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YPFB CORPORATION: A BENEFIT FOR ALL BOLIVIANS

o Hydrocarbon nationalization has become the axis of the process of change that has re-founded Bolivia,
recovering inalienable faculties of control, direction and use of its hydrocarbons for the Bolivian State.
It has become a source of dignity, sovereignty and development for the country, by allowing the wealth
generated by these resources to be invested first for Bolivian women and men.

The funds obtained through the nationalization process contribute in a tenable way to national development.
45% of Bolivian exports are represented by the hydrocarbon sector. The income generated directly
benefits nine Gobernacionesl, 327 municipalities, the public university system and the Treasury with
resources destined to health, education and social infrastructure sectors with the goal of improving the
quality of life of Bolivian citizens.

During 2010 YPFB Corporation paid approximately US$ 1,518 million among royalties, participation in
the TGE and Direct Tax on Hydrocarbons (IDH), an amount higher than in 2009.

The hydrocarbon state administration in charge of YPFB has committed bigger markets for natural gas
and is projecting to diversify its offer. These projects need to be implemented in order to increase
production and reserves, as well as transportation and storage capacity, and to guarantee the implementation
of projected separation plants and the expansion of natural gas services.

With this in mind, YPFB has formulated an exploration plan that covers: 19 areas under operation
contracts; 12 areas under reserved area E&E contracts (agreements on energetic cooperation); five areas
under contracts pending to be approved by the Plurinational Legislative Assembly (four authorized and
one in authorization process in the Legislative Assembly); two areas in the stage of negotiating contracts;
10 areas assigned to YPFB Corporation; six areas under study agreement and seven areas for new
study agreements also undergoing negotiation processes. At the same time, we are working for the
publication and public callings for bidding on 56 new and available reserved areas.

YPFB has started to generate new projects such as the construction of extraction plants for liquefiable
elements in Rio Grande and Gran Chaco. Both of these, once working, will generate approximately US$
1,120 million annually as a result of the separation of liquid components from gas rich for export.

In regards to domestic natural gas, there are 500,000 new connections planned for the 2011 - 2015
period. The goal is to achieve a 48% participation in the energetic balance, decreasing the need for
gasoline consumption and liquid gas (GLP). Additionally, the GNL project pretends to reach regions far
from the national gas pipeline system.

During these past five years investments in the oil field have duplicated. YPFB Corporation and operating
companies invested a total of US$ 4,167 million, from which US$ 2,353 million came from the State Oil
Company and its subsidiaries: YPFB Chaco, YPFB Andina, YPFB Petroandina (YPFB Andean Oil), YPFB

Lic. Carlos Villegas Quiroga
Yacimientos Petroliferos Fiscales Bolivianos
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Transporte (YPFB Transportation), YPFB Refinacion (YPFB Refineries), YPFB Logistica (YPFB Logistics)
and YPFB Aviacion (YPFB Aviation). This investment is equivalent to 63.9% of the total investment in
the sector. For 2011, a total investment of US$ 1,814 million is projected in accordance to the 2011
Investment Program, from which US$ 1,141.7 million come from YPFB and subsidiaries (62.9%) and
US$672.4 million come from operating companies.

During the 2006 - 2010 period YPFB Chaco worked on exploration and exploitation areas: it drilled 18
new wells and implemented 24 interventions; it registered 335Km2 of seismic 3 and is currently processing
all of the gas provided by its wells in three cryogenic plants. These activities cover almost 42% of the
national global GLP production. The objectives of the company are mainly oriented towards exploration
and new discoveries.

YPFB Andina carries out 21 operation contracts. It tripled its investment, reaching US$ 204 million in
2010, with the goal of duplicating gas production in their operating fields and planning to increase the
gas supply volume by up to 20% in non-operating fields. Its 2011 investment budget reaches US$ 246
million, from which 72% will be destined to exploration efforts, development and intervention of wells.

YPFB Petroandina operates under the mandate of accelerating exploration activities in the northern Sub-
Andean and Southern Sub-Andean regions, where it is planning to invest approximately US$ 140 million.

During 2010 YPFB Transporte invested US$ 80 million and in the current term the investment will grow
up to US$ 140 million. Currently it works in four mega-projects of expansion and construction of gas
pipelines that will increase its natural gas transportation capacity to the Occident and South of Bolivia.
Additionally, the GIJA project will increase the volume of exports to the Argentinean market. Moreover,
YPFB subsidiary GasTransBoliviano (GTB) is building an alternate crossing 2.7 Kms long in Rio Grande
that will run parallel to the existing pipelines in order to ensure a continuous gas supply to Brazil, since
68% of Bolivian natural gas production flows through this pipeline representing 45% of the total gas
commercialized in that country.

YPFB Refinacion is undertaking projects destined to increase the processing capacity of crude oil in
Gualberto Villarroel and Guillermo Elder Bell refineries in order to increase the volumes from 44,800 to
68,500 BDP. In this way the company will be able to satisfy the refining needs of production in accordance
to the 2009-2015 Investment Plan.

The storage of gasoline and diesel fuel will be increased in a 150% and will require an investment of US$
120 million. This activity will be implemented by YPFB Logistica. YPFB Aviacion has projected a 60%
increase in its jet fuel storage capacity with an investment of US$ 18.7 million.

YPFB prioritizes the development of hydrocarbon exploration and exploitation projects in order to obtain
greater volumes in the short and medium term. This guarantees the supply in the domestic market,
export commitments made in the current contracts with Brazil and Argentina and industrialization projects.
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DURING THE 2010 TERM, YPFB
CORPORATION PAID APPROXIMATELY
US$ 1,518 MILLION IN ROYALTIES,
PARTICIPACION IN TGN AND DIRECT
TAX ON HYDROCARBONS (IDH), AN
AMMOUNT HIGHER THANT THAT
CORESPONDING TO THE 2009 TERM.

The hydrocarbon nationalization has consolidated YPFB Corporation as one of the most important
Bolivian companies. It has proven its investment execution capacity and has started a new exploratory
cycle for the benefit of all Bolivians.

Lic. Carlos Villegis Quiroga
Executive President
Yacimientos Petroliferos Fiscales Bolivianos
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LETTER OF THE PRESIDENT OF YPFB TRANSPORTE S.A.

This 2010 Report presentation letter will be longer than usual. Nevertheless, and with my apologies to the
readers, | think that what happened in the company is a story that deserves to be told, mainly as a record of
Bolivian historical memory.

The current process of gas and oil nationalization in Bolivia has provided us with interesting stories. One of
them was the process of taking control and redirecting the former Transredes S.A., now YPFB Transporte S.A.

Not everything went always as planned. In the case of our company, none other than the third largest gas and
oil transporter in South America, the process was somewhat traumatic.

Since May 1st, 2008 we have had at least five different administrations. This has given our company an image
of instability in opposition to the solidity of its assets and the high level of human resources preparation within
the group of firms that are part of the company. A company, nonetheless, that holds a major strategic share
of the Bolivia — Brazil gas pipeline through our subsidiary GTB S.A. and holds a minority share in TBG S.A.
on the Brazilian side. Both of these subsidiaries indicate Bolivian presence at the Bolivia — Brazil Gas line, best
known as “GasBol".

