








Consultation & Communication

Vital Community Bridges: Chad’s Oilfield Development Area

This crossing of the Loulé River was wiped out by flooding during the 2007 rainy season. The people of
Bero and Mbanga asked the project what it could do to help and the project responded by reconstructing
the crossing as a donation. The road doesn't fall under normal maintenance guidelines because project
operations do not rely on that particular section of road.

Tite Djimh Otoum, Bero resident, front of motorcycle:
“We suffered last year when the bridge was wiped
out by the flood. Life is much easier with the bridge.
For example, to get to market with our produce we
had to travel three times the distance to cross the
river - 15 kilometers instead of 5 kilometers.”
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Consultation & Communication

Vital Community Bridges: Cameroon’s Pipeline Route Corridor

P

The project has donated three temporary construction bridges to Cameroon. The bridges were built to
support the construction of the export pipeline and were to be removed under the conditions of the
Environmental Management Plan. However, the government of Cameroon has agreed to take
responsibility for maintaining the bridges, clearing the way for the donation. The bridges serve residents in
the area of Lokoundje River (top) near Bikoe |, Mougue River (bottom) near Bidjouka, and Mba River (not
shown) between Mabele | and Kongolo. The villagers had protested against the bridge removals and
pressed hard for them to be left in place.
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Consultation & Communication

Cyril Ona, Bikoe | resident:

“The bridge is very important for
transportation because when it was down
no vehicles could use it. We need it to
reach markets for our plantain, palm oil,
cocoa yams, peanuts - all our products
from our farms. When someone is ill - an
emergency - a moto or a car can get that
person to medical help. With 500 people in
this village we have no clinic. There is a
hospital 21 kilometers away and a small
dispensary 8 kilometers away. But a sick
person cannot walk so far.”

Roger Mete Ndengue, Chef de Village Bikoe I:

The old bridge was wiped out by a flood in heavy rain in 1988. The
pipeline construction put in a bridge in 2000 and we were very
happy. We know the bridge was only intended to be temporary but
we have confidence the government will keep its promise to
maintain it. This must happen and we are already planning some
minor repair ourselves. The benefits for us are incalculable - the
relationship with our government headquarters, food, the market,
health care, even access to a high school.

Isaac Mpfoum Minkoja, Chef de Village Bidjouka:

“A timber company built the ancient bridge to bring logs out to
port. It was so old and dangerous that no cars could cross it. To
reach the cocoa market we had to carry our product on our
backs. We could not even use push carts. This was very hard
and it limited our ability to make a living. Four people were killed
because they fell off the terrible old bridge and were drowned
during rainy seasons. The river cuts through our village so
people must cross it twice per day to reach their farms. Without
the bridge we would need to use canoes. So, the people of
Bidjouka say thank you.”
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Section

Compensation

Total individual land use compensation paid by the project in 2007 totaled
over 653 million FCFA (over $1.3 million) in cash and in-kind payments. A
total of nearly 11.4 billion FCFA (over $18.3 million) in individual
compensation has been disbursed since the project began.

4 Tally of Individual Compensation (Millions FCFA)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Month | Project to

2007 2007 2007 2007 Total Date
Chad 173.6 188.0 147.7 134.6 643.9 5,989.3
Cameroon 0.4 0.3 1.6 6.9 9.2 5,397.0
Project Total 174.0 188.3 149.3 141.5 653.1 11,386.3

Overall Status of
Compensation
Program

Now that most of the project facilities have been completed in both Chad and
Cameroon, compensation has stabilized at levels well below those from 2000 to
2003 when construction was underway for the central oilfield facilities, the
initial oilfield development, and the export pipeline system.

® In Chad, ongoing compensation generally relates to new wells and other
facilities aimed at enhancing daily crude oil output. (For more information
on compensation and resettlement, see the section Update: Land Use in the
Qilfield Development Area.)

® |n Cameroon, where construction ended in 2002, compensation activities
generally relate to the ongoing Social Statement process to resolve a list of
concerns and grievances developed in collaboration with local NGOs,
representatives of the government of Cameroon, and villagers. (For more
information on the Social Statement process, see the section on Consultation
& Communications.)
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Section

Update: Land Use In the
Oilfield Development Area

he team of specialists assembled to implement the Oilfield Development
Area Land Use Mitigation Action Plan has achieved success on all of the
work plan goals set out for completion in 2007.

As described in previous editions of this report, the Action Plan adopted in
April of 2007 addresses a challenging situation involving the amount of land
required to develop Chad’s Doba region oil resources. The plan aims to ensure
that area farmers can sustain their long term livelihoods while at the same time
making it possible to meet the oil development land needs.

The project’s land use compensation and resettlement program provides a matrix of remedies to help
make sure farmers can maintain their livelihoods. Off Farm Training in a trade - such as the tailoring and
sewing business shown here - helps farmers supplement their crop income as an alternative to physical
resettlement. One Action Plan goal is to improve the Off Farm Training by helping recipients select a
business and then to market that service in their community.
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Update: Land Use in the Oilfield Development Area

Context:
Evolution of
Land Use
Situation

EMP Compensation Programs

Since construction began in 2000, the project has compensated nearly 12,900
individual land users for almost 7,100 hectares of land in 375 villages along
the entire length of the project from Komé, Chad to Kribi, Cameroon.

Of this total, the Oilfield Development Area includes about one-sixth of the
villages (61 out of 375). Out of those 61 villages, seven have now been
categorized as significantly affected by project land needs despite their
compensation payments. Compensation in the oilfield area has been paid for
more than 3,100 hectares of land involving about 4,000 individual land users.
The project has thus utilized 3% of the 100,000 hectares of land in the Qilfield
Development Area. When all the temporary construction use land has been
returned the percentage of use will be just over 1% of the 100,000 hectares.
The project currently occupies about 2,600 hectares of land.

All land users and villages have been compensated according to the
Environmental Management Plan that was approved prior to project
construction. The project’s compliance with the EMP compensation
requirements has been documented in these Project Update reports and by
the World Bank’s External Compliance Monitoring group and the
International Advisory Group. (For statistics on the latest compensation for
land use, see the section on Compensation.) A set of principles set out in the
EMP have guided the compensation effort, including:

® A transparent compensation procedure with a minimum of four
information and consultation steps so that all village residents can see that
no other resident is gaining an advantage.

