
 

No. TGS: E-NOTA-20240923-56543 

Buenos Aires, September 23, 2024 

Mr  

MINISTER FOR THE ECONOMY 

Luis A Caputo, Esq 

Re: Private Initiative of June 19, 2024. “Increasing Natural Gas Transmission Capacity on the 

route Tratayén – Argentine Coastal Area” Record No. EX2024-644441573-APN-DGDYD#JGM (the 

“Private Initiative”). 

Dear Sir, 

In my capacity as attorney-in-fact on behalf of Transportadora de Gas del Sur S.A. (“TGS”), in 

connection with the matter referenced above, for the reasons stated below, I hereby supplement 

the Private Initiative commencing Record No. EX2024-644441573-APN-DGDYD#JGM (the 

“Supplement” or the “Private Initiative Supplement”). 

As indicated in the Private Initiative submittal, its purpose is the financing and execution of a 

Project consisting of expansion works on Section I of the GPNK, wherein Energía Argentina S.A. 

(“ENARSA”) is the operator of a Transmission Concession granted by Need and Urgency Decree 

DNU 76/2022, under sections 28, 39 and associated provisions in Law No. 17,319. 

In order for the commissioning of the Project to be completed in the winter of 2026, the 

submittal noted the need for the Private Initiative to be awarded prior to November 1, 2024; 

and, as a necessary condition for this, ENARSA would have to grant (under section 72 of Law No. 

17,319) a partial assignment of the Transmission Concession with respect to route of Section I of 

the GPNK. 

However, as an alternative, this Supplement contemplates the performance of the already 

submitted Project (which took into account a partial assignment of the Transmission Concession), 

and instead contemplating entering into a contract with ENARSA for assignment and capacity 

reserve of any Incremental Capacity resulting from the Expansion Works, during 15 years counting 

the commissioning date of all the Project Expansion Works, so as to enable reaching the full 

Incremental Capacity (the “Incremental Capacity Disposition Term”). 

Likewise, in addition to the agreement to execute the Incremental Capacity Project, we have 

included the possibility, at the Awardee’s option, to expand capacity by up to an additional 6 

MM3/d (“Optional Capacity”), if there is any third-party interest in subscribing firm reserve 

capacity transmission contracts for such Additional Capacity. The commissioning date of such 

Optional Capacity shall depend on the exercise of the option to generate such work. Subject to this, 

the Awardee may  exercise the right to execute the works generating such Optional Capacity 

within two years from the award decision (the “Option Exercise Term”). 



As already stated in our submittal of the Private Initiative of June 19, 2024, we believe it relevant 

to note again that, by reason of the magnitude of the investments to be made (as proposed by the 

Private Initiative and as associated to the Supplementary Expansion in the Final Sections) and the 

horizon required for their depreciation and recovery; there is an essential need for an extension of 

the License granted to TGS in the regulated transmission system, for the time prescribed by law 

(20 years), as from the expiration of the initial term, as requested in due time and manner by TGS 

to the National Regulatory Entity for the Natural Gas Business (“ENARGAS”). 

Due to the nature of the Transmission Concession for the GPNK, TGS has always considered that 

the Private Initiative System contemplated in Law No. 17,319 naturally applies to its Project, with 

reference to the National Private Initiative System (Decree 966/2005), in the event of any parity in 

the award conditions (i.e. equivalent tenders), because although Law No. 17,319 includes a 

preference right, it does not give any details of the way in which it will be applied. 

Now, Annex III to Decree 2024-713-APN-PTE approved a new Private Initiative System, section 3 of 

which provides that it applies to contracts governed by provisions including Laws No. 13,064, No. 

17,520, No. 23,696 and No. 27,328 (“Annex III to Decree 713”). The reference “including” 

determines that the list is only illustrative and without limitation, so any private initiatives 

submitted under Law No. 17,319 are comprised under Annex III to Decree 713 and is clearly 

compatible with such regulation; also, sections 12 to 15 acknowledge in detail certain preferential 

rights to the promoter of the Private Initiative, if there are any equivalent tenders. 

Consequently, we hereby supplement the Project by considering the suggested alternative, and 

fulfilling the requirements in section 4 of Annex III to Decree 713. 

Subject to the foregoing, we consider it important to note that the Project submitted in the Private 

Initiative already has been declared to be in the “National Public Interest”, as indicated in 

Resolution No. 67/2022, section 1 by the Secretariat of Energy (which declares that there is 

National Public Interest in the construction of the GPNK, and any supplementary works, and in the 

construction of expansion and enhancement  works in the National Natural Gas Transmission 

System). 

Finally, we hereby state that, if TGS becomes the Awardee of the Project proposed in the Private 

Initiative and this Supplement, our intention is to perform it with a structure that is eligible to 

become a beneficiary of the Régimen de Incentivo para Grandes Inversiones (“RIGI”) (Large 

Investment Incentive System), as approved in the Bases Law, recently regulated by Decree No. 

749/2024 by the National Executive Branch. We therefore request that the Procurement 

documents contemplate the Awardee’s power to assign its rights and duties under the 

Procurement to a sole purpose vehicle (VPU). 

For the above reasons, we hereby request that Mr. Minister: 

a) Consider that the Private Initiative submitted on June 19 of this year fulfils the 

requirements in section 4 of Annex III to Decree No. 713/2024, 



b) Consider that the Private Initiative is granted the status of a project in the National Public 

Interest, since it is a project included within the scope of Secretariat of Energy Resolution 

No. 67/2022, 

c) Call to a Public Procurement in order to select and award the relevant contract to the 

most desirable Tender prior to November 1, 2024, for the execution of the Project 

Expansion of GPNK Section I, resulting in Incremental Capacity for the winter of 2026, in 

order to determine, in consideration for this, the assignment and firm reserve of any 

Incremental Capacity resulting from such Works, together with any assets comprised 

within the New Infrastructure, during the Incremental Capacity Disposition Term, 

d) Take into account the reasons given to unify the operation and maintenance of ENARSA’s 

Infrastructure and the New Infrastructure for a term of at least 10 (ten) years as from the 

commissioning date of the full Project Expansion Works, so as to fully achieve the 

Incremental Capacity (the “O&M Term”), 

e) Take into account the guidelines suggested at the end of Annex I to this Supplement, 

which fully replace those indicated in Item 8, Annex II to the Private Initiative, for the 

wording of the terms of reference of the Procurement Conditions, 

f) Since the new alternative contemplates an expansion to ENARSA’s Base Capacity, and the 

new firm transmission capacity reserve for the benefit of the Awardee, take any necessary 

steps so that, if there is any third-party preference  right in effect so as to enter into a 

contract for any capacity in addition to the Base Capacity, and formally obtain any related 

waivers and/or consents  from the parties entitled to such preference(s), prior to the date 

of the Awardee’s award decision, as indicated in g) below; 

g) Do any acts and things as necessary for the performance and execution of the Project, 

with the award of the Procurement prior to November 1, 2024 as a necessary condition, 

if any incremental and considerable gas capacities are to be made available for the winter 

of 2026. 

All terms with initial capital letter, which are not specifically defined in the Supplement to the 

Private Initiative, shall have the meaning and scope provided therein. Also, we hereby confirm and 

ratify that all the transmission capacity values and natural gas quantities indicate herein are 

referred to million cubic meters per day of 9,300 kcal/m3 equivalent. 

Please do not hesitate to contact us for any clarification or expansion you may deem appropriate. 

Very truly yours, 

[signature] 
Silvia Migone Díaz 
Attorney-in-fact 

  



Annex I 

SUPPLEMENT TO THE PRIVATE INITIATIVE 

Minimum Requirements Prescribed in Annex III, section 4 to Decree No. 713/2024 

a) Corporate name, domicile, telephone and e-mail address, and identify legal 

representative and contact details: 

Corporate name: Transportadora de Gas del Sur S.A. 