Countdown

In yet another predicament of the company, it was my turn and that of six new managers to take control
of YPFB Transporte, just like the “Seven Samurais” in the Japanese director Akira Kurosawa’s movie. As in
the movie, we needed to form an elite team, committed to change and willing to put themselves on the line
in order to take the company out of what was already a structural crisis which began in the late years of
] the so called capitalization. Among other critical issues, we only had four working days to solve the issue
S A i of temporal renovation (for six months) of all of the company’s patrimonial insurances, a requirement without
i which the company could stop operating. That had never happened before thanks to the firmness of the
insurance markets of London.

Destiny configured an unexpected combination of young people trained within the company, an invited
partner of the financial sector and myself, until then President of GTB, that were to take the reins of the
company. YPFB Transporte is not just any company, but the most strategic one in the Bolivian natural gas
chain, since it is the fundamental pillar for the opening of foreign markets for Bolivian gas and oil and the
guarantor of energetic safety of liquid hydrocarbons in the country, 24 hours a day and 365 days a year.

Since August 2010 and with less than 150 days to conclude the term, this administration had to lift -almost
from zero- the execution commitments for 2010, so far seriously delayed, in order to fulfill YPFB Corporacion’s
investment plan. At the same time, we also had to achieve the internal cohesion of the personnel affected
and discouraged by the recurrent changes of command; reduce costs to project the company internationally;
launch an ambitious gas pipeline construction program for the domestic market and for exports to Argentina
(Integration Pipeline Juana Azurduy-GIJA), as well as the Carrasco Cochabamba Pipeline (GCC), expansion
of the Altiplano Phase 3 Pipeline (GAA), the Villamontes Tarija Pipeline (GVT) and Liquidos Sur.

Executive President
YPFB Transporte S.A.

° Lic. Christian Inchauste
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Summarizing, the company has kept international quality, safety, health, environmental and social standards
performing an important role in the promotion of better professional practices in the industry. It also promotes
a culture in which all employees and subcontractors share the commitment of environmental and life
preservation.

Thanks to the level of maturity of the management system this year we achieved the recertification of ISO
9001:2000 (quality), ISO 14001:2004 (environmental) and OHSAS 19001:2007 (occupational health and
industrial security) norms. With these certifications the company ratifies its leadership in hydrocarbons
transportation as a reference company in SSMS at the Latin American level.

The guality management system implemented by the company shows our share holders the product of a
transparent management, generating trust for their investments.

Communication and social responsibility

The area of Corporate Communications and External Relations played an important role during this term by
designing and implementing a new communicational strategy coordinated with Headquarters. Following the
Sustainable Development Policy we worked in communicating the project advances and achievements of
the company through encompassing communication campaigns through different products in the media for
the general public.

We also implemented important Corporate Social Responsibility programs in communities and the general
population. Coordinating with the social area we worked in the diffusion of safety messages regarding the
pipelines, relations with indigenous and peasant population in previous processes and for environmental
licenses for the projects.

Challenges and investments

With effective contracts on natural gas and liquid hydrocarbons transportation, YPFB Corporacion
is, at the same time, our main charger. We constitute a link in the chain that integrates Bolivia and
South America, which links together production with the market in the Bolivian hydrocarbon chain,
a scenario in which our role is to keep supplying a safe, efficient and quality service.

In example, we are a highly competitive option for the transportation of an increasing volume of
hydrocarbons to the export markets of the countries in the region.

We have ahead the greatest challenge that will take us to play an important role in the development
of Bolivia. On that way, we will also improve Bolivians quality of life through bigger expansions of
the main pipeline network which cater both the domestic and export markets.

Our acts and the results we have achieved prove that we are the energy transporter that integrates
the country and South America, for which we face with great optimism the challenges for 2011.
At the same time, we are sure to have the human, financial and technological resources needed
to continue implementing a safe, trustable, efficient and transparent corporate management.
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2011 is a year of big challenges, above all because the company will duplicate its transportation
capacity by executing five megaprojects that will have an economic and social impact in Bolivia.

We have foreseen an investment of US$ 287 million for the implementation, conclusion and
launching of five megaprojects for the next five years. With this, the domestic market will develop
by encouraging a change in the energetic matrix in the country and an independent provision
of different types of fuel. The company’s global investment horizon could even reach something
around US$ 2,000 million with the inclusion of the propane pipelines projects (linked to the liquid
separation plant in Gran Chaco developed by YPFB Corporacion) and eventually could support
the industrialization of gas.

This will be a fundamental challenge for the economic development of Bolivia that will need to
be accompanied by the industrialization of hydrocarbons. For this purpose, YPFB Transporte
also faces the challenge of acquiring the contracts that will back the future expansion investments
in the gas and liquids systems, managing norms that will allow the company to have sufficient
capacity to meet market requirements and allow a sustainable development of the company.
Likewise, new service contracts with Gas TransBoliviano and Gas Oriente Boliviano will be defined.
All of this will cause the company to execute a record investment in projects that will position
Bolivia as the Energetic Center of South America.

The fulfillment of the investment plan of YPFB Transporte is a fundamental priority as is the issue
of pipeline maintenance and the approximately 40 compression, measurement and bombing
stations.

| am convinced that one of the great challenges of the company is to design an important project
for the end of the decade that could be the pillar of natural gas industrialization without forgetting
the energetic security of the country.

This will be possible if we work together with dedication and with the objective of making these
projects come true in order to attract investments of neighboring countries and transform ourselves
in a Bolivian company that integrates our country with South America through a hydrocarbon
transportation system capable of responding to the international demand. We work so that 2011
comes to be a consolidation year of the sector with YPFB at the head as the first company in
the country and, in the future, one of the 50 most important in the continent.

Finally, it is also a personal satisfaction to present the results of the work of a first level human
team through the Annual Report and Financial Statements audited in the year 2010.
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LETTER OF THE BOARD OF DIRECTORS

Throughout January 2010 — March 2011 the Board of Directors approved the execution of important projects,
the signature of contracts, services and other items for an approximate amount of US$ 200 million. However,
beyond the achievements of approval and execution of these projects for the development of the domestic
and export markets, the Board of Directors also monitored issues that, in a particular way, have a direct
influence on the Partnership. The Board expresses in that way its concern about the need of YPFB Transporte
to rely on a fee revision which has been delayed for over six terms. With no doubt, this affects a good economic
performance and the possibility of facing bigger challenges in transportation infrastructure.

Since 2010 time and resources have been invested in the negotiation and preparation of bonds issuance for
an amount of US$ 125 million with the objective of achieving a better economic position for the company in
regards to projects and debt commitments. Nevertheless, authorities of the Executive power did not approve
this requirement, eventually dismissing this alternative promoted by the company. This alternative could have
made possible by the unlocking of restrictions in the IBD/CAF contract via a prepayment of US$ 24 million
of the contracted debt. The challenge for 2011 will be to obtain other sources and resources, insisting on
the bonds issuance mechanism which is considered a valid way to achieve the goals of the Partnership.

Tax issues have been reported and analyzed by the Board always searching for possible solution formulas
or by creating scenarios that minimize a possible economic impact on society. This issues, by large inherited
from previous managements from the capitalization period, have not been resolved, in some cases, due to
inadequate interpretations by the National Tax Service (SIN), by voids in the formerly called Supreme Court
(now Supreme Tribunal of Justice) and others that complicated decision making by the corresponding
institutions. The Board has recommended the Executive Presidency of the Partnership to take concrete actions
that will make possible to achieve better results for the company.

