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The Angolan petroleum industry has experienced huge
development since the early eighties, and we are currently
going through a period of spectacular exploration results,
which are expected to double our current production in five
years.

Back in 1980, we produced about 140,000 barrels per day;
our current production is 730,000 barrels/day, and
according to our projections it will be about one million
barrels/day in the year 2000.

What have we done to achieve such significant results?

Our method was simply to create attractive conditions for
investment. This motivated the multinational companies,
encouraged competition between them, enhanced activity,
and the results just appeared naturally.

The Angolan case is a good example of how competition
promotes development. In fact, before independence a
monopolistic policy was followed, which restrained the
initiative and competition, resulting in little activity and poor
results.

The moment the rules were changed and the areas to be
exploited were opened to all interested international
companies, the panorama of our petroleum industry
changed dramatically.



Our policy was, and still is, based on the principles of
reciprocity of interests and mutual benefits for both parties,
as well as creating an atmosphere of cordiality and
understanding with investors.

Promoting competition in Africa is not the same as in
Europe - in Africa we have huge needs, deficiencies and
weaknesses, and these sometimes compel us to make
certain concessions, which in other circumstances and
countries might not be necessary.

We are well aware that investors have to be offered more
attractive conditions in our countries than in developed
countries, because we neither possess, nor are in a
position to offer, the same working conditions.

Obviously the major contributor to the boom in Angola's
petroleum industry was successful exploration, since
investment is primarily motivated by positive results and
profitability.

However, a significant portion of this boom arises from our
understanding and flexibility in approaching the concerns
of our partners, as well as our constant search for
solutions that can be acceptable to all parties.

We all know that investors only invest if attractive
conditions are offered to allow returns on invested capital,
and in Angola we have always tried to ensure that
adequate returns on investment are obtained when a
petroleum reservoir is discovered.

Our production sharing agreements, which have been
used in Angola since 1980, are designed to give investors
a 15% to 30% return on investment, depending on
reservoir size, and to allow investment recovery in 4 to 5
years.



In the case of shallow water contracts, profit oil sharing is
fixed and based on cumulative production, whereas in the
case of deep water, profit oil is shared based on the
internal rate of return. This is to ensure that Companies
have a profit margin within the said limits of 15 to 30%.

In those cases where field profitability proves to be lower
than anticipated, either the economic parameters are
changed, or other alternatives are offered to our partners.

We also guarantee in our contracts that, should any
change in the law occur which affects contractual rights
and benefits, the necessary alterations will be made in
order to restore the anticipated benefits. Obviously, this
gives great confidence to the Companies.

However, our laws have been stable, and the respect for
contracts is a point of honor with us. This generates
credibility and trust and helps build up interest and
competitiveness.

Our Petroleum Law was established in 1978 and is still in
force, although improvements and adjustments are
currently being introduced. These are basically aimed at
incorporating into the Petroleum Law most of the
principles and rules included in individual contracts, so
that these principles and rules are known by all, and are
the same for all companies.

We are planning on having very simplified production
sharing agreements in future. These will allow us to
expedite the negotiating process by reducing negotiations
essentially to work programs and economics.

Because we are aware of the dynamism of the
international petroleum industry, we have always made a



point of winning the Companies' confidence by facilitating
their work and lending an ear to their concerns, as well as
encouraging them to cooperate with us in looking for the
best solutions.

Additionally, we have been generous in approving
requests for the extension of exploration periods beyond
the contract dates to enable the companies to carry out
their work and realize their plans.

One of our policies to promote competition is
diversification of contractor groups and operators.

To achieve this, we try to limit the number of blocks
operated by the same company, and make sure that major
multinational companies are operators, in order to
encourage competition and good performances.

Another of our main preoccupations has been limiting the
participating interest of operators to a maximum 50%, so
that contractor groups of 4 or more companies can be set
up, whenever reliable and interested competitors exist.

Where possible, our goal is to have contractor groups that
are technically and financially qualified to carry out
vigorous work programs, since only in this way can
discoveries be made.

As indicated previously, we have several shortcomings
and weaknesses, in particular regarding human resources.
This restricts our action and makes it impossible to have a
national operator company competing with the other
companies.

Surely our training effort has produced good results, but
the industry has grown so much that the national



personnel continue to be insufficient to meet our
requirements, and expatriate personnel have to be hired.

The petroleum exploitation panorama in your countries is
obviously quite different from that in Angola.

For one thing, our human, technical and financial
resources cannot compare with yours.

We are now in an era of global economy, to which the
petroleum industry has contributed in no small measure,
but I believe that a lot can still be done towards the
development and progress of humankind.

In fact, by bringing together the technical and financial
capabilities of some and the petroleum potential of others,
production can certainly be expanded, exploitation
techniques improved, and better results obtained.

Technical progress, therefore, will benefit both the
producing countries and the companies that exploit the
resources of those countries.

The North Sea is one of the areas where petroleum
technology has progressed most and all the world is now
benefiting from its technical advances.

As a result of the progress in geophysical techniques, the
risk in exploration has been substantially reduced in
Angola, and advanced drilling techniques have allowed us
to drill in approximately 2,000 m water depths, where
mammoth reservoirs have recently been discovered.

In spite of the many technological advances of recent
years, there is still a long way to go in geophysics, drilling
techniques, hydrocarbon detection, optimization of
recovery factors, and so on, in order to reduce risks and



costs and improve performances, thus increasing profits
for the producing countries and the companies.

The countries possessing the necessary technical and
human resources to promote research and upgrade
petroleum exploitation techniques are basically the
developed countries.

The only thing we, developing countries, can do is provide
access to the research efforts aimed at technological
progress.

In my view, therefore, your technicians should be provided
with all the necessary ways and means to encourage
research and technological development, for your benefit,
as well as ours.

Only based on such technological development will we be
able to produce many still marginal fields, and exploit still
inaccessible areas.

As mentioned previously, by bringing together your
experience and technical capability and our petroleum
potential, we will be able to reach performances which
today seem to exist only in the realms of utopia.

Competition between companies for petroleum resources
will be the greatest promoter of development in petroleum
exploitation, and I believe that in a world that is becoming
more and more globalized and open to competition, only
dynamic, innovative and capable companies will succeed
in meeting the challenges of the future.
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