Street address: Cecilia Grierson 355, 26th Floor, Autonomous City of Buenos Aires 

Postal code: 1107 
Telephones: 011 – 3751 – 5100 
E-mail: avisoderepciondenotificaciones@tgs.com.ar; direcciondelegales@tgs.com.ar 
Legal Representative: Silvia Migone Díaz (attorney-in-fact) 
E-mail of the Representative: silvia_migone@tgs.com.ar 
Telephone: +54911 3767 – 1563 
 

b) Technical and property background of the promoter of the initiative 
As the case may be, indicate its involvement in the development and/or execution of 
similar projects 

As publicly known, among other activities, TGS is the holder of a Natural Gas Transmission 
License enabling it to operate the Southern Natural Gas Pipeline System since 1992, comprising 
main pipelines in high pressure and large diameters, which connect the gas reserves in the  
Neuquina, Austral and San Jorge Gulf Basins, which supply, throughout their routes, townships 
in the Central and Southern Area, province of Buenos Aires and Greater Buenos Aires in 
Argentina (“TGS Regulated System”). 

The TGS Regulated System consists of 9,231 km of natural gas pipelines and 780,100 HP, 
installed at 33 compressing plants distributed throughout the different routes, with 8 
maintenance bases assisting operations, which enables a reliable public service of natural gas 
transmission to the following loaders: distributors – which primarily supply residential 
consumption –, large industries, thermal electricity producers, marketers and generators. 

 The natural gas injection capacity into the TGS Regulated System has a total of 85.5 
MMm3/day, which contributes to supply over 60% of residential consumption, thus positioning 
the company as the leading natural gas transmitter in Argentina, efficiently and safely 
operating the longest infrastructure in Latin America. 

Further to is peculiar position in the Natural Gas Regulated Transmission System, TGS is 
considered as the primary midstreamer in Argentina and the largest in South America, by 
conducting business in different hydrocarbon areas, such as providing capturing services, 
compression and/or treatment / conditioning of natural gas from producers, so as to achieve 
the required pressure and quality parameters (that is, those included in the specification) for 
their subsequent entrance into main gas pipelines connecting to the consumer market. 

TGS’s primary purpose is to contribute to enhance Argentina’s energy supply and, after 
reviewing the context a few years ago (large gas shortages in the main pipelines and high 
dependence upon fuel imports in order to ensure domestic supply), TGS noticed that 
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cooperation was imperative in order to make feasible the development of unconventional 
Natural gas reserves at Vaca Muerta. 

With this purpose, in 2018 TGS became the operator of a Transmission Concession in the 
Province of Neuquén, able to carry 60 MMm3/of captured gas, consisting of 185 km of high-
pressure and large-diameter pipelines, the route and design of which enables production to 
enter hydrocarbon areas located to the North and South of Vaca Muerta (the “Vaca Muerta 
System”). Also, the Vaca Muerta System was completed by the construction and installation of 
a Conditioning Plant at Tratayén, which has been successively expanded to accompany the 
growth rate of production, which at the end of 2024 will reach a capacity equal to 28 
MMm3/day, so as to enable the captured gas to comply with the relevant specification 
(“Tratayén Plant”), in the Regulated Transmission system of TGS, TGN and Section I of the 
GPNK, with a cumulative investment to date in excess of USD 800 MM. 

Indeed, the strong investments TGS made during the last few years in the Vaca Muerta System 
largely facilitated the immediate entrance of incremental supply associated to the Plan 
Promoting Production of Argentine Natural Gas (“GasAr Plan”) created by Decree No. 892/2020, 
saturating TGS’s Neuba I and Neuba II pipelines and TGN’s Central-Western pipeline, and 
backing up the natural gas required to fill the available transmission capacity of Section I in the 
GPNK in its first commissioning phase; thus showing that if the work is done with planning, 
anticipation, and integrated with all the businesses in the industry and with the National State, 
this contributes to the development of the energy industry and of the country. 

Each of the Vaca Muerta System and the TGS Regulated System is linked to an end of GPNK 
Section I, which then constitutes an integrated infrastructure for the supply of the energy 
market. The head of GPNK Section I is connected to TGS’s Tratayén Plant and to the Neuba II 
Pipeline in the TGS Regulated System, which enables the entrance of natural gas from all the 
fields in the Neuquina Basin, under free competition. 

Then, the end of GPNK Section I is linked at Salliqueló to the pipelines in the TGS Regulated 
System, which supply the Buenos Aires and Greater Buenos Aires areas, which have a high 
concentration of the demand and number of users. 

For these peculiar characteristics of the design, the GPNK and both TGS Systems operate with a 
high degree of interdependence, which requires coordinated operation in order to ensure and 
optimize the energy supply, by effectively managing operating pressures, administering gas 
qualities, and handling line pack from these interconnected infrastructures. 

With this in mind, TGS submitted a competitive tender, which became the successful tender at 
Private Contest No. 1/2023 launched by ENARSA, in order to provide the Operation and 
Maintenance Service to ENARSA Infrastructure in GNPK Section I (the “O&M Service”). In this 
regard, it is important to note that the competitive tender submitted by TGS responds to TGS’s 
differential value, not only because of the rational and efficient use of available resources 
(including know-how, personnel, maintenance bases, repair and overhaul workshop for turbo-
machines in Bahia Blanca, telecommunication systems, and so forth), but largely because of the 
contribution to maximize transmission capacities in the entire system, by a coordinated 
operation of the facilities as described in the above paragraph. 

Additionally, and with regard to ENARSA’s works under the Program “Transport.Ar National 
Production” Natural Gas Pipeline System, TGS provides the incremental capacity transmission 
service associated to ENARSA’s Loop at TGS’s Final Sections, and is the Technical Operator of 
the Mercedes Cardales Pipeline executed by ENARSA under TGS’s license, under Law 24,076 



Section 16.b, which was also selected to provide Operation and Maintenance of such pipeline 
and the Mercedes Compressing Plant installed at its head, under a services agreement entered 
into with ENARSA. 

 

c) General description of the project, its caracteristics, type of execution, geographic 
location and influence area, associated benefits and external impact; 

Since the decline of the Southern and Northern basins (local basin production plus imports 
from Bolivia) there is a shortage of natural gas supplying firm transmission, which amounts to 
35.7 MMm3/d in both systems (i.e. TGS’s and TGN’s). 

The following table shows the volumes (in MMm3/d) of firm transmission engaged over the 
San Martín pipeline, indicating the delivery and reception areas for each type of user. The 
table shows how the demand from these firm transmission users has a gas shortfall of 15.3 
MMm3/d, which was compensated by the construction of the Tratayén – Salliqueló section in 
its firse phase (21 MMm3/d), which enabled the replacement of the LNG regasifying vessel 
installed in Bahía Blanca, and using the idle capacity at the Final Sections, with the addition of 
the Final Sections expansion in 7 MMm3/d. 

 

In turn, the following table shows the firm transmission volumes (in MMm3/d) engaged on the 
Northern pipeline. There we can see how the demand from these firm transmission users has a 
gas shortfall of 20.4 MMm3/d, which were supplied with imports from Bolivia and liquefied 
natural gas from the regasifying vessel installed at Escobar. The proposed expansion of the 
Tratayén – Salliqueló GPNK Section I adds 14 MMm3/d, so as to reach a total capacity of 35 
MMm3/d, a volume that is equivalent to the shortfall in both systems. 



 

For the above reasons, TGS proposes financing and executing the Project for the GPNK Section I 
Expansion Works, which, together with the Supplementary Expansion of the TGS Final Sections 
– as described below – will provide Incremental Capacity of natural gas transmission for the 
supply of users connected to the TGS and TGN Transmission Systems, which will contribute to 
complete the natural gas shortfall resulting from the demand of firm transmission caused by 
the decline of the basins, thus substituting for imports. 

 

Below we show a graphic showing the impact area of the proposed Project. The green circles 
show TGN’s demand for firm transmission in MMm3/d in the Northern area (subzone 
comprising Salta, Tucumán and Central), and in the Coastal and Greater Buenos Aires areas. 
The arrows indicate the transmission capacity and the gas flows that can supply the described 
areas, thus reducing the need for imports. 

