deferred tex liabilities, projected future taxable income and tax planning in
making these assessments. The Company is required to continuoudy evauate the recoverability of deferred tax assets. This
evauation is based on internal projections made as discussed in Note 2.8), which are routindy updated to reflect more recent
trends in the Company’s results of operations. Based on current financid information, the Company is uncertain that it will
recover its entire deferred tax assets through future taxable income. Accordingly, a March 31, 2006 and December 31, 2004,
the Company recognized a vauation alowance of Ps. 209,630 and Ps. 245,911 against itsdeferred tax assetsrespectively.

k) Assettaxprovision

The Company and its subsidiary are subject to the Asset Tax Lav (“Impuesto a la Ganacia Minima Presuntd’). The asset tax
is cdculaed on an individud entity bass a the datutory tax raie of 1%, and is based upon the taxable asssts of each
Argentine entity as of the end of the year. This tax is complementary to income tax and the Company is required to pay the
grester of the income tax or the asst tax. Any excess of the asst tax over the income tax may be carried forward and
recognized as a payment on account of any excess of income tax over asset tax occurring within the subsequent ten years.

In the opinion of management, it is more likely than not that the Company will utilize such asset againg future taxable
income charges within the next ten years and, as a reault, the Company has recognized the accumulaed asst tax charge
within “ Other non-current receivables’ in the accompanying consolidated balance sheet.

I)  Allowancesand provisions for contingencies

The Company provides for losses relating to its accounts receivable and government bonds. The alowance for losses is
based on management’'s evauation of various factors, incuding the credit risk of cusomers historical trends and other
information. While management uses the information available to make evauaions, future adjustments to the alowance
may be necessary if future economic conditions differ substantidly from the assumptions used in making the evauations.
Management has consdered al events and/or transactions that are subject to reasonable and norma methods of estimation,
and the consolidated financid statements reflect that consideration.

In addition, TGS has recognized a vduation dlowance to adjust the remaning baance of the tax loss carryforward included
in thetax return for fisca year 2002, which based on the income projections, will be utilized before it expires.
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The Company has certain contingent liabilities with respect to existing or potential clams lawsuits and other proceedings,
including those involving legd and regulatory matters. The Company records ligbilities when it is probable that future costs
will be incurred and such coss can be ressonably esimated. Such accruds are based on developments to date, the
Company's etimates of the outcome of these matters and the experience of the Company’s lega counsd in contesting,
litigating and settling other matters. As the scope of the liabilities becomes better defined, there will be changes in be
etimates of future costs, which could have a materid effect on the Company's future results of operations and financid
condition or liquidity.

Contingencies and dlowances are disclosed in Note 9 and Exhibit E.

m) Shareholders eguity accounts

These accounts have been restated to account for the effects of inflation as described in Note 2b), except for "Common stock
nomina vaue' which is sated a origind cost. The adjusment derived from the restatement of such account has been
disclosed under “Cumulative inflation adjustment to common stock”, line item in the Statement of Changes in Shareholders
Equity.

n) Revenue recognition
Frm transportation revenues are recognized based on the accrued contracted capecity resarved regardless of actud usage.
For interruptible transportation services and cetan NGL production and commercidization contracts, revenues ae

recognized upon the ddivery of naturd gas or gas liquids to customers, respectively. For other NGL production and other
services contracts, revenues are recognized when services are rendered.

0) Statement of income accounts

Expenses rdated to consumption of non-monetary assets have been restated to reflect the effects of the inflation as described
inNote2.b).

p) Eaningsand dividends per share and per American Depositary Shares (“ADS’)

Earnings and dividends per share and per ADS for the three-month periods ended March 2005 and 2004 have been
caculaed based on 794,495,283 outstanding shares during each period. One ADS represents five Class B shares. As the
Company does not have preferred stock or convertible debt, the amount of basic earnings per share is the same as the amount
of diluted earnings per share.

3. CONSOLIDATED BUSINESSSEGMENT INFORMATION

The Company's business segments are as follows (i) natura gas trangportation services through its pipeline system; (i) NGL
production and commercidization and (iii) other services, which include midstream and tdecommunication senices (the latter
rendered by its subsidiary, Telcosur).

Operdting income conssts of net revenues less operating expenses. In the calculaion of operating income, the following items
have not been included: other expenses, net, equity in (losses) / earnings of ffiliates, net financid expense and income tax
(expense) / benefit.

Assts and liabilities dlocated to each segment are those used by the Company to develop each business. Assets and liabilities thet
cannot be dlocated to a gpecific segment have been grouped under "Corporate’ and include investments and loans, among others.
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There were no revenues among the business segments during the reported years.

Asof and for thethree-month period

NGL Production
Gas and

ended March 31, 2005 Transportation commercialization Other services Corporate Total
Net revenues 109,524 107,549 14,407 - 231,480
Operating income (10ss) 52,466 49,883 4,136 (6,639) 99,846
Depreciation of property, plant and equipment 34,660 7,173 3,355 592 45,780
Additions to property, plant and equipment
(includes work in progress) 41,513 1,314 18 291 43,136
Identifiable assets 3,973,116 418,847 188,787 538,634 5119,334
Identifiable lighilities 39,401 42,010 2,982 2,735,196 2,819,589

For the threeemonth period

ended March 31, 2004
Net revenues 105,953 129,806 9,327 - 245,086
Operating income (10ss) 49,324 73,011 1,683 (7,167) 116,851
Depreciation of property, plant and equipment 33,923 6,606 3,356 1,143 45,028
Additions to property, plant and equipment
(includes work in progress) 15,582 2,010 1,990 138 19,720

For theyear
ended December 31, 2004

| dentifiable assets 4,004,438 452,309 194,852 493,872 5,145,471
Identifiable ligbilities 68,543 3,476 4,838 2,822014 2,938,871

The Company renders sarvices of its gas trangportation business principaly to gas digtribution companies, to Petrobras Energia, to
Profertil SA. (“Profertil”) and to Repsol-YPF SA. (“Repsol-YPF'). The principad customers in terms of net revenues from gas
transportation for the three-month periods ended March 31, 2006 and 2004 are asfollows:

March 31,
2005 2004
MetroGas S.A. 42993 42641
Camuzzi Gas Pampeana SA. 19,351 19,300
Gas Natural BAN SA. 15,142 15,152
Petrobras Energia 6,527 6,190
Camuzzi Gasdd Sur SA. 4,587 4,006
Profertil 2,953 2,8%6
Repsol-Y PF 2,955 2,823

The principal customers in the NGL production and commercidization segment are  Petrobras International Finance Company
(“Petrobras’), a subddiary of Petrdleo Brasileéro SA., and PBB-Polisur SA.(“Polisur”). Net revenues from these customers
(indude NGL sdes made on account of third parties, from which TGS withholds charges for production and commercidization)
for the three month periods endedMarch 31, 2005 and 2004 are asfollows:

Petrobras

Polisur

2006 2004
80,487 110843
32,581 34,256
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4. SUMMARY OF SIGNIFICANT BALANCE SHEET ITEMS ASOF MARCH 31, 2005 AND DECEMBER 31, 2004

