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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this annual report on Form 20-F (“Annual Report”), references to “pesos” or “Ps.” are to Argentine pesos, and
references to “U.S. dollars”, “dollars” or “US$” are to United States dollars. A “billion” is a thousand million. References to
“m>” are to cubic meters. References to “cf” are to cubic feet, to “MMcf” are to millions of cubic feet, to “Bcf” are to billions
of cubic feet, to “d” are to day and to “HP” are to horsepower.

Financial Statements

The audited consolidated Financial Statements (our “Financial Statements™) have been prepared in accordance
with accounting principles generally accepted in Argentina (“Argentine GAAP”) and the requirements of Argentina’s
Comision Nacional de Valores (the “CNV”), which differ in certain significant respects from accounting principles generally
accepted in the United States (“US GAAP”). Such differences involve methods of measuring the amounts shown in the
Financial Statements, as well as additional disclosures required by US GAAP and Regulation S-X of the Securities and
Exchange Commission (“SEC™). For a description of the principal differences between Argentine GAAP and US GAAP see
Note 12 to our Financial Statements. Our Financial Statements as of and for the years ended December 31, 2009, 2008 and
2007 were audited by Sibille (“KPMG”), the Argentine member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative, a Swiss entity and independent registered public accounting firm, and as of
and for the years ended December 31, 2006 and 2005, were audited by Price Waterhouse & Co S.R.L., Buenos Aires,
Argentina (“Price”), a member firm of PricewaterhouseCoopers, an independent registered public accounting firm. The
report of KPMG, dated June 16, 2010, related to our Financial Statements is included in this Annual Report.

Our Board of Directors decided to engage KPMG in the role of independent accountant, commencing with year
2007. The initial appointment of KPMG as independent accountant was approved by our Shareholders at a meeting held on
April 12, 2007.

As discussed in Note 2(b) to our Financial Statements, we have complied with CNV resolutions and accordingly
ceased recording the effects of inflation beginning on February 28, 2003. Since Argentine GAAP required companies to
discontinue inflation accounting only as of October 1, 2003, the application of the CNV resolution represented a departure
from Argentine GAAP. However, due to the low level of inflation rates during the period from March 2003 to September
2003, such a departure has not had a material effect on our Financial Statements.

Other Information

Unless otherwise specified, all exchange rate information contained in this Annual Report has been derived from
information published by Banco de la Nacion Argentina S.A. (“Banco de la Nacion™), without any independent verification
by us.

Certain amounts shown in this Annual Report are subject to rounding. Accordingly, figures shown as totals in
certain tables may not be an exact arithmetic aggregate of the other figures in such table.

References to “we”, “us” and “our” mean Transportadora de Gas del Sur S.A. (“TGS”) and its consolidated
subsidiary, Telcosur S.A. (“Telcosur™).

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Some of the information in this Annual Report, including information incorporated by reference herein, may
constitute forward-looking statements within the meaning of the United States Private Securities Litigation Reform Act of
1995, as amended. These forward-looking statements can be identified by the use of forward-looking terminology such as
“may,” “will,” “will likely result,” “intend,” “projection,” “should,” “believe,” “expect,” “anticipate,” “estimate,” “continue,”
“plan” or other similar words. These statements discuss future expectations, contain projections of results of operations or of
financial condition or state other forward-looking information. Forward-looking statements are subject to various risks and
uncertainties. When considering forward-looking statements, you should keep in mind the factors described in “Item 3. Key
Information—Risk Factors” and other cautionary statements appearing in “ltem 5. Operating and Financial Review and
Prospects”. “Item 3. Key Information—Risk Factors” and other statements describe circumstances that could cause results to
differ materially from those contained in any forward-looking statement.
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Forward-looking statements include but are not limited to the following:



statements regarding changes in general economic, business, political or other conditions in Argentina;

estimates relating to future tariffs and prices for our transportation services and future prices and volumes of our natural
gas liquids (“NGL") and for products and services in our other non-regulated business;

statements regarding expected future political developments in Argentina and expected future developments regarding
our license to provide gas transportation services through the exclusive use of the southern gas transportation system in
Argentina (the “License”), the renegotiation process at the Unit for Renegotiation and Assessment of Utilities Contracts
(“UNIREN?”), regulatory actions by Ente Nacional Regulador del Gas (“ENARGAS”) and any other governmental
authorities that may affect us and our business;

statements and estimates regarding future pipeline expansion and the cost of, or return to us from, any such expansion;
and

estimates of our future level of capital expenditures, including those required by ENARGAS and other governmental
authorities.

When considering forward-looking statements, you should keep in mind the factors described in “Risk Factors” and

other cautionary statements appearing in “ltem 5. Operating and Financial Review and Prospects”. These factors and
statements, as well as other statements contained herein, describe circumstances that could cause results to differ materially
from those contained in any forward-looking statement.

The following important factors could cause actual results to differ materially from any results projected, forecasted,

estimated or budgeted by us in our forward-looking statements:

the impact of the Public Emergency Law No. 25,561 (the “Public Emergency Law”) enacted by the Argentine
government in January 2002, which resulted in the amendment of the Convertibility Law No. 23,928 and Decree No.
529/01 (collectively, the “Convertibility Law”) and related laws and regulations;

risks and uncertainties related to changes in the peso-U.S. dollar exchange rate and the Argentine domestic inflation rate,
which may materially adversely affect our revenues, expenses and reported financial results;

risks and uncertainties associated with our non-regulated business, including those related to international and local
prices of NGL, taxes and other restrictions imposed on NGL exports, our ability to renegotiate our agreements with
customers and possible increased regulation of the NGL industry in the future by the Argentine government;

risks and uncertainties resulting from government regulations that affect our business or financial condition or results of
operations, such as the prohibition on tariff increases, restrictions on payments abroad and exchange controls;

risks and uncertainties associated with unscheduled and unexpected expenditures for the repair and maintenance of our
fixed or capital assets or expenditures required or otherwise mandated or initiated by ENARGAS or other governmental
authorities for the expansion of our pipeline system or other purposes, including the risk that we may effectively be
forced to make investments or take other actions that may not be as commercially attractive as other actions;

risks and uncertainties resulting from the prospect of additional government regulation or other governmental
involvement in our business;

developments in legal and administrative proceedings involving us and our affiliates;
changes to or revocation of our License; and

risks and uncertainties impacting us as a whole, including changes in general economic conditions, changes in laws and
regulations to which we are subject, including tax, environmental and employment laws and regulations, and the cost and
effects of legal and administrative claims and proceedings against us.

Our actual results may differ materially from the results anticipated in these forward-looking statements because

such statements, by their nature, involve estimates, assumptions and uncertainties. The forward-looking statements contained
in this Annual Report speak only as of the date of this Annual Report, and we do not undertake any obligation to update any



forward-looking statement or other information to reflect events or circumstances occurring after the date of this Annual
Report or to reflect the occurrence of unanticipated events.



PART |

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information
A. Selected Financial Data

The following selected consolidated financial data is derived from our Financial Statements as of and
for the years ended December 31, 2009, 2008, 2007, 2006 and 2005. This information should be read in
conjunction with and is qualified in its entirety by reference to our Financial Statements, including the
independent accountant’s reports thereon and the notes related thereto, and the discussion in “Presentation of
Financial and Other Information” and “ltem 5. Operating and Financial Review and Prospects” included
elsewhere in this Annual Report.

For important information relating to our Financial Statements, including information relating to the
preparation and presentation of the audited consolidated Financial Statements and the following selected
financial data, see “Presentation of Financial and Other Information” above.