Resolutions or decisions adverse to the Partnership will have a negative impact on the execution of committed
projects as well as on the possibility of distributing dividends to the share holders among which YPFB
Headquarters holds approximately 98% participation. It is necessary to establish channels and/or joint actions
at the corporate level in order to reach decisions that will benefit corporate performance.

A possible tax contingence in GTB, which if having been made effective could have significantly affected YPFB
Transporte S.A. as the majority share holder of GBT, was reverted in time. The inadequate interpretation of
the normative by SIN (finally rectified) generates uncertainty with regards to other determinations that could
arise with a negative effect for the company.

These issues, added to other factors exogenous to the Partnership, such as delays in approvals by the National
Hydrocarbons Agency (ANH) or the lack of recognition of expenses incurred by that agency, delays the
issuance of environmental permits which only adds to the imperious need of making very important investments
effective. These investments will benefit Bolivian society and the external markets and their delay somewhat
affect the commitments the company made. About this specific point the Board has sent letters to the Ministry
of Hydrocarbons and Energy, to YPFB Headquarters and the ANH expressing their concern about several
issues that would expose the Partnership to difficult economic situations.

In another area, the implementation of Resolution 039/2010 of the YPFB Headquarters Board (implementation
of a new wage scale) resulted in the departure of six high level executives. As has been reported, this situation
was overcome through the appointment of new executives who immediately occupied the vacancies with
satisfactory results.

YPFB Transporte S.A. has shown a new face and identity within the Bolivian energetic context by helping
solve social problems as in the case of the effective support to the reestablishment of the drinking water
distribution system to the areas affected by the landslide and disasters in the South of La Paz. It has also
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worked on strengthening health values by supporting sport activities which enhanced Bolivian presence at
the international level.

Additionally to this, the intention of creating an international image of the company with its presence in
transportation projects and others outside of the country has been well received by the Board. We consider
that this intention constitutes a true challenge in the search for new business lines for YPFB Transporte S.A.

It is also important to highlight the efforts of the executive staff and the Board to establish mechanisms that
will improve bidding processes, especially in the area of insurances. These efforts have been consolidated with
the decision of changing the way in which insurance companies are hired. Despite this, the Board and the
executive staff have had to face situations that have delayed well timed decisions. Thanks to good decisions
and adequate actions, currently there is significant progress in the treatment of bidding processes in terms
of total transparency and appropriateness.

The company has developed seminars and has organized television presentations via screens distributed
throughout the company. As a result of these actions the creation of a new Transparency Unit is being
consolidated through public call for personnel to take charge of the Unit.

Two members of the Board of YPFB Transporte S.A. are currently participating in the revision of the company’s
statutes. These new statutes should be adapted to the new political/energetic context in Bolivian society and
should be consistent with the other subsidiaries of YPFB Corporacion.

The expansion of the universe of suppliers of goods and services that can be included in YPFB Transporte
S.A.’s database has been an important topic for the Board. Our recommendation was that the executive staff
consolidates a database with a larger number of suppliers of materials and services in order to achieve higher
competitiveness and transparency, better economic and qualitative results in the processes.

During this period the members of the Board have attended and participated in meetings called by YPFB
Headquarters. This shows our interest in coordinating efforts in different situations and achieving a better
corporate integration with members of other subsidiaries and Headquarters.

We value the permanent monitoring of YPFB Headquarters about the progress of programmed projects. In
regards to this, the Board has repeated in every meeting with the executive staff that it is important to improve
the project progress indexes. Nevertheless we must recognize that in 2010 commitments have not been fulfilled
in the degree in which it was planned but we are sure that achieving better results is a commitment for 2011.

Although the effort of YPFB Transporte S.A.’s Board has been focused on the approval of projects and
recommendations for the execution of several actions that are proper of the company, it is necessary to
implement more and better monitoring mechanisms for their fulfilment. Monitoring activities will be made easier
by the new monitoring and control format elaborated by a unit created in YPFB Headquarters.

Finally, the Board of YPFB Transporte S.A. has been consequent in its work inside the company creating a
new vision of the sector in regards to more and better use of resources to be transported to new markets. In
these undertakings we always prioritize the Bolivian domestic market and consultation with the directives of
the Hydrocarbon Nationalization Process.
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LETTER OF THE TRUSTEE

Santa Cruz de la Sierra, April 18th, 2011

Sirs,
Members of the General Share Holders Board
YPFB Transporte S.A.

Dear sirs,

In accordance to dispositions in Articles 335 and 337 of the Code of Commerce and the Statutes of
YPFB Transporte S.A. | have to inform the share holders of the company of the following.

During term 2010 | attended, with voice but no vote, the meetings of the Board of Directors and of the
share holders of the Society. | have reviewed the formal registrations of the company in the corresponding
public institutions. Also verified the constitution of bails for the positions of directors and trustee as well
as the keeping of accounting books, records of stock and act books of the Society.

| reviewed the general balance of YPFB Transporte S.A. up to December 31st, 2010 as well as the States
of Results, the Net Patrimony and Cash Flow Evaluation. Also examined the independent auditors’ report:
Ruizmier, Rivera, Pelaez, Auza S.R.L. issued in the topic of Financial States.

The Annual Report of the Society corresponding to the term ending on December 31st 2010 has been
examined. Both the Report and the Financial Statements are responsibility of the general management
of the Society. As YPFB Transporte Trustee | have to issue a report on the contents of both documents
and on any other relevant issue concerning the Society.

The main project of YPFB Transporte is the Carrasco — Cochabamba Gas Pipeline (GCC), which is divided
into three sections with a budgeted total cost of US$ 172 million.

SECTION | (starting at Entre Rios, with a derivation of the Carrasco — Yapacani Gas Pipeline (GCY) and
ending in Villa Tunari) is 108 Kms long; SECTION II (from Villa Tunari until Pampatambo) is 78 Kms long,
and SECTION Il (from Pampatambo until Arrumani) is 65 Kms long. This last section was concluded in
2009; SECTION I initiated its operations in June 2010. On the other hand, SECTION II, which is the most
expensive (US$ 75 million) and the most complicated section, has suffered a setback due to delays in
the bidding and adjudication processes both in the pipes and the works.

SECTION Il as well as PHASE 3B of the Altiplano Gas Pipeline, the latter with a cost of US$ 20 million,
are funded by funds of a capital contribution of YPFB Headquarters.

A new construction project of term 2010 is the Integration Gas Pipeline Juana Azurduy (GIJA) which
costs US$ 27 million and through which natural gas will be exported to Argentina. The GIJA project has
three phases: PHASE 1 relies upon the construction of a gas pipeline 13 Kms long. PHASE 2 needs the
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construction of a compression station in that stretch. PHASE 3 requires the construction of loops and
additional compression units. During term 2010 the Society focused on the execution of PHASE 1 of
this project.

On March 26th, 2010 an addendum to the natural gas purchase-sale contract with Argentina was agreed.
This annex agreed the increase of natural gas production in the fields of the south of the country and
an increase in the production of liquids. Because of this, the Society has considered the need for an
expansion of its transportation capacity through the pipelines of the southern system, facing a new project
called “Southern System Liquids Expansion, annexed to GIJA”.