03/31/2005 12/31/2004
a) Currenttradereceivables
Gastransportation
MetroGAS SA. 16543 17,515
Camuzzi Gas Pampeana S.A. 7543 7,491
Gas Natural BAN SA. 6,942 6,834
Camuzzi Gasde Sur SA. 1,752 1,720
Profertil SA. (“Profertil”) 1,269 1,176
Repsol-YPF SA. (“Repsol -YPF’) 1,140 %81
Reated companies (Note 10) 4673 5,255
Others 7456 7,906
Subtotal 47318 48,878
NGL production and commer cialization
Polisur 13,260 17,508
Repsol -Y PF 1,712 3,166
Related companies (Note 10) 8,790 27,128
Others 10,170 14,602
Subtotal 33932 62,404
Other services
Pan American Energy LLC (Argentine Branch) 6442 6,629
Profertil 4,768 3,246
Consorcio Y acimiento Ramos 2639 2,264
Related companies (Note 10) 4185 6,570
Others 6,736 8,793
Subtotal 24,770 27,52
Allowance for doubtful accounts (Exhibit E) (920) (920)
Total 105,100 137,864
b) Other current receivables
Tax credits 14462 34,69
Prepaid insurance expense 1,139 3,680
Other prepad expenss 105 1,092
Guaranteedeposits 55817 71,203
Advanced payments to suppliers 19523 15,217
Others 7,107 5,513
Total 98,153 131,401
¢) Non current tradereceivables
Other services
Pan American Energy LLC (Argentine Branch) 5,976 6,838
Profertil 15618 17,027
Total 21594 23,865
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03/31/05 12/31/04

d) Other non current receivables

Deferredincometax (Note 2.k.) 97523 105,879

Asset tax credit (Note2.l.) 63,650 57,746

Easement expense to berecovered (Note 9.b.) 4233 4,233

Tax credit certificates 8438 9,246

Others 3813 4,007

Total 177657 181,111
e) Current accountspayable

Suppliers 54,034 83,830

Advanced payments from clients 23453 17,530

Related companies (Note 10) 1597 7,146

Total 79,084 108,506
f) Taxespayable

Asset tax, net 5,191 6,539

Turnover tax 1548 778

Vaueaddedtax(“VAT") - 1,221

Tax on exports 8,152 9,434

Others 2431 2,396

Total 17,322 20,368
g) Other liabilities

Provisions for contingendies (Exhibit E) 15,267 21,081

Provisions for Gasdel Estado lawsuit @ (1) 45,254

43490

Other provisons 1,396 992

Total 60,153 67,327
h)  Non current accounts payable

Advanced payments from clients 19,383 11,112

Total 19,383 11,112

(2) Net of the cost of Cordillerano Fipdine expansion, which amounted to Ps. 16,976 and Ps 15,212 as of March 31, 2005 and

December 31, 2004, respectively (Note 9.a).

5. SUPPLEMENTAL CASH FLOW INFORMATION

In the preparation of the consolidated statements of cash flows cash and cash eguivdents incude invesments with origind
maturities of three months or less. The Company uses the indirect method, which requires a series of adjustments to reconcile net

income for theyear to net cash flows from operating activities.

Cash and cash equivaents at the end of the year are asfollows:

Asof March 31,
2006 2004
Cash and depositsin banks 5,640 4,067
Current investments, net 384,970 771,170
Current investments with origind maturity longer than three months - (2175
Total 390,610 773,062
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Non-cash transactions are as follows:

6.

Asof March 31,
2005 2004

Supplier financingto acquisition of Properties, plant

and equipments 6,359 7,174

LOANS

Detailed information of TGS's debt profile as of March 31, 2006 and December 31, 2004 is as follows.

03/31/2005 12/31/2004

Current Loans:
Tranche A:

2004 Euro medium — term notes (“EM TN”) Program: Series1 notes 72,610 75,077

Privately placed notes 11,251 12,416

Inter-American Development Bank (“1DB”) loans 39,610 41,375
1999 EMTN Program: Series 2 notes @ 1,368 7,129
Interests payable 7,934 9,185
L eases (rates between 7.65% and 9.00%) 2,858 3,206
Total current loans 135,631 148,388
Non current loans.
Tranche A

2004 EMTN Program: Series1 notes 716,001 748,834

Privately placed notes 110,960 115,268

IDBloans 390,586 408,075
Tranches B-A and B-B

2004 EMTN Program: Series 1 notes 744,701 760,531

Privately placed notes 115,408 117,861

IDBloans 406,242 414,877
Interests payable 12,917 2,053
L eases (rates between 7.65% and 9.00%), due through 2008. 4,687 5,301
Total non-current loans 2,501,502 2,572,800
Total loans 2,637,133 2,721,188

(1) It corregponds to notes that did not participate in the exchange

Debt Restructuring:

In December 2004, TGS concluded the restructuring process of its outstandng indebtedness. The restructuring proposa, which
obtained the consent of 99.76% of the Company’s creditors conssed in the exchange of exising debt obligetions for a
combination of cash and the issuance of new notes (for the holders of this type of instrument) or privately placed notes (in
exchange for short—term obligations). In addition to csh payments made TGS subscribed amended and restated loan

agreements (“ Amended Loan Agreements’) in connection with the IDB loans.

The cash payment consisted inthe repayment of an equal to 11% of principa owed to those creditors who gave their consent to
the exchange offer and a payment of the accrued and unpaid interests of the previous debt, calculated at the contractud interest
rate of each of the Company’s previous debt obligations until December 31, 2003 and a an annud rate of 6.18% from January
1, 2004 to December 15, 2004. Such payment was conddered as settlement of dl clams for accrued and unpad interest,

induding default interest.
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The new delt obligations (notes and privately placed notes) and the Amended Loan Agreements were issued and subscribed,
respectively, for the remaining 89% of the principal amount and were instrumented in tranches A, B-A and B-B.

Notes, privately placed notes and loans type A (“Tranche A”) amount to US$ 470,306,281, which represents 52% of the
principd of the new debt obligations. Tranche A accrues interest a an annua rate of 5.3% for the first year, stepping up to
7.5% in the lagt year. Principa is amortized over a 6-year term, garting as from the first year. Principa amortization and
interest payment aremade on a quarterly basis.

Notes, privately placed notes and loans type BA (“Tranche B-A”) and type BB (“Tranche B-B"”) amount to US$ 409,044,874
and US$ 25,083,940, respectively (together representing 48% of the new debt obligations), and accrue interest & an annud rate
of 7% for the first year, increasing up to 10% in the last year. These tranches accrue an incrementd interest rate as from the
third year, which in the case of the tranche B-A may range from 0.75% to 2%, subject to, if applicable, the leve of the
consolidated EBITDA  (defined as earnings before net financid expense, income tax, depreciation and amortization) of each
fiscd year. The incrementa annud rate for the Tranche BB is 0.60% for the third year, increasing by 5 basic points in each of
the subsequent years until it reaches 0.90% in the last year. Principal is amortized over 9 years, with a grace period of 6 years.
Amortization of principal, aswell asinterest payments are made on aquarterly basis.

The new debt includes a clause providing for an early amortization, the implementation and amount of which, if agpplicable,
depends on the consolidated debt ratio (relation between the consolidated debt and the consolidated EBITDA of the last four
quarters), the liquidity levd and certain subsequent payments that the Company should make These vaiddles are cadculated a
the end of each periodlyear. The find early amortization is calculated based on the fiscd year ended December 31, 2010. The
ealy amortization tha is cdculated based on the annuad financid statements is mandatory, as well as the early amortization
that is cadculated based on the semiannud financid statements, when the Company would make advence dividends payment.
The anticipated amortization is optiond at the Company’s choice in the case of interim financid statements and semi-annud
financia statementswhen thereisno intent to make advance dividends payment.

The schedule of future principa amortizationsis asfollows:

In millionsof pesos
2005 2006 2007 2008 2009 2010 2011 2012 2013

Tranche A o] 123 137 274 343 371 - - -
Tranches B-A andB-B - - - - - - 519 557 190

The issuance of new notes and privately placed notes for an amount of US$ 531,870,232 and US$ 82,424,863, respectively,
were caried out under the Globd Program for the issuance of notes up to a maximum amount of US$ 800 million. The
cretion of the Globa Program was gpproved by the Ordinary Shareholders Meeting held on April 2, 2004 and authorized by
the CNV on October 28, 2004. Public trading of this issuance was authorized by the Bolsa de Comercio de Buenos Aires
("BCBA") and the Mercado Abierto Electrénico (“MAE").