As of and for the year ended December 31,

2009 2008 2007 2006 2005
(in thousands of pesos, except per share and per ADS amounts and common stock or as otherwise
indicated)
Statement of Income Data:
Net revenues @ 1,600,648 1,419,202 1,257,273 1,309,502 1,064,738
Operating income 561,517 431,432 490,019 570,130 442,897
Net financial expense (212,120) (98,531) (193,495) (189,043) (209,072)
Net income before income tax 321,712 318,480 294,520 379,914 230,322
Net income for the year 178,380 175,091 147,508 358,022 217,507
Per Share Data: @
Net income per share 0.22 0.22 0.19 0.45 0.27
Net income per ADS 112 1.10 0.93 2.25 1.37
Balance Sheet Data:
Property, plant and equipment, net 4,123,410 4,171,763 4,170,600 4,217,871 4,274,721
Total current assets 1,468,040 829,384 683,173 711,841 720,262
Total non-current assets 4,151,150 4,203,940 4,318,511 4,427,401 4,476,968
Total assets 5,619,190 5,033,324 5,001,684 5,139,242 5,197,230
Total current liabilities 607,764 358,185 312,741 378,748 339,459
Total non-current liabilities 1,790,317 1,602,410 1,759,395 1,978,363 2,433,664
Total liabilities 2,398,081 1,960,595 2,072,136 2,357,111 2,773,123
Minority interest 1 1 1 2 -
Shareholders’ equity (net assets) 3,221,108 3,072,728 2,929,547 2,782,129 2,424,107
Other Data:
Common stock (nominal value) 794,495 794,495 794,495 794,495 794,495
Additions to property, plant and equipment
(includes work in progress) © 161,398 229,095 189,061 156,411 171,530
Depreciation and amortization 209,444 204,768 198,923 192,887 197,575
US GAAP Information:
Net income 132,739 208,469 219,556 405,582 270,620
Shareholders’ equity 2,437,781 2,335,045 2,158,424 1,935,500 1,527,763
Net income per share @ 0.17 0.26 0.28 0.51 0.34
Net income per ADS @ 0.84 1.31 1.38 2.55 1.70

(1) Includes Ps. 669,440; Ps. 506,302; Ps. 509,501; Ps. 491,996 and Ps. 460,008 of gas transportation net revenues and Ps. 931,208; Ps. 912,900; Ps. 747,772; Ps.
817,506 and Ps. 604,730 of NGL production and commercialization and other services net revenues for the years ended December 31, 2009, 2008, 2007, 2006 and
2005, respectively.

(2) Net income per share under Argentine GAAP and US GAAP have been calculated using the weighted average shares outstanding. Each American Depositary
Share (“ADS”) represents five shares.

(3) Represents additions to property, plant and equipment. For more information, see Note 3 (Consolidated Business Segment Information) to our Financial
Statements, included elsewhere herein.



Dividends

Dividends may be lawfully declared and paid only out of our retained earnings reflected in our annual
Financial Statements and must be approved by a Shareholders’ Meeting as described below. Since 2005, we have
paid dividends in the amount of Ps. 32.0 million in May 2008, Ps. 30.0 million in April 2009 and Ps. 30.3 million
in April 2010.

Our Board of Directors regularly submits our Financial Statements for the preceding year, together with
reports thereon by the Supervisory Committee, to the Shareholders at the Annual Ordinary Shareholders’
Meeting for approval. Under the Argentine Commercial Companies Law No. 19,550 (the “Commercial
Companies Law”), this Ordinary Shareholders’ Meeting must be held to approve the Financial Statements and
determine the allocation of our net income for such year. Under the Commercial Companies Law, the
Shareholders are required to allocate a legal reserve equal to at least 5% of each year’s net income, as long as
there is no unappropriated retained deficit. If there is such a retained deficit, 5% should be calculated on any
excess of the net income over the unappropriated retained deficit. This allocation is only legally required until the
aggregate amount of such reserve equals 20% of the sum of (i) "Common stock nominal value" plus (ii)
"Cumulative inflation adjustment to common stock", as shown on our Consolidated Statement of Changes in
Shareholders’ Equity (the "Adjusted Common Stock Nominal Value"). However, if the aggregate legal reserve
falls below 20% of the Adjusted Common Stock Nominal Value, we must restore the legal reserve before paying
any dividends. The amount represented by the legal reserve is not available for distribution as dividends. At the
Ordinary Shareholders’ Meeting held on April 16, 2010, our shareholders approved an increase in the legal
reserve to Ps. 208.3 million, which represents 10.74% of the Adjusted Common Stock Nominal Value. Under our
By-laws, after the allocation to the legal reserve has been made, an amount will be allocated to pay dividends on
preferred stock, if any, and an amount equal to 0.25% of the net income for the year will be allocated to pay the
participation in earnings of employee profit-sharing certificates. The remainder of the retained earnings for the
year may be distributed as dividends on common stock or retained as a voluntary reserve, as determined at the
Shareholders’ Meeting. Dividends must be paid within 30 days of their declaration. For information on dividend
taxation, see “Item 10. Additional Information—E. Taxation—Argentine Taxes.”

Our existing debt instruments impose additional restrictions on our ability to pay dividends on our
ordinary shares. We may pay dividends as long as (i) no default exists under our debt obligations and (ii)
immediately after giving effect to such dividend payment, (a) the consolidated coverage ratio (ratio of our
consolidated adjusted EBITDA to our consolidated interest expense (each as defined in our new debt obligations
issued on May 14, 2007 (the “New Debt Obligations”))) would be greater than or equal to 2.0:1; and (b) the
consolidated debt ratio (ratio of our consolidated total indebtedness to our consolidated adjusted EBITDA (as
each of the terms is defined in the New Debt Obligations)) would be less or equal to 3.75:1 (see “Item 10.
Additional Information—C. Material Contracts—New Debt Obligations™).

Our Board of Directors may declare interim dividends, in which case the members of the Board of
Directors and of the Supervisory Committee are jointly and severally liable for such distribution, if such
declaration is not in accordance with the Commercial Companies Law, as amended and our By-laws.

Exchange Rate Information

Fluctuations in the exchange rate between pesos and U.S. dollars would affect the U.S. dollar equivalent
of the peso price of our Class B Shares on the Buenos Aires Stock Exchange (“BASE”) and, as a result, would
likely affect the market price of our ADSs as well. In addition, such fluctuations will affect the dollar equivalent
of peso amounts reported in this Annual Report. Currency fluctuations would also affect the U.S. dollar amounts
received by holders of American Depositary Receipts (“ADRs”) on conversion by the Depositary of cash
dividends paid in pesos on the underlying Class B Shares.

The following table sets forth, for the periods indicated, high, low, average and period-end exchange
rates between the peso and the U.S. dollar, as reported by Banco de la Nacion. The Federal Reserve Bank of New
York does not publish a noon buying rate for the peso. The average rate is calculated by using the average of
Banco de la Nacion reported exchange rates on each day during the relevant monthly period and on the last day
of each month during the relevant annual period.



Pesos per U.S. dollar

High Low Average Period end

Most recent six months:

December, 2009.........cooviiiieiieieciecee e, 3.8270 3.7950 3.8058 3.8000
January, 2010.......cccoviiiiiiee e 3.8350 3.7940 3.8038 3.8350
February, 2010........cccovviveiiireseee e, 3.8630 3.8320 3.8504 3.8590
March, 2010........ccociiiiie i, 3.8780 3.8550 3.8627 3.8780
APFILL 20100 3.8880 3.8690 3.8761 3.8880
May, 2010......ciiiiiieirieici e, 3.9290 3.8880 3.9025 3.9290
June, 2010 (through June 10).......cccceevvevieveieicneieniens 3.9300 3.9160 3.9216 3.9190
Year ended December 31,

2005 .. e 3.0400 2.8590 2.9236 3.0320
2006 ...t 3.1070 3.0300 3.0747 3.0620
2007 et 3.1800 3.0580 3.1158 3.1490
2008 .. e, 3.4530 3.0140 3.1586 3.4530
2009 .. 3.8540 3.4490 3.7318 3.8000

For your convenience and except as we specify otherwise, this Annual Report contains translations of
peso-denominated amounts to U.S. dollars at the reported exchange rate on December 31 of each year. These
translations should not be construed as representations that the amounts actually represent such U.S. dollar
amounts or could be or have been converted into U.S. dollars at the rates indicated or at any other rates. On June
10, 2010, the reported exchange rate was Ps. 3.919=US$1.00.

Our results of operations and financial condition are highly susceptible to changes in the peso-U.S.
dollar exchange rate because approximately half of our revenues were peso-denominated for the three-month
period ended March 31, 2010 and our primary assets are based in Argentina while substantially all of our
liabilities and capital expenditures are U.S. dollar-denominated.

B. Capitalization and Indebtedness

Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

You should carefully consider the following risks and uncertainties, and any other information
appearing elsewhere in this Annual Report. The risks and uncertainties described below are intended to
highlight risks and uncertainties that are specific to us. Additional risks and uncertainties, including those
generally affecting Argentina and the industry in which we operate, risks and uncertainties that we currently
consider immaterial or risks and uncertainties generally applicable to similar companies in Argentina may also
impair our business, results of operations, the value of our securities, and our ability to meet our financial
obligations.

The information in this Risk Factors section includes forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking
statements as a result of numerous factors, including those described in ““Cautionary Statement Regarding
Forward-Looking Statements’ above.

Risks Relating to Argentina
Overview
We are a sociedad anonima and all of our operations and operating assets are located in Argentina.