Yet another project of national interest was launched during this term: the expansion of the Villamontes
Tarija Gas pipeline (GVT) which will increase the natural gas transportation capacity. The project is
developed in the department Tarija and relies on the construction of four loops with a total extension of
46 Kms. in order to increase the gas transportation capacity as well as the adequacy of the pressure
point regulation and the measurement of volumes (PRM) in El Portillo.

Volumes of transported natural gas were also increased, in the domestic market as well as in the
international market in comparison with 2009. As for the export market, this increment is due mainly to
the recovery of the demand of Bolivian natural gas in Brazil. In the domestic market the increased was
caused by a higher demand of domestic use gas, vehicular gas (GNV) and the expansion of thermoelectric
generation capacity. This increase in volumes of gas has had a positive influence in the attached production
of liquids, generating more condensates and thus, transporting higher volumes than in 2009 of liquid
hydrocarbons for both, the internal and external markets.

No significant leaks of hydrocarbons were registered during 2010.

There is also a decrease in the net utility of the Society in comparison with the previous year, mainly
because a financial adjustment was implemented due the observation of the National Tax System (SIN)
about the interests on the credits given to Gas TransBoliviano S.A. (GTB) for the construction of the
Bolivia — Brazil gas pipeline. On the other hand, YPFB Transporte owns 99% of stocks in Transredes do
Brasil Holding Ltd. (TdB), a company that achieved in 2010 the reduction of payments on interests to
Trasnportadora Brasileira Gasoducto Bolivia Brasil Ltd. (TBG), owner, in Brazilian territory, of the pipeline
running from the border to Sao Paulo and Porto Alegre.

YPFB Transporte S.A. owns over 50% of the stock in Gas TransBoliviano S.A. (GTB). The relation between
these two companies has to reflect this majority participation and fall within the hydrocarbons nationalization
framework.

An investment of approximately US$ 80 million, including interests to capital, was achieved during this
year, amount close to the US$ 87 million record of 2009. The investments in the main projects during
this term were: GCC (US$ 43 million), GAA 3B (US$ 10.4 million), GIJA (US$ 10.3 million) and Southern
Liquids Expansion (US$ 9.7 million). Originally, the investment budget proposed for 2010 was of US$
116 million, but this was affected by delays in the construction of GCC, SECTION II .
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As of December 31st, 2010 the debt with IDB-CAF is of US$ 72.4 million. A restructuring of the lending
contract is already planned. There is a pre-agreement to fulfill this contract and some restrictions originated
in the hydrocarbons nationalization decrees. As a consequence of some conditions established in the
lending contract with IDB-CAF, the Society is currently prevented of distributing dividends among its
shareholders. The Society must evaluate carefully the possibility of not paying dividends until it is
consolidated within YPFB Corporacion.

The hiring of an insurance company and a local broker was difficult during 2010. A bidding modality was
chosen in order to hire a local insurance broker to manage insurances and to call for a public bid for a
national insurance company. There were several bidding public calls for both the insurance company
and the broker. Nevertheless, all were declared void for several reasons and the currently existing insurance
with La Boliviana Ciacruz had to be extended until February 16th, 2011. It is still necessary to select a
national insurance company and a local broker, according to the chosen modality.

The Rancho Nuevo accident, an oil spill that happened on January 7th, 2010, affected the Civil Responsibility
Insurance Policy issued by the insurance company La Boliviana Ciacruz for an amount of US$ 209,995.91
for cleaning expenses. Inexplicably, both Transredes and later YPFB Transporte did not defend their
rights during the past eleven years. La Boliviana Ciacruz still owes YPFB Trasnporte a fair retribution for
that accident. The management of the Society will have to make serious decisions soon in order to solve
this old dispute.

Regarding the legal problems that the Society faces against SIN, specifically about Determinative
Resolution 34/2003, it is important to note that 43 million Bolivianos were paid over the debt determined
by SIN. The Society requested that the debt be cancelled and until December 31st, 2010 it was still
expecting an answer. About Determinative Resolution 299/2005, the Society is currently making monthly
payments of 0.5 million Bolivianos in order to avoid tax fees and hopes to compensate this tax debt with
the corresponding accumulated fiscal losses. About Determinative Resolution 159/2007, a Decree is
expected to solve the administrative contentious process initiated in 2008. The Society proposed an
initial payment of 1.5 million Bolivianos and monthly payments of 0.4 million Bolivianos until the complete
payment of the debt.

The issuance of Private Bonds for an amount of US$ 32 million, acquired by YPFB Headquarters, was
negotiated. The Ministry of Economy and Public Finances did not authorize the issuance of public bonds
for an amount of US$ 125 million. A strategy, involving the Presidency, the Ministry of Economy and
Public Finances and the Ministry of Hydrocarbons, needs to be devised in order to make possible the
issuance of said bonds contemplating a holistic view of national finances.

A wage reduction for high executives was also implemented in the company. As a consequence, Six
executives left the company, but were quickly replaced. This measure was a first step to overcome the
existing asymmetry between wages in YPFB Headquarters and wages in other subsidiary companies.

The revision of fees for hydrocarbon transportation is vital in order to potentiate the Society’s finances.
For over ten years fees have not been updated. In order to achieve a revision of fees a strategy involving
the Presidency of the State, the Ministry of Hydrocarbons, the National Hydrocarbons Agency and the
Ministry of Economy and Public Finances need to be put in place.
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Once more, the Society has maintained efficiency standards established by ISO certifications on quality
and the environment, as well as by the OHSAS certification corresponding to health and occupational
security for the operation of hydrocarbon transportation through pipelines in all of its installations.

YPFB Headquarters has constituted a Commission formed by members of the Boards and Trustees of
the subsidiary companies to propose a revision of the statutes of each subsidiary and to devise one for
YPFB Corporacion. It is a challenge to structure a Statute to make compatible the interests of YPFB
Headquarters, a public company, with those of a ring of subsidiary companies which are corporations,
several of them with foreign companies as partners. This Statute must allow YPFB Corporacion to be
an agile and efficient company in which the interests of the Bolivian state are the most important without
hindering incentives that partner foreign companies may require. Policies and strategies of the Society
need to be clearly designed in coordination with YPFB Headquarters and other subsidiary companies.

It is important the Department of Corporate Communication duly evaluates the consequences of launching
publications and doing marketing in the media which, in an unjustified and systematic way, broadcast
news and comments against YPFB Headquarters.

There exist several human settlements through which pipelines of the Society pass through and which
represent a danger for the settlers. A plan needs to be prepared to have those pipes run underground
or to move the settlements elsewhere.

Not having known of any other elements that affect the Financial Statements of YPFB Transporte up to
December 31st, 2010, | recommend their approval.

§ 3

Santiago Sologuren Paz
Trustee of YPFB Transporte
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YPFB Transporte S.A. (formerly called-Transredes = Hydrocarbon Transportation Corporation) is a public
service Bolivian company dedicated to;thetransportation of hydrocarbons through pipelines.