Covenants:

The Company is subject to the compliance of a series of redrictions arisng from its new debt agreements which include,
among others, thefollowing:

i)  The Company may assume new debt, subject to the following covenants, among others:

a Dent for the financing of working cepitd, including shortterm financing or imports/exports financing, provided
that the aggregate outstanding amount of thiskind of debt does not exceed US$ 25 million.

b. Debt for therefinancing of the restructured debt.

c. As from December 15, 2007, the Company may assume additiond indebtedness provided that a the moment of
incurring such debt the consolidated debt ratio is lower than 3.50 for the twelve-month period starting as from that
date. This cap decreases throughout the subsequent years to reach aminimun of 3.00 in the year 2013.

d. Outstanding financid leasing obligations shall not exceed US$ 10 million at any moment.
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e. Debts rdaed to hedging or foreign currency agreements, provided that such agreements are not entered into for
speculative purposes and are required to cover or manage the risk the Company is or is expected to be exposed to
in the natural course of business.

ii)  The Company may carry out the following capital expenditures, anong others:

a  With no redrictions when reated to (i) capitd expenditures used in emegency unscheduled repars and
maintenance; (i) capitd expenditures to be financed by third parties through advance payments from clients and
(iii) capital expendituresto be financed by capital contributionsin cash or by the issuance of subordinated debt.

b. Caoitd expenditures incurred in connection with maintenance activities, up to a maximum annua amount of US$
26 million in 2004, increesng up to US$ 58 million in 2010 and subsequent years while the redtructured debt
remans outstanding. However, if in any of fiscal years the total amount of capita expenditures is lower than the
mentioned maximum amounts, the difference may be added to the maximum amount of the subsequent year.

c. Capitd expenditures not mentioned in a axd h, for an initid amount of US$ 75 million which may be incressed
when ealy amortizations of debt principd are paid based on liquidity surplus accomplished a the end of each
periodffisca year.

d. Without any redtrictions and concaning any kind of capitd expenditure as from December 15, 2008, if the
consolidated debit ratio is lower than 3.

iii) The Company may pay dividends as long as (i) the Company is not in default with its creditors (i) the early
amortization and additiond interests of Tranche B, in both casss if goplicable have been cancdled and, (jii) the
consolidated coverage ratio a the cloang of each annud or quaterly financid statement is higher than 2.70 in the fiscd
year 2005 (the minimum rises up to 3.00 for fiscd year 2009 onwards). The consolidated coverage ratio is the quotient
of the consolidated adjusted EBITDA to the consolidated interest expense (as each of those terms is defined in tre new
debt obligations for the purpose of caculating theratio).

The aggregale amount of management fee and dividends paid shdl not exceed US$ 15 million for the fiscd years 2005
and 2006, US$ 20 million for fiscd year 2007 and US$ 25 million for fiscal year 2008 and subsequent years, for as long
& the restructured debt remains outstanding.

iv) Redtriction to assats sales. TGS shdl not carry out any asset sdes unless (i) the sde operation involves a nonregulated
aset and is caried out under armsilength, (ii) the price a the transaction date is at least the fair market vaue of the
assets old and (jii) a leest 75% of the payment received by the Company is in cash or a cash equivdent. Additiondly,
the proceeds obtained from non-regulated asset sdles shdl be used to repay the new debt obligations of the Company,
unlessthey arereinvested in new assets within ayear asfrom the date of the sale transaction.

Derivative financid insruments:

Interest rate caps

In 1998, the Company entered into two treasury interest rate lock agreements with a notiona amount of US$ 200 million
asociated with the IDB loan, pursuant to which the Company locked in the rate on the US Treasury Bond a a cost between
5.66% and 5.89%. The Company settled one of the agreements in February 1999 for an amount of US$ 100 million and the
other for US$ 100 million in two ingtdlments in March and April 1999. In settlement of these agreements, the Company
made payments totaling US$ 11 million in March and April 1999. The settlement cost of these agreements hed been recorded
as “Intangible assets’ and was amortized over the term of the loan agreement as of December 15, 2004, the date at which
TGS caried out the exchange of previoudy existing debt obligations The net book vdue a that date was charged to
expense.
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REGULATORY FRAMEWORK

a) Generd framework and current tariff context:

The Company's natural gas transportetion business is regulated by Law No. 24,076 (“the Naturd Gas Act’), its
regulatory decree No. 1,738/92 and by regulations issued by ENARGAS, which is entitled, among other things, to set
the basis for the cdculaion of, monitor and approve tariffs. According to such regulatory framework, the transportation
tariffs should be cdculated in US dollas and converted into Argentine pesos as of the hilling date. The basic ges
transportation tariffs charged by TGS were established a the time of privaization and could be adjusted, subject to prior
authorization, in the following cases (i) semi-annudly to reflect changes in the US producer price index (“PPI”) and (ii)
every five years according to efficiency and investment factors determined by ENARGAS. The efficiency factor is a
reduction to the base tariff resulting from future efficiency programs while the investment factor incresses the tariffs to
compensate for future investments. Also, subject to ENARGAS approvad, tariffs could be adjusted to reflect non-
recurrent circumstances or tax changes, other than income tax.

The terms mentioned above in connection with tariff adjustments contemplated within the regulatay framework are no
longer effective since the gpprovd of the Public Emergency Law in early 2002 (the “Emergency Law”), which, among
other provisons, diminaed taiff increases based on US dollar exchange rae fluctuations, foreign price indexes or any
other indexing procedure and established a conversion rate of one peso to one US dollar for tariffs. The Emergency Law
aso granted the Executive Branch power to renegotiate contracts entered into with private utility companies, pursuant to
the framework ncluded in the Emergency Law. However, since early 2002 and s0 far up to the date of issuance of these
conolidated interim financid Statements no progress has been made in the renegotiation of the contracts - nor have
tariffs been readjusted- in spite of severa attempts by the Executive Branch to grant partid tariff increases. These tariff
increases were suspended by Court decisions on legd actions filed by consumer organizations and the Ombudsman, on
the groundsthat tariff increaseswereillegal until the contract renegotiation process was completed.

In July 2003, the Unit for Renegotiation and Assessment of Utilities Contracts (“UNIREN") was created under the joint
juridiction of the Ministries of Economy, Production, Federa Planning, Public Investment and Utilities This unit
conducts the renegotiation process of the contracts related to utilities and public works, and is entitled to reach totd or
partid agreements with the licensees and submit projects regulating the trangtory adjusment of tariffs and prices, among
other things. No progress was made in the renegotiation process untii December 2003, when the UNIREN and TGS
discussed preliminary  documents, including (i) the renegotiation guiddlines, which determined the preparation of an
agenda and a schedule for its discussons, (ii) a draft agenda was outlined in order to ded with main issues such as costs,
investment programs and financing, rates of return and tariffs, etc. and (iii) a schedule was sdttled for the renegotiaion of
the regulatory framework, which st December 28, 2004 as the deadline for the adjustment of the regulatory framework
with the approva of the National Congress.

In July 2004, UNIREN submitted to TGS a proposa for the adjustment of the contractual terms and conditions of its
License, which provides for, among other things, a tariff increese of 10% effective as from January 2005, an overdl tariff
review to come into force since 2007 and the resignation from any clam or lawsuit in connection with the effects of the
Emergency Law No. 25561 prior to the coming into effect of the agreement, as well as keeping unharmed the Argentine
Government from any claim or lawsuit that could prosper related the same cause.

As this proposa differed from discussons TGS previoudy had with UNIREN, TGS regected it choosing instead to seek
to reech an overdl agreement with UNIREN by the end of 2004 (in line with what had been originaly outlined by
UNIREN in the “Prdiminary Renegotiation Guiddines’) and to carry out the respective process of approva during the
first semester of 2005.

On March 10, 2005, UNIREN cdled for a public hearing, which was held on April 27, 2005, to discuss its proposa
presented in July 2004. During the hearing, UNIREN reeffirmed its offer of a 10% tariff increese and propose to
anticipate the process of the overdl tariff revisons, so that the resulting tariff adjustments will come into force during
2006. Regarding the resignation to the clams, the UNIREN outlined a first stage that included the postponement of the
potentid claims, prior to the coming into effect of the agreement and, afterwards, the resignation to any cdam or lawsuit,
holding the indemnity to the Argentine Government. TGS stated, regarding the origind proposd, that it is imperaive to
negotiate an overal agreement and, since some points of the UNIREN proposd required to be improved, TGS expressed
its willingness to continue discussing it. As of the date of the issuance of these financid statements, TGS has not received
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any formd proposa which reflects what was stated by the UNIREN in the Public Hearing, nor the suggestions made by
the Company in order to improve the original proposal.