® Sensitivity to cultural practices and local legal requirements. Most land is
controlled by the village and allocated by the local chief. In Chad and
Cameroon, nearly all land is legally owned by the state. So farmers, rather
than owning land as in Europe or North America, have only the use of the
land for crops. The project therefore does not buy land but compensates
for farmer labor and lost crop opportunities as provided in the EMP.

® Recording all compensation transactions. Each payment is archived with a
photo of the transaction and the recipient’s thumb print.

® Avoiding resettlement of households through project redesign and by
offering two resettlement alternatives - Improved Agriculture Training
and Off-Farm Employment Training.

Oilfield Development Area Situation

As the three original oilfields were being developed, and results began
coming in from the completed wells, it became clear that more wells would be
needed in order to develop the Doba region oil. This additional drilling, and
the infrastructure to collect the oil and to supply electricity to the wells, was
consuming more land than originally anticipated.
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Update: Land Use in the Oilfield Development Area

Progress Report:
2007 Work Goals

® The project’s efforts to address this land use situation began in mid-2005,
when it declared a Level Il Noncompliance Situation regarding the pace of
returning to communities temporary use land that had been reclaimed in
accordance with the Environmental Management Plan (EMP).

® Inearly 2006, the project freed the necessary construction resources to
begin clearing a backlog of land reclamation obligations so that the land
could be returned to villages for agricultural use.

® InJune, 2006, the authors of the Chad Resettlement and Compensation Plan
Evaluation Study (Drs. Robert Barclay and George Koppert, 2006) collected
field data for their independent study jointly commissioned by the project
and the World Bank. The study design took into account concerns about
land availability in the Oilfield Development Area which had been raised
by the project’s external monitoring groups, civil society and the IFC.

® By the end of 2006, based on the study, as well as input from the World Bank
Group, the project had developed an initial mitigation action plan and had
begun implementing it.

® The Action Plan, finalized in April 2007, enhanced the initial plan based on
an ongoing collaboration with the Environment and Social Development
Department of the World Bank Group’s International Finance Corporation.

® The project and the World Bank staff agreed at mid-year on a formal
documentation process for changes resulting from the Action Plan. As set
out in the EMP, the project will utilize its Management of Change process.

For the full text of the finalized Action Plan and associated documents, see
the project website at www.essochad.com.

The Land Use Mitigation Action Plan set out a series of work goals for 2007
and those goals have now been virtually completed. The 2007 goals were
based on the nine Action Areas described in the Action Plan. Thus, the first
year’s work put in place tools needed to accomplish the tasks to be completed
in 2008.

Identification & Assessment: One of the foundation goals has been to build a
more complete and detailed inventory of land, land users and project
facilities. With this accurate information to support decision making, all the
other elements of the Action Plan can be implemented. This system for
identification and assessment has now been completed.

® Several existing databases have been consolidated into an enhanced
Geographic Information System land inventory database.

® A precision “as-built” land survey of existing oilfield facilities and a
village boundary survey was completed.

® A survey process, called a cadastral survey, has been designed and tested
in one of the most affected villages. The teams conducting this field-by-
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Update: Land Use in the Oilfield Development Area

field survey of land users have now moved on from the pilot village of
Dokaidilti and are extending the survey into other Oilfield Development
Area villages.

Land Use Impact Reduction: Farmers require land in order to maintain their
livelihoods as growers of crops. In order to minimize the project’s use of land,
construction teams have been working since late 2005 to reclaim a backlog of
land being held by the project so that it can be returned to farming.

The project has reduced in size and reclaimed virtually all of the oil well
sites it had available at the time the 2007 Work Plan was developed. Since
April of 2007, the construction teams have reclaimed 230 well pads. Over
90% of all the well pads available for reclamation have been reclaimed,
426 out of 477 well sites. See the following section on Land Reclamation &
Return Tally for more details.

Thirteen borrow pits in the Oilfield Development Area have been
reclaimed. Borrow pits provide laterite mineral soil for surfacing facility
areas such as well pads and roads. Another eight borrow pits remain in
use and will be reclaimed and returned when they are no longer needed.

Since the project began extensive reclamation, it has developed new
techniques that yield more productive farm land. These new techniques
are being applied to previously reclaimed land, upgrading the original
reclamation of many of the well pads and further improving seven of the
previously reclaimed borrow pits.

Livelihood Restoration: The Action Plan has livelihood restoration as its
overarching goal. To accomplish it, the Plan requires site specific planning for
villages and households that have been most affected by the land use
situation.

An expert consultant has been hired to manage this mitigation area and
the fast track household level livelihood restoration program has been
launched.

The program has started with Dokaidilti where a site specific plan has
been developed.

The plan, which will be implemented in the field in early 2008, will
successfully reclassify the village of Dokaidilti out of the severe impact
category and into the low impact classification based on the land use
impact criteria.

From the Dokaidilti site specific plan, a framework has been developed
for applying livelihood restoration techniques to the other most affected
villages.

Off Farm Training & Improved Agriculture Training: These two programs
have been offered under the project’s Environmental Management Plan as
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Update: Land Use in the Oilfield Development Area

livelihood maintenance alternatives to physical resettlement. The Action Plan
goal is to improve their implementation.

® An expert consultant conducted a field study of the performance of these
two programs, offered under the project’s Environmental Management
Plan as livelihood maintenance alternatives to physical resettlement.

® The contracting consultant implementing these programs, JMN, began
taking action in the fourth quarter to implement the improvements
suggested by the studies.

® The study findings have been incorporated into the 2008 plans for both of
the programs. Among other things, improvements based on the study
include narrowing the offerings down to the most successful careers and
farming techniques. Adult literacy and small business schooling will also
be provided in the villages.

Third Party Land Compensation: This program is aimed at making more
farm land available by providing compensation to farmers who have plenty
of land and are willing to share it with those who need more.

® The new compensation mechanism has been developed and documented.

® Community consultations to educate land users about the third party land
compensation option took place in August and September.

There has been a challenge in implementing this program because farmers are
concerned that participation would interfere with hereditary land rights and
their traditional ability to pass land down to future generations.