Approximately half of our revenues were peso-denominated for the three-month period ended March 31, 2010.
Conversely, all of our indebtedness is U.S. dollar-denominated. Accordingly, our financial condition and results



of operations depend to a significant extent on economic, regulatory and political conditions prevailing in
Argentina and on the exchange rate between the peso and the U.S. dollar. As further described below, toward the
end of 2008 and in 2009, the performance of the Argentine economy reflected the negative effects of the
international economic and financial crisis, principally through a decrease in exports as a result of lower
commodities prices and lower volumes, which led to a substantial reduction in Argentina’s annual rate of growth
as measured by its gross domestic product (“GDP”). In particular, we had been significantly affected by the
lower propane and butane (“LPG”) and natural gasoline international prices (though they have partially
recovered in 2009) and the increasing local currency devaluation. These conditions have adversely affected, and
may continue to adversely affect, our financial condition and results of operations and our ability to make
payments of principal and/or interest on our financial indebtedness.

Political and economic instability in Argentina have adversely affected, and may continue to adversely affect,
our financial condition and results of operations.

Fluctuations in the Argentine economy have adversely affected, and may continue to adversely affect
Argentine entities, including us. Specifically, we have been adversely affected and may continue to be adversely
affected by inflation, interest rates, the value of the peso against foreign currencies, price controls and business
and tax regulations.

The Argentine economy has experienced significant volatility in recent decades, characterized by
periods of low or negative growth, high and variable levels of inflation, and currency devaluation. During 2001
and 2002, Argentina went through a period of severe political and economic crisis. The crisis had significant and
adverse consequences on our company, including (i) losses derived from the effects of the peso devaluation on us
and our net borrowing position, substantially all of which was denominated in U.S. dollars, (ii) the pesification,
at a rate of Ps.1 to US$1, of our U.S. dollar-denominated gas transportation tariffs, (iii) our default on our
financial indebtedness and (iv) the elimination of tariff adjustments for public utilities based on non-Argentine
indexes or other indexation methods. From 2003 until the third quarter of 2008, the Argentine economy
experienced a significant recovery and growth. The Argentine economy started slowing as of the third quarter of
2008, as a consequence of the international economic crisis. Despite the current signs of recovery in Argentine
economic activity, recent negative economic events occurring in Greece and other European countries could
adversely affect any such recovery.

In December 2008, the Argentine government enacted a law pursuant to which approximately Ps. 94.4
billion (US$29.3 billion) in assets held by the country’s ten private Administradoras de Fondos de Jubilaciones y
Pensiones (pension fund management companies, or “AFJPs”) were transferred to the government-run social
security agency (“ANSES”), resulting in a decline in liquidity in the local capital markets, which may further
limit the sources of financing for Argentine companies, including us.

We cannot provide any assurance that future economic, social and political developments in Argentina,
over which we have no control, will not adversely affect our financial condition or results of operations.

Fluctuations in the value of the peso may adversely affect the Argentine economy and our financial condition,
results of operations and ability to service our debt.

Since the end of U.S. dollar-peso parity in January 2002 under the Public Emergency Law, the peso has
fluctuated significantly in value. As a result, the Argentine Central Bank (“BCRA”) has taken several measures
to stabilize the exchange rate and preserve its reserves. The marked devaluation of the peso in 2002 had a
negative impact on the ability of the Argentine government and Argentine companies, including us, to honor
their foreign currency-denominated debt, led to very high inflation initially and had a negative impact on
businesses whose success is dependent on domestic market demand, including public utilities.

The significant peso devaluation during 2002 adversely affected our results and financial position. All
of our financial debt is denominated in U.S. dollars. Before the enactment of the Public Emergency Law, our
cash flow, generally denominated in U.S. dollars or dollar-adjusted, provided a natural hedge against exchange
rate risks. The Argentine regulatory framework after the enactment of the Public Emergency Law, however,
limited our ability to mitigate the impact of the peso devaluation. Particular aspects of the regulatory framework
that adversely affected us included the pesification of our tariffs at a rate of Ps. 1 to US$1 compared with an
exchange rate, as of May 31, 2010, of Ps. 3.929 to US$1, regulatory issues related to the renegotiation of our
tariffs, new taxes and other restrictions on exports of LPG.



If the peso devalues significantly, all of the negative effects on the Argentine economy related to such
devaluation could recur, with adverse consequences to our business. On the other hand, a substantial increase in
the value of the peso against the U.S. dollar also presents risks for the Argentine economy since it may lead to a
deterioration of the country’s current account balance and the balance of payments.

We are unable to predict whether, and to what extent, the value of the peso may further depreciate or
appreciate against the U.S. dollar and how any such fluctuations would affect the demand for our products and
services. Moreover, we cannot assure you that the Argentine government will not make regulatory changes that
prevent or limit us from offsetting the risk derived from our exposure to the U.S. dollar and, if so, what impact
these changes will have on our financial condition and results of operations.

Because substantially all of our indebtedness is and will continue to be U.S. dollar-denominated, any
future devaluation of the peso will negatively affect our revenues expressed in U.S. dollars while increasing the
relative cost, in peso terms, of expenses and other financial obligations denominated in foreign currencies,
thereby decreasing our cash-generating ability and having a material adverse effect on our liquidity and our
ability to service our debt.

At May 31, 2010, the total amount of principal and interest under our consolidated U.S. dollar-
denominated indebtedness was the equivalent of US$386.1 million.

Substantial inflation has occurred since the repeal of the Convertibility Law and could continue in the future,
resulting in a material adverse effect on our results of operations and financial condition.

In the past, inflation has undermined the Argentine economy and the government’s ability to stimulate
economic growth. Argentina experienced significant inflation in 2002, with cumulative changes in the Consumer
Price Index (“CPI”) of 42.8% and in the Wholesale Price Index (“WPI”) of 118.2%. This level of inflation
reflected both the effect of the peso devaluation on production costs as well as a substantial modification of
relative prices, partially offset by the elimination of public utility rate (“tariff” or “rate”) adjustments and the
large drop in demand resulting from the severe recession.

During 2004 to 2008, Argentina experienced increases in the CPl and WPI that reflected the continued
increase in private consumption and in levels of economic activity, which applied upward pressure on the
demand for goods and services. The rate of inflation evolved as follows:

December 31,

2009 2008 2007 2006 2005 2004
(annual % change)
WP 10.0 8.8 14.4 7.2 10.6 7.9
CPlec e 1.7 7.2 8.5 9.8 12.3 6.1

At the end of January 2007, the Instituto Nacional de Estadistica y Censos (“INDEC”), which is
statutorily the only institution in Argentina with the power to produce official nationwide statistics, experienced a
process of institutional reforms, following which, some private analysts have disagreed with the official inflation
data (and other economic data affected by inflation data, such as poverty and GDP estimates) published by
INDEC.

The unpredictability of Argentina’s inflation rate makes it impossible for us to foresee how our business
and results of operations may be affected in the future by inflation. Continued inflation in Argentina without a
significant increase in our tariffs would have a material adverse effect on our business, results of operations and
financial condition.

Argentina’s ability to stimulate sustained economic growth, appease social unrest and repay its debt may
depend on external financial assistance and the Argentine government’s access to international capital
markets, which has been limited and may continue to be limited in the future.

In 2001, as a result of the suspension of lending arrangements with Argentina by the International
Monetary Fund (“IMF”) and Argentina’s default on approximately US$65.4 billion of its then-outstanding
sovereign debt, international rating agencies downgraded the rating of Argentina’s sovereign debt to default
status. The Argentine government launched a process to restructure its sovereign debt on January 14, 2005, and,



on March 18, 2005, announced that 76.15% of its bondholders had accepted the restructuring offer. The
Argentine government issued new bonds to the accepting holders in April 2005 and paid overdue interest accrued
from December 2003. In addition, on December 15, 2005, the Argentine government announced the early
payback of its debt to the IMF, and on January 3, 2006, a disbursement was made by the Argentine government
for an amount of US$9.5 billion.

Several legal actions have been filed in the U.S., Italy and Germany by holders of Argentina’s sovereign
debt who did not participate in the restructuring, which delayed settlement of the exchange offer associated with
the restructuring. A judgment against the Argentine government in such cases could result in a reduction in
funding sources and investment capital, which could have a significant effect on the Argentine government’s
ability to stimulate sustained economic growth.

In addition, in September 2008, the Argentine government announced its intention to repay its defaulted
debt of more than US$ 6 billion granted by the Club of Paris. However, since the global crisis deepened in late
2008, the Argentine government has not made substantial progress in repaying this debt.