The Executive Branch, through Decree No. 180/04, among other meesures, established the crestion of a Gas Electronic
Maket (“MEG”) with the purpose of improving the transparency of financial and operating performance, the
coordination of daily transactions both of the gas spot and the transportation and didribution secondary markets dong
with the shaping of efficient prices through offer and demand free interaction. To that purpose, al firm trangportation
capacity non-dlocated for the following day shdl be marketed through the MEG and the proceeds from that capecity sae
will be used a the Energy Bureau’s criteria Non-alocated capacity includes remaining capacity not used in any of the
transportation systems or pipelines. This implies that TGS is bound to offer daily non-alocaed capacity that complies
with this condition in the MEG, which might have a material impact on the Company’s interruptible transportation
revenues

The NGL production and commercidization and other services segment are not regulaed by ENARGAS, and as
provided in the Transfer Contract, are organized as divisons within the Company and maintain sSeparate accounting
information.

The License dipulates, among other redtrictions, that the Company may not assume debts of CIESA, or grant credit,
encumber its assets or grant any other benefit to CIESA’ s creditors.

Expansion of the gas trangportation system

In light of the lack of expansons of the naturd gas trangportation system over the last years (as a consequence of the
“pesfication” of tariffs and the fact that the renegotiation of the license is dill pending) and a growing gas demand in
certain segments of the Argentine economy, the Argentine Government established - through Executive Branch Decree
N° 180/04 and Resolution N° 185/04 issued by the Ministry of Federa Planning, Public Invesment and Utilities- the
framework for the creation of a Trust Fund which would finance gas transportation system expansions.

In June 2004, TGS submitted to the Energy Bureau a project for the expanson of the San Martin pipdine transportation
capcity for approximately 2.9 MMm3/d. This project involves the construction of approximately 509 km of pipeline
and a 30,000 HP compression capacity increase through the condruction of a compressor plant and the revamping of
some compressor units. TGS conducted an Open Bidding to dlocate biddings for the 2.9 MMm3/d capacity and started
abidding process for the purchase of pipeline on account of the Trust Fund.

On November 3, 2004, TGS, the Executive Branch, Petrobras Petrdleo Brasiléro SA. and Nacion Fideicomisos SA.,
among others, dgned an agreement to carry out the expandon. On November 25, 2004, this agreement was ratified
through Decree No. 1,658/04 by the Executive Branch. On February 16, 2005, the ENARGAS together with the Federa
Energy Bureau awarded civil works contract for the expansion.

As of March 31, 2005 TGS recorded under “Other current receivables’ US$ 17.3 million for guarantee deposts paid to
the pipe supplier, in order to maintan the price and delivery terms of the Bid offered by the supplier. This amount will
be rembursed to TGS once the supplier receives the payment from the Trus Fund, which depends principaly on
obtainingaloan from aforeign bank. In February, 2005 thefinancia entity approvedsuch loan.

Essentid assets

A subgantid portion of the assets transferred by GdE has been defined as essentid for the performance of the gas
trangportation service. Therefore, the Company is required to segregate and maintain these assats, together with any
future improvements, in accordance with certain standards defined in the License.

The Company may not, for any reason, dispose of, encumbe, lease, sublease or loan essentid assets nor use such assets
for purposes other than providing the licensed service without the prior authorization of ENARGAS. Any expansion and
improvement that the Company may make to the gas pipeine system &fter the takeover may only be encumbered to
secure loans that have aterm of more than one year to finance new expansions and improvementsto the licensed service.
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Upon expiration of the License, the Company will be required to transfer to the Argentine Federal Government or its
designee, the essentid assets ligted in the updated inventory as of the expiraion date, free of any debt, encumbrance or
attachment, receiving compensation equal to thelower of the following two amounts:

i) the net book value of the essentid assets determined on the basis of the price paid by the acquiring joint venture, and
the origind cost of subsequent investments carried in US dollars and adjusted by the PPI, net of accumulated
depreciation according to the caculation rules to bedetermined by ENARGAS; or

ii) the net proceeds of anew competitive bidding.

COMMON STOCK AND DIVIDENDS
a) Generd

The Company was incorporated on November 24, 1992 with a capital stock of Ps. 12. The fird Generd Ordinary and
Extraordinary Shareholders Meeting held on December 28, 1992, agpproved an irrevocable capital contribution against future
share subscriptions which, in Argentine pesos as of that date, amounted to Ps. 794,483. Since the inventory of the assets
trandferred had not yet been completed, the shareholders adso decided to increase common sock through the partia
capitdization of this contribution which, in Argentine pesos of that date, amounted to Ps. 557,297. Once the inventory of the
assats transferred was completed, the Generd Ordinary Shareholders M egting held on March 24, 1994 gpproved the
capitdization of the baance of the irrevocable contribution against future share subscriptions. Thus, common stock was
increased by Ps. 237,186 to atota of Ps. 794,495 in Argentine pesos of that date.

Asof March 31, 2005the Company’s common stock that has been subscribed, paid in and issued is comprised asfollows:
Classesof stock.

Common stock, nomind vaue Ps. 1 per share, one vote per share

Class “A” COMMON SNAMES .......ceeveeereerreteeeeee et sesenas 405,192,594
Class “B” COMMON SNAIES ... s sssssaes 389,302,689
Tota common shares 794,495,283

The Argentine Government initidly held a 27% shareholding interest in the Company represented soldy by cdass “B”
shares. Such cdass “B” commm shares were sold in two dages: (i) a subdantia part in 1994 through a locd and
international public offering (outsde Argenting, the shares were offered in the form of ADSs representing five shares eech;
the ADSs issued in the United States of America are SEC registered and traded on the New York Stock Exchange) and (ii)
the remainder, representing gpproximaedy a 2% shareholding interest in the Company, to loca and foreign investors during
1996.

The Company is obligated to maintain the authorizetion to offer the Company’s common stock to the public and the

corresponding  authorization for the shares to be liged on the Argentine Republic’'s authorized securities markets for a
minimum period of 15 years from the respective dates on which such authorizations were granted.

b) Limitation on the transfer of the Company's shares

The Company's by-laws provide that prior approval of ENARGAS and the unanimous approval of CIESA’s shareholders,
under agreements among them, must be obtained in order to transfer Class “A” shares (representing 51% of common stock).
The Bid Package states that approva of ENARGAS will be granted, provided that:

- The sde covers 51% of common stock or, if the proposed transaction is not a sde, the transaction that reduces the
shareholding will result in the acquisition of ashareholding of not less than 51% by another investment company; and
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- The applicant provides evidence to the effect that the transaction will not impar the operating qudity of the licensed
srvice

In the cae of shareholders of CIESA who have qudified due to the equity, guarantee and/or technica background of ther
respective parent companies, the sde of shares representing the capital of such subsidiaries by the respective ultimate, direct
or indirect parent companies, and/or the cessation of management running the Company, requires the prior authorization of
ENARGAS.

In case the Company wishes to reduce its capitd, redeem its shares or didtribute any part of its equity, except for the
payment of dividends, in accordance with the provisons of the Argentine Business Associations Law, it requires prior
authorization from ENARGAS.

¢) Redtrictionson digtribution of retained earnings

Under current Argentine legd reguirements and CNV dandards, 5% of each fiscd year net income must be gppropriated
into a legal reserve, provided that there is no ungppropriated retained deficit. In such case, the 5% should be cdculated on
ay excess of the net income over the ungppropriated retained deficit.  This gppropriation is legdly binding until such
reserve equas 20% of the amount which results from the sum of the “Common stock nomind vaue’ and the baance of
“Cumulative inflation adjustment to common stock”.

In addition, the bydaws provide for the issuance of Profit Sharing Vouchers as defined in Article 230 of the Argentine
Business Associations Law, which Vouchers entitle al regular employees to share in 0.25% of the Company’s net income
for each year.

Furthermore, the Company is subject to certain redrictions for the payment of dividends, which were contemplated in the
new debt agreements. (For further information, see Note 6- Covenants).