Community Compensation: Community compensation provides mitigation
for project impacts at the village level in the form of microdevelopment
projects to be chosen by the village, such as school improvements, water
wells, markets and income generating development projects. The Action Plan
provides for future community compensation to calibrate the size and value
of the microdevelopment project to the degree of impact.

® A standard protocol for evaluating village needs and to provide a
mechanism for wide village involvement in choosing their
microdevelopment project. The protocol is called MARP for Méthode
Accélérée de la Recherche Participative or Accelerated Method for
Participatory Research.

® Bidding has begun to recruit and contract an NGO to conduct the MARP
impact studies that will identify village needs and provide a participatory
structure for the village to select its microdevelopment project.

® |n addition, study has begun to eventually provide Supplemental
Community Compensation to the most affected villages in the Qilfield
Development Area even though they have previously received
community compensation.

37



Update: Land Use in the Oilfield Development Area

Land
Reclamation &
Return Tally

Consultation and Communications: In addition to all the public consultation
described in this section, the plan going forward will focus on individual and
village consultations required to implement the full range of Action Plan
goals. Cadastral surveys of farm land and socioeconomic status, community
compensation plus changes to Off-Farm and Improved Agriculture training
will all be subjects of consultation and communications.

Monitoring: The two progress reports defined in the Action Plan have been
produced and provided to the World Bank for review. The first monthly
report on affected villages was completed for December 2007. The first annual
livelihood assessment report was submitted in January 2008.
4 Reclamation & Return of Temporary Use Land
in Oilfield Development Area (all figures in hectares)
Total Land Compensated Reclaimed & Returned
Permanent 1,352 57
Temporary 1,775 510

Nearly 40% of all temporary use land has been returned to villages. The amount
of reclaimed temporary land will increase in 2008 because new technigues have
been developed to reclaim power line right of way land, making it useful to local
farmers while ensuring safety. Power line and underground pipeline right of way
occupy roughly two-thirds of the temporary land. It is important to note that 57
hectares of land formerly regarded as permanent facility land has now been
reclaimed in the effort to return as much land as possible to farming.

4 Progress of Well Pad Size Reduction Program
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One major component of the land reclamation program is the work being done on
oil well pads. After the wells have been drilled, the project reduces the size of the
well pad by half, reclaims the soil and returns the land to farmers. Since the
Action Plan was published in April of 2007, project construction teams reclaimed
an additional 202 oil well pads. As a result, virtually all the oil wells that had been
drilled in April 2007 have been reduced and reclaimed and the teams are now
working on new wells that have been drilled since April. It is important to note that
the reclamation work was achieved despite a four month shutdown required by
the annual rainy season.
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Update: Land Use in the Oilfield Area

4 Managing the Project’s Total Land Footprint
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Over the last two years, the project’s land reclamation and return efforts have returned 547
hectares to farming use. In doing so, the program held the total land occupied by the project at
a constant level of around 2,600 hectares at a time when the project’s new land needs were
increasing in order to develop Chad’s oil resource in the Doba region.

39



Update: Land Use in the Oilfield Area

Identifying and Assessing Livelihood Needs

Survey teams utilizing precision satellite plotting techniques are working in the field to obtain precision
data on land user fields and the socioeconomic circumstances of the farmers. This data, uploaded to the
project’s newly enhanced mapping database, allows Action Plan teams (bottom) to create site specific
livelihood restoration plans. It also allows the teams to support design engineers so that future land use
can avoid as much as possible those who have already been most affected.

Berthe Larlembaidije, land user in Ngalaba village (top right): “On this field | grow beans and sorghum. In
the next field, which is fallow now, | grow millet. | also have a peanut crop from the third field. We have
four people in our household counting me and my three children.”
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Update: Land Use in the Oilfield Area

Fast Action Team for Livelihood Restoration

The Action Plan set a goal of moving quickly to restore livelihoods for most affected households and fast
action teams have been established to perform this work. Here, a team meets with two individuals in the
high priority village of Dokaidilti. Both chose Off Farm Training instead of resettlement, one selecting
tailoring and the other motorcycle repair. In the site-specific action plan, a major portion of permanent
facility land (originally planned for an air strip) has been identified that will be returned to Dokaidilti. This
additional land will move Dokaidiliti out of the “most affected” land use impact category.
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Update: Land Use in the Oilfield Area

Two Dokaidilti Land Users

Simon Ngaredjimte, tailor, Dokaidilti:

“Our household includes eleven people. Fortunately, | have
lots of customers, both men and women. My income from
sewing covers all my spending and my farm provides all of
the food we need. We have as much now as we did from
the old farm. | had 25 special orders for Christmas so that
was very good. So this is a great profession, although like
everything else one must work hard to succeed.”

Philemon Nahountangar, motorcycle mechanic, Dokaidilti

“I chose motorcycle repair because it seemed really interesting
to me. | also knew other people who had the motorcycle repair
training. The market for this work in this village isn't very good
because people are poor and not many have machines. |
haven't tried for customers outside this village but have used
my skills to sell other kinds of repairs such as bicycles and
push carts. Right now, | don’t quite make what | might have
made with my old farm land. The income isn’t as much as one
of my really good crop years.”
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Update: Land Use in the Oilfield Area

Surveying and Counseling Off Farm Trainees

The Land Use Mitigation Action Plan focuses strongly
on individuals who select Off Farm Training instead of
being physically resettled. For some, the program has
worked well. Others, who have spent their lives as
farmers, have had difficulty making a transition to
running and marketing a small business, especially in
small villages where demand is not strong for some
services. The NGO contractor who has charge of the
program has begun putting an upgrade plan in place
that will help those who choose Off Farm Training make
a go of it. Among other things, the improvements
include better counseling for new trainees in selecting a
trade and training in how to run a business. In addition,
the counselors have been following up with past
trainees such as this carpenter in the village of Dildo,
surveying how they are doing and giving them advice.
In many cases the counselors have been able to find
wage-paying jobs for past trainees who have not done
well as business operators.
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Update: Land Use in the Oilfield Area

Making Off Farm Training Work Better

Djimet Nama, Counselor for JMN:

“This carpenter and furniture maker has been very enterprising.
About half of the people | have interviewed have recovered.
Some have not done so well and some never put their training to
use. That is our focus, to help the people who have not
succeeded. For example, we have just opened a possibility to
place 14 people for six months work.”