A critical problem for Argentina is its inability to finance itself in either the international or local capital
markets, a problem worsened by its increasing fiscal deficit. For this reason the Argentine government has
announced a new offer to holdout bondholders in order to take a step towards increasing access to international
capital markets, another financing source in addition to the BCRA (mainly through the use of international
reserves), the ANSES and other public-sector entities.

There can be no assurance that the Argentine government will not default on its debt obligations in the
future. Such a default would limit the sources of financing available for Argentine companies, including us.

The BCRA has imposed restrictions on the transfer of funds outside of Argentina in the past and may do so in
the future, which could prevent us from making payments on our foreign currency-denominated indebtedness.

Since the amendment of the Convertibility Law in December 2001, the Argentine government has
imposed several temporary restrictions on the transfer of U.S. dollars outside of Argentina. Prior to January 2003,
we were required to obtain the prior approval of the BCRA before we could transfer U.S. dollars outside
Argentina to make payments of dividends and principal and interest on our debt obligations. Although current
regulations do not require prior BCRA approval for these of payments, the BCRA may reinstate transfer of funds
restrictions at any time. In such case, we cannot assure you that the BCRA will approve the transfer of funds
outside Argentina for payments required under the terms of our foreign currency-denominated indebtedness. In
addition, there may be a significant delay before payments required under the terms of our foreign currency-
denominated indebtedness may be made.

We cannot assure you as to how long the current, more flexible regulations will be in effect or whether
they will become more restrictive again in the future. If the Argentine government decides once again to tighten
the restrictions on the transfer of funds, we may be unable to make dividend payments and principal or interest
payments on our debt when they become due, which could have a material adverse effect on us.

The Argentine financial market and economy may be adversely affected by the economic and financial global
crisis

In 2008, the economy of the United States of America entered into a recession as a result of, in part, the
mortgage market crisis. This financial crisis quickly spread to other developed countries, affecting (i) their
financial markets through the steep decline in financial assets prices (including oil and other commaodities) and
(ii) their real economies, generating recessions and unemployment rate increases. The Argentine economy
showed signs of weakness: a significant fall in both trade and fiscal surpluses; lower economic activity;
workforce suspensions and dismissals; and local currency devaluation. However, since 2009, economic
conditions have showed signs of improvement in Argentina driven principally by higher agricultural commodity
prices and the growth of some industries. Even though the economy of the United States has improved in some
respects, the European Union continues to experience economic instability.

There can be no assurance about the duration and depth of this international economic crisis and if it
will continue to adversely affect the Argentine economy.

Because the Argentine standards for corporate disclosure and accounting differ from those of the United



States, information about us may not be as detailed or comprehensive as that of non-Argentine companies,
including that of companies in the United States.

We are subject to the periodic reporting requirements of the Securities Exchange Act of 1934, as
amended (“Exchange Act”). However, the periodic disclosure required of foreign issuers under the Exchange
Act is more limited than the periodic disclosure required of companies in the United States. Furthermore, there is
less extensive regulation of the Argentine securities markets and of the activities of investors in such markets as
compared with the securities markets in the United States and certain other developed countries. We prepare our
Financial Statements in accordance with Argentine GAAP and the regulations of the CNV, which differ in
certain significant respects from US GAAP. See Note 12 to our Financial Statements for a description of the
material differences between Argentine GAAP and US GAAP as they relate to us and for a quantification of the
impact of those differences on net income for the year and our Shareholders’ equity.

Risks Relating to Our Business

Because we receive a significant portion of our net revenues from public service contracts, which tariffs are
no longer stated in dollars or subject to indexing, our net revenues and liquidity have been harmed as a result
of inflation and the devaluation of the peso.

All of our net revenues from our gas transportation segment (which represented approximately 42% and
36% of total net revenues during 2009 and 2008, respectively) are attributable to public service contracts, which
are subject to Argentine government regulation. We entered into these public service contracts primarily with
natural gas distribution companies in connection with the privatization of Gas del Estado S.E. (“GdE”). Prior to
the passage of the Public Emergency Law, our tariffs were stated in dollars and subject to indexing, based on
semi-annual changes in the U.S. Producer Price Index (“PP1”), with adjustments every five years, based on the
efficiency of, and investments in, our gas transportation operations. The Public Emergency Law, however,
eliminated tariff indexation. In accordance with the Public Emergency Law, in January 2002, public service
tariffs were converted into pesos and fixed at an exchange rate of Ps. 1.00=US$I.00 even as the peso was allowed
to devalue against the U.S. dollar.

In July 2003, UNIREN was created under the joint jurisdiction of the Ministry of Economy and
Production and the Ministry of Federal Planning and Public Investment and Utilities (“MPFIPyS”) in order to
renegotiate public service contracts, including the tariffs charged in those contracts. Little progress has been
made to date in our renegotiation process with UNIREN. On October 9, 2008, we signed a transitional agreement
with the UNIREN that contemplated a tariff increase of 20%, which is retroactively applicable to September 1,
2008. According to this agreement, the funds generated by this tariff increase are required to be deposited in a trust
fund until they are applied to carry out an investment plan for improvements in our pipeline system. As of
December 31, 2009, over 90% of the investment plan has been executed using our working capital.

On December 3, 2009, the Executive Branch ratified this transitional agreement through the Presidential
Decree No. 1,918/09. We will bill this tariff increase to our clients as soon as ENARGAS publishes the new tariffs
schedule and sets the methodology to bill the retroactive effect. We cannot offer any assurance as to when
ENARGAS will publish the schedule and set the methodology. The transitional agreement will be in force until the
effective date of the integral license renegotiation agreement to be signed with the Argentine government.

According to the transitional agreement, we should reach an agreement with the UNIREN on the terms and
conditions of the overall renegotiation before the expiration date under the Emergency Law on December 31, 2011.
If we do not reach this agreement, then UNIREN would inform the Executive Branch and provide it with
recommendations for the procedural steps to follow.

In this regard, in October 2008, we received an integral license renegotiation agreement proposal from the
UNIREN (which includes the initial 20% tariff increase), which addresses the license renegotiation and the overall
tariff revision. As of the date of the issuance of this Annual Report, we are still evaluating the terms of this proposal
and negotiating with the UNIREN.

Notwithstanding this tariff increase, a delay in the application of the integral license renegotiation or any
failure of the Argentine government to comply with the terms of the renegotiated license could materially adversely
affect the profitability of our gas transportation segment.



In addition, because the lack of a tariff adjustment has also affected some gas distribution companies,
which are our main clients in the gas transportation business segment, their economic and financial conditions
have been adversely affected. Therefore, if the distribution companies do not reach an agreement with the
Argentine government on the tariff adjustment it could materially adversely affect the collectability of our gas
transportation revenues.

Our results of operations may be adversely affected because our License with the Argentine government is
subject to renegotiation.

The Public Emergency Law authorizes the Argentine government to renegotiate public service
contracts, tariffs and licenses with public utility companies on its own initiative, using the following criteria:

= the impact of the rates on the competitiveness of the economy and on income distribution;
= the quality of the services and the investment programs contractually provided for in the service contract;
= the interests of users, as well as service access conditions;

= the operational safety of the systems concerned; and

the profitability of a company.

Since the enactment of the Public Emergency Law, there has not been significant progress with respect
to the renegotiation of our public service contract with UNIREN. In spite of the transitional agreement reached,
mentioned above, and the proposal made by the UNIREN, we cannot at this time provide any assurances with
regard to the terms or the timing of any renegotiation of our License or the tariffs for our public service contract.
The deadline for the renegotiation of the public works and utilities contracts has been extended until
December 31, 2011.

Even if our public service contract is renegotiated on more favorable terms, those terms nonetheless
may be insufficient to avoid a material adverse effect on our results of operations and financial condition. See
“Item 4. Our Information—B. Business Overview—Gas Transportation—Regulatory Framework—Adjustment
of Rates” below for more information.

Enron Corp. (“Enron”), the former parent corporation of certain shareholders of Compafiia de
Inversiones de Energia S.A. (“CIESA”), our controlling shareholder, has filed a claim with the International
Centre for the Settlement of Investment Disputes (“ICSID”) against the Argentine government under the
Bilateral Investment Treaty between the United States and Argentina (the “Claim”). We understand that the
claim argues that the pesification of tariffs and other unilateral changes to our regulatory structure affected by the
Public Emergency Law and related laws and decrees violate the requirement of fair and equitable treatment under
the treaty. On May 22, 2007, ICSID decided in favor of Enron and ordered the Argentine government to pay
US$106.2 million to Enron. In two similar claims, the Argentine government is seeking the annulment of the
awards in favor of the claimants. The continued pursuit of such claim by Enron has adversely affected the timing
and/or terms of any renegotiated tariff structure applicable to our gas transportation activities.