9. LEGAL AND REGULATORY MATTERS

a) In April 1996, GdE filed a legd action againgt the Company for Ps. 23 million, which is the amount GJE clams as a
reimbursement for the cost of congtruction of two compressor plants currently in operation on the Company’'s pipdine. TGS
had denied such clam on the grounds that it owes no money to GdE &s it acquired rights over these compressor plants as
part of its overal purchase of the pipeline assets in the 1992 privatization. At the end of February 2000, a first judgment was
pronounced upholding GdE's clam for Ps. 23 million plus interest (cdculated a the "passive rate' set by the Argentine
Centrd Bank Circular No. 14,290 from the date GdE paid the above-mentioned purchase orders) and litigation expenses. In
August 2001, the Chamber of Appeds partidly confirmed the first judgment and ordered the Company to pay the fair vaue
of such plants based on an expert’s assessment to be peformed. The Company has recorded such plants as "Property, plant
and equipment, net’, vaued a Ps 43 million based on the replacement cost of smilar compressor equipment. The
Chamber of Appeds has decided to defer the payment of the litigation expenses until the compressor plants fair vaue
resulting from the expert’s assessment is determined. In October 2001, the Company filed an ordinary and extraordinary
goped before the Supreme Court of Jugtice (“SCJ') againg such judgment. In August 2003, the SCJ sustained GdE's clam
and ordered TGS to pay the market price of the compressor plants at the date in which they were added to TGS assets
(amount to be determined by a court gppointed expert) plus interest and litigation expenses. The court-gppointed experts
asesed the price of the compressor plants a approximately Ps. 13.2 million. In September 2004, the court of origina
jurisdiction ordered TGS to pay the amount determined by the experts plus VAT, interets and court expenses. As of
December 31, 2004, TGS recorded a provison of Ps. 60 million, which was estimated consdering the amount determined
by the judge. Thus, the Company has appedled the decison.

On January 14, 2004, TGS sgned an agreement with the UNIREN through which TGS will carry out the expansion of the
Cordillerano Pipeline. The cost of the expanson will be taken as a payment on account of the find amount to be paid as a
consequence of the outcome of the lavsuit described above. Therefore, the cost of the works was recorded under “Other
Lighilities’, offsetting the provison mentioned in the last paragraph. The Argentine Government owns such assets and
granted their right of use to TGS, who will have to operate and maintain such assets until expiration of the License. On July
29, 2004, the Executive Branch, through Decree No. 959/04, ratified the agreement mentioned above.
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b) As of the date of issuance of these consolidated interim financid statements GdE directly or through ENARGAS, has not
fulfilled the obligations st forth in the Transfer Agreement and in the License in accordance to which it is responsble,
during the five-year period ending on December 31, 1997, for the registering of the essements rdating to the transferred
pipeline system which have not yet been properly registered, and for related payments to property owners of any required
easements. In order to fulfil its capita expenditures program related to the system integrity and public safety required by the
License, the Company has entered into essement agreements with certain landowners and paid relaed amounts.
Consequently, the Company filed aclaim against GdE to recover the amounts paid.

On October 7, 1996, the Executive Branch, through Decree No. 1,136/96, crested a contribution fund, as specified in the
License, to assume GdE's obligations for paying essements and any other compensation to land owners for an initid five-
year period, beginning with the privatization and ending on December 28, 1997. ENARGAS manages the above-mentioned
fund, which is financed by a specia charge included in the transportation rates and reéimbursed to ENARGAS. TGS heas filed
an adminigrative cdam agant GAEENARGAS requesting reimbursement for the amounts paid in connection with
easements related to facilities existing prior to December 28, 1992. In December 1997, ENARGAS declared that it would
dlow the reimbursement of the useful expenses, as determined by the Government, derived from essements. As of Mach
31, 2005 the amount of such reimbursement is approximately Ps. 4.2 million. The Company expects to fully recover the
amounts paid, based on itsrights derived from the License.

c) The Company is a party to certain clams brought by the Tax Bureau of the Provinces of Rio Negro and La Pampa pursuing
the collection of stamp taxes which, according to the tax dam, would be agpplicable over gas transportation contracts and
sarvices offer letters between TGS and its shippers. The amount claimed totals Ps. 506 million (incuding fines and interest
cdculated a the date of each claim).

In both cases, TGS filed adminigtrative appeds before the Tax Bureau of each province. Afterwards, the Company filed a
declaratory action before the SCJ, requesting the court to rule regarding the legitimacy of the Tax Bureaus dams. The SCJ
granted injunctions to prevent the Provinces from attempting to collect the aforementioned taxes until a find ruling is issued
on the subject. At the date of the issuance of these consolidated interim financid statements, the Tax Bureau of Ho Negro
has rejected the apped sfiled by TGS. The Company is now awaiting afinal ruling from the SCJ.

Notwithstanding the &ove, the Company’s management considers tha the transportation  contracts and offers are not
subject to the provincid damp taxes mentioned above Management believes that if the contracts were reached by these
taxes, this circumstance should be consdered as a change in the interpretation of the tax law, and its impact should be
reflected in a tariff adjustment according to relevant regulations which permit such process. ENARGAS has daed that the
clamsfor stamp tax lack merit and are therefore unlawful.

Similar claims were filed by the Tax Bureaus of Santa Cruz, Chubut and Neuguén. Additiondly, there is dso a stamp tax
clam from the Tax Bureau of Neuquén related to the Share Transfer Contract subscribed in the privatization of GdE and the
Technical Assistance Agreement.

In April 2004, the SCJ declared inadmissible the Province of Santa Cruz's tax claims. This decison by the Supreme Court
sts a maerid judicid precedent for the resolution of the rest of the cdams, which are smilar to the one filed by the
Province of Santa Cruz.

On June 7, 2004, the Provincid Executive Branch of Neuquén issued Decrees N° 1,133 and 1,134 which upheld the appeds
filed by TGS in connection with the contracts transferred by GdE and the Technica Assgtance Agreement, making void the
provincid Tax Bureau’'s clams in those cases. Both Decrees were presented in the legal files of the proceedings and a find
decision by the SCJistill pending.

In July 2004, the Tax Bureau of the Province of Chubut withdrew its administrative motions through Resolution N° 198/04,
in view of the SCJ pronouncement. This Resolution was ratified in August 20, 2004, through Resolution N° 143 of the
Ministry of Economy and Credit of the Province of Chubut, which granted the appedlsfiled by TGS.

d) In the framework of the Tax Agreement subscribed by the Nationa Government and the Provinces in 1993, and as from the
enactment of provincid Law No. 11,490, NGL sdes benefited from the turnover tax exemption in the province of Buenos
Aires. In September 2003, the Tax Bureau of the Province of Buenos Aires through overruling Resolution N° 4,560/3,
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denied the exemption and requested the payment of the tax related to revenues accrued as from the year 2002. In October
2003, TGS filed an adminidrative apped before the Tax Court of the Province of Buenos Aires, the resolution is ill
pending as of the date of the issuance of these consolidated interim financia satements. In November 2004, TGS was
served notice of the starting of a process of liability assessment. As of March 31, 2006, TGS recorded a provison of Ps. 13
million in connection with thisissue.

e In June 2004, the ENARGAS fined TGS for Ps. 1.9 million (including interest) in connection with the delayed payment of
the Easement Contribution Fund. Although a provison was recorded for the amount, TGS filed an apped againg this
penalty.

f)  On October 21, 2002, the Adminigtrecion Federd de Ingresos PUblicos (the Argentine Internd Revenue Service or “AFIP’)
formalized a clam againgd TGS through a ligbility assessment of Ps. 5.6 million (induding interest) related to the omission
of contributions to the Registro Naciond de Segurided Sodd (the Argentine Socid Security Bureau) in connection with
personnel that the AFIP considered fully employed by TGS. In order to be able to file an apped before the AFIP, the
Company had to deposit the amount clamed (recorded under Other current receivables), which would be reimbursed to TGS
in caxe the Company receives a favorable ruling. In December 2004, the Camara Federd de Seguridad Socd (Sodid
Security Federd Chamber) ruled in favor of TGS, ingructing the AFIP to reimburse the deposited amount to TGS.
Considering the fact that AFIP didn't appeal the sentence mentioned above, & of March 31, 2005 TGS booked the reversd
of thedlowance in“ Other expenses, net” .

In addition to the matters discussed above, the Company is a party to certain lawsuits and adminigtrative proceedings arising in the ordine
course of business.

Although no assurances can be given, the Company believes there are meritorious defenses, which will be asserted vigoroudy to chalenge
dams. If the potentid loss from the cam a proceeding is considered probable and the amount can be reasonably estimated, ligbility
recorded. Management believes that possble liabilities from these clams in excess of amounts dready accrued will not have a mate
adverse effect on the Company’ s consolidated financia position or results of operations.