It initiated operations on May-16this997 as a resultof the capitalization process of the state oil.company

Yacimientos Petroliferos Fiscales Bolivianos (YPFB). Back then the main share holders of the company

were TR Holdirgs LTd With 50% of the stock, the Bolivian Pension Funds Administrators (Futuro de Bolivia
~AFP and BBVA Prevision) with 34% of the stock while the'rest of the stock was owned by private investors

and former YPFB workers. |
On May 1st, 2006 in fulfilment of what Hydrocarbon Nationalization Decree 28701 “Heroes of the Chaco”
established the shares mana'géd by-the Bolivian Pension Funds Administrators were fully transferred to
YPFB. Later, on June 2nd, 2(568, fulfiling what was established on article 2 of Decree 29586, the full stock
package of TR Holdings LTd. Was registered under the name of the Bolivian State and subject to YPFB
control.

The campany plays a significant role in the Bolivian energetic sector as operator and owner of a network
of approximately 6,000 kilometers of pipelines (oil and gas pipelines):and associated installations providing
hydrocarbon transportation services from the different production fields in the country to' consumption
centers.

It transports hydrocarbons through a diverse and difficult geography covering seven departments, over
93 municipalities and 700 communities reaching the domestic Bolivian market and export markets in Brazil,
Argentina and Chile.

~ Activities are developed within the frame of the company’s sustainable development policy based on three
fundamental-pillars closely linked together: economic performance, environmental.and life preservation and
public responsibility.:«The company has a Business Management System based on quality certifications =
ISO 9001, Environmental certification - SO 14001, Health and Occupational Security certification OHSAS
18001l of them evaluated by TUV Rheiland.

Through' service supply contracts the company executes maintenance works on the Bolivian side of the
Bolivia — Brazil gas pipeline for Gas TransBoliviane S.A. (GTB). Under the same structure it supplies services
to'Gas Oriente Boliviano (GOB) in operation and maintenance of the San Matias pipeline derivate on Kp242
from the Bolivia - Brazil gas pipeline.

YPEB Transporte S.A. plays a fundamental role.in Bolivian gas exports to Brazil, with control of 51% of
the stock of Gas TransBoliviano S.A. (GTB) owner:of the Bolivian section of the Bolivia - Brazil gas pipeline.
Likewise, it controls 99% of the stock in Transredes do Brasil Ltd. (TdB) which in its own right controls'12%
of the'stock of Transportadora Brasileira Gasoducto Bolivia - Brasil:S.A. (TBG) owner of the Brazilian sector.
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YPFB Transporte S.A. also operates and manages the hydrocarbon storage station and the maritime
terminal owned by YPFB in Arica — Chile. These installations are used for the export of oil and import
of diesel oil. The export of natural gas to Argentina and import of diesel oil from this country is done
from the Yacuiba station. YPFB Transporte’s most important actives are located within the most
important natural gas production corridor in South America and with connections to Brazil, Argentina
and Chile, YPFB Transporte S.A. finds itself in a strategic position to promote the integration of the
regional energetic market.

The company is committed to operating its full network of oil and gas pipelines in compliance with
international norms and standards. Since the creation of the company, significant investments have
been made in order to increase the transportation capacity that will allow fulfilling the supply to the
internal market and the export markets in an effective and efficient way and to guarantee the availability
and reliability of the system.

In order to guarantee a continuous, efficient and safe Public Service of Hydrocarbon Transportation,
the company relies on a workforce of 476 people, all of them Bolivian.

Programs for the development of workers’ ability and competence in operations, maintenance, health,
security, environment and management have been implemented. In its second phase, this program
will develop abilities and competence by specialization area.

YPFB Transporte S.A. has social support programs based in good neighborhood, basic needs,
sustainability and local participation criteria in addition to communal benefits in regards to the proximity
of their installations to various communities.

It directs the hydrocarbon transportation network operations paying attention to its clients’ requirements,
providing a safe, efficient and competitive service in the current world. YPFB Transporte S.A. is a
company regulated by the National Hydrocarbon Agency (ANH), an institution that has given the
company four concessions of 40 years for the transportation of liquids and natural gas to the domestic
and export markets.

Values
< Citizen Consciousness, meaning that it operates with ethics and honesty in all its activities,
prioritizing the protection of the future public and behaving as good neighbors.

Mission - Excellence and Competitiveness, meaning that the clients’ satisfaction is valued constantly

To be the Bolivian hydrocarbon transporter, provider of a valuable, quality and reliable public service. aiming to improve efficiency both in terms of short term and low costs, maintaining a culture
o based on quality in all business processes.

Vision @ < Continuous Improvement, which constantly requires to ask the question of why things are done

To integrate Bolivia through Energy. in a certain way and to aim to improve not only the way of work but also who we are.

 Communication, meaning not only to share a sincere way of thinking but also, and more importantly,
to listen and be receptive to new ideas and diverse points of view.

24  YPFB Transporte S.A. | Annual Report 2010 YPFB Transporte S.A. | Annual Report 2010 25



o

Santa Cx_uz Slca Sica - Anca O|r'P|peIme B, B
S"aﬁ‘ral.pata i

e

R



BUSINESS MANAGEMENT SYSTEM

Once more, YPFB Transporte S.A. demonstrated in 2010 the solidity of its Business Management System,
achieving in October the renewal of ISO 9001:2008 (Quality) and ISO 14001:2004 (Environment) certifications
and the maintenance of the OHSAS 18001:2007 (Health and labor safety) certification for the operation
of hydrocarbon transportation through pipelines in all of its installations.

This achievement is the result of the continuous improvement of processes and services supplied by YPFB
Transporte S.A. to the sector and shows the commitment of all its employees and subcontractors with
quality, protection of life, health, the environment and social responsibility.

OPERATIONS

YPFB Transporte S.A., a part of YPFB Corporation, closes this term with important works for Bolivians
and the commitment of continue working with the same enthusiasm and commitment in 2011.

The projects currently under way and the great gas demand from the domestic market have been a
strong incentive to face our activities and work towards duplicating the hydrocarbon transportation
capacity thanks to the participation of all areas that are part of our company.

During term 2010 YPFB Transporte S.A. was successful in providing the natural gas and liquid
hydrocarbons transportation capacity required by the market. This operation was performed following
the highest safety indexes and operative availability as a result of the investments made in maintenance
and improvement of the pipeline network.

e The natural gas system availability indicator reached a 99.8% level and the liquids system reached
a 99.82% level.
e No gas leaks or liquids spill were registered during term 2010.

Transported Natural Gas

Millones de Pies Cubicos Dia (MMPCD)

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
® 107 113 109 105 8 91 109 113 133 150 169 189 214 250
® i64 149 &7 157 294 384 309 317 421 533 553 563 428 541
- o o 0 21 348 514 630 601 595 615 633 662 678 704
—e— a5 375 a5 375 462 611 681 673 705 754 852 873 876 904

®  Domestic e  Export

—e— Contract signatures —e— System capacity

During term 2010 the total volume of transported natural gas increased in 33% compared to the
previous term.
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The transported volumes for the domestic market increased in 17% compared to term 2009, mainly
boosted by a higher thermoelectric consumption rate. The deliveries to the thermoelectric sector
reached a growth of 22% due to the low rain precipitation during this year, which limited the hydroelectric
generation capacity.

On the other hand, deliveries to distributors in “City Gates” increased by 10%, maintaining the steady
growth registered since 2001.