The proposal of UNIREN for the renegotiation of our License requires us, and our present and former
shareholders, including Enron and its affiliates, to abandon any claim or lawsuit we or they may have against the
Argentine government resulting from the effects of the Public Emergency Law applicable to the License and the
PPI tariff adjustments that were not applied in 2000 and 2001. Additionally, the proposal would require us to
hold the Argentine government harmless from any claim or lawsuit filed by any of our present or former
shareholders or any compensation in favor of such shareholders and to reimburse the Argentine government for
any amount paid by it to our shareholders in connection with any such claim or lawsuit. If our shareholders or
shareholders of CIESA are unwilling to abandon such claims and lawsuits, our ability to secure tariff increases,
and accordingly our revenues from gas transportation, may be adversely affected. Ponderosa Assets L.P.
(“Ponderosa™), the entity holding the Claim, has indicated that it would only consider waiving the Claim, if it
receives what it considers to be fair compensation.

Even if our shareholders and CIESA’s shareholders abandon such claims, there is no certainty regarding
when the License renegotiation process will be completed. Other similarly situated public utility companies have



complied with the UNIREN requirement. Some of these companies have been able to sign agreements with
UNIREN that contemplate, among other things, an initial tariff increase and a tariff adjustment scheme for the
future. However, the process for future tariff increases for these companies has been significantly delayed.

Our regulated business is dependent on our ability to maintain our License, which is subject to revocation
under some circumstances.

We conduct our natural gas transportation business pursuant to the License, which authorizes us to
provide gas transportation services through the exclusive use of the southern gas transportation system in
Argentina. The Executive Branch may revoke our License in certain circumstances based on the recommendation
of ENARGAS, the governmental body charged with the regulation of the transportation, distribution, marketing
and storage of natural gas. Reasons for which our License may be revoked include:

= repeated failure to comply with the obligations of our License and failure to remedy a significant breach of
an obligation in accordance with specified procedures;

= total or partial interruption of service for reasons attributable to us that affects transportation capacity during
the periods stipulated in our License;

® sale, assignment or transfer of our essential assets or the placing of encumbrances thereon without
ENARGAS?’s prior authorization, unless such encumbrances serve to finance extensions and improvements
to the gas pipeline system;

= our bankruptcy, dissolution or liquidation;

= ceasing and abandoning the provision of the licensed service, attempting to assign or unilaterally transfer our
License in full or in part without the prior authorization of ENARGAS, or giving up our License, other than
in the cases permitted therein; and

= delegation of the functions granted in such contract without the prior authorization of ENARGAS, or the
termination of such agreement without regulatory approval of a new contract.

If our License were revoked, we would be required to cease providing gas transportation services. The
impact of a loss of our License on our business, financial condition and results of operations would be material
and adverse.

Our creditors may not be able to enforce their claims against us in Argentina.

We are a stock corporation with limited liability, or sociedad an6nima, organized under the laws of
Argentina. Substantially all of our assets are located in Argentina.

Under Argentine law, foreign judgments may be enforced by Argentine courts, provided that the
requirements of Articles 517 through 519 of the Federal Code of Civil and Commercial Procedure are met.
Foreign judgments cannot violate principles of public policy (orden publico) of Argentine law, as determined by
Argentine courts. It is possible that an Argentine court would deem the enforcement of foreign judgments
ordering us to make a payment in a foreign currency outside of Argentina to be contrary to Argentine public
policy if at that time there are legal restrictions prohibiting Argentine debtors from transferring foreign currency
outside of Argentina.

Under Argentine law, attachment prior to execution and attachment in aid of execution will not be
ordered by an Argentine court with respect to property located in Argentina and determined by such courts to be
utilized for the provision of essential public services. A significant portion of our assets may be considered by
Argentine courts to be dedicated to the provision of an essential public service. If an Argentine court were to
make such determination with respect to any of our assets, unless the Argentine government ordered the release
of such assets, such assets would not be subject to attachment, execution or other legal process as long as such
determination stands and the ability of any of our creditors to realize a judgment against such assets may be
adversely affected.



In order to mitigate the energy crisis, the Argentine government has initiated new strategies, measures and
programs with respect to the gas transportation industry, including the expansion of our pipeline and the
interruption of firm transportation service (including the diversion of natural gas supply from the Cerri
Complex), which could materially adversely affect our business, results of operations and financial condition.

Since 2002, the gas industry has experienced a sharp increase in natural gas demand as a consequence
of: (i) the recovery of certain industries in the Argentine economy between 2002 and 2008, (ii) the 2002
devaluation of the peso and pesification of transportation and distribution tariffs and the elimination of both tariff
and wellhead gas price adjustments, making this fuel relatively inexpensive for consumers as compared to other
types of fuel the prices of which are affected by inflation and (iii) the growth of GDP between 2003 and 2008.
However, notwithstanding this increase in demand, these conditions have severely and negatively impacted the
profitability of companies providing services relating to the production, transportation and distribution of natural
gas.

Specifically, distribution companies have been prohibited from passing through price increases to
consumers. Producers of natural gas, therefore, have had difficulty implementing wellhead gas price adjustments
since 2002, which has caused such producers to suffer a sharp decline in their rate of return on investment
activities. As a result, natural gas production has not been high enough to meet the increasing demand. Likewise,
the elimination of tariff adjustments for transportation companies has caused transportation companies to suffer a
decrease in their profitability.

Pipeline expansions

In light of these events, the Argentine government has decided to initiate a number of strategies,
measures and programs aimed at mitigating the energy crisis and supporting the recovery of the Argentine
economy generally. With respect to the natural gas industry, these strategies, measures and programs include,
among others, the expansion of our pipeline, through the creation of financial trust funds as vehicles to facilitate
those investments. In order to finance such expansions, Law No. 26,095 was passed to provide for the creation of
additional tariff surcharges (“cargos especificos™), which are special contributions to the gas trust fund made by
the potential or actual beneficiaries of the improved gas transportation systems.

In 2005, a trust fund was created to carry out the expansion of the San Martin pipeline, which was
completed in August 2005 and resulted in a transportation capacity increase of 102 MMcf/d. In addition, in April
2006, the MPFIPyS, the Federal Energy Bureau and gas transporters, among others, signed a Letter of Intent to
carry out a second, significantly larger expansion of the gas pipeline system. This second expansion will increase
the aggregate transportation capacity of our system by 378 MMcf/d and has been financed by the shippers who
subscribe to the additional capacity and by natural gas producers. As of December 31, 2009, 166 MMcf/d of the
second expansion project had already been completed and become operative, and in March 2010, the
construction of a new pipeline in the Magellan Strait was completed, which is important to ensuring adequate
supply for the additional capacity provided by the second expansion. Currently, the construction schedule for the
second expansion provides for a total additional capacity of 247 MMcf/d to be completed by the end of 2010.
The schedule for construction of the remaining 131 MMcf/d of the second expansion has not been settled yet.

Although the expansion projects described above have not adversely affected our results of operations
or financial condition, we cannot assure you that future expansion projects will not have such adverse effects.

Government-mandated interruption of contracted firm transportation services

In 2004, the Executive Branch issued Decree No. 181/04 directing the Federal Energy Bureau to
establish a system of priority pursuant to which power stations and gas distribution companies (for their
residential clients) could receive natural gas in priority to other users, even those with firm transportation and
firm gas supply contracts. On March 23, 2005, we received a notice from the Federal Energy Bureau that
provides that from time to time, as necessary, it can require us to interrupt transportation service (including those
with firm transportation contracts) to our customers in order to service power stations and gas distribution
companies and that ENARGAS will set the priority of transportation in such cases.

Since February 2008, gas delivery has been managed by a committee (formed by government officials
from the Domestic Commerce Bureau, the MPFIPyS and the ENARGAS), who make adjustments to the daily
natural gas deliveries considering the availability of natural gas and the demand of residential consumers and
power plants (the latter provided by Compafila Administradora del Mercado Mayorista Eléctrico S.A. which
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administers the electricity market). If there is not sufficient natural gas availability, this committee decides how
to allocate the available volumes among the different types of consumers by interrupting the natural gas exports
and the supply to certain big industries (mainly petrochemicals companies including the Cerri Complex), without
considering if they have firm or interruptible contracts of natural gas supply and/or transportation.