Mathias Nodjingar, carpenter and furniture maker, Dildo:

“The training has worked well for me and there is good business
right here in my village. The new wood working business has
more than made up for my lost farm income since the project
paid me for the use of my land. Of course | would like to make
more, but | have no way to take my beds and chairs to nearby
markets like Doba.”
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Update: Land Use in the Oilfield Area

The last edition of this report visited a farm cooperative receiving Improved Agriculture Training on how to
maximize their peanut crop through techniques such as teamwork and planting in straight rows (bottom
right and left). Now, six months later, the crop has come in and been sold except for enough to plant next
season’s crop. The co-op, in Dokaidilti, says it did well despite a poor year for rain (top and middle left).
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Update: Land Use in the Oilfield Area

A Peanut Farm Cooperative Member

Adrien Dinguembaye, member of peanut cooperative, Dokaidilti:
“We have twenty people gathered together in this cooperative.
You saw us at the planting and since then we had a good
growing season. The training we received worked well. As we
were taught, we worked together as a team and we used the
technigue we learned for making straight rows. The result has
been good. Even though the rain was a bit late, we had a better
crop than last year.”

Reducing and Reclaiming Oil Well Sites

At year’s end, the project had reduced and reclaimed virtually all of the oil well sites that were in place
when the Land Use Mitigation Action Plan was published. Since April of 2007, project construction teams
have treated 91% of all project well sites and are now working only on new sites. The process begins
when the well has been drilled and when the drillers remove their equipment. With the equipment out of
the way the size of the site can be cut in half. The red laterite surface treatment (right) is first scraped off
the area to be reclaimed and the base is broken up. Workers then lay down black topsoil (left) that
farmers say is more fertile than their original field when the project paid them for its use.
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Update: Land Use in the Oilfield Area

Reclaiming Borrow Pits: Large Areas of Renewed Crop Land

Reclaimed borrow pits like this one (background) contributed large areas of land to the crop farming pool
in the oilfield area during 2007. Project staff are meeting here with village members to discuss how this
renewed farm land will be put to use by the nearby village of Béla. Borrow pits are surface excavations
where construction crews have found laterite mineral soil that they use for surfacing facility areas such as
well pads and roads.

~

Edouard Nadjiamgar, Chief of Béla: Patrick Ndangdeur, farmer from Béla:

“We are very happy to have this field “Before the project several of us planned to
back, especially because the work is farm here. We prepared the field for peanuts
good and it will be more fertile than and millet but the project needed the land and
before. The return really helps my paid us for it. For our good fortune, now the
village.” project has put the field back even better than

it was. We will now go ahead and plant our
millet and peanuts.”
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Update: Land Use in the Oilfield Area

Returning the Land for Planting

Quitus ceremonies like this one in Missimadji formally convey land back to village use when all the
reclamation has been completed, in this case a borrow pit. As much as possible, the project helps the
village return land to the person who was compensated for its use (the person who originally farmed it).

MaVie Djaskongar,

representative of chief, Missimadiji:
“We are farmers here. So this
return of land means more food for
our village and that is very good.
We know there will be more food
because the land has been made
better than it was before the
project. We grew sorghum,
peanuts, beans, cotton and sesame
here. Now 16 of our farmers will
use this land for those crops again.”
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Section

EMP Monitoring &
Management Program

mplementing the project’s Environmental Management Plan in the last half
of 2007 required a wide array of disciplines. They ranged from archeology to
oil spill prevention to air quality testing and bioremediation experiments.

Preventing Oil Spills: Pipeline Inspections

In 2007, the project completed an internal
and external inspection of the export
pipeline that began in 2006. The inspection
is part of the project’'s maintenance
program, aimed at preventing any leaks
from the pipeline. About every six weeks
the project launches down the pipeline a
tool called a pig. The tool's brushes and
magnets clean the inside of the pipe to
prevent the buildup of contaminants and
sludge that might corrode the pipe or
impede the flow of the oil. In addition to this
continuous pipeline cleaning, every five
years the project performs an internal
inspection of the pipe using special
versions of these tools called smart pigs
(two examples on right). Smart pigs carry
electronic sensors that can detect tiny
anomalies in the pipe or its corrosion
protection coating long before they might
develop into a leak. One of these two smart
pigs checks for minute distortions in the
metal of the pipe (top) and the other looks
for scratches or pits in the pipe’s corrosion
protection coating (bottom).
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EMP Monitoring & Management Program

Preventing Oil Spills: Pipeline Maintenance

The smart pig inspection logs the location of anomalies using satellite survey technology. In some cases
the anomalies require physical inspection, where construction crews excavate the earth covering the pipe.
If the inspection reveals that a correction is needed, specially trained experts go to work on a repair. They
clean the pipe of its old corrosion protection covering (top) and replace it with a hard, thick composition
patch (bottom). The program included 10 physical inspections and required only two repairs. The smart pig
records have been archived to serve as a baseline to compare with future inspection results.
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EMP Monitoring & Management Program

Preserving Cameroon’s Ancient Heritage: The Facility

.J"

Thousands of artifacts from
Cameroon’s ancient past have now
been safely secured in an
archeology laboratory and curation
facility built by the project in
Yaoundé, Cameroon. Hundreds of
trays, drawers and long tables help
archeologists sort and identify the
finds gathered during the
construction of the pipeline system.
In effect, the EMP requirement for
archeological protections along the
pipeline trench created the longest
research transect in the history of
Africa, a unique opportunity to
investigate the heritage of
Cameroon. A similar facility has
been constructed in Chad at the
University of N'Djamena.
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EMP Monitoring & Management Program

Preserving Cameroon’s Ancient Heritage: The Students

In addition to the archeology facility, the project funded scholarships for three Cameroonian archeological
students, supporting them as they obtain PhD degrees at a university in Brussels. A book of the
construction era archeological studies will be published in 2008, interpreting the results of the studies
conducted during the pipeline construction. (One of the three students was away at the university in
Brussels and was not available for these interviews.)

Adolphe Nfotabong, studying in field of archeo-botany:

“The pipeline trench was a unique opportunity . The COTCO
commitmeigtie ARREcA asahealagicalidniosmaie slrdotbie
constrygtien Yirkledrmiassipe Invarsadgn aakeitiaid aheorNers
loag HarotsnfulytRyplié theenaiodahatitbls Skiatiensiasdiihd
wagh{opde thajriertcwertIfinis) niveskidirtedfavr popassian
to leaNolhsapasiisdetsnarearaiepuinaesrNEstHeraCca At 0B
studyieré ehehaifssir Sreom sheiedsns sodrHRel pets weewhgews
have very few archeologists in@b@ticitfANGERYSI{rCRNST e
- so this is an area where we can learn a great deal.”
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EMP Monitoring & Management Program

Checking Air Quality: The “Stacks”

1I

Air emissions were checked in the fourth quarter for all of the turbine/generator system stacks (top left)
operated by the project - four at the central oilfield facility and three at each of the two pump stations in
Cameroon. The testing contractor brings sophisticated measuring equipment to the site in a trailer (top left

and bottom) and during the testing a probe is inserted at a testing port (top right) to sample the output of
the stack. All the stack emissions met the standards set out in the EMP.
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EMP Monitoring & Management Program

Preventing Road Dust

This work crew has been laying down a form of paving on the most traveled road in the project oilfield
area, often called the spine road. Nearly 20 kilometers of DBST paving (Double Bituminous Surface
Treatment) were completed by the end of 2007 and another 14.5 kilometers has been scheduled for
2008. The project commissioned the DBST road work to prevent dust in the populated areas along the
road and to make the road more durable, especially during the annual torrential rains.
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EMP Monitoring & Management Program

Waste Atthe end of 2007, the project had just over 3,338 tonnes of hazardous waste
Management in storage, awaiting processing. Some of the waste has been stored pending

batch recycling following guidelines set in the EMP.

4 Non-Hazardous Waste Tabulation (Kilograms)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Month
2007 2007 2007 2007 Total

Domestic Garbage
Incinerated On Site 370,458 898,762 690,592 550,262 2,510,074
Innocuous Solid Waste
Buried (land fill) 311,768 176,815 32,385 137,289 658,257
Recycled to Local
Communities 1,181,978 1,335,101 906,131 1,037,336 4,460,546
Sent to Approved Third
Party Facilities for Re-use,
Recycling, or Disposal 56,514 72,772 47,444 51,843 228,573
Total 1,920,718 2,483,450 1,676,552 1,776,730 7,857,450

Microbes Naturally Clean the Soil

These environmental monitors have been conducting a bioremediation test in the oilfield area, a pilot

program to determine whether this technique can be utilized effectively in southern Chad. The soil they
are sampling has been cleaned from hydrocarbon spill sites. The soil is stockpiled inside a plastic lined
area so hydrocarbons will not be washed away by seasonal rains. Naturally occurring microbes grow in
the soil and digest and thus break down “bioremediate” the hydrocarbons. The environmental monitors
have been collecting weekly test samples throughout the stockpile to plot the bioremediation progress.
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Construction Site Wood Scraps Ease Life at Home

These workers at the COTCO headquarters construction site are removing nails from wood scraps as a
safety measure and so they can make life at home a bit easier. They participate in a project waste
recycling program. Several times a week the wood scraps that cannot be re-used at the site are placed on
a truck and taken to home villages where the scraps can be used for fuel.

Sebastien Sob, worker for contractor:
“| take the scrap wood to my wife for cooking and this makes it easier for e
her. Normally she must buy the wood and carry it home.” '
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Local Employment

hadians and Cameroonians combined held just over 88% of the project’s
direct employment jobs at year-end 2007. Wages paid to national workers
for all of 2007 totaled 19.6 billion FCFA ($41.1 million).

® Wage payments to Chadian workers for the third quarter of 2007 totaled
an estimated 2.7 billion FCFA ($5.6 million). For the fourth quarter, wages
rose to an estimated 4.7 billion FCFA ($6.4 million).

Wages increased in the fourth quarter for two reasons. As provided in
Chadian labor law, some companies paid their “thirteenth month” salary
payments in December. The drilling rig equipment lineup was changed
and separation payments went to employees associated with the
demobilization of two of the old rigs.

® \Wage payments to Cameroonian workers for the third quarter of 2007
totaled 1.5 billion FCFA ($3.0 million). For the fourth quarter, wages rose to
1.7 billion FCFA ($3.7 million).

Wage estimates and employment level tallies have been based on the latest
available reports from project contractors.

4 Tally of Total Project Workforce Quarter by Quarter
End 1st Qtr End 2nd Qtr  End 3rd Qtr End 4th Qtr

2007 2007 2007 2007

Chad

Nationals 5,519 5,367 4,835 4,972

Expatriates 995 984 908 691
Total Chad 6,514 6,351 5,743 5,663
Cameroon

Nationals 1,079 1,114 1,116 1,104

Expatriates 105 108 105 105
Total Cameroon 1,184 1,222 1,221 1,209
Project Total 7,698 7,573 6,964 6,872

Wage estimates and employment level tallies have been based on the latest available reports from
project contractors and may be adjusted in future reports.
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4 National Employment Level Trends Quarter by Quarter
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National employment in Chad declined over the year. By year end, the
Chadian percentage of their home country workforce had risen to
almost 88%.
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National employment in Cameroon was stable for 2007.
Cameroonians make up just over 91% of the workforce in Cameroon.
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4 National Workers Employment Skill Levels

Supervisory Skilled Semi-Skilled Unskilled

3rd Qtr  4th Qtr 3rd Qtr 4th Qtr 3rd Qtr  4th Qtr  3rd Qtr  4th Qtr
2007 2007 2007 2007 2007 2007 2007 2007

Skill Categories

Chad 176 182 1,877 2,464 1,220 1,304 1,560 1,022
Cameroon 170 175 394 395 315 303 230 232
Project Total 346 357 2,271 2,859 1,535 1,607 1,790 1,254
Semi-Skilled
26%

Unskilled
21%

Supervisory
6%

Skilled
47%

Nearly three-fourths (73%) of the Chadians and Cameroonians working for the
project held skilled or semi-skilled positions at year-end 2007. Skilled jobs include
such positions as oilfield technicians, control room operators, archaeological
aides, two-way radio repair technicians, and welders. Examples of semi-skilled
jobs include food service assistants and welder helpers.
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The First Certified Pipeline Welders in Chad

Welding pipe requires special skills. The welder must maintain an even hand while working on a curve,
working quickly all around the pipe while still maintaining a quality that will ensure against leaks for decades
to come. That's why pipeline welders are among the most skilled workers on a petroleum project, and that's
why it's so important that Chad now has nine certified pipeline welders, its first ones. Thanks to a special
project training program, nine Chadians have met the ASME 9 internationally accepted standard for pipeline
welding. The team has already started work in the field, helping to install a pipe to carry water for reinjection.

Yankimadji Djassira, newly certified pipeline
welder: “I've been a general welder for the
project since the construction days, but
welding pipe is special. You must be very
steady in many different positions, for example.
There was a specialized two month training.
Fortunately | succeeded and now | have a
permanent job in a high demand skill. That's
one good thing that comes from this project,
the transfer of technology.”
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Work for Women: Extra Money for Food and Clothing

Over 300 members of womens’
associations in oilfield-area villages
gained employment with the project in
2007. They cleared the flammable dry
grass under power line right of ways.
Wages paid to the members of the
womens’ associations totaled over
350 million FCFA ($800,000). On an
individual level, however, this was a
rare opportunity in Chad’s society for
women to earn cash.

The “grass cutting ladies” of Miandoum, as they came
to be called, did an especially good job, completing
their work well ahead of schedule. The project’s
Operations Superintendent met them in the field, near
Miandoum Gathering Station, to thank them for their
effort, handing out flashlights as gifts of appreciation.

Kilta Deimbete, resident of Miandoum:

“We had six weeks of work cutting the grass.
This money really helped us. | bought food and
clothing for my family and made a nice
Christmas and New Year.

61



Local Employment

Moving Up: Advancing Local Employees

Since primary construction was completed and production operations began, the project has worked
toward its goal of advancing local employees into positions held by expatriates. For the project as a
whole, Chadians and Cameroonians hold as much as 91% of the jobs and three-fourths of them work in
skilled or semi-skilled positions.

Charles Acha (left) and Emmanuel Ndjiki (right) will soon be promoted to high ranking positions as
Maintenance Area Supervisors, each of them responsible for operations at a pump station and several
hundred kilometers of associated pipeline. They are the first local employees appointed to the job and they
will be occupying seats once occupied by expatriates. Here, they are going through a mentoring process
built around a detailed task book. Page-by-page, they must display their ability to perform each duty that
would be handled by one of the five on-duty Maintenance Area Supervisors.

Charles Acha

Master degree in engineering from a Glasgow university

Seven years at COTCO as environmental monitor, training coordinator, best practices expert:

“The COTCO professional development process is like a very good football club that takes on fresh people
and grows them. Here, you feel you belong and you are encouraged to speak out and be a part of the
team. | have been grown by this system.”

Emmanuel Ndjiki

Hired from a position as an industrial maintenance supervisor at Cameroonian company

Six years at COTCO as safety expert, instrumentation engineer and a project-wide facility engineer

“I have been very pleased to see that the project recognizes the ability for people to grow. Also, the project
provides the training you need for that growth. I've worked for a lot of companies and this is the first one that
has focused so much on training and development.”
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Moving Up: Advancing Local Employees (cont'd)

Back in 2005 we saw Sidonie Andele
(center of group) at her training class, on a
path to become a Pump Station Operator.
This year she finished the course work in
the company training program, completing
an on-the-job training mentoring program.
She now takes the console at Pump
Station 3 “solo.”

Sidonie Andele, Pump Station Operator

Hired from engineering position at Cameroonian company:

“For us to replace the expats we had to follow a training program
including completion of the pump station task book and a competency,
assurance and standard assessment. This has worked well. Even the
last part of our two year job training was mentored by the first
Cameroonians who took operator positions and they are now lead
operators. Everything was done to make sure we could manage this big
job safely and efficiently, following safety and environmental
requirements and running the big equipment. | have learned many skills
and gained knowledge concerning petroleum and industry.

Brigitte Lehman

Recently promoted to EMP Department Socioeconomic Supervisor
Six years experience on the project

“We all receive mentoring, which | think is a company value. It
makes sense, because the company shares knowledge and skills
that way. It also show a good approach to the community. | point
this out because it is my background and job, working with
communities. | also received training that helped my promotion,
such as classes in team work, problem solving

and time management.”
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Moving Up: Advancing Local Employees (cont'd)

Ibraham Hani, Financial Analyst

Schooling in math and accountancy

Three years working with the project in Chad

Recently advanced to analyst position:

“I've gained experience here in an environment where everything |
need to grow has been provided. In this new job | am being
methodically mentored in a six month program to take on the job
solo. But even before | was hired, when | worked as a contractor, |
was mentored and received training from the company on things like
safety practices and using various computer software. They even
gave me a train-the-trainer course to help me be a better teacher, as
well as a course on assessing job performance. There is an
environment of support here.”
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Local Business Development

he project’s purchases of goods and services from local suppliers totaled
over 129 billion FCFA ($269 million) for 2007.

® In Chad, 2007 spending totaled 102.6 billion FCFA (approximately $214.1
million), bringing project spending to date in Chad to an estimated total of
at least 591 billion FCFA ($1.1 billion).

® In Cameroon, 2007 spending totaled 26.2 billion FCFA (approximately
$54.7 million), bringing project spending to date in Cameroon to an
estimated total of at least 387.4 billion FCFA ($635.1 million).

4 Project Spending with Local Businesses (In Billions of FCFA)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Months Project to
2007 2007 2007 2007 Total Date
Chad 27.5 25.9 24.7 24.5 102.6 591.0
Cameroon 7.0 6.4 6.1 6.7 26.2 387.4
Project Total 34.5 32.3 30.8 31.2 128.8 978.4

This table was prepared using the latest available data. Data for previous quarters has been updated to
include late reported data.

COMALU: Gaining a New Business Culture

Emmanuel Ngoussomo, Owner of COMALU
Aluminum window & construction contractor in Douala:
“We have greatly benefited from the COTCO
relationship. Of course our business has doubled but
also we have learned much, especially about safety
procedures. They visit us for inspections and to give us
safety advice. They even have contractor days for
seminars on safety and health.”
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COMALU: Building a New Business Out of Windows

Emmanuel Ngoussomo’s COMALU aluminum window manufacturing business has been evolving to take
on some opportunities offered by working with the project. When the company began working with
COTCO six years ago, the focus of the company was on importing aluminum and glass to make windows
for resale. Now, in addition to installing the windows, the company has evolved to begin bidding on
construction projects. In the last year, COMALU renovated a project residence and built an extension on
the project air terminal at Douala. The business has doubled its revenue in the six years of working with
the project and now has more than 35 employees.
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CopGuard: Branching Out to New Clients

As the project moved from being a massive construction project to an oil production operation, the
Chadian security services company CopGuard reduced the number of employees assigned to the project
to 1,350 from a high point of about 2,500. The company provides gate guards, night watchmen and
similar security personnel in the oilfield area and in N'Djamena, all of them unarmed as required by
project policy. As the project evolved, so did CopGuard. The owner now reports that he has gained other
clients and his company today is bigger than it was in the construction days.

Ahmat Khamis, CopGuard Owner:

“Working for Esso has helped us be better at our work. The procedures
help us improve things like safety, quality monitoring, human relations
and training. | can say this: If you follow all these procedures you can be
sure you will be paid on time. The company is demanding as a client but
keeps its word. | am happy to have such a demanding client. This
reference on our client list has also helped us get more business. These
days, in fact, Esso is only 40% of our business.
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Building Chad’s Business Capacity: A Business Excellence College

In 2008, the project will launch a program to strengthen the capabilities of Chadian businesses to
grasp the opportunities brought by the oil project. Three sponsors have backed the program: The
International Finance Corporation arm of the World Bank, the N’Djamena Chamber of Commerce
and the project. The curriculum has been developed based on a business-by-business study of needs.
A series of course modules will provide training in such topics as management technique, safety,
human relations, quality control and accounting.

Koulamallah Souradj, President N'Djamena Chamber of Commerce:

“In Chad, if you want to develop business you must first reinforce business
capacity. The Esso project will go on for many years. So that makes it a rare
opportunity in Chad. It helps businesses to see the wisdom of making this
investment in training. With this program, Chadian businesses will be more
professional and efficient. So, as Chad develops, there will be many
opportunities for the future beyond the oil project. We will be creating business
leaders for the future of Chad.”

Ferdinand Ngobouma, small business program leader for IFC:

“The Chadian context is very challenging. Our IFC world business climate
tool, we call it “Doing Business,” tells us that Chad ranked 174th of of 177
countries for business climate in 2007. So, we hope this training project will
improve Chadian business and thus make a more healthy business climate.
A better business climate will yield even more business growth for the future,
further developing the economy. So, some day, we will have better roads,
more electricity service and other things that people in countries with better
business climates take for granted.”

Ali Tahir Mahamat, Director of Chadian business GER/Norwest:

“It's true that we already have a good business going, but this new training
opportunity will help us a great deal with new safety and environmental
procedures that will be required of us. Plus, we are growing, so we will send
new staff to the course so they can gain the management skills we will need
as a company. Even though we are a Chadian company, we will need to work
to international standards like those required by Esso. In Chad, we business
people are very positive about the future as the oil revenue comes into our
economy from the government. Yet as wonderful as this new opportunity
certainly is, it also is a big challenge. So, the training will help us compete in
this new economic climate and meet the required standards.”
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Health

he project’s anti-malaria program achieved another record performance in
2007, reducing the number of key indicator cases by one-third from the
previous year and gaining a sixth consecutive year of improvement.

® COTCO added another perfect year to its record, now at more than five
years with no recordable malaria cases.

® |n Chad, the project recorded seven malaria cases in its non-immune
workers compared to eleven in 2006.

The program that has sharply improved the malaria rate throughout the
project includes random testing to make sure workers are taking their required
malaria protective medicine as well as other measures such as required
malaria awareness training, wearing long sleeves and pants to avoid bites,
supplying living quarters with anti-mosquito bed nets, and frequent spraying
of insecticide.

4 Malaria Infection Rate (Non-Immune Personnel)
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The project-wide malaria infection rate for non-immune project workers has
dropped sharply over the five years of an intensive malaria prevention initiative. As
the graph shows, the annual rate has been sharply cut from 11.44 in 2002. The
project achieved a rate of only 0.41 cases per 200,000 work hours in 2007. The
project’s operations in Cameroon have not logged a recordable malaria case for
more than five years. There were seven malaria cases among non-immune
workers in Chad in 2007.
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Health Tracking Clinics operated by the project logged more than 14,000 patient consultations
Data in the third and fourth quarters of the year, more than 26,000 consultations for
the entire year.

4 Consultations at Project Clinics

1Q2007 20Q2007 3Q2007 40Q2007
Chad 5,086 5,265 6,949 5,210
Cameroon 832 927 862 990
Project Total 5,918 6,192 7,811 6,200

4 Project Worker Health Data

SSS* Events Hospitalizations/
STDs (excluding Malaria & STDs) Observations Medevacs
3Q2007 4Q2007 3Q2007 4Q2007 3Q2007 40Q2007 3Q2007 4Q2007
Chad 84 72 330 351 11 9 3 3
Cameroon 9 11 0 0 5 13 3 3
Project Total 93 83 330 351 16 22 6 6

*SSS: Early warning system used to identify changes in disease rates. Some examples of diseases covered by the SSS include
gastrointestinal, dermal and respiratory diseases.

Stop AIDS Moves to the Community

In Cameroon, the project has started to take its intensive AIDS-prevention program out of the
project’s offices and facilities and into the communities where it operates. The COTCO program was
built on the internationally acclaimed Stop AIDS movement.

I e S T e

During the fourth quarter, a COTCO team went to the Lycée Kiribi to teach the peer-to-peer Stop AIDS
education and support techniques to 900 teenagers in the community nearest to the project’s marine
terminal. The COTCO group used a slide presentation and entertaining role playing to teach the Stop
AIDS methodology.
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Henock Bakoga, Lead Operator at project Pressure Reducing Station:

“l congratulate these students that they had a program already in place. So,
when we came here they got more information and the message got
through. You can feel the difference among these students. We also
encourage them to spread the knowledge of AIDS prevention outside the
school into the community. They tell me that this is happening and that is
very important.”

Daniel Nzamengo, Principal of Lycée Kribi:

“AIDS is a big problem in our area because of the transient people -
tourists coming and going and our students being very, very poor. And
these young people have casual attitudes about sex so they see a way
to feed themselves and their families. We must teach them to take care
of themselves because outside our school they are among people that
do not have the Stop AIDS experience. That's why Stop AIDS works,
because it is not an adult warning them to take care, it is their own
peers, other students, helping them to take care.”

Jacque Kabida (left)

President of school AIDS club:
“The COTCO training gave us
answers to many questions and
we feel more informed and
sophisticated in doing our AIDS
education work.”

Ernestine Mbong (center)
Member of school AIDS club:
“Many things have changed with
the Stop AIDS program that
COTCO has provided. You can
tell because our club has grown
to many more than our original
five students. Among the
students here who thought AIDS
is a fake story, now they know it
exists because of the COTCO
education program.”

Christian Ngui Ebouri (right)
Member of school AIDS club:

“We now have the ways to
entertain the student, the means to
interest them and convince them.”
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Medicine Donation: Oilfield Area Clinics & Street Children in N'Djamena

As part of its community health outreach efforts, the project made two major donations of medicine
and medical supplies in the latter part of 2007. One shipment of medicine went to the five oilfield
area public clinics. Another shipment was contributed to a program that provides shelter, food and
medical care for homeless children in Chad’s capital city of N’Djamena.

The district health director in the oilfield area
accepted this donation of boxes of medicine from the
project, enough to supply all five of the oilfield area
clinics. So far, three of the five clinics have been
renovated with project funding over the last two years.

These are just a few of the N'Djamena street children cared for by the Centre de Support en Santé
Internationale (formerly Institute Suisse Tropicale). The samples on the table for the donation ceremony
are just a few of the medical supplies donated by the project to support the mission of the Centre.
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Dr. Daugla Doumagoum Moto, Director of Centre:

“This gift is very important because only Esso is helping us in this
area. It makes a big difference in our work to help the children in
the field. The medical treatment is especially important because it
is our first bridge to the children to begin making a relationship.
Once we have a relationship we can begin helping them in all our
service categories.”

Mahama Makaila, homeless young street person:

“My life on the street began 12 years ago when | was seven.
Fortunately, at the shelters we get medicine, food and some school.
So we are very happy to get this help from Esso, but there’s never
enough for the children of the street. | must find a way to finish my
education. If | could become a doctor, | could help others like | was
helped.”
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Section

Community Investment:
Focus on Education

y the end of 2007, the project had contributed $9.2 million to an array of

community, education and environmental initiatives in Chad and
Cameroon. Many of these projects have been in support of public education,
the focus of this edition’s report on community investment.

Funds from the project’s community outreach programs have:

® Renovated three clinics that serve people living in the Oilfield
Development Area (Africa Health Initiative funding from ExxonMobil
Foundation).

® Underwritten NGO programs to fight fight three killing diseases — cholera,
malaria, and measles (Africa Health Initiative).

® Purchased equipment and medicine for clinics and hospitals serving the
communities in the project area.

® Conducted massive mosquito bed net distribution and education programs
throughout the project area in Chad and Cameroon (Roll Back Malaria
program).

® Underwritten annual government vaccination and treatment programs to
fight polio, river blindness, and other diseases endemic to the project area.

® Operated broad and intensive public health education campaigns to teach
tens of thousands of people about the dangers of HIV/AIDS.

® Helped seed the creation of two new national parks in Cameroon at Mbam
-Djerem and Campo Ma’an, supporting environmental protection and
biodiversity conservation for one million hectares of forest habitat.

® Constructed schools, expanded existing schools and supported many
other education projects. For example, funding made possible a UNICEF
project to ensure that girls have places in local schools.
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Computers for Technical Schools

COTCO has
donated nearly 100
computers to
technical schools
along the pipeline in
Cameroon. The
donation included a
partnership with
Microsoft, which
provided free
software as well as
training for teachers
at Lycée Technique
d’Obala (shown),
Lycée Technique de
Kribi, Lycée de
Betare-Oya and
Lycée Technique de
Meiganga.

2

Ephreim Ngono (left), Principal: “Before the donation we had only two computers for our classes and we
can now have a real computer laboratory. Of course we cannot teach computer classes without the
machines. We also need the machines for general learning and to manage a big school like this of almost
1900 students. The students have expressed much joy that they finally have this important working tool.

Lydie Ndzie (center), computer student: “The machines help us master computers and therefore

information. The computer helps me form myself to enter the world after school. | take a computer course
here and it was very difficult. Until the donation | had never even used a computer and had only read about
them in books. | am proud to be a student at this school because now we have computers.”

Bella Fridoline (right), computer student: “l was so eager to learn about computers | went to cyber cafes
and paid for the time myself. So, | knew what we were missing. The day the computers arrived | was so
happy. We all cheered. When I finish my course | will teach my younger brothers and sisters about

computers. | will also be able to open my seamstress and tailoring shop and use a computer to manage my
own business.”
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A School for Ndorokaga

Over the years, the project has funded a total of 130 school construction projects ranging from new schools
to school expansions and renovations. Funding for the projects comes from sources ranging from Esso or
contractor donations to micro-development projects fostered through the community compensation
program. Ndorokaga, Chad, has now opened the latest of these donated schools.
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Francois Kedlingar, Director, Ndorokanga School:

“The donation of this school will be remembered for a long
time in our village. The new school will help us prepare our
children to be well educated and good citizens of Chad. In
the future | hope the students will take the responsibility from
us and keep improving life in Chad and take good care of
their families.”
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A Masters Program for Chad

Chad now has an expanded Masters Degree program in Mechanical and Electrical Engineering at its three
universities, thanks to a unique capacity building project in cooperation with the government of Chad,
sponsored by Esso, Chevron, Schlumberger , the French Embassy and INSA, the global network of
francophone engineering schools. The students - only the second Masters class in Chad’s history - attend
engineering classes at the universities of Abéché, N'Djamena and Mongo. The government of Chad has
funded the university shares of the project, including facilities improvements, through oil project revenues.
Esso, Chevron and Schlumberger fund 14 of the student scholarships. The universities fund 11
scholarships. Esso funds the teachers coming from Senegal and Chad to mentor the Chadian university
professors as the program matures.

Dr. Mahmound Youssouf Khayar