YPFB Transporte S.A. closes term 2010 with Phase | of the Carrasco Cochabamba Gas Pipeline
(GCC), which means an increase of 11 MMpcd in transportation capacity, benefitting the users of the
Altiplano Gas Pipeline. At the same time, the first stage of Phase 3B of the expansion of Altiplano Gas
Pipeline was concluded, which allowed increasing the transportation capacity to the markets in Oruro
and La Paz in 33.5 MMpcd and 43.4 MMpcd.

The average natural gas volume transported to the export market increased by 43% in comparison
to the previous term. This increase is mainly due to a higher transportation volume to the Brazilian
market thanks to the recovery in the demand of Bolivian gas and a higher transportation assignment
to the YPFB Transporte S.A. system.

Volumes of Transported Liquid Hydrocarbons

Transportation of liquid hydrocarbon to the domestic market during 2010 increased by 7% compared
to the volume of the previous term, mainly due to a higher transportation rate of condensed hydrocarbons
associated to the production of natural gas.

Transportation of liquid hydrocarbon to the export markets was limited to reconstituted crude oil and
increased by 4% compared to the volumes in 2009, as a result of a greater availability of crude for
processing in refineries of the domestic market.

The gas and liquids transportation systems maintain a high level of reliability and availability as a reflex
of a sustainable effectiveness of YPFB Transporte S.A.’s operative and maintenance programs.

g & 8 8

Miles de Barriles por Dia (Mbbd)
8

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

® 34 78 51 35 98 95 1o 121 130 150 113 10 68 7d
® 440 43 408 B2 407 419 432 496 556 550 573 561 467 496
- 0 0 o 1 0 14 21 38 48 49 ) “ @ a2
- 0 0 4 o 0 35 64 88 96 94 34 29 50 50
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®  Export ®  Domestic

—e— Domestic contract signatures —@— Export contract signatures
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System availability:

System availability is obtained reducing the hours in which a bombing and/or compression station or
transportation line is not available for operation from the total of monthly hours and multiplying this result
by the specific weight of the pipeline. The specific weight of the pipeline is calculated adding each one
of the specific weights of the different sections according to importance.

The percentages illustrated in the graph represent the average availability of the hydrocarbon transportation
system through company pipelines that have been available to supply this service to its clients.

The gas and liquids transportation systems maintain a high level of reliability and availability, reflecting a
sustainable effectiveness of the operative and maintenance programs of YPFB Transporte S.A.

Porcentaje (%)
3 3 8 8 8 8

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
® 999 9985 9985 9981 9871 9951 99,68 99,60 99,66 99,80
9945

° 9,55

©

99,07 20,48 9804 99,49 99,82 9077 99,99 99,82

® Gas pipelines ® Oilpipelines

Projects:

2010 was a year of important landmarks of investments in expansion projects, with the execution of
projects destined to cover the transportation demand both in the domestic and the export markets.
At the same time, bids were launched during this term for projects that will be executed during term
2011, detailed as follows: Expansion of the Villamontes Tarija Gas Pipeline (GVT), Carrasco Cochabamba
Gas Pipeline (GCC) Section I, Integration Gas Pipeline Juana Azurduy (GIJA), Southern Liquids
Expansion associated to GIJA and expansions to the Altiplano Gas Pipeline (GAA).

e Expansion GAA Phase IlIB (Phase 2):

The objective of Phase llIB is to increase the transportation capacity from 43.9 million cubic feet
gas daily (MMpcd) to 52.6 (MMpcd) with an investment of over 30 million dollars. This project
benefits the occident of the country (EI Alto, La Paz, Oruro and Cochabamba).
A parallel line of 12 inches in diameter and 14 kilometers long in the sector Huayfiacota — Parotani Work on the pipeline YABOG
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is currently under construction. Additionally, the engineering of Huayfiacota Station was concluded
and mobilization and works were initiated in order to create facilities for the installation of a new
compression unit at Sica Sica Station.

The project has an environmental license for the construction of the 14 kilometers long Loop and
the Huayfiacota Compression Station issued in October 2010. The second phase of this project
includes the assembly of a compression station (2012).

Integration Gas Pipeline Juana Azurduy (GIJA - Phase I):

The Integration Gas Pipeline Juana Azurduy (GIJA) will run from Campo Grande, in the department
Tarija, to Madrejones, at the Argentinian border. The project has an estimated cost of 30 million
dollars corresponding to the first phase of the project (2010 - 2011).

Integration Gas Pipeline Juana Azurduy (GIJA) is an extension of the current export duct Yacuiba
Rio Grande Gas Pipeline (GYRG) located in the Department of Tarija (Gran Chaco province, Yacuiba

municipality).

For Phase |, the reach of the Project includes the following activities:

e Construction of a gas pipeline 13 kilometers long and 32 inches in diameter (from
Campo Grande until the border, close to the gas delivery point of Pluspetrol in Madrejones).

e Facilities for the regulation, measurement, control and chromatographic analysis of the
natural gas that will be delivered.

e Installation of a liquids and solids filtering system before measurement.

This gas pipeline will allow duplicating progressively the current transported volumes in the export
natural gas concession thus increasing the company’s income to benefit transportation fees.

On the other hand, this project in all its phases and the Liquids Expansion project associated to
export gas in southern Bolivia will allow YPFB to evacuate the total production and increase the
production of the southern fields, which by being commercialized in the domestic and export
markets will generate benefits for those regions of the country.

Carrasco - Cochabamba Gas Pipeline:

The technical reach of the project includes the construction of a gas pipeline 16 inches in diameter
and 250 kilometers long to supply natural gas from the fields in the boomerang zone, mainly fields
in the north of Cochabamba, to the cities of Cochabamba, Oruro and La Paz. The construction
of this gas pipeline has been divided in three building sections considering mainly the particular
characteristics of each zone.

Section 3 was concluded during term 2009 and Section 1 during 2010, increasing the natural gas
transportation capacity at the Huayfiacota node (Cochabamba) to 33 MMpcd thanks to the joint
operation of the GCC sections with the Oil Pipeline Carrasco Cochabamba (OCC) converted to
natural gas.

Section 1, which runs from the Carrasco region to Villa Tunari, is the longest one with 109 kilometers
of the 250 kilometers length of the whole construction. Considering the 65 kilometers already
concluded as part of Section 3, there is a total of 174 kilometers already built.

The remaining 76 kilometers corresponding to Section 2 will be built during term 2011 and
constitute the highest technical difficulty of the work due to the topographic particularities of the
zone which, among others, runs through the El Sillar zone.

The investment in all three sections of the project will reach approximately US$ 172 million. 120
MMpcd gas will be transported through this gas pipeline once concluded and 250 MMpcd when
intermediate compression stations are installed.

i W ‘tﬂm e —
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PROFITABILITY OVER PATRIMONY !

At the closing of term 2010, YPFB Transporte S.A. presents a profitability ratio over patrimony of 7.7%,
slightly less than the indicator corresponding to term 2009. This decrease is mainly due to the reduction
of the Net Utility during the 2010 term in comparison to 2009 as a result of higher expenses through
Utility Taxes, partially compensated by increases in operative incomes, gains from investments in
affiliated companies and interest incomes.
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PROPORTION DEBT AND PATRIMONY 2

The leverage level of YPFB Transporte S.A. has been reducing in accordance to payments of existing
debts and the increase of patrimony, as a result of the Capital Contribution made by YPFB at the end
of term 2009.