During the winter of 2007, natural gas production could not meet the demand, which was higher than in
previous years, resulting from a combination of factors that included economic growth, lower hydroelectric
generation and intense cold weather recorded during this season. At no time did transportation capacity constitute
a bottleneck for the supply of available natural gas to the market. However, the transportation system was
affected because the Argentine government expressly instructed us to redirect gas deliveries to supply power
plants, residential users and vehicles in a first rank of priority during the emergency without considering if they
have firm or interruptible contracts of natural gas supply and/or transportation. During the winters of 2008 and
20009, the natural gas demand from the residential segment was lower than in 2007 as a direct consequence of the
warmer weather recorded in this period, while a higher demand from the industrial and electric power plants
sectors was observed. Although the natural gas supply shortage did not generate a bottleneck in the transportation
capacity for meeting the total demand from the system, the Argentine government imposed restrictions on the
consumption of natural gas by certain customers that hold firm transportation contracts with us, in an effort to
redirect and target the supply to the demand regarded as top priority, mainly residential users, compressed natural
gas (“CNG”) stations and industries connected to the distribution network.

Although neither our results of operations nor financial condition were materially adversely affected by
the transportation service interruptions in 2008 and 2009 described above, we cannot assure you that similar
interruptions will not in the future materially adversely affect our results of operations or financial condition.

Our NGL production depends on the natural gas that arrives at the Cerri Complex through three main
pipelines from the Neuquén and Austral natural gas basins, which flow and caloric power are subject to risks
that could materially adversely affect our NGL business segment. Gas arriving from the Neuquén basin has
declined in quality since 20009.

Argentina relies heavily on natural gas. However, its natural gas reserves are declining. There is some
risk that natural gas production will continue to decrease in the future and that new exploration will not
compensate for such decline, which will adversely affect our NGL business segment by reducing the amount of
natural gas flowing to the Cerri Complex and, therefore, the amount of NGL we produce. In addition, since 2009,
the quality of natural gas injected from the Neuquén basin has been lower (as a consequence of the reduction of
natural gas production in this basin) and not appropriate for processing in the Cerri Complex, impacting
negatively on its level of production.

We could also be adversely affected by additional competition in our NGL business. In 2000, a gas
processing plant was built upstream of the Cerri Complex (see “ltem 4.— Our Information—B. Business
Overview—NGL Production and Commercialization—Competition” below). Any other project that eventually
may be developed upstream of the Cerri Complex, could adversely affect our revenues from NGL production and
commercialization services.

In addition, as discussed in the preceding risk factor, actions taken by the Argentine government during
the winter periods of 2007, 2008 and 2009 resulted in natural gas being redirected away from certain users,
including the Cerri Complex. During the winter of 2007, processing at the Cerri Complex was interrupted for 27
days, not including days with partial interruptions. As a result, NGL production in 2007 was the lowest in the last
six years. In 2008 and 2009, the Cerri Complex suffered fewer interruptions, mainly due to the use of regasified
natural gas from a liquefied natural gas (“LNG”) regasification tanker. In the future, we could suffer natural gas
supply interruptions as a result of unusually cold weather, falling natural gas reserves, or other factors beyond
our control, and such interruptions could materially adversely affect our NGL business (see “ltem 4.— Our
Information—B. Business Overview—NGL Production and Commercialization” below).

Finally, the level of NGL production could be materially adversely affected if natural gas prices in the

domestic market increase relative to the reference international prices of LPG and natural gasoline, a condition
that could cause gas producers to sell the natural gas rather than process it at the Cerri Complex.
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Our NGL business is volatile and fluctuations in international prices may materially adversely affect our
results of operations and financial condition.

As a result of the deterioration of our gas transportation segment and the significant increase in
international prices of LPG and natural gasoline, operations relating to NGL production and commercialization
have represented more than 50% of our total net revenues since 2003. In 2008, the international market for NGL
remained favorable throughout most of the year, and even hit historical highs. However, prices fell dramatically
in the last quarter of 2008 as the result of the international financial crisis. In 2009, even though annual average
international prices of LPG and natural gasoline fell between 30% and 40% relative to 2008, international prices
as of March 31, 2010 were higher by more than 100% compared to the lowest prices registered in the last quarter
of 2008.

Any additional significant decline in international prices of LPG or natural gasoline may materially
adversely affect our results of operations and financial condition.

A significant increase in the price of natural gas may adversely affect the profitability of the NGL production
and commercialization business segment.

The cost of NGL production and commercialization for our own account (see “ltem 4.— Our
Information—B. Business Overview—NGL Production and Commercialization” below) may increase
significantly, as a consequence of the natural gas price deregulation since March 2006, tariff surcharges (see
“Item 4.— Our Information— B. Business Overview—Gas Transportation—The Argentine Natural Gas
Industry—Historical Background” below) and decreasing natural gas production, especially from the Neuquén
basin. Because we extract and market a significant quantity of NGL for our own account, an increase in
Argentine natural gas prices may have the effect of increasing our costs, and reducing our profit from this
business segment.

The affirmative and restrictive covenants in our currently outstanding indebtedness could adversely restrict
our financial and operating flexibility and subject us to other risks.

Our currently outstanding indebtedness contains numerous affirmative and restrictive covenants that
limit our ability to, among other things, create liens; incur additional debt; pay dividends, acquire shares of stock
and make payments on subordinated debt; enter into transactions with affiliates; sell assets; or consolidate, merge
or sell substantially all of our assets.

These restrictions may limit our ability to operate our businesses and may prohibit or limit our ability to
enhance our operations or take advantage of potential business opportunities as they arise. The breach of any of
these covenants by us or the failure by us to meet any of these conditions could result in a default under any or all
of such indebtedness. Our ability to comply with these covenants may be affected by events beyond our control,
including prevailing economic, financial and industry conditions and the renegotiation of public works and
licenses process. In addition, if we are unable to generate sufficient cash flow from operations, we may be
required to refinance outstanding debt or to obtain additional financing. We cannot assure you that a refinancing
would be possible or that any additional financing would be obtained on acceptable terms.

Demands by labor unions could materially adversely affect our business and results of operations.

In recent years, in an increasingly inflationary environment, the Argentine oil industry unions have been
able to use strikes in order to negotiate better working conditions and salaries. As a result, gas industry unions
have argued for higher salary increases in order to reduce the salary gap between workers in the oil and gas
industries. These demands may result in increased labor costs, causing a reduction in the profitability of our
businesses. Our operations may also be materially adversely affected if we are not able to satisfy the union
demands and the unions decide to go on strike (see “Item 6.— D. Employees” below).

Principal shareholders exercise significant control over matters affecting us.

Our controlling shareholder, CIESA, is in a position to direct our management, to control the election of
a majority of the Board of Directors, to determine our dividend and other policies and to generally determine the
outcome of any matter put to a vote of our shareholders. Pursuant to the procedures established by the Argentine
government under which CIESA made its investment in us, there are restrictions on the ability of CIESA to
reduce its shareholding in us below 51% of the share capital.
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CIESA defaulted on its debt on April 22, 2002. On September 1, 2005, CIESA, its shareholders and its
creditors executed a restructuring agreement (the “Restructuring Agreement”). In January 2009, Ashmore
Energy International Limited (currently “AEI”), which claimed to be the only holder of the notes (Obligaciones
Negociables) issued by CIESA, announced its decision to terminate the Restructuring Agreement. On January
28, 2009, CIESA commenced a legal action in the Supreme Court of the State of New York, County of New
York (the “New York Court”) seeking a judicial declaration that any claim by AEI against CIESA arising in
connection with the bonds issued by CIESA in 1997 is time-barred because the statute of limitations period
pertaining to any such claim has expired under New York law (see “Item 4.— Our Information—A. Our History
and Development—General” below).

TGS is not a party to either action, but the outcome of this litigation, or any related settlement, could
affect control of TGS.

As a consequence of the enactment of Law No. 26,425 in December 2008, which established the
nationalization of the social security system, the AFJPs transferred to the ANSES their respective TGS
shareholdings, representing more than 20% of TGS’s common stock. Thus, the ANSES has become the main
minority shareholder of TGS. ANSES may be subject to the investment rules, prohibitions and restrictions that
were applicable to the Argentine private pension funds under the former retirement savings system, including
Sections 75 and 76 of Law 24,241, which limited the voting rights of private pension funds in shareholders’
meetings to 5% of the relevant company’s votes. ANSES disputes whether these rules, prohibitions and
restrictions apply to it and at the Ordinary Shareholders’ Meeting held on April 16, 2010, ANSES requested that
we permit it to and we permitted ANSES to, vote for the total shares it owned as of the date of the meeting.

Item 4. Our Information
A. Our History and Development

General

Operations

Transportadora de Gas del Sur S.A. commenced commercial operations on December 29, 1992, as the
largest company created in connection with the privatization of GdE, the Argentine state-owned gas company,
whose integrated operations included gas transportation and distribution. GdE was divided into ten companies;
two transportation companies and eight distribution companies.