 

Incremental Capacity – Contribution to the Energy Supply 

The Project will provide an incremental capacity to the GPNK I for the transmission of 14 
MMm3/d of natural gas from the Neuquina Basin – in addition to the existing Base Capacity – 
which will enter the Final Sections of TGS’s Regulated System at Salliqueló (the “Incremental 
Capacity”), of which: 



• 2 MMm3/d will compensate for the greatest natural gas shortfall in the Southern 
hydrocarbon basins, indicated by certain industry forecasts with regard to changes in the 
supply, and/or assisting the supply upon consumption increases found in the Patagonia in 
the low winter temperatures and/or supplying new industrial projects in the Bahía Blanca 
area. 

• 12 MMm3/d can be transmitted to the Greater Buenos Aires area and/or transferred to 
the TGN System, by Supplementary Expansion at TGS’s Final Sections, as indicated in 
paragraph 5.3 of this Initiative. Indeed, such incremental 12 MMm3/d will be added to the 
already available 7 MMm3/d associated to ENARSA’s Loop in TGS’s Final Sections, which 
was commissioned in 2023, which then adds up to a total of 19 MMm3/d that will be 
available to supply the Greater Buenos Aires area in TGS’s Regulated System and/or to 
transfer 16 MMm3/d to TGN’s System, thus optimizing the use of the maximum capacity 
in the Mercedes Cardales Pipeline; all this will enable the replacement of LNG imports 
from the Escobar Terminal, and to supply the domestic market in a Bolivia “0” scenario. 

Then, the Incremental Capacity from the Project will significantly reduce, by the exact impact, 
dependence on energy import costs, and also enhance balances that can be exported to the 
region. 

The Project is estimated to provide a benefit to Argentina’s trade balance in excess of 700 MM 
USD/year, and a further benefit in terms of tax savings by replacing imports, in the order of 450 
MM USD/year, in addition to indirect contributions by providing jobs, so the Public Interest in 
the Project becomes quite obvious. 

The improvement to the trade balance has been determined by considering a total of 100 days 
of replacement of alternative fuel imports. 

On the other hand, the tax savings estimate evidences the decrease in supply costs by replacing 
imported fuels with local gas production from the Neuquina basin, by the following formula: 

(Price of LNG / Gas Oil – Price of Local Gas) x Replaced Volume, and 

assuming the following estimated values in USD/MMBtu: (i) LNG: 12, (ii) Gas Oil: 20; and (iii) 
Neuquén Gas in Winter: 4.4. 

• Project Works 

Annex B to the Private Initiative was listed in the Descriptive Technical Report of the works 
comprised within the Project (“New Infrastructure”), adding 90,000 HP in GPNK Section I. 

Once the Project is fully completed, and together with ENARSA’s Infrastructure, GPNK Section I 
will have a total of 120,000 HP ISO and 35 MMm3/d of natural gas transmission capacity. 

GPNK – Tratayén Salliqueló Section 

 



Additionally, during the Option Exercise Term, the Awardee may exercise the option to add 
other expansion works to the Project, which will become New Infrastructure and enable an 
increase to the Incremental Capacity by up to 6 MMm3/d (the “Optional Capacity”), under the 
same terms applied to Incremental Capacity, and ENARSA assigns and reserves for the Awardee 
such Optional Capacity of firm transmission, until the date on which the Incremental Capacity 
Disposition Term expires. The Optional Capacity commissioning date will depend upon the date 
of the option to execute the works giving rise to it. 

If TGS becomes the Awardee, it will take responsibility, by itself and/or via third parties, for the 
construction, operation and maintenance of the Project facilities in compliance with applicable 
legislation on the subject of natural gas and applicable good practices in the industry, and make 
available a sufficient number of personnel who are skilled and with ample experience, tools, 
equipment and resources at the maintenance bases, in order to ensure quality and efficiency, 
and address any emergency situations at the times required under applicable regulations. 

Also, the Awardee and ENARSA shall agree to the obligations and responsibilities each will have, 
as regards the New Infrastructure and ENARSA’s Infrastructure, respectively, in order to 
preserve the safety of the facilities as a whole, environmental protection and reliability of the 
services, upon considering that, during the O&M Term, the operation and maintenance of the 
Awardee’s Infrastructure and ENARSA’s Infrastructure shall be unified in the Awardee or 
whoever the Awardee indicates. 

For this reason we consider it indispensable that, during the O&M Term, the operator of the 
New Infrastructure and ENARSA’s Infrastructure should be unified in the Awardee (or whoever 
the Awardee indicates), because of the complexity implied in dividing the responsibilities in 
their management. Consequently, we believe that our Project is feasible insofar as TGS, if it 
becomes the Awardee, is the joint operator during the O&M Term. 

As indicated above, the natural gas entering GPNK Section I arrives from TGS’s Vaca Muerta 
System and other transmission services provided by TGS to producers in TGS’s Regulated 
System, from the fields injecting into the Neuba II and Neuba I pipelines up to the Tratayén 
head. 

Then, the natural gas finally entering from Salliqueló to the Final Sections is also received by 
loaders from TGS’s Regulated System, for its transmission to consumption points. 

Since TGS has a peculiar position in the entire supply chain, if it becomes the Awardee, TGS can 
centralize the monitoring and operating control of ENARSA’s Infrastructure, together with the 
New Infrastructure, so as to preserve the safety of the facilities in the GPNK Section I as a 
whole. 

For this purpose, we should note that TGS has a Control Center provided with computer 
systems, enabling continuous interaction with the loaders, in order to manage the scheduling, 
confirmation and allocation of natural gas dispatch under the transmission services in each 
operation day, in compliance with regulatory guidelines. 

 

• Other TGS investments in Supplementary Works 

Apart from the works included in the Project, TGS also proposes the execution of other works 
that focus on making natural gas supply available to support the use of Incremental Capacity in 



the Project, and also to ensure that the supply arrives at the consumer market and is 
connected to the TGS and TGN Regulated Transmission Systems. 

• Increase of the Supply: TGS is making an expansion to its Tratayén Plant in the Vaca 
Muerta System, which consists in installing two Conditioning modules that will increase 
its capacity by 14 MMm3/d of natural gas, up to a total of 28 MMm3/d that are 
suitable to enter the head of GPNK Section I, as per the commercial quality 
specifications required by applicable regulations. 

• Access to Demand Areas: Also, TGS proposes a supplementary expansion of the Final 
Sections of the TGS Regulated System, to be made under its license in the manner 
prescribed by Law No. 24,076 (“Supplementary Expansion in the Final Sections”), 
consisting of a number of efficient works, providing rational investments that make a 
large contribution to the supply, and together with the idle transmission capacity 
resulting from the shortfall in the Southern part of the country, which will enable 14 
MMm3/d of natural gas from the Project, located at Salliqueló, to be transmitted to the 
Greater Buenos Aires area and transferred to TGN’s System at the chambers in the 
Greater Buenos Aires Ring, and by the Mercedes Cardales Pipeline (which would be 
added to the already available 7 MMm3/d associated to ENARSA’s Loop in TGS’s Final 
Sections, as mentioned above). This would reinforce the supply to users connected to 
the Northern Pipeline, by using the backflow works that are being performed by 
ENARSA, so as to address the Bolivia “0” Scenario. 
It is important to note that the Supplementary Expansion to the Final Sections is an 
indispensable and necessary condition to achieve the supply purposes of the Project. 
The investment to be made in such sections requires extending the license period, 
which has already been requested by TGS to the ENARGAS and is pending a reply. 
 

• Benefits and external impact of the Project. Competitive advantages of the Project as 
compared to other alternatives. Public Interest in the Private Initiative. 

As mentioned in our initial submittal, the purpose of this Private Initiative is to make sigificant 
natural gas volumes available in the short term in the Buenos Aires, Greater Buenos Aires and 
Coastal Area, which will enable the replacement of natural gas and liquid fuels every winter, by 
using the existing transmission infrastructure, in order to enhance the efficiency of the 
associated investments, and with the purpose of charging the least possible cost to the final 
user, and to save a large amount for the National State, which we estimate at about USD 450 
million per year, and a trade benefit of about USD 700 million. 