At the closing of term 2010, the indicator shows a level of 25% Debt and 75% Patrimony which is
considered low since the relation debt-patrimony defined by Article 79 of the hydrocarbon Transportation
through Pipelines Regulation is of 70% Debt and 30% Patrimony for natural gas concession in the
domestic market; and of 60% Debt and 40% Patrimony for the transportation of other hydrocarbons.

The debt, as well as the patrimony, has increased proportionally between 2009 and 2010 terms. The
increase in debt is due mainly to the attainment of new funding at the commercial local banks and
the private issuance of YPFB Transporte P-1 Bonds. The increase in patrimony is mainly due to the
growth of accumulated results.

As the graph shows, the company has a consistent financial position that allows it to increase its debt
level up to the limits defined by the regulation.

1 Profitability over Patrimony (net utility/net patrimony) is calculated based on annualized information and includes regulated and non-regulated activities of YPFB
Transporte S.A. The index is based on accounting information elaborated based on IFRS.

2 Proportion Debt and Patrimony includes regulated and non-regulated activities of YPFB Transporte S.A. the proportion debt is calculated as the percentage
of the total actives financed by debt of financing institutions. Patrimony proportion is calculated as the percentage of the total actives financed by Net Patrimony.
The index is based on accounting information elaborated with base on IFRS.
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CAPITAL INVESTMENTS, GAS AND LIQUIDS TRANSPORTATION SYSTEM
(EXCLUDING THE BOLIVIA - BRAZIL GAS PIPELINE) *

Capital investments made by the company correspond mainly to expansion of capacity of the transportation
system projects, both of gas and liquids, with the objective of guaranteeing the timely availability of the
hydrocarbons transportation service in order to fulfill the requirements of the domestic and the export
markets. The graph shows that during the 2006 - 2010 period the investment levels are the highest in
the company’s history, reaching a total of US$ 293 million during that time and an investment average
higher than US$ 70 million.

During term 2010, the main projects executed were: Carrasco - Cochabamba Gas Pipeline, Integration
Gas Pipeline Juana Azurduy, Expansion of the Altiplano Gas Pipeline and Expansion Southern Liquids.

Additionally, investments that guarantee the continuity of the hydrocarbon transportation service have

been made by implementing operative safety projects, incorporating new technologies and improving
the quality in the service through maintenance projects of oil pipelines, gas pipelines and stations.

Excluding Bolivia - Brazil Gas Pipeline
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3 Ciphers represent YPFB Transporte S.A. investments since the beginning of operations in 1997 in the hydrocarbon transportation through pipelines systems
in Bolivia. Investments made in the gas and liquids systems as well as in service continuity and information systems.
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TOTAL ACCUMULATED CAPITAL INVESTMENTS #

If the investments made in the Bolivia - Brazil Gas Pipeline through the subsidiary Gas TransBoliviano
(GTB) and Transportadora Brasilera do Gasoduto (TBG) are added to the investment projects
executed in the gas and liquids transportation systems of Bolivia, accumulated investments
of YPFB Transporte S.A. amount to US$ 768 million.

19
257
326
65 \\/
@ Gas Expansion @ Liquids Expansion
Services continuity @ nformation technology/others

[ Bolivia - Brazil Gas Pipeline

NET OPERATIVE COSTS PER EQUIVALENT BARREL ®

This indicator presents a decrease during term 2010 in relation to term 2009, mainly due to the increase
of transported volumes for thermoelectric industries in the domestic market as well as to respond the
demand of Brazil and Argentina in the export market.

Net Operative Costs per Equivalent Barrel
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4 Data represent the accumulated disbursement amount that YPFB Transporte S.A. made as investments in the hydrocarbon transportation system through
pipelines in Bolivia plus the participation in the Bolivia - Brazil gas pipeline (GTB and TBG).

5 Net Operative Costs per Equivalent Barrel are calculated as the total operative costs divided by the total of natural gas and liquids transported volumes in
equivalent barrels.
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Non-measured gas

DIVIDENDS ¢
2,2
At the close of term 2010 the amount of accumulated paid dividends amounts to 1,432 million 20 2y
Bolivianos distributed in the 2001 - 2004 period. @ 18
1,6
Currently the company is committed with the 2009 - 2015 Investment Plan of YPFB Corporation o
reinvesting the total of utilities and available cash flow in expansion projects in order to fulfill export % 12
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® Dividends
Retained generated utilities (before dividends) —@— Declared accumulated dividends

NON - MEASURED GAS’

The average annual percentage of non-measured gas during term 2010 is 0.32%, which is within the
0.5% parameter established in the General Terms and Conditions (TCGS) for the Hydrocarbon
Transportation service.

This positive result in the indicator is a result of the implementation of electronic measurement equipment
in the transportation system as part of the technology investments that the company makes annually.

6 Dividends are the part of utilities paid to stock holders after taxes. The amount of dividends to be distributed is approved by stockholders taking into account
the Boards’ recommendations.

7 Non-measured gas is the difference between real volumes measured at reception points and delivery points, excluding fuel gas, losses, airing operations and/or
stock variations on the line.
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NON - MEASURED LIQUIDS 8

The percentage of non-measured crude amounts to 1.19 at the closing of the 2010 term, well within
the 1.50 margin established by the General Terms and Conditions (TCGS) for the crude transportation

service.

As for the percentage of non-measured GLP (liquid gas), the value amounts to 0.1, also within the
allowed margin of 0.70 established in the TCGS.

These positive results in these indicators are due to the implementation of dynamic measurements

at the points of reception and delivery on top of the certification of storage tanks and spheres.
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8 Non-measured liquids are the difference between real volumes measured at the point of reception and points of delivery taking into consideration stock variations
on the line.
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Safety Indicators

e Total recordable accident frequency (TRCF) — (YPFB Transporte S.A. and Contractors):
14 recordable accidents happened during activities of the company and its contractors during
term 2010. The recorded frequency up to December 31st, 2010 was 3.15. YPFB Transporte S.A.
and its contractors work on the implementation of strategies to reduce exposure and occurrence
of accidents.

e Frequency of Accidents with Loss of Time (LTIF) - (YPFB Transporte S.A. and Contractors):
A frequency of accidents with loss of time of 0.45 per million man - hours worked was registered
in 2010. The executive plant of the company established guidelines to reduce the accident rates
through the “Rules that save lives - RSV” program.

e Frequency of Vehicular Accidents (VAF) - (YPFB Transporte S.A. and Contractors): The
frequency of vehicular accidents during term 2010 reached 0.65 vehicular accidents per million
kilometers covered. The company continues to work in order to reduce vehicular accidents through
the implementation of the program for the improvement of driving habits, additional safety measures
in vehicles (monitoring system and special safety implements), norms about driving schedules,
trip planning, training in behavioral safety TIS, medical revision and zero tolerance to the
consumption of alcohol and forbidden drugs.

e Leaks of natural gas (over 100,000 cubic feet): No natural gas leaks were registered during
term 2010. YPFB Transporte S.A. continuously implements preventive maintenance programs
(burials and adequations), instrumented inspections, risk management, training seminars for
communities, physical vigilance of the pipelines and theft prevention with the goal of minimizing
the quantity of leaks.

e Spills (higher or equal to 12.5 barrels): No hydrocarbon spill of a volume higher or equal to 12.5
barrels was registered during term 2010. The company continues implementing, among others,
preventing maintenance programs (burials and line replacements), instrument inspection programs,
risk management programs, training/social relations and line patrolling programs and theft prevention
in order to minimize the quantity of spills.

e Fatalities: Up to this date there were no fatalities were registered during activities developed by
YPFB Transporte S.A. or its contractors. The company programs are being strengthened with the
objective of reducing critical events as well as learning from previous lessons. As for accidents during
previous terms, all due precautions were taken in order to avoid their recurrence.
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three important

rte“ms devel ‘rams in the area of Coporate Social

Program for Safety Education and general information to the neighboring public

Several talks have been given to communities in the area of influence with the purpose of
informing the neighboring population and local authorities about the company’s activities in
aspects related to operation and maintenance of the pipelines, their care and what needs
to be done in case of problems that may‘.m

294 meetings took place during term 2010 with the participation of 10,028 individuals in 209
neighboring communities, 52 municipalities, 31 institutions and/or firms and two radio stations.