We are a sociedad anénima, incorporated with limited liability under Argentine law on December 1,
1992. Our registered offices are located at Don Bosco 3672, 5th Floor, Buenos Aires (C1206ABF), Argentina,
our telephone number is (54 11) 4865-9050 and our web address is www.tgs.com.ar.

We are currently the largest transporter of natural gas in Argentina, delivering approximately 61% of the
total gas transported in Argentina, through 5,500 miles of pipeline, of which we own 4,713 miles. Substantially
all of our transportation capacity, approximately 2.6 Bcf/d in 2009, is subscribed for under firm long-term
transportation contracts. Gas transportation subscribers with firm contracts pay for the contracted pipeline
capacity regardless of actual usage. Our natural gas transportation business is regulated by ENARGAS, and
revenues from this business represented approximately 42% and 36% of our total net revenues in 2009 and 2008,
respectively.

We conduct our natural gas transportation business pursuant to the License, which is currently
scheduled to expire in 2027, extendable for an additional ten-year period at our option if certain conditions are
met. This License gives us the exclusive right to operate the existing southern Argentine gas transportation
pipeline system. Our system connects major gas fields in southern and western Argentina with both distributors
and large consumers of gas in those regions as well as in the greater Buenos Aires area, the principal population
center of Argentina.

We are also the largest processor of natural gas and one of the largest marketers of NGL in Argentina.
We operate the General Cerri gas processing complex and the associated Galvan loading and storage facility in
Bahia Blanca in the Buenos Aires Province (the “Cerri Complex”) where NGL are separated from gas
transported through our pipeline system and stored for delivery. Our NGL production and commercialization
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business is not subject to regulation by ENARGAS, and revenues from this segment represented approximately
50% and 57% of our total net revenues during the years ended 2009 and 2008, respectively.

Controlling shareholders

Our controlling shareholder is CIESA, which holds approximately 55.3% of our common stock. Local
and foreign investors hold the remaining shares of our common stock. CIESA is owned 50% by Petrobras, 40%
by a trust whose fiduciary is ABN AMRO BANK N.V. Sucursal Argentina, (“the Trust”), and the remaining
10% by EPCA.

Due to the Argentine macroeconomic situation, starting with the enactment of the Public Emergency
Law, CIESA did not pay at maturity, in April 2002, the principal, the last interest installment, and the cap and
collar of its interest rate agreements.

In April 2004, Petrobras Energia S.A. (“Petrobras Energia™) and Enron, at that time CIESA’s only
shareholders, entered into the Master Settlement Agreement to provide the necessary flexibility to move forward
in restructuring CIESA’s financial debt. The Master Settlement Agreement provided for, among other things,
certain stock transfers to be implemented in two successive steps. In July 2005, ENARGAS approved the
implementation of the first stage of the transactions contemplated by the Master Settlement Agreement and, as a
result, on August 29, 2005, (a) Enron transferred 40% of CIESA’s shares to a newly created trust, and (b)
Petrobras Energia and its subsidiary, Petrobras Hispano Argentina S.A., transferred Class “B” common shares of
TGS, representing 7.35% of TGS’s capital stock, to subsidiaries of Enron, which in turn were subsequently sold
to third parties.

The Restructuring Agreement signed on September 1, 2005 among CIESA, Petrobras Energia, Petrobras
Hispano Argentina S.A., EPCA, the Trust and its creditors contemplated the terms and conditions of the second
stage of CIESA’s restructuring process, which was to be completed once the appropriate approvals were obtained
from CNV, ENARGAS and Comisién Nacional de Defensa de la Competencia (“CNDC™).

On January 9, 2009, while approval of the Restructuring Agreement was pending before government
bodies, AEI - the only self-declared holder of the corporate bonds issued by CIESA in 1997 - notified CIESA its
election to terminate the Restructuring Agreement.

On January 28, 2009, CIESA brought an action (the CIESA’s Action) in New York state court seeking a
declaratory judgment that any action initiated by AEI against CIESA in connection with the corporate bonds is
barred by the statute of limitation, requesting an injunction for strict performance of the Restructuring Agreement
and requesting damages for unlawful termination of the agreement by AEI.

In February 2009, AEI filed a bankruptcy petition against CIESA in the Courts of Argentina in
connection with its financial debt. In October 2009, the Court of Appeals (Sala C de la Camara de Apelaciones
en lo Comercial de la Capital Federal) denied the bankruptcy petition lodged by AEI.

By means of a decision dated April 12, 2010, the court in New York decided to exercise jurisdiction
over CIESA’s request to hear both the main issues raised against AEI in connection with the statute of limitations
of the notes issued by CIESA in 1997 and those matters raised alternatively. On May 13, 2010, AEI filed an
answer to CIESA’s Action and a counterclaim against CIESA seeking the payment of CIESA’s financial debt.
This counterclaim is also against Petrobras Energia and Petrobras Hispano Argentina S.A. seeking a
compensation for damages, alleging that Petrobras Energia and Petrobras Hispano Argentina S.A. have the
control of CIESA and that Petrobras Energia and Petrobras Hispano Argentina S.A. acted in their own advantage
in an effort to defraud AEI. As of the date of the issuance of this Annual Report there are no other Court
decisions related to this matters.

Capital expenditures

During the last three years, our aggregate capital expenditures amounted to approximately Ps. 579.4
million. Such capital expenditures include Ps. 139.4 million related to our gas transportation system expansions
which were carried out under prepayment schemes, Ps. 251.6 million related to improvements to our gas
transportation system, Ps. 109.5 million related to NGL production and commercialization activities and Ps. 78.9
million related to other services activities. Information relating to the size and financing of future investments is
included in “Item 5. Operating and Financial Review and Prospects”.
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In 2007, we conducted an expansion project in order to meet new firm transportation requirements for
an additional capacity of 56 MMcf/d, which capacity was subscribed by Aluar Aluminio Argentino S.A.C.I.
(“Aluar™) and certain natural gas producers. This expansion project involved the construction of 50 miles of
loops along the San Martin pipeline and the renovation of a compressor plant. This expansion, which cost
approximately Ps. 80 million, was financed by means of advance payments from the customers, which are being
cancelled through the effective rendering of services. These expansions allowed an increase in our gas
transportation revenues of approximately Ps. 26 million annually.

Additionally, during 2008, Aluar subscribed 35 MMcf/d additional transportation capacity. The pipeline
expansion works related to this incremental service involved an investment of roughly Ps. 111 million. The

related works consisted of the installation of loops along the San Martin pipeline and their financing was
completed during 2009 through the advance payment for service from our customers.

B. Business Overview

GAS TRANSPORTATION

As a transporter of natural gas, we receive gas owned by a shipper, typically a gas distributor, at one or
more intake points on our pipeline system for transportation and delivery to the shipper at specified delivery
points along the pipeline system. Under applicable law and our License, we are not permitted to buy or sell
natural gas except for our own consumption and to operate the pipeline system. See “—Regulatory Framework”
below for more information.

Our pipeline system connects major gas fields in southern and western Argentina with distributors of
gas in those areas and the greater Buenos Aires area. Transportadora de Gas del Norte (“TGN”), the only other
natural gas transportation operating company that supplies the Argentine market, holds a similar license with
respect to the northern pipeline system, which also provides gas transportation services to the greater Buenos
Aires area.

Gas transportation services accounted for approximately 42%, 36% and 41% of our total net revenues in
2009, 2008 and 2007, respectively. In 2009, approximately 96% of our average daily gas deliveries were made
under long-term firm transportation contracts. (See “—Customers and Marketing” below). Firm transportation
contracts are those under which capacity is reserved and paid for regardless of actual usage by the customer. All
of our firm contracted capacity is currently subscribed for at the maximum tariffs allowed by ENARGAS. During
2009, the amount of net revenues derived from firm transportation contracts was approximately Ps. 617.2
million, representing 92% of the total net revenues for the gas transportation segment. Substantially all of our
remaining gas deliveries were made under interruptible transportation contracts entered into predominantly with
four gas distribution companies and industrial customers. Interruptible contracts provide for the transportation of
gas subject to available pipeline capacity. The Argentine government has at times directed us to interrupt supply
to certain customers and make deliveries to others without regard to whether they have firm or interruptible
contracts (see “Regulatory Framework—Industry Structure” below for more information).

