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Ladies and Gentlemen,

When / last visited Montreal, / had to ask my way to someone in the street and that person, very quickly, did notice that I was not French./ asked him how he could reach such a conclusion and he said: “You speak French without having the French accent “ As a joke, I replied, “Is there a French accent? “.

To which he answered: “Yes, indeed, we all have an accent “.

You do understand now the reason why I did not want to punish you with my terrible English accent. I preferred preseiving your ears and requesting just the look of your eyes.

Whatever the language is, what is of importance to me, it is to express the satisfaction and the pleasure to share with you this session of our 16th World Petroleum Congress, the last one of the century.

I am particularly happy to contribute in the ideas and exchanges of this forum. My interest is to tell you about the mutations which are planned for Sonatrach, a national Company ready to enter the 21st Century, with its experience in the hydrocarbons sector, and particularly gas, its strategic option for partnership and its objective of clarifying its functioning, stripped off its role as a state entity.

Sonatrach, over the 4 last decades, has expanded and contributed in the development of the Hydrocarbons industry, the same way it has been a significant player in the international gas marketing evolution. We are fully committed to pursue and amplify our participation in the development of the two energies during the 21st Century.

20th Century: The era of Crude Oil

The 20th Century, which has witnessed a remarkable evolution, real transformations in ways of life and activities worldwide, as well as with unprecedented mutations in international relationships and geopolitics, is, undoubtedly, the century for the acceleration of technological innovations and their broad spreading over.

The hydrocarbons industry, either as the trigger or as the springboard for change, or evolving under the effect of its environment, has made a major jump over this century.

The strategies, approaches and behaviors of Oil and Gas players have also dramatically changed with the evolution of ideologies and their impact on international relationships. The era of concessions and royalties, which reflected the concept of domination in international relationships, has been replaced by an era of international partnering and sovereign opening up of national upstream sectors.

Progress made by technology has turned oil into the first energy source at the detriment of coal. More recently, technological advances have globally favored the hydrocarbons supply potential, whether it is oil or gas, by making feasible the development of sources, so far considered as being technically or economically inaccessible.

However, one can consider costs savings as being more significant for the most capital-intensive industry, and that is natural gas. Reductions of costs related to natural gas land and sea transportation as well as to liquefaction and regasification processes do help expanding the international gas marketing geography. New LNG routes and pipelines crossing over large distances and sub sea distances are being thought about, something considered, so far as being impossible.

But it is, undoubtedly, in terms of usages that technological innovations did provide to natural gas significant advantages which have allowed this energy source to keep the fastest growth for a decade and to gain markets.

The revolution of the combined cycle, coupled with the environmental objectives, place natural gas in the orbit for the energy of the future.

Clearly, hydrocarbons have conquered a place of choice in the world energy balance. They account for more than 60% of the world energy demand and their share could reach 70% by 2020.

“SONATRACH: A Staged mutation”

Each period has its own rational for appropriate decisions and actions. If we look back at the short but dense history of hydrocarbons in Algeria, we can see that there is a series of adaptations and evolutions which, even if they are logical in their sequential occurrence, are more or less aligned with their periods.

Within about 40 years, Sonatrach has developed and progressed, sometimes anticipating upon events and sometimes lacking responsiveness to mutations.

The creation, in 1963 , of Sonatrach as a hydrocarbons national company, was to assert a sovereignty recently re-conquered but still challenged in the hydrocarbons sector. It was to set an instrument for the national energy strategy,

similarly to other countries, France with Elt and Total and Canada with PetroCanada.

Set as a company for hydrocarbons transportation and marketing, at its creation, Sonatrach could not reach the status of a petroleum company without having in its hands the upstream and production activities,

It was only in 1971 that Sonatrach, in its own country, had access to the upstream, further to the nationalizations imposed by the strategies and the positions of the protagonists of that period, states and companies.

Once the sovereignty established on the oil upstream, Algeria was able to open up its mining territory to an international and diversified partnership, based on comparative benefits criteria rather than on those related to history and geography.

Paradoxically, but we all know that paradoxes often disappear when emotions shown by the players of the moment decline, the reestablishment of the national sovereignty upon the sub-soil resources appears to be a favorable element for international participation.