10. BALANCESAND TRANSACTIONSWITH RELATED COMPANIES

In late 1992, TGS entered into the Technica Assstance Agreement with Enron Pipdine Company Argentina SA. (“EPCA”), in
compliance with the provisons of the Bid Package and the Transfer Contract. The term of the Technical Assistance Agreement is
for eght years from December 28, 1992, renewable automaticaly upon expiration for additiond eight-year periods. The
Settlement Agreement mentioned in Note 1 includes a term which provides for the assgnment of the Technicd Assistance
Agreement in favor of Petrobras Energia This transfer, which was approved by ENARGAS in June 2004, wa carried out on July
15, 2004. As from that date, Petrobras is in charge of  providing services related to, among others, the operation and maintenance
of the gas trangportation system and related facilities and equipment, to ensure that the performance of the system is in conformity
with international standards and in compliance with certain environmenta standards. For these sarvices, the Company pays a
monthly fee based on the higher of : a percentage of certain defined income of the Company or a specified fixed annua amount.

As of March 31, 2005 and December 31, 2004, the outstanding bdance corresponding to senior management compensations
amounted to Ps. 135 and Ps. 108 respectively. On the other hand, the accrued amount for such compensations as of March 31,
2005 and 2004 was Ps. 72 and Ps. 32 respectively.
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The detail of dgnificant outstanding balances for transactions entered into by TGS and its related parties as of March 31, 2005
and 2004 isasfollows

March 31, 2005 December 31, 2004
Accounts Accounts Accounts Accounts
Company receivable payable receivable payable

Controlling shareholders:

EPCA - - 20 -

CIESA 37 - 37 -

Petrobras Energia 5,853 1593 5,223 5,967

Petrobras 8,562 - 27,073 -
Main affiliates-significant influence:

Link 259 - 173 -

TGU 103 - 52 -

EGS 182 4 3,449 1,181
Other related companies:

AreaSantaCruz Il U.T.E. 137 - 134 -

Quintanay Otros U.T.E. 633 - 946 -

Refinor SA. 811 - 595 -

WEB SA. 606 - 915 -

Petrolera Santa Fe SA. 80 - 80 -
Total 17,263 1597 38,697 7,148

The detail of significant transactions with related parties for the three-month periodsended March 31, 2005 and 2004 is asfollows:

Three-month period ended March 31, 2006

Revenues
Revenues
NGL production Compensation for
Gas and Gas Sdaiesand for technicd adminigtrative
Company trangportation  commercidization  Other sarvices purchase Wages assgtance SaViEs

Controlling shareholders:

EPCA - - - - 3 - 21

CIESA - - - - - 31

Petrobras Energia 6,527 5,832 3,98 155 - 7,875

Petrobras - 80,487 - - - -
Main affiliatessignificant
influence:

Link - - 214

TGU - - 164

EGS - - 307
Other related companies:

Refinor SA. - - 476

Quintanay Otros U.T.E 775 -

WEB SA. 747 -

AreaSantaCruz Il U.T.E. - - 37 - - - -
Total 8,049 86,319 5,486 155 3 7,875 52
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Three-month period ended March 31, 2004

Revenues

Revenues
NGL production Compensation for
Gas and Gas Sdaries and for technicd adminigrative
Company trangportation  commercidization  Other sarvices purchase wages assgtance Ssavices

Contralling shareholders:
EPCA - - - - B 8,637 21

CIESA - - - - - 31

Petrobras Energia 6,190 8,353 4,062
Petrobras - 110,843 -

Main affiliatessignificant
influence:
Link - - 207

TGU - - 349

Other related companies:

Petrolera Santa Fe SA. - - - 158
Refinor SA. - - 61 -

Quintanay Otros U.T.E. 77

WEB SA. 745

AreaSantaCruz Il UT.E. 317

Total 7,712 119,196 5486 158 B 8637 52

11 SUBSIDIARY AND AFFILIATES
Telcosur:

In September 1998, TGS's Board of Directors approved the creation of Telcosur, whose purpose is the rendering of
telecommunication services, assuring the optima utilization of TGS's tdecommunication system. TGS's equity interest in such
company is 99.98% and the remaining 0.02% is held by EPCA. On October 22, 1998, the Governmenta Regulatory Agency of
Corporations approved the incorporation of this company.

On February 16, 1999, the regulatory agency (The Federd Communication Bureau), through Resolution No. 3468, granted a
license to Telcosur to provide data transmisson and vaue added tdecommunication services in Argentina. By the end of 1999,
Telcosur obtained from the Nationd Communication Commission the rights for most of the frequencies necessary for its
operations. On July 1, 2000, T el cosur began operaions.

Link:

Link was created in February 2001, with the purpose of the ownership, construction, and operation of a naturd gas transportation
system, which will link TGS's gas transportation system with Cruz del Sur S.A. pipdine. The connection pipdine will be
extended from Buchanan, located in the high-pressure ring that surrounds the city of Buenos Aires, which is part of TGSs
pipeline system, to Punta Laa TGS's ownership interest in such company is 49% and Dinarel SA. holds the remaining 51%.
Total common stock amountsto Ps. 12.

TGU:

On October 3, 2003, the corporate name of the subsidiary company was changed from Isonil to Transportes y Servicios de Gas en
Uruguay SA., which was registered with the Uruguayan Nationa Board of Trade.

In September 2002, TGS invested Ps. 5 in the acquisition of a 49% equity interest in TGU, a company incorporated in Uruguay.
The company’s corporate purpose is the rendering of services of operdion, inspection, and assstance in case of emergencies in
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gas transportation or digtribution systems, as well as the congtruction of pipelines and other services related to natural gas and its
asociated produds. This company renders operation and maintenance services to Cruz dd Sur SA. pipeine in the Uruguayan

pipelinetranche.

EGS

In September 2003, EGS, a company registered in Argenting, was incorporated. The common sock of EGS amounts to Ps. 12,
and the ownership is distributed between TGS (49%) and TGU (51%). The main business of EGS is the construction, ownership
and operation of the pipeline which will connect TGS's main pipeline system in the Province of Santa Cruz with a delivery point
on the border with Chile.

Rafadl Fernandez Morandé
President



TRANSPORTADORA DE GAS DEL SUR SA. AND ITS SUBSIDIARY

EXHIBIT A
CONSOLIDATED INTERIM BALANCE SHEETS AS OF MARCH 31, 2005 AND 2004
PROPERTY, PLANT AND EQUIPMENT, NET
(Stated in constant thousands of Argentine pesos as described in Note 2.b.)
2005 2004
Origina Cost Depreciation
Accumulated at Expense for the period Accumulated
Beginning End of the beginning a theend Net Net
Main Account of the year Additions Retirements Transfers period of theyear Retirements Transfers Amount Rate % of the period book value book value

Pipelines 3,194,734 - - 4,860 3,199,594 567,555 - - 19,339 1 22 586,894 2,612,700 2,681,651
Compressor plants 1,050,128 - - 7,605 1,057,733 314,463 - - 10,253 (1) 33a25 324,716 733,017 730,654
Other industrial plants 104 - - 30 134 17 - - 1 (1) 33 18 116 84
Stations of regulation and/or
measurement of pressure 108,537 - - 288 108,825 33,991 - - 1,070 @ 4 35,061 73,764 76,853
Other technical installations 16,534 - - - 16,534 8,412 - - 373 (1) 67 8,785 7,749 9,020
Subtotal assets related to
gas transportation service 4,370,037 - - 12,783 4,382,820 924,438 - - 31,036 - 955,474 3,427,346 3,498,262
Assetsrelated to gas
upstream service 117,024 - - 210 117,234 48,285 - - 1,955 22a25 50,240 66,994 72,995
Assets related to NGL
production and commercialization service 450,333 - - 6,519 456,852 207,115 - - 5,759 (1) 59 212,874 243,978 257,575
Lands 5,627 - - - 5,627 - - - - - - 5,627 5,627
Buildings and civil constructions 131,500 - - 6,722 138,222 36,148 - - 1,207 2 37,355 100,867 96,846
Installation in buildings 4,735 - - - 4,735 1,432 - - 55 4 1,487 3,248 3,375
Machinery, equipment and tools 31,979 51 - - 32,030 21,873 - - 619 6.7a20 22,492 9,638 8,982
Computers and Telecommunication systems 219,116 - - 717 219,833 123,269 - - 3,020 6.7a20 126,289 93,544 105,689
Vehicles 13,898 4 - - 13,902 11,406 - - 201 10y 20 11,607 2,295 1,992
Furniture 12,633 - - - 12,633 10,792 - - 46 10 10,838 1,795 1,919
Capitalization of exchange loss (1) 177,272 - - - 177,272 23,544 - - 1,882 1 42 25,426 151,846 159,369
Materials 102,108 8,621 4,292 (507) 105,930 650 - - - - 650 105,280 93,001
Line pack 13,679 - - - 13,679 1,614 - - - - 1,614 12,065 12,065
Worksin progress 73,190 20,044 - (26,444) 66,790 - - - - - - 66,790 55,294
Advances to suppliers of property,
plant and equipment 5,585 14,416 - - 20,001 - - - - - - 20,001 7,301

Total 2005 5,728,716 43,136 4,292 - 5,767,560 1,410,566 - - 45,780 1,456,346 4,311,214

Total 2004 5,638,095 19,720 3,032 (2) - 5,654,783 1,229,627 164 - 45,028 1,274,491 4,380,292
(1) See Note 2.h).

27

Rafael Fernandez Morandé

President



TRANSPORTADORA DE GASDEL SUR SA. AND ITS SUBSIDIARY EXHIBIT B

CONSOLIDATED INTERIM BALANCE SHEETS AS OF MARCH 31, 2005 AND 2004

INTANGIBLE ASSETS, NET

(stated in thousands of constant Argentine pesos as described in Note 2.b.)

2005 2004
Origina cost Amortization
Accumulated Expense for the period Acummulated at
Beginning End of at beginning theend Net Net
Deferred charges of the year Additions Decreases the period of the year Decreases Amount Rate % of the period book value book value
Organization, pre-operating costs,
cancellation costs of commitments
assumed under the Transfer Contract
and other costs (] 66,974 - - 66,974 56,628 - 2,587 (3) 4 59,215 7,759 18,104
Settlement costs of hedges of
anticipated transactions 2 - - - - - - - (4) - - 10,327
Global Programs and notes issuances costs - - - - - - - (4) - - 22,557
License acquisition costs 1,173 - - 1,173 234 - 59 (3) 4 293 880 1,153
Total 2005 68,147 - - 68,147 56,862 - 2,646 59,508 8,639
Total 2004 125,471 3,932 - 129,403 72,905 - 4,357 77,262 52,141

(2) Includes the cost of the Voluntary Retirement Program of 1993, accepted by 463 employees, for approximately Ps. 26,647.
(2) See Note 6.

(3) Included in "Operating costs". See Exhibit H.

(4) See Note 2.i).

Rafael Ferndndez Morandé
President
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NON CURRENT INVESTMENTS

(Stated in thousands of Argentine pesos, as described in Note 2.b.)

EXHIBIT C

2005 2004
Issuer information
Description of securities
Last financia statements issued
Face Amount Cost Book value Main Date Common Net income Shareholder's % of Common Book value
Name and issuer value business stock (loss) for equity Stock
the year
Pipeline’s

GasLink SA. $1 5,880 3,315 411(1) construction 12/31/04 6,683 (2) 626 12,715 49.00 195 (1)

and operation services
Transportey Servicios de Gas en
Uruguay SAA. Ps. Uru. 1 196,000 5 220(3) Maintenance 12/31/04 28 76 394 49.00 206 (3)
Emprendimientos de Gas $1 5,880 6 (79) (4) Pipeling’s 12/31/04 12 (155) (162) 49.00 (75) (4)
del Sur SA. construction

and operation services

552 326

(2) Includes the elimination of intercompany profits. See Note 2.f).
(2) Includes irrevocable capital contribution for Ps. 6,657 against future shares issuance.
(3) Includes the proportional participation in the "Currency translation adjustment" of the financial statements of the company.

(4) Disclosed in "Other Liabilities'.

Rafael Fernandez Morandé
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EXHIBIT D

TRANSPORTADORA DE GASDEL SUR SA.AND ITS SUBSIDIARY

CONSOLIDATED INTERIM BALANCE SHEETS AS OF MARCH 31, 2005 AND DECEMBER 31, 2004
CURRENT INVESTMENTS

(Stated in thousands of constant Argentine pesos as described in Note 2.b.)

03/31/2005 12/31/2004
Government bondsin local currency 96 96
Mutual fundsin local currency 34,428 8,010
Bank account in foreign currency 3,625 882
Bank account in local currency 2,200 8,550
Mutual fundsin foreign currency 344,621 308,239
Tota current investments 384,970 325,777

Rafael Fernandez Morandé
President

30



TRANSPORTADORA DE GASDEL SUR S.A. AND ITS SUBSIDIARY

CONSOLIDATED INTERIM BALANCE SHEETS AS OF MARCH 31, 2005 AND 2004

ALLOWANCES AND PROVISIONS

(Stated in thousands of Argentine pesos as described in Note 2.b)

Main account

Deducted from assets

Allowance for write-down off of government bonds

Allowance for doubtful accounts

Allowance for deferred tax assets

Included in liabilities

Provision for contingencies (1)

(1) Such provision isincluded under "Other ligbilities'.

2005
2004

2005
2004

2005
2004

2005
2004

EXHIBIT E

Beginning Additions Decreases End of

of the year the period
8,294 - (4,343 3,951
920 - - 920
1,542 - - 1,542
245,911 - (36,281) 209,630
334,325 - (41,470 292,855
21,081 - (5,814) 15,267
8,511 - - 8,511
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EXHIBIT F

TRANSPORTADORA DE GASDEL SUR SA. AND ITS SUBSIDIARY

COST OF SALES FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

(Stated in thousands of constant Argentine pesos as described in Note 2.b.)

Inventories at the beginning of the year (1)
Natural gas purchases (1)

Operating costs (Exhibit H)

Inventories at the end of the period (1)

Cost of sales

(2) Includes natural gas used in the NGL production.
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2005 2004
5,501 5,454
32,397 33,540
80,087 78,081
(5,787) (3,642
112,198 113,433

Rafael Fernandez Morandé
President



TRANSPORTADORA DE GASDEL SUR S.A. AND ITS SUBSIDIARY

CONSOLIDATED INTERIM BALANCE SHEETS AS OF MARCH 31, 2005 AND DECEMBER 31, 2004

FOREIGN CURRENCY ASSETS AND LIABILITIES

(Stated in thousands of constant Argentine pesos as described in Note 2.b)

EXHIBIT G

03/31/05 12/31/04
Foreign currency Exchange Amount Foreign currency Amount
and amount rate inlocal and amount inlocal
(in thousands) currency (in thousands) currency
CURRENT ASSETS
Cash and depositsin banks uss 457 2877 (1) 1,315 uss 2,578 7,577
Investments, net USss$ 121,045 2.877 @ 348,246 USss$ 105,179 309,121
Trade receivables, net USs$ 14,178 2.877 @ 40,790 Uss$ 22,328 65,622
Other receivables USs$ 23,331 2.877 @ 67,123 USs$ 28,930 85,025
457,474 467,345
NON CURRENT ASSETS
Trade receivables USs$ 7,506 2.877 @ 21,594 USs$ 8,120 23,865
Other receivables USs$ 2,933 2.877 @ 8,438 uss 3,252 9,558
Property, plant and equipment, net uss 3,560 2877 (1) 10,242 uss 1,333 3,918
XEU 667 37318 (1) 2489  XEU - -
42,763 37,341
500,237 504,686
CURRENT LIABILITIES
Accounts payable Uss 3,683 2917 (2 10,743 Uss 6,293 18,747
Loans USs$ 46,418 2917 2 135,401 USs$ 49,707 148,077
Other liabilities uss 222 2917 (2 648 uss 222 661
146,792 167,485
NON CURRENT LIABILITIES
Accounts payable Uss 6,645 2917 (2 19,383 Uss 3,730 11,112
Loans Uss 857,560 2917 2 2,501,502 Uss 863,645 2,572,800
2,520,885 2,583,912
2,667,677 2,751,397

(1) Buying exchange rate as of March 31, 2005.
(2) Selling exchange rate as of March 31, 2005.

USS$: United States of Americadollars
XEU: Euros
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President



TRANSPORTADORA DE GAS DEL SUR SA AND ITS SUBSIDIARY

INFORMATION REQUIRED UNDER ART 64, PARAGRAPH |, CLAUSE b) BUSINESS ASSOCIATIONS LAW
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2005 AND 2004

Accounts

(Stated in thousands of constant Argentine pesos as described in Note 2.b.)

Exhibit H

Sdlaries, wages and other contributions
Social security taxes

Compensation to Directors and Statutory Audi
Professional services fees

Technical operator assistance fees
Materials

Third parties services
Telecommunications and post expenses
Rents

Transports and freight

Easements

Offices supplies

Travels

Insurance

Property, plant and equipment maintenance
Depreciation of property, plant and equipment
Amortization of intangible assets

Taxes and contributions

Advertising

Banks expenses

Interests expenses

Foreign exchange gain

Other expenses and financial charges
Costs for services rendered to third parties
Transactionsamong business segments
Other expenses

Total 2005

Total 2004

2005 2004
Operating Costs
Regulated Non Regulated Administrative Selling expenses Financial
Total Activities Activities expenses expenses Tota

9,412 5,160 2,143 1,483 626 - 9,665
2,244 1,198 426 478 142 - 2,150
t Committee 86 - - 86 - - 48
1,295 20 48 1,203 24 - 748
7,875 3,071 4,804 - - - 8,636
987 341 646 - - - 980
1,042 291 554 197 - - 758
464 48 32 369 15 - 463
69 12 49 7 1 - 143
391 230 159 2 - - 390
1,773 1,773 - - - - 1,688
178 22 16 138 2 - 114
202 9 41 45 20 - 251
2,619 1,391 896 332 - - 2,671
4,780 2,978 1,711 89 2 - 5,815
45,780 34,660 10,528 592 - - 45,028
2,646 2,345 301 - - - 4,357
14,668 1,195 349 10 13114 - 9,332
23 - - - 23 - 36
60 - - 53 7 - 66
50,113 - - - - 50,113 54,961
(57,074) - - - - (57,074) (68,866)
3,104 - - - - 3,104 2,660
2,384 - 2,384 - - - 288
- (1,522) 1522 - - - -
545 128 41 263 113 - 1,006

95,666 53,437 26,650 5,347 14,089 (3,857)
53,350 24,731 5,893 8,909 (9,495) 83,388

Rafael Fernandez Morandé

President
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EXHIBIT |
TRANSPORTADORA DE GASDEL SURS.A. AND ITS SUBSIDIARY

CONSOLIDATED INTERIM BALANCE SHEET AS OF MARCH 31, 2005

DETAIL OF MATURITIES OF INVESTMENTS, RECEIVABLES AND LIABILITIES

(Stated in thousands of Argentine constant pesos as described in Note 2.b.)

Other
Investments (1)  Receivables (2) Debt (3) liahilities (4)
Without specified maturity - 180,239 - 57,628
With specified maturity
* Past due
Until 03-31-04 - 1,076 1,647 -
From 04-01-04 to 06-30-04 - 298 - -
From 07-01-04 to 09-30-04 - 6,420 - -
From 10-01-04 to 12-31-04 - 848 - -
From 01-01-05 to 03-31-05 - 8,839 - -
Total past due - 17,481 1,647 -
* Non-due:
From 04-01-05 to 06-30-05 384,970 173,257 39,279 85,855
From 07-01-05 to 09-30-05 - 1,083 31,600 874
From 10-01-05 to 12-31-05 - 5,670 31,573 1,069
From 01-01-06 to 03-31-06 - 3,509 31,532 2,380
During 2006 (rest of the year) - 6,031 100,268 2,844
During 2007 - 4,585 139,485 4,071
During 2008 - 2,354 274,923 4,415
During 2009 - 2,111 350,062 4,786
From 2010 onwards - 7,104 1,636,764 3,267
Total non-due 384,970 205,704 2,635,486 109,561
Total with specific maturity 384,970 223,185 2,637,133 109,561
Total 384,970 403,424 2,637,133 167,189

Includes mutual funds and bank accounts. Such investments bear floating interest rates.

Includes trade receivables and other receivables, without the allowance for doubtful accounts. Said credits do not bear interests, except for Ps. 20,386 which bear interests at 5.52%
semiannually rate and Ps. 49,795 which bear interests at 7% annualy rate. From the total credits without specific maturity, Ps. 3,173 correspond to current assets and Ps. 177,066 to
non current assets.

Past due financial 1oans corresponds to existing debt obligations that were not exchanged for new debt obligations as it is mentioned in Note 6.

Corresponds to the total non financial liabilities, except for provisions for contingencies. Other liabilities without specified maturity correspond to current liabilities.

Rafael Fernandez Morandé
President
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LIMITED REVIEW REPORT

To the Shareholders, President and Directors of
Transportadorade Gasdel Sur SA.

1. Wehave reviewed the accompanying consolidated interim balance sheefs of Transportadora
de Gas del Sur SA. and its subsdiary as of March 31, 2005 and 2004 and the related
consolidated interim statements of income, of changes in shareholders equity and of cash
flows for each of the three-month periods ended March 31, 2005 and 2004. The
preparation and issuance of these interim financid Satements are the responghility of the

Company’ s management.

2. We conducted our review in accordance with dandards established by Technica
Pronouncement No. 7 of the Argentine Federation of Professond Councils in Economic
Sciences. A review of interim financid information conggts principaly of goplying andyticd
procedures and making inquiries of persons responsible for financia and accounting matters.
It is substantially less in scope than an audit conducted in accordance with generally accepted
auditing standards, the objective of which is the expresson of an opinion regarding the
financid statements taken as awhole. Accordingly, we do not express such an opinion.

3. Asindicated in Notes 2.b and 2.9, the Company has discontinued the restatement of financia
statements into constant currency as from March 1, 2003 and has recorded deferred income
tax assets and liabilities ona non-discounted basis as required by resolutions issued by the
Comision Nacional de Valores(*CNV”). Since generally accepted accounting principlesin
Argentina require companies to prepare price-leve restated financid statements through
September 30, 2003 and to recognize deferred taxes on a discounted basis, the application
of the CNV resolutions represents a departure from generally accepted accounted principles
in Argentina

4. The changes in Argentine economic conditions and the amendments to the License under
which the Company operates made by the Nationa Government mentioned in Note 7.,
mainly the suspension of the origind tariff adjusment regime, affect the Company’s economic
and financid eguation, generating uncertainty as to the future development of the regulated
business. Management is in the process of renegatiating certain terms of the License with the
National Government.



5. Management has prepared projections to determine the recoverable value of its non-current
assets, based on forecasts of the outcome of the renegotiation process mentioned in
paragraph 4. We are not in a postion to anticipate whether the premises used by
management to prepare the projections will take place in the future and consequently
whether the recoverable vaue of certain non-current assets exceeds their respective net
caryingvaues.

6. Based on our review and the examination of the consolidated financid Statements of the
Company for the years ended December 31, 2004 and 2003, on which we issued our report
dated February 3, 2005, containing exceptions due to the circumstances mentioned in
paragraphs 3 to 5, we report that:

a the consolidated interim financid statements of Transportadora de Gas del Sur SA. as of
March 31, 2005 and 2004 as mentioned in paragraph 1, are prepared in accordance
with auditing standards generally accepted in the Autonomous City of Buenos Aires,
conddering dl dgnificant facts and circumstancesthat we are aware of, and that in such
meatter we do not have other observations, gpart from those mentioned in paragraphs 3
to5;

b) the information included for comparative purposes as of December 31, 2004, derives
from the audited Consolidated Financial Statements of Transportadora de Gas del Sur
S.A. at such date.

7. The accompanying consolidated interim financial statements are presented on the basis of
accounting principles generdly accepted in Argentina, except for the departure referred to in
paragraph 3 which differ from accounting principles generdly accepted in other countries,
including the United States of America

May 5, 2005
Autonomous City of Buenos Aires,

PRICE WATERHOUSE & CO. SR.L.

By (Partner)
Hector A. Lopez