Customers and Marketing

Our principal service area is the greater Buenos Aires region in central-eastern Argentina. We also serve
the more rural provinces of western and southern Argentina. Our service area contains approximately 5.3 million
end-users, including approximately 3.5 million in greater Buenos Aires. Direct service to residential, commercial,
industrial and electric power generation end-users is mostly provided by four gas distribution companies in the
area, all of which are connected to our pipeline system: MetroGas S.A. (“MetroGas”), BAN, Camuzzi Gas
Pampeana S.A. (“Camuzzi Pampeana”) and Camuzzi Gas del Sur S.A. (“Camuzzi Sur”). These distribution
companies serve in the aggregate approximately 68% of the distribution market in Argentina. The other five
Argentine distribution companies are located in and serve northern Argentina and are not connected directly to
our pipeline system.
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The table below contains certain information for 2009, as it relates to the distribution companies that are
connected to our pipeline system:

Annual % of Market No. of End-Users % of deliveries
Company Deliveries (Bcf) Served (in million) received from us
MetroGas @ 265.4 25% 2.2 90%
Camuzzi Pampeana @ 167.6 16% 1.2 98%
Camuzzi Sur 160.1 15% 0.5 100%
BAN @ 127.8 12% 1.4 70%
68% 53

@ Also connected to the TGN system.
Source: ENARGAS

The firm average contracted capacity for our four largest distribution customers, and for all other
customers, as a group, at December 31, 2009, 2008 and 2007, together with the corresponding net revenues
derived from firm gas transportation services during such years and the net revenues derived from interruptible
services during such years are set forth below:

December 31,

2009 | 2008 | 2007
Average firm Average firm Average firm

contracted Net revenues contracted Net revenues contracted Net revenues
Firm: capacity (million of capacity (million of capacity (million of

(MMcf/d) pesos) (MMcf/d) pesos) (MMcf/d) pesos)
MetroGas 777 180.2 77 178.0 777 176.9
Camuzzi Pampeana 452 85.6 452 89.2 452 86.3
BAN 346 68.1 346 70.5 346 68.6
Camuzzi Sur 378 211 374 205 371 20.6
Petrobras Energia 131 40.9 155 31.8 155 28.5
Others 558 221.3 484 85.3 466 84.8
Total firm 2,642 617.2 2,588 475.3 2,567 465.7
Interruptible  and
others: 52.2 31.0 43.8
Total 2,642 669.4 2,588 506.3 2,567 509.5

Step-down Rights. We are required by the ENARGAS to grant all shippers of natural gas step-down
rights, which permit the shippers to reduce some of their committed capacity in the zones where, as a result of
open bidding, new shippers of natural gas subscribed for firm transportation capacity, so long as we do not suffer
any economic harm. ENARGAS’s intention is to promote more efficient use of the pipeline system, avoiding
over-subscribed capacity at levels above market demands. These rights have not been exercised by any clients
yet. In case they are exercised, the associated revenue reduction will be compensated by the revenue increase
generated by the new firm transportation contracts resulting from the open bidding.
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Pipeline Operations

Pipeline Deliveries. The following table sets forth our average daily firm and interruptible
transportation deliveries for 2009, 2008 and 2007:

December 31,

2009 | 2008 | 2007
Firm: Average daily deliveries Average daily Average daily
(MMcf/d) deliveries (MMcf/d) deliveries (MMcf/d)

MetroGas 678 692 710
Camuzzi Pampeana 357 371 364
Camuzzi Sur 279 268 261
BAN 268 275 297
Others 519 484 431
Subtotal firm 2,101 2,090 2,063
Subtotal interruptible 95 138 166
Total 2,196 2,228 2,229
Average annual load factor®) 79% 86% 87%
Average winter heating season load

factort) 86% 85% 93%

@ Average daily deliveries for the period divided by average daily firm contracted capacity for the period, expressed as a percentage

In 2009, as in every year, we committed substantial efforts and resources to ensure the reliable and
efficient operation of our pipelines. Our endeavor was reflected in a compressor availability average of 97.2%
and our record deliveries average of 2.8 Bcf/d during the three-day peak. In this effort, we actively cooperated
with the connection of the natural gas re-gasifying tanker (hired through Energia Argentina S.A. (“ENARSA”)
and discussed below) to our pipeline system, which allowed an increase in the volume of the natural gas supply
during winter demand peaks.

Pipeline Expansions. In light of the lack of expansion of the natural gas transportation system in 2002
and 2003 (as a consequence of the “pesification” of tariffs and the fact that the renegotiation of the License is still
pending) and a growing gas demand in all segments of the Argentine economy, the Argentine government
established in April 2004 - through Executive Branch Decree No. 180/04 and Resolution No. 185/04 issued by
the MPFIPyS - the framework for the creation of a trust fund (the “Gas Trust”) aimed at financing the
expansion of the national gas transportation system in a manner different from that established in the License.

In 2005, the first Gas Trust was constituted with the purpose of financing the expansion of the San
Martin pipeline transportation capacity for approximately 102 MMcf/d. The expansion, completed in August
2005, was achieved through the construction of approximately 316 miles of pipeline and a compression capacity
increase of 30,000 HP through the construction of a new compressor plant and the revamping of some existing
units. The Gas Trust invested approximately US$311 million, which will be repaid by applying 20% of the
revenues generated by the additional firm contracted capacity plus a surcharge, which is ultimately paid by
industries, power plants and CNG suppliers for whom gas transportation supply is made under firm contracts. To
cover part of the project cost, we invested approximately US$40 million in the expansion (including Value
Added Tax, “VAT” in the amount of US$7 million), which we will recover through our right to collect 80% of
the revenues obtained from the additional transportation capacity based on our current tariff rate (but not to the
extent of any increased rate that may apply in the future). These amounts represent annual revenues of
approximately Ps. 23 million. This amount is expected to be fully repaid at the end of the license period.

In April 2006, the Ministry of Federal Planning and Public Investment and Utilities, the Federal Energy
Bureau and natural gas transportation companies, among others, signed a Letter of Intent to carry out the second
expansion of the gas pipeline system which will increase the capacity of our transportation system by 378
MMcf/d. In December 2006, the gas trust fund contracts for the second expansion were signed, and we entered
into an agreement under which we will manage the expansion project.

Ownership of the works of the second expansion lies with a gas trust fund and the investment is
financed by other gas trust funds, whose trustors are the gas producers and the shippers who subscribed the
additional capacity. The costs of the works are being repaid with a new tariff charge that is ultimately paid by
the users with firm transportation contracts, other than residential users. In addition, as the works come into
service, we take charge of their operation and maintenance and the rendering of firm transportation services. For
these services, we are paid a monthly Charge for Access and Use (“CAU”). The CAU is less than the
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transportation tariff because we were not required to make any investment in the construction of this pipeline
expansion.

The second expansion involves the installation of over 708 miles of pipeline loops and 196,800 HP of
additional power. It also involved the construction of a new pipeline in the Magellan Strait, which will permit the
transportation of natural gas from the Austral basin. This new pipeline in the Magellan Strait has a length of 24
miles and a transportation capacity of 600 MMcf/d. This work required the technical support of Petrobras (under
the scope of the Technical Assistance Agreement — See “Item 4. Our Information—B. Business Overview—Gas
Transportation—Pipeline Operations—Technical Assistance Agreement” below), which brought to the project its
know-how and experience in off-shore activities. The dredging in the seabed and the later laying of the pipeline
was carried out by the Dutch consortium of Royal Boskalis Westminster NV and the Allseas Group S.A. This
project was completed in March 2010. The completion of this pipeline, which was technically challenging, was
in itself a significant and strategic undertaking for Argentina. Development of this pipeline will support ongoing
expansion of the Argentine economy and growing energy demand through the development of domestic reserves.

Under our management agreement signed in December 2006, we billed Ps. 50 million as consideration
for the services to be rendered for 247 MMcf/d of the second expansion. As of December 31, 2009, we have
collected Ps. 10.6 million plus VAT and have an account receivable of Ps. 39.8 million (VAT included).

Additionally, we are negotiating, with the ENARGAS and the trustee of the gas trust funds, the terms
and conditions (other than the tariff which was set by the ENARGAS in 2008) under which we will render the
operation and maintenance services of the assets associated with the incremental transportation capacity of 247
MMcf/d. Also, we are currently negotiating an amendment of our management agreement in order to include
management services associated with the remaining portion of the second expansion, which will increase the
transportation capacity of our system by 131 MMcf/d.

As of December 31, 2009, 166 MMcf/d of the second expansion project (of a planned total of 378
MMcf/d) had already been completed and become operative. Currently, the construction schedule for the second
expansion provides for a total additional capacity of 247 MMcf/d (including the previously completed 166
MMcf/d) to be completed by the end of 2010. The schedule for construction of the remaining 