Program of social investment in neighboring communities
As part of the Good Neighborhood policy and based on an objective evaluation of presented

2quests, YPFB Transporte S.A. supported some |local development initiatives and made
dapations that benefit communities neighboring the pipeline network.

Donations and support for initiatives that fulfill pre-established criteria of: neighborhood, basic
needs} sustainability, local participation and communal benefit were prioritized. The areas
definedi for the support are: income production/generation, health and basic services,
education/training.

208 donations and support for social development initiatives were made during term 2010.
These benefit 135 neighboring communities and were executed in coordination with 28 local
governmentsmunicipalities).

~Among the social support, 23 operative supports have been provided within the frame of
- maintenance works for the pipelines, which benefits 22 neighboring communities.

e Program for attention to requests, complaints and other communications of the
neighboring public

The objective of this program is to ensure that all requests, complaints and other communications
received from neighboring communities receive a coherent, fair and timely response. Support
requests are attended applying procedures and criteria aimed to guarantee a fair, coherent
and transparent treatment to all neighboring communities.

Complaints were researched, evaluated and responded as soon as possible in coordination
with pertinent areas of the company. Other communications were also received, such as
invitations or information requests. 439 support requests and other communications have
been received in term 2010 as well as 14 complaints.

Neighboring community - Samaipata




MAIN ACTIONS:

This year the company implemented its Corporate Social Responsibility (RSE) work with great impact
to several regions in the country. The diverse implemented activities benefited children, young people,
women, journalists and the community in general within the area of influence of the company.

The main action foci were the towns of Chapare (Cochabamba), where the Carrasco - Cochabamba
Gas Pipeline (GCC) is being constructed; the southern region of the country, where three important
projects are being developed such as the Integration Gas Pipeline Juana Azurduy (GIJA), the expansion
of Villamontes - Tarija Gas Pipeline and the Souther Liquids project. This is a summary of the main
actions developed by RSE:

e Training in Safety: As part of the “Good Neighborhood” policy, the company implements
training programs in safety, defensive management, road safety, works safety, environment
and recycling in the GCC area of influence (Green Footprint, Cochabamba).

e Training in defensive management and the environment: Solid Residues Management
and Treatment training sessions were offered in schools in the communities of Chimore,
Shinahota, Colomi and Ivirgarzama with the objective of raising awareness among the
population about environmental contamination, especially among the vendors at the local
fairs and school age students. Likewise, over 200 people from the transportation union were
trained in defensive management from the communities in the area of influence of the
Carrasco - Cochabamba Gas Pipeline construction.

e Training in pipelines as national patrimony: 209 talks were presented in the same number
of communities (from the 670 at the national level through which the pipelines run) with the
objective of informing the population, local authorities and neighbors about the activities of
the company with regards to the operation and maintenance of pipelines. Trainers explained
the type of care that needs to be taken with pipelines and what needs to be done in case
of any problem with them, since they constitute a national patrimony.

e Training for women and construction of cisterns in the southern region of the country:
Junto con Visién Mundial, en el marco de la promocion del desarrollo integral y proteccién
de la nifiez, familia y comunidades, se trabajo en el fortalecimiento a las capacidades
productivas y acceso al agua segura en las comunidades de las areas de influencia vecinas
de los ductos de la empresa. En esta region se sufre de graves problemas de escasez de
agua durante gran parte del afio. En ese sentido, se hizo la entrega de cuatro aljibes con
una capacidad de 12.000 litros, que favoreceran a los pobladores de: Tiguipa Pueblo, Tentami
Estacion, Machareti Pueblo y Machareti Estacion.

e Training for women in Camiri: 50 women were trained this year in diverse technical activities
such as productive training, training sessions for technical and crafts specialization, bakery
and bread-making courses, vegetarian cuisine courses, specialized and commercial bakery,
qualified labor for civil construction and chocolate cooking courses.
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Boyuibe: Training courses were held in the areas of technical and crafts specialization.

Gutiérrez: Construction of cisterns in Choroqueti and Karaguatarenda. There were also
productive fairs held in the towns of Gutiérrez and Ipita.

FISSO 2010: The International Safety and Occupational Health Fair and Symposium (FISSO
2010), held in July 2010 in Bolivia, received support from YPFB Transporte S.A. Open-air
safety workshops and campaigns were held during this event on top of specialized workshops
and a symposium in which 30 panelists from Brazil, Argentina, Germany, Cuba, the United
States, Peru and Bolivia also took part.

Radio training for journalists: A training seminar for 100 journalists from the suther region
of the country was organized together with the Federation of Press Workers in Camiri, Yauiba
en Villamontes. The objective of this event was to provide them with indispensable information
about the coverage of the company’s work.

Broadcasting of values “Santa Cruz free of drugs”: The Company participated in a RSE
program about education on values that was attended by thousands of students and during which
positive messages for the youth were broadcasted. At the same time, several activities were
coordinated with a national commission with the participation of national, regional and local authorities.

Clean Neighborhoods contest: The contest “Clean Neighborhoods. Neighbors in action working
for a clean city!” took place within the frame of a bigger campaign for the improvement and recovery
of public spaces which YPFB Transporte S.A. developed together with the Municipality of Camiri
and the Federation of Press Workers of Camiri.
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Meeting room of the Board of Dir



During term 2010 the Board of Directors of YPFB Transporte S.A. was composed by the
following members:

Permanent Directors Alternate Directors
Cyro Camacho Vacant

(Replaced by Christian Inchauste on

November 4th, 2010)

Mauricio Murillo Vacant

Roberto Gonzélez Vacant

José Bustamante Vacant

Joaquin Moscoso Javier Escobar
Vladimir Lopez Vacant

Hugo Vaca Vacant

(Replaced by José Navia on
November 4th, 2010)

The direction of the Board of Directors during term 2010 was structured as follows:

President Cyro Camacho

(Replaced by Christian Inchauste on
November 15th, 2010)

Vice - President Mauricio Murillo

Secretary Roberto Gonzélez

The legal representatives of the Company during the first semester of term 2010 were: Cyro Camacho,
Jaime Bladés and Jorge Blancourt. Starting the second semester of term 2010m the legal representatives
of the Society were Christian Inchauste, Mauricio Michel, Ramén Navas and Radul Ferrufino.
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