In addition to this, we understand that, in the existing economic and financial conditions, our 
Project – and the Supplementary Expansions on the Final Sections – with make the incremental 
natural gas available in the TGN Transmission System, thus creating a timely, valid and efficient 
alternative as compared to the highly expensive option that involves having to execute the 
GPNK Section II (the foreseen route between Salliqueló and San Jerónimo). We should note 
that the investment required for the Supplementary Expansion to TGS’s Final Sections, enabling 
incremental supply of gas to the Coastal node, has a cost equal to about 15% of the investment 
needed for the GPNK Section II. In addition to this, we should also bear in mind that the 
execution of the GPNK Section II invariably requires expanding GPNK Section I. 

Accordingly, the competitiveness of our Project lies in the smaller investment (and thus the 
greater occurrence feasibility) required by the Supplementary Expansion of TGS’s Final Sections 
in order to access the market connected to TGN. 



Thus, the efficiency and desirability of our Project becomes quite obvious, most of all if we 
consider that, as the domestic demand is seasonal, the purpose of the new transmission 
infrastructures will be to cover the supply of natural gas during winter. 

The entirety of the works discussed above –i.e. the Project together with the Supplementary 
Expansion to TGS’s Final Sections – require rational investments and shorter construction times, 
so as to attend to the most urgent supply needs, and in turn to encourage private investment, 
thus having more competitive rates for the final user. 

We also note, as indicated above, that the technical alternative proposed herein does not 
exclude, but rather supplements, the possibility of making the GPNK Section II in the future; the 
implementation of which will be subject to developments in the demand and especially the 
scale opportunities afforded by exports from the region (i.e. Northern Chile and Brazil); for this 
purpose, it will be necessary to create firm supply conditions enabling the recovery of large 
investments, and also to address the challenge of arriving with competitive final gas prices, as 
compared to other options to supply the market in such countries. 

At the present time, energy imports pose restrictions to the country’s economic growth, 
restricts the strengthening of reserves in the Central Bank of the Argentine Republic, makes the 
energy supply more expensive, and requires significant amounts of subsidies that affect the 
financial equation of the national treasury, so as to mitigate impact upon the users. The Project 
would make it possible to replace energy imports (LNG and liquid fuels for electricity 
generation), at the time of highest demand during the winter period, with the consequent 
impact described below. 

The following table summarizes, in the first place, the estimated level of annual demand for 
each consumption sector month by month, and considers the year 2022, because subsequent 
years are not considered to represent actual circumstances, due to the high hydraulic 
variations and moderate environmental temperatures found in the winter (“Demand 
Scenario”). 

Next, Scenario 1 indicates the monthly requirements of the different supply sources in order to 
attend to the Demand Scenario, which includes the supply from local basins, LNG imports made 
by ENARSA by the Escobar Terminal, and liquid fuels imported by COMPAÑÍA 
ADMINISTRADORA DEL MERCADO MAYORISTA ELÉCTRICO (“CAMMESA”), to be used for 
thermal generation in winter, and without considering imports from Bolivia. 

Finally, Scenario 2 considers the demand from each supply source, as from the commissioning 
of the Private Initiative Project, evidencing a decrease in dependence and energy import costs. 

From the price assumptions for each supply source, also indicated in the table, we conclude 
that the Private Initiative Project gives an annual trade balance surplus of  700 MM USD and a 
financial saving of 450 MM USD per year, which decreases to 300 MM USD if a certain 
incremental cost is assigned to the Project in respect of transmission. 



 

In summary, the Project will provide a substantial decrease in fuel imports, with the 
consequent smaller requirement of foreign currency, and also result in subsidy savings, which 
will achieve competitive supply prices for a user, and which will promote the development of 
the electricity, industrial and productive sector generally. 

 

d) Estimate the demand and annual growth rate for a scenario defined as a base scenario, 
an optimistic scenario and a pessimistic scenario, together with a description of the 
method and assumptions used 

A scenario of increasing difficulty is generally forecasted for the electric supply, primarily arising 
from a smaller natural gas supply from the Northern and Southern basins in the country, 
contract volumes imported from the Plurinational State of Bolivia dramatically reduced and not 
committed, with a high likelihood of total decoupling (“Bolivia 0 Scenario”). 
The North Pipeline in the Transportadora de Gas del Norte S.A. (“TGN”) System has a capacity 
of about 23.5 MMm3/d of natural gas. However, the Northeastern Basin connected to the 
pipeline currently has an input rate of only 3 MMm3/d; this results in a sub-used transmission 
capacity of 20.5 MMm3/d, if we consider the Bolivia 0 scenario. In order to address this 
situation, backflow facilities were to be constructed on TGN’s Northern Pipeline, with a 
capacity of 19 MMm3/d. Then, the shortfall of natural gas from the San Jorge Gulf and Austral 
basins adds idle transmission capacity to the TGS Regulated System, in the order of 16 
MMm3/d, a situation that is unlikely to be reversed, even with the development of offshore 
hydrocarbon reserves in the Austral Basin. 
The shortfall of natural gas from local basins causes Argentina to depend on highly priced 
energy imports, which are injected into the transmission systems to cover the shortfall, and to 
increase the supply with gas from Bolivia, Liquefied Natural Gas and liquid fuels used for 
thermal electricity generation. 



Then, the TGS, TGN and GPNK main pipelines transmitting production from the Neuquina Basin 
are completely saturated, which hinders the development of unconventional reserves from the 
Vada Muerta formation, which are equivalent to more than 120 years of domestic consumption. 
 
If we review such context, there is a high risk in order to guarantee the supply of natural gas, 
and also electricity, since plants in the Argentine Northwest (NOA) and Coastal areas cannot be 
used due to the totally decoupled or uncertain supply from Bolivia. However, this complex 
supply scenario translates into the immediate opportunity for Vaca Muerta to contribute to 
uphold Argentina’s energy matrix, since the existing domestic market is currently supplied by 
imports, with significant benefit in the trade balance and fiscal savings, apart from the benefits 
resulting from the development of other productive sectors as drivers of economic and social 
development. 
It is for this reason that, on the subject of energy policy, today it is essential to make feasible 
and respond to proposals for the construction of transmission infrastructure connecting the 
supply of unconventional natural gas from Vaca Muerta to the consumer market, in the most 
efficient, timely and competitive manner. 
The Project enables the replacement of imports and consumption of LNG from the regasifying 
vessel at Escobar, and liquids used for thermal generation in the Buenos Aires, Greater Buenos 
Aires and Coastal areas. That is, the demand for the project exists and its replacement and 
benefit are immediate. 
Below we show gas flows that enable the supply of: (a) demand from users who currently have 
firm transmission contracts that have been affected by shortfalls of gas from the Northern and 
Southern Basins, which could be supplied with gas from Neuquén upon the commissioning of 
the Project, with an immediate impact upon import substitution, plus (b) additional demand 
from users who currently operate with interruptible transmission contracts, requiring the input 
of regasified and imported liquefied natural gas at the Escobar Terminal. 
 



 
In order to provide long-term demand estimates, we should review the trends and variables 
explaining the behavior of the demand from each of the sectors consuming such fuel (priority, 
LNG, industry, power plants and exports). 

 



The construction of historic data is done with information published by the ENARGAS, added to 
off-system RTP consumption within the industrial demand and liquid fuels (Gas Oil and Fuel Oil) 
at thermal plants reported by CAMMESA within power plant consumption, by considering that 
such consumption is unsatisfied demand that could not be supplied due to the unavailability of 
the resource and/or transmission. 
 
I. Priority Demand 

Residential consumption involves the number of users identified for each zone/region, 
household equipment, technology used for different purposes (cooking, water heating and 
room heating), replacement by other supply sources, temperature, among other types. In order 
to isolate the variables determined by short-term consumption (especially temperature), the 
reference used is the historic average consumption of users in each rate subzone in Argentina 
(average 2015-2023), then user growth is forecasted for each of such zones, in order to finally 
obtain residential consumption. The number of natural gas users in Argentina grew by 2.3% 
since 1993, but in the last few years the rate was similar to the vegetative growth rate (1%). 

II. Transport Sector (CNG) 

A fuel primarily used by taxi cabs, work vehicles and private cars. CNG consumption saw a 
substantial growth in the 1990s and early 2000s, then it remained within a consumption range 
between 6 and 8 MMm3/d, partly depending upon the relative price ratio (CNG price / ordinary 
gasoline price). For the base scenario, we forecast a moderate growth, consistent with recent 
history and considering a reduction in relative prices (CNG price / ordinary gasoline price), 
partly explained by a reduction in natural gas prices. 

In the pessimistic scenario we consider that the relative price ratio decreases consumption to 
the lowest level in recent years (6 MMm3/d). On the contrary, in the optimistic scenario, the 
price of natural gas decreases more than its substitute, which takes consumption up to the 
highest level found in the last few years (8 MMm3/d). 

The CNG sector has a high growth potential by replacing fuels, in the event of higher 
conversion in transport subsectors where it was not developed (cargo and passenger transport), 
due to the impact it could have upon the reduction in the costs of natural gas. 

III. Industrial sector 

The variables explaining natural gas consumption by the industrial sector are growth of the 
economy (GDP), availability of the resource (natural gas) at competitive prices, and availability 
of transmission (firm capacity available by pipeline), among other factors. Long-term forecast 
estimates consider a growth in the industrial demand, primarily associated to specific projects 
that today are being evaluated and that, because of the availability of Vaca Muerta and greater 
transmission, it becomes more feasible. Such projects are generally intensive in the use of gas, 
i.e. they have a large consumption of natural gas in their production processes (e.g. 
petrochemical, fertilizers, RTP processing projects, mining projects in the Northern area of the 
country). 

In the base scenario we consider that 50% of the projects are being evaluated at the present 
time. The pessimistic scenario does not consider the addition of new industrial projects 
demanding natural gas, so the current consumption levels are maintained. The optimistic 
scenario considers the completion of 100% of the projects currently under evaluation.  In turn, 



the growth of the economy brings about greater industrial growth in other branches, which 
drives consumption even more in the sector (this last item was not added in the scenario). 

IV. Power Plants 

Power plant consumption  depends upon the growth of the demand for electricity (2.3% per 
year, cumulatively in the period 2005-2023), and any changes in the rest of the electricity 
generation provided by the other sources (hydraulic, nuclear, renewable). In this regard we 
have considered the scenarios indicated below: 

 

Assumptions for the construction of scenarios 

a) Growth of the demand: We assume a growth of the demand for electricity by 2.3%, which 
corresponds to the historic growth rate in the period 2005-2023. 

b) Hydraulic generation: We consider a contribution with a mean involvement of hydraulic 
energy (36,500 GWh), corresponding to the current installed capacity, which is common to 
all the scenarios, with the addition of projects that contribute 7,800 GWh annually. In the 
base scenario, we consider the commissioning of 50% of such additional generation (3,900 
GWh) corresponding to new projects. In the pessimistic scenario we consider that it is 100% 
(7,800 GWh), and in the optimistic scenario we consider that no project is completed. The 
rating as pessimistic or optimistic determined from the viewpoint of the demand of natural 
gas. 

c) Nuclear generation: For the 3 scenarios we assume the maximum generation in the last 
few years (10,000 GWh). 

d) Renewable generation: In the pessimistic scenario, we assume an increase in its share up to 
20% (under the requirements in Law No. 27,791). The optimistic scenario maintains the 
current share equal to 14%, and production is increased to 4000 GWh. In the base scenario, 
we assume an intermediate share between both cases (17%). 

e) Thermal generation: We assume that the rest of the demand is supplied with thermal 
electricity. For the natural gas consumption estimate, we consider the performance of the 
thermal equipment in 2023, equivalent to 1,887 kcal/kwh. 
 

 Base year 
2023 

Scenario – 2030 

BASE Optimistic Pessimistic 

Generation (GWh) 

Hydraulic > 50 MW 39,332 40,400 36,500 44,300 

Nuclear 8,963 10,000 10,000 10,000 

Renewable (Law No. 26 190) 20,086 29,430 24,236 34,623 

Imports 6,241 - - - 

Thermal 73,020 93,286 102,380 84,193 

Total generation 147,641 173,116 173,116 173,116 

 

Share (%) 

Hydraulic > 50 MW 27% 23% 21% 26% 

Nuclear 6% 6% 6% 6% 

Renewable Law No. 26 190 14% 17% 14% 20% 

Imports 4% 0% 0% 0% 

Thermal 49% 54% 59% 49% 



Natural Gas consumption (MMm3/d) 45 57 63 52 

 
V. Regional exports 

With the development and growth of unconventional gas in the Neuquina basin, Argentina 
resumed its role as an exporter and the supply of volumes to the region, especially to Chile. 
Deliveries by the Andes natural gas pipeline began to consolidate in summer, and then also in 
winter, which were understood to be “useful” exports (i.e. not conditioning the supply in the 
domestic market). Additionally, exports were resumed to the Methanex plant, in the Southern 
part of the country. 

In a pessimistic scenarios, current export levels are maintained. In a base scenario new markets 
are gained, such as exports to the North of Chile in replacement of LNG or coal consumption. In 
an optimistic scenario exports to Brazil are added. Then, in the long term, exports to Bolivia 
could also be considered, since their production is continuously declining. 

VI. LNG exports 

There are several substantial LNG export projects in Argentina. Although they are likely to have 
a dedicated supply pipeline, in a first phase, the expansion of the Tratayén – Salliqueló section 
enables supplying such plants under a seasonal schedule (during 8-9 months in a year), and 
replacing the gas they take from the San Martín pipeline at Salliqueló. In the pessimistic 
scenario, we consider that no liquefaction project is added. In the base scenario, we consider 
the commissioning of a first phase (11 MMm3/d). In the optimistic scenario, we consider a 
second expansion phase (18 MMm3/d). There are more projects giving the sector an enormous 
growth potential, which was not considered in the optimistic scenario. 

 

e) Relevant legal matters, by considering, among other factors, sector characteristics, 
implementation area and influence areas. 

The Private Initiative is primarily submitted under the Law on Hydrocarbons, No. 17,319, 
which is the same environment regulating and applying to the GPNK Transmission Concession. 

Resolution 67 declared the construction of the GPNK to be in the National Public Interest, as a 
strategic project, in order to promote development, production growth and supply of natural 
gas in the Argentine Republic. Under DNU 76, the National Executive Branch granted IEASA 
(currently ENARSA) a transmission concession over the route of the GPNK, as provided for by 
Law No. 17,319, sections 28 and 29 and associated provisions, for the transmission of natural 
gas from the area near Tratayén in the Province of Neuquén, crossing the Provinces of Río 
Negro and La Pampa, passing by Salliqueló in the Province of Buenos Aires, until its arrival near 
the city of San Jerónimo, in the Province of Santa Fe; the concession is excepted from the 
provisions in section 28, in Part II of Law No. 17,319, and the title “VIII – Restrictions” in 
Chapter I of Law No. 24,076 (the “Transmission Concession”). 

Section 46 of Law No. 17,319 also contemplates private initiatives, and provides that: “If the 
National Executive deems that the proposal is in the interest of the Nation, it shall authorize a 
contest for the project in the manner prescribed by this Part. In such cases, the party 
submitting the proposal shall be preferred if there is parity in the conditions for the award.” 
(the bolding is ours). 



Finally, the recent Decree 713, Annex III, section 3, approved a new Private Initiative System, 
which encompasses different contract systems generally, as determined by the same section, 
which may also apply to the private initiatives initially contemplated in Law No. 17,319. This 
document has followed the requirements prescribed by such regulation. 

Consequently, the rights granted to the promoter under sections 11 and subsequent 
provisions of Annex III, Decree 713 apply. As regards the copyright indicated by section 14 of 
such Annex III, TGS is willing to waive the 1% amount indicated therein if does not become the 
Awardee of the Project. 

With regard to the preference rights of YPF S.A. under section 7 of DNU 76, we consider that 
they have been terminated by section 50 of DNU 70/2023 by the National Executive Branch, 
which determines that “a business in which the National State is a shareholder shall not have 
any privilege under public law, nor can the National State have any advantage in the 
procurement of goods and services, nor have any preference nor grant any benefits, of any 
type, scope or nature whatsoever, in any legal relation in which it participates”. 

We believe that such provision also applies to the preferential right granted to CAMMESA by 
Section XV of the Contract for Firm Transmission Services entered into between CAMMESA 
and ENARSA on June 19, 2023, approved by Secretariat of Energy Resolution No. 532/2003 of 
June 22, 2023. 

If the relevant Authority disagrees with the above criteria, a waiver by YPF, CAMMESA and/or 
any other third party of its preference rights shall be formally given prior to the decision 
awarding the Procurement. 

 

f) A description, as the case may be, of the works to be made and/or the services to be 
rendered, with the technical reasons therefor 

Please see Annex B to the Private Initiative with the Technical and Descriptive Report of the 
Works. 

 

g) Preliminary technical, economic and financial feasibility thereof 

Preliminary financial feasibility: TGS has a sound cash condition and has recently effected a 
successful exchange of its negotiable obligations due in 2025, for negotiable obligations due in 
2031, for a total amount of about USD 500 million. If we take into account such cash condition, 
the Project would be mostly financed with self-owned resources and early payments made by 
firm transmission agreements by prospective users of Incremental Capacity, and to a lesser 
extent by short-term bank loans, issuance of debt notes in the local capital market and/or 
other financing associated to imports of equipment that will be used in the Project. 

If the Project is approved to avail itself of the benefits in the RIGI, the sole purpose vehicle (VPU) 
shall be financed with capital contributions by TGS and other parties, and third-party financing. 

Preliminary economic feasibility: Below we show the result of applying the discounted cashflow 
method, which enables us to estimate the net present value and the return on investment, 
thus determining the preliminary feasibility and economic reasonability of the Project. 

In order to do this, we consider: 

1) Evaluation term: 15 years 



2) Flow in constant dollars 
3) Investment amount: we consider a CAPEX= 500 MMUSD, arising from historic values for 

this type of Project. 
4) Estimated operation and maintenance costs: We consider 5% of the CAPEX value, resulting 

from historic values for this type of project, and for the purpose of preliminary studies of 
preliminary feasibility. 

5) Engaged transmission capacity: 14 MMm3/d 
6) Reference price: for purposes of this estimate, and subject to the fact that the price of the 

transmission service to be offered will differ from the value adopted herein, we have 
considered a market price equal to the value determined in the transmission agreement 
entered between ENARSA and CAMMESA for the same route, the value of which is 1.023 
USD/m3 per month of daily capacity engaged (equivalent to 0.91 USD/MMBtu). 

7) Tax benefits in accordance with the Incentive System for Large Investments (RIGI – Law No. 
27,742). 

 

We should note that the amount considered in respect of O&M (USD25MM per year) differs from 
the scope provided in ENARSA’s existing Infrastructure Operation and Maintenance Contract, 
collected by TGS, since the amount included herein for the Project contemplates compressing 
plant overhaul costs, any repairs required by installed turbocompressor equipment, any type of 
event required to ensure reliability and availability of the facilities, either normal or extraordinary, 
for which ENARSA is responsible under the Operation and Maintenance Contract for ENARSA’s 
Existing Infrastructure and are not included in the price charged by TGS. Such extraordinary costs 
include the following: turbocompressor equipment overhauls at the Tratayén and Salliqueló 
compressing plants, the passing of instruments by the entire GPNK Section I. If the O&M of both 
infrastructures is unified, the costs identified as extraordinary in the current O&M contract 
between TGS and ENARSA for ENARSA’s Infrastructure shall be acknowledged and compensated to 
TGS during the 15-year period of the Incremental Capacity Disposition Term. 

By way of example, the following shall be considered as Extraordinary Services, without limitation: 

1) Internal inspection of piping with smart tools. 
2) Piping changes as a result of an internal inspection of the pipeline (pigging) 
3) Piping changes arising from changes in the route and/or any interferences 
4) Services involving manpower in addition to the personnel included in the Services, during 

the performance of Emergency Repairs. 
5) Performing Hot-Taps 



6) Engineering services (in addition to normal operation requirements), excluding any new 
connections. 

7) Engineering Services 
8) Plan providing continuous communication of risks inherent to the natural gas transmission 

system, with the community and the relevant authorities. 
9) Installing storm drains on rural roads, including entrance gates. 
10) Opening a rural road, if it does not exist 
11) Emergency repairs 
12) Final repairs, which shall be implemented after an Emergency Repair, which are not a part 

of the Emergency Repair itself. 
13) Overhauls and/or repairs resulting from unscheduled stops of Turbocompressors and 

Motor generators. 
14) Replacement of equipment comprised within the facilities, by reason of obsolescence. 
15) Remedying damage and replacing equipment as a result of lightning (except where the 

damage was a result of defects in the maintenance of lightning protection systems, for 
which the Contractor is responsible). 

 

Preliminary technical feasibility: please see Annex B to the Private Initiative, with the 
Technical-Descriptive Report of the Works 

 

h) Estimated amount of the investment and operating costs, identifying the different 
investment items and costs involved. 

The main investment items, associated to the description indicated in Annex B to the Private 
Initiative with the Technical and Descriptive Report of the Works, are estimated in the table 
below: 

PRIMARY INVESTMENT ITEMS 

 Investment (USD) 

Compressing Plants   

PC Tratayén  15,000 HP 78,000,000 

PC Casa de Piedra 15,000 HP 95,000,000 

PC Chacharramendi 30,000 HP 138,500,000 

PC Doblas 30,000 HP 138,500,000 

Supplementary Works   

EMEDs, Fiber optic, Inter comp, other  50,000,000 

TOTAL  500,000,000 

 

For the above facilities, upon considering statistical data, we may consider an operating cost 
value in the order of 5% per annum, applied to the total amount of the investment, which 
gives, after considering all the cost items, an amount of about USD 25,000,000 per annum. 



 

i) Review the economic conditions associated to the contract, such as rate levels and term 
of the assignment; 

ENARSA’s Transmission Concession: since the Transmission Concession was granted to 
ENARSA over all the route of the GPNK determined in DNU 76 (Tratayén, Province of Neuquén 
– San Jerónimo, Province of Santa Fe), we propose, as an alternative and supplement to the 
items already submitted in the Private Initiative, that the Awardee of the Project: (i) accept the 
obligation to execute and finance the GPNK Section I Expansion Works, (ii) avail itself of the 
assignment and reserve of firm transmission capacity resulting from the Expansion Works 
during the Incremental Capacity Disposition Term, (iii) perform the operation and maintenance 
of the New Infrastructure and ENARSA’s Infrastructure during the O&M Term, and (iv) have the 
right to exercise the option to perform the necessary works for the Optional Capacity within 
the Option Exercise Term. 

Accordingly, ENARSA would continue to be the operator of the Transmission Concession, and 
this would not affect any firm transmission contracts for the Base Capacity that could be in 
effect upon it; on the other hand, the Awardee would have free availability of the Incremental 
Capacity, and  eventually the Optional Capacity, assigned and reserved to it during the 
Incremental Capacity Disposition Term. 

The Awardee shall be the owner of the New Infrastructure during the Incremental Capacity 
Disposition Term and,  upon the expiration of the latter, shall transfer to ENARSA without 
charge any assets comprised by the New Infrastructure, in their existing condition, which shall 
have been operated and maintained in compliance with applicable regulations. The net present 
value of the asset transfer (calculated by the discounted cashflow method during the period 
between the years 16 and 25, equal to about USD 150 million), together with the CAU, shall 
constitute ENARSA’s compensation for the access and use of the GPNK I by the Awardee for the 
execution of the Project, which gives rise to the Incremental Capacity and, eventually, to the 
Optional Capacity. ENARSA shall be responsible for any expenses required by the transfer of 
such assets, and ENARSA agrees, jointly with the Awardee, to seek the most efficient way, from 
a tax viewpoint, to do the transfer. 

Contract instrumentation: Upon the decision to award the Tender, whoever becomes the 
Awardee shall obtain firm commitments from different parties interested in engaging 
Incremental Capacity, and may agree to transmission capacity reserve prepayments in order to 
contribute to finance the Project. 

In order to have greater certainty as to the demand that will exist for Incremental Capacity, and 
since it is subject to the construction of Supplementary Expansion in TGS’s Final Sections, this 
Licensee has solicited non-binding statements of interest by prospective users of the system 
who may be interested in the engagement of firm transmission contracts upon such Final 
Sections, which shall serve as information for all the parties interested in participating in the 
Procurement for the Project proposed by this Private Initiative. 

For the sale of Incremental Capacity, on a monthly basis, the Awardee shall bill the loaders for 
any related quantities at the Weighted Price and, from the proceeds, the Awardee shall: (a) 
withhold the amount corresponding to such quantities for the Price Tendered by the Awardee, 
and (b) deposit the balance (CAU) in such bank account as ENARSA indicates in writing. In all 
cases the related tax effects shall be considered. 



The Weighted Price shall be determined as the average weighted difference between the Base 
Capacity at the Base Price and the Incremental Capacity, plus Optional Capacity as the case may 
be, at the Price Tendered by the Awardee plus CAU. The Weighted Price shall be recalculated 
whenever the Price Tendered by the Awardee is adjusted and/or the Base Price is modified or 
adjusted. 

Formula: 

PP = (CBE x PBE) + (CI x (PO + CAU)) / (CBE + CI) 

wherein: 

PP: Weighted Price 

PBE: ENARSA’s Base Price = 0.91 USD/MMBtu 

PO: Tendered Price (as per the tender submitted by each Bidder) 

CBE: ENARSA’s Base Capacity = 21,000,000 MMm3/d 

CI: Incremental Capacity = 14,000,000 MMm3/d 

CAU: Charge for Access and Use (as per the tender submitted by each Bidder) 

PP1: If there is any optional volume in addition to the incremental volume, the formula for 
the PP shall be the following: 

PP1 = (CBE x PBE) + (CI + CO) x (PO + CAU)) / (CBE + CI + CO) 

 

wherein: 

PP: Weighted Price 

PBE: ENARSA’s Base Price = 0.91 USD/MMBtu 

PO: Tendered Price (as per the tender submitted by each Bidder) 

CBE: ENARSA’s Base Capacity = 21,000,000 MMm3/d 

CI: Incremental Capacity = 14,000,000 MMm3/d 

CAU: Charge for Access and Use (as per the tender submitted by each Bidder) 

CO: Optional Capacity 

 

j) Financing and repayment structure, including a review of the possibility to execute the 
project with private financing; 

We propose that the investment be made 100% by private financing. 

As regards the financial structure of the Project, please see item g) of this Supplement. 

 

k) Description of the risk factors that, in the promoter’s opinion, could affect the normal 
dealings for the Private Initiative and/or its future procurement, and likewise any Project 
risk factors; 



The risk factors that could affect the Project under the Private Initiative consist in any 
macroeconomic variables whose instability could restrict the existence of suitable conditions 
for the submittal of tenders at the resulting public Procurement. This, due to the difficulties 
that could arise in the preparation of tenders for such Procurement, if there is any considerable 
change in the macroeconomic context. 

As regards this Project, certain factors such as the duties given to ENARSA, its contractual 
status and other variables that could have an impact upon the manner in which it conducts its 
commercial operations, could imply that some of the assumptions upon which the Private 
Initiative was based should be reviewed, which would affect the normal process for their 
implementation. 

 

As to the risk factors of the Project, we identify the following: 

1. Commercial / Regulatory Risks: Although the primary purpose of the Project is to supply an 
existing demand, the supply of which has been affected by the lack of natural gas in the 
Northern and Southern Basins, the lack of rate definitions for the regulated transmission 
system, so as to enable the Project gas placed at Salliqueló to access the final consumption 
points connected to TGS and TGN, and likewise the conditions applying to the ENARSA’s 
Mercedes – Cardales Pipeline, could delay a user’s decision to engage firm transmission 
services from the Awardee. Also, the feasibility of the Project is also uncertain with regard 
to the degree of contracts for the supply of firm transmission capacity, which depends 
upon factors beyong TGS’s control. Especially, at the date of this Initiative there is no 
certainty with regard to the action that will be taken to implement the deregulatory 
instruction provided for in section 2 of Decree No. 70/2023. Particularly, as to the 
wholesale electricity market, a large user of transmission capacity, the role of electricity 
generators in relation to the natural gas supply and its transmission to their thermal plants 
is still unclear, as suggested by section 165, item d) of Law No. 27,742. Likewise, changes in 
the commissioning and licensing requirements in different jurisdictions could also delay the 
execution of the Project.  

2. Financial Risks: The prospects for the generation of operating funds, and of obtaining third-
party financing for the Project, could also be affected by a number of risk factors that 
would restrict the amounts available and the conditions and costs of the financing thereof, 
such as, for instance, worsening of conditions in the Argentine economy (e.g. high inflation, 
current account deficit, economic activity slowdown, lack of access to capital markets in 
order to refinance public sector debt), failure to fulfil the regulatory environment, resulting 
in rate delays, decline in international prices of liquefied natural gas exported by TGS. 
Also, cost overruns and financing issues could also arise from changes in the prices of 
materials and services, and changes in economic conditions. 

3. Supplier Risks: Supplier defaults with regard to quality, delivery time and costs could 
significantly affect the Project. 

4. Environmental Risks: Adverse environmental impacts and the need to comply with strict 
environmental regulations could also result in delays and additional costs. 

5. Security Risks: Worker safety and the integrity of the pipeline and associated facilities are 
of key importance. Occupational accidents and security failures could have serious 
consequences. 

6. Social and Political Risks: Opposition from local communities and changes in the political 
environment could also have an impact upon the feasibility and progress of the Project. 



7. Market Risks: Any substantial changes in long-term natural gas supply conditions, and any 
development of reserves at competitive prices in the basins in Southern Argentina or 
Bolivia could affect interest in engaging capacity transmission by the Project. 
 

l) General review of the environmental conditions, in order to determine the need for an 
environmental impact assessment 

This Initiative seeks to contribute to a sustainable development of the country, by providing an 
alternative that supports the essential role of natural gas in energy transition. 

Natural gas is the fossil fuel with least environmental impact, among all that are used, in the 
extraction, preparation and transmission phases. In such connection, the replacement of liquid 
fuels by Natural Gas, especially for electricity generation required in winter days, in which the 
current gas supply fails to satisfy the demand, implies a reduction of greenhouse gas emissions 
in the order of 25-30%. Natural gas combustion is characterized by the absence of any type of 
impurity or waste, which discards any emission of solid particles, soot, smoke, etc, and also by 
a smaller emission of polluting gases (SO2, CO2, NOx and CH4), per energy unit produced. Its 
use contributes to avoid global warming, reduce greenhouse effects and improving air quality. 

Notwithstanding the above, the Project in this Initiative shall be subject to a Prior 
Environmental Impact Assessment (EIA), with the primary purpose of identifying and assessing, 
from an environmental viewpoint, location alternatives, consistent with economic feasibility 
and the possible engineering design, so as to enable a review of the advantages and 
disadvantages of each location, by taking into account the “best available technology”, and so 
select the location that is technically and environmentally most advantageous. The assessment 
shall be made fully in compliance with NAG 153 (the Argentine standard for environmental 
protection in the transmission and distribution of natural gas and other gases by pipeline). 

Upon completion of this phase, we will proceed with an Environmental Impact Assessment 
(EIA), which shall comply with NAG 153 and also with any conditions prescribed by the relevant 
controlling authority having competent jurisdiction. Its purpose is to identify, assess and 
quantify any environmental impacts that could result from costruction work and tasks, 
operation and abandonment, or removal of the proposed facilities. The document shall include 
a description of the Project, its environmental and social baseline, the applicable legal 
environment, identification and review of potential environmental and social impacts that the 
Project (in all its phases) could cause in the short, medium and long term, and likewise any 
environmental management action required to address (i.e. prevention, mitigation, 
compensation) such impacts, which will be done with the Environmental Management Plan 
included therein. 

The primary purposes of the EIA are: 

• determining the environmental feasibility of a project, for informed decision-making 
purposes, 

• promoting transparency in the  planning and decision-making process, and 

• promoting prevention and suitable management of potential environmental and social 
impacts associated to the Project. 

Pursuant to the standard NAG 153, the EIA shall be supplemented by an Environmental 
Protection Plan (PPA) comprised of: 



• Environmental Management Plan: such plan shall include a number of measures and 
technical recommendations in order to: a) safeguard environmental quality or 
minimize any adverse effects in the project influence aread, b) guarantee that the 
project is conducted in an environmentally responsible manner, c) foresee and take 
explicit and specific actions so as to prevent or remedy any environmental impacts 
forecasted in the EIA, and protect any environmentally sensitive ares detected in the 
assessment. 

• Environmental Contingency Plan: with the purpose of safeguarding life, the 
environment and any social-economic and cultural activities done within the 
geographic area of operation of the new facilities. 

• Environmental Audit Plan: in order to ensure a systematic, regular and documented 
process, verifying compliance with applicable regulations and the guidelines in the 
Environmental Management Plan. 

 

m) Submittal bond, which may be posted in the form of a surety bond policy approved by 
the National Superintendency of Insurance, a guarantor or a bank letter of credit, for an 
amount equal to ZERO POINT FIVE PER CENT (0.5%) of the estimated investment, in order 
to guarantee the promoter of the initiative in the procurement process to be called. Such 
bond shall be enforceable if the relevant party fails to submit the tender, without need 
for any warning whatsoever. If a tender is submitted, the bond shall be immediately 
returned after the submittal. 

Please find enclosed Surety Policy No. 1,216,658 issued by Cauciones Seguros, for the amount 
of two million five hundred thousand U.S. dollars (USD 2,500,000). 

It is understood that if the terms of the Procurement Conditions differ from those proposed in 
this Private Initiative (including the Supplement thereto), TGS shall not have any duty to submit 
a tender, and the bond shall be immediately returned to TGS. 

 

n) Substitution for Paragraph 8 in Annex II to the Private Initiative: 

“8. Terms of Reference for the Procurement call 

In order to carry on the Procurement for award of this Project, in furtherance of the Private 
Initiative, TGS proposes the following guidelines, so that they may be taken into account in the 
wording of the terms of reference of the Procurement Conditions corresponding to the 
Procurement: 

a) The subject of this Procurement is to engage the performance and financing of the Works 

Expanding GPNK Section I, Tratayén-Salliqueló in 14 MMm3/day, with an option of up to an 

additional 6 MMm3/day by the Awardee, under the terms and conditions described in the 

Private Initiative, in consideration for the assignment and irrevocable reserve of 

Incremental Capacity (and, eventually, Optional Capacity), to the Awardee during the 

Incremental Capacity Disposition Term. 

b) The only businesses that may appear are those demonstrating wide and actual experience 

in operation of natural gas transmission by ducts, having a total length of over 1,000 km, 

with a diameter not smaller than 30 inches and a design capacity not below 300,000 HP; 



and also showing due legal capacity and suitable technical and financial solvency (the 

“Bidder”). 

c) The Bidder who becomes the successful bidder in the Procurement (the “Awardee”) shall 

execute the Project in a manner that provides firm transmission of natural gas capacity by 

the Incremental Capacity of 14 MMm3/d – from Tratayén to Salliqueló, with an option for 

Optional Capacity, and shall be the owner of the New Infrastructure during the Incremental 

Capacity Disposition Term, and shall transfer it without charge to ENARSA at the end of 

such term, in its existing condition, and undertake its operation and maintenance in the 

manner of a prudent and reasonable operator. 

d) The Procurement shall inform the price currently charged by ENARSA for Base Capacity 
transmission services (the “ENARSA Base Price”), and also, if applicable, its regular 
adjustment clause. 

e) A Bidder, at the Procurement, shall tender a price enabling it to recover its investments and 
expenses in the Project and the O&M of the New Infrastructure, so as to obtain the sought 
return, during the Incremental Capacity Disposition Term (“Tendered Price”). The Tendered 
Price and the CAU shall be adjusted annually by the PPI. 

f) The Tendered Price winning the Procurement, added to the CAU, shall be used to calculate 
the “Weighted Price”. The Weighted Price shall be determined as the weighted average 
between the Base Capacity at the Base Price and the Incremental Capacity plus Optional 
Capacity, as the case may be, at the Tendered Price plus the CAU (“New Capacity Price”). 
Every time the Tendered Price is adjusted and/or the Base Price is modified or adjusted, 
and/or the Incremental Price Plus the Optional Price are modified, the Weighted Price shall 
be recalculated. 

g) The Awardee in the Procurement shall be the Bidder obtaining the larger amount upon 
adding the savings that result to the Existing Capacity by applying New Capacity Price plus 
any revenue in respect of ENARSA CAU during one year, by the following formula: 
 
AT: annual transmission savings (MMUSD) ex post expansion works. 
Ien: ENARSA’S additional annual revenue in respect of CAU. 
 
Then:  
AT  = ((PBE – PP) * CT) * 365/27.1 
Ien = CAU (USD/MMBtu) * CI * 365 days / 27.1 
 
wherein: 
PBE: ENARSA Base Price = 0.91 USD/m3/d 
PP: Weighted Price calculated in the following manner: 

PP: (CBE X PBE) + (CI x (PO + CAU)) / (CBE + CI) 

and wherein: 

CBE: ENARSA’s Base Capacity = 21,000,000 MMm3/d 

CT: Total post-expansion capacity = 35,000,000 MMm3/d 

PO: Tendered Price (as per the tender submitted by each Bidder) 

CAU: Charge for Access and Use (as per the tender submitted by each Bidder) 

CI: Incremental Capacity = 14,000,000 MMm3/d 



The Bidder tendering the amount that is higher upon adding AT+IEn shall be the 
Awardee. 

 
h) The Private Initiative promoter’s rights shall be taken into account under sections 12 and 

13 of Annex III to Decree No. 713. 
 

i) As from the commissioning of the Incremental Capacity, in whole or in part, ENARSA and 
the Awardee shall bill its loaders the Weighted Price. 
The Awardee shall bill the Weighted Price by the Incremental Capacity and shall: (a) 

withhold the amount corresponding to the Incremental Capacity sold by the Tendered 

Price, and (b) deposit the remaining balance (CAU) in such bank account as ENARSA 

indicates in writing, after discounting any related tax effects. 

 

j) The Tendered Price and the CAU shall be adjusted annually by the PPI, which shall mean 
the Producer Price Index for commodities for unseasonal final demand (Base: 20.09.11) 
published by the Bureau of Labor Statistics in the United States Department of Labor 
(Series WPSFD4). The adjustment shall be done every January 1, and its calculation shall be 
done every month of December of the previous year, by taking into account the ratio 
between the PPI relating to the month of October of the current year with the PPI relating 
to the month of October of the previous year. The resulting ratio shall be multiplied by the 
Tendered Price at the current value of each moment. The first PPI adjustment shall be 
applied from January 1 of the year following the commissioning year of the first 
compressing plant, by taking into account the ratio between the PPI applying in October of 
the previous year with the PPI applying in the month in which the Tender was submitted. 
 

k) The Procurement Conditions shall provide that the Awardee (or whoever the Awardee 
designates) shall be responsible for the operation and maintenance both of ENARSA’s 
existing Infrastructure and the New Infrastructure (that is, it shall be the common operator) 
during the O&M Term, and shall provide the guidelines concerning its scope. 
 

l) The Procurement Conditions shall prescribe that the Awardee shall assign its rights and 
duties to a “Sole Purpose Vehicle” (VPU) under the Incentive System for Large Investments 
(RIGI). 
 

m) Prior to the award, any holder of any preference right for the engagement of new capacity 
on GPNK Section I (including without limitation Incremental Capacity) shall have formally 
and irrevocably waived any exercise of such right for the benefit of the Awardee. 