I said that for each period its rational. The decade of 1990 was that of the consolidation of the national hydrocarbons reserves through the opening up of the oil upstream to international partnering.

The results of this opening up, first for oil and then for gas, are quite illustrative. More than 20 oil companies are currently operating in Algeria in hydrocarbons exploration and production activities. They come from different countries, North America, Europe and Asia. In less than a decade, the petroleum Algeria, absent from oil companies exploration objectives, has become the country with most hydrocarbons discoveries in the world.

The Berkine basin, a new oil province with a concentration of giant fields, is the striking illustration of the large potential of the Algerian sub soil and represents a reference for the partnering practice.

For the nation, the results speak for themselves: Hydrocarbons reserves have been reestablished to their level of 1970, which means that they have replaced all the quantities consumed or exported within 3 decades.

Should we look at another aspect, we can see that competition has been beneficial to Algerian oil services companies. Some of them have made remarkable technological leveling and managerial mutations. Said companies which are now integrated into Sonatrach Group, have demonstrated that they are capable of capturing their own share of the market, in a competitive environment.

The decade of 1990 was for Sonatrach a period of an intense exercise of partnership practice, with, as a priority, promotion objectives aimed at changing the perception and the image which partners have about the Algerian upstream.

In parallel to that, an internal adaptation within the company was required, in order to transform mentalities, to have managers and technicians getting familiar with the partnership practice; in other words, to make sure that the partnering perception did progress within the company.

The partnering experience of these last ten years, which was beneficial for us as well as for our partners, has its weaknesses, mostly due to the difficulty of raising huge resources required by the numerous exploration successful activities, as well as by our dual situation of a company having also to act as a state entity.

“Clarification of roles: Promising partnership mutations”

The redefinition of the role of the state and the clarification of the forms of its involvement, both as a public entity as well as a shareholder, is, in my view, the most important and the most promising perspective for hydrocarbons industry in Algeria.

Indeed, it is a perspective and a context which relieve Sonatrach from constraints while, at the same time, require deep changes, in order for Sonatrach to adapt its strategies, its mode of operations and its partnership practices to the current standard of its business and the evolution of its environment.

It is a quality step for partnership which does converge with the objective of turning Sonatrach into a partner who will no longer need to execute on behalf of the state functions which, so far, have given Sonatrach the status of a partner bound to go through, but which will, rather, allow Sonatrach to become a desired and sought for partner.

A partner who will be chosen for its comparative benefits. I will only refer to those related to its good knowledge of opportunities existing in the Algerian hydrocarbons industry and to their success factors. I can also refer to the savings in terms of efficiency and performance induced by a functioning mode exclusively targeted towards the requirements of the exercise of our businesses.

Our objective is to break away from the image of control and supervision, in favor of a reality of a partner put on the same equal footing, a partner who would participate,~ be active and focus on the creation of wealth.

Our clear and determined option for international partnership is not limited to the national upstream, neither it is limited to punctual opportunities or to production sharing contracts only.

The national upstream and, more and more, the downstream do offer ground for this evolution of partnership perceptions. The numerous and tangible business opportunities will, then, generate more partnership deals, not only under the schemes so far practiced, but also under more integrated and more advanced forms of cooperation.

This form of integrated partnership implies cross interest stakes which would be, in fact, the synthesis between the objective of having access to reserves for international companies, and our own internationalization objectives.

This is how alliances start, as a form of a strategic cooperation motivated by a convergence of objectives. This convergence could be for a geographical zone or for a segment of activity likely to justify a cooperation organized in terms of duration, joint coordinated actions, and fully benefiting by the capacities and the skills of the partners involved.

Obviously, such a form of cooperation is more appropriate and more adapted to expanded business opportunities as well as to the increasing competitive requirements of globalization.

“A global strategy for a national company with international standard”

The capacity to adapt to the changes and to overcome the challenges of our era are the key factors for success and the dynamic conquest of positions, whether it is for individuals, firms or nations.

It is more true in the world of today where globalization is accelerating changes, where concepts, strategies and positions are more and more becoming obsolete and where competition is opened up to a variety of players in a space transcending borders.

Marketing and production satellite organizations are increasingly outsourced and require from companies the implementation of global strategies beyond the local market.

It is a reality which no longer allows a company to only have a national strategy, nor even to juxtapose an international strategy as a mere appendices to the national one. This reality requires from any company, and most particularly for Sonatrach which, by virtue of its activities, is an international company, while being the first company in the country, this reality, as I said, requires a worlwide global strategy.

This is a must, a real challenge of performance, efficiency and adaptation, and indeed, it bears requirements. Said requirements relate to the conditions which Sonatrach has to fulfill in order to exercise its business and enhance its international competition. It is an illusion to work this out separately, or as if we were in a protected heaven, because our activities will have to be carried out in spaces chosen without any “ distinguo “, in Algeria or in the remainder of the world.

Expanding our activities in Algeria and beyond our borders, developing hydrocarbons reserves, including outside Algeria, controlling technology and reaching an economic efficiency, these are the objectives of Sonatrach as a national company of international standard.

Similarly to our development strategy, our partnership strategy is global: As the cornerstone of the development of our national activities, partnership will be the driver of our international business.

Perspectives of expansion and mutations of natural gas markets illustrate the appropriateness and the requirement for renovated approaches and global strategies.

“The Strategy for Natural Gas: An Energy of the Future:

Sonatrach, a gas company since its creation, a traditional player in gas industry, an important gas supplier, particularly to Europe, has developed close

cooperation relationships with major gas companies operating in these markets.

The way European gas markets are being shaped today urge us to adapt our

practices and to act through our presence and our involvement in said markets.

Being a traditional player of the gas industry as well as a new direct player in the gas markets is, for us, a propitious status for a diversified and complementary

partnership.

The enhancement of the downstream and the expansion of the range of partners, together with the development of our partnering practice, are motivated by and

targeted to a double objective:

-
To increase exports of Algerian gas and, thus, contribute to meet the increasing demand, particularly in the European market.

-
To put Sonatrach in the position of participating in the supply of remote markets from gas sources which we will have to discover or to acquire outside our borders.

Our intent is to turn these objectives into reality with partners — direct players in each segment of the gas chain a well as the various activities.

We are keen to preserve our traditional relationships, to expand them and to create with our current partners new opportunities linked to the markets evolutions.

In parallel, we will seek relationships with emerging players and, with them, capture new segments for Algerian gas today , and for gas which, in the future, will be discovered by Sonatrach explorers outside our borders.

The aim of our approach will also be to seek an operational stability of outlets which would be complementary to the contractual stability, for our future exports. We will materialize this objective through participation in projects needing large quantities of gas, such as power generation plants.

New approaches adapted to new situations for new Algerian gas export objectives.

The objective to export 60 billion cm dates back to more than 10 years. Therefore, it is time now to update our balance and perceptions and we are working out new export objectives. As a first estimate, I can tell you that they could be in the range of 20 to 25 billion cm per year.

One part of the additional exports I have just referred to and estimated, can be achieved within exceptional timing compared to the long periods of time required by new gas projects, through the extension potential of Sonatrach export infrastructure capacity. The two pipelines between Algeria and Europe, the” Mattei “and the” Duran Farell “can, together, provide an additional potential of 15 billion cm to the European markets, by simply adding compression stations.

Beyond the saturation of these two pipelines, new export capacities will be determined depending on the routes and industrial or commercial and gas partnership strategies. We are working out the various alternatives and we are reviewing the feasibility of connections by pipelines either inland or under the sea, by comparison with new LNG plants designs. Nonetheless, whatever theexport route is, our clear and determined option is to undertake the construction of these new capacities with partners.

Our intent is also to participate in discovering gas outside our borders as well as to supply remote gas markets. It is an integrated approach in a global strategy which turns the international space into a space for our activities.

Our goal is to extend our effective contribution in the development of gas industry through our participation in its growth in the 21st century, and the implementation of approaches and schemes always adapted to mutations, bearing in mind that this has to be done with the same aggressiveness and the same eagerness for real facts.

Thank you for your attention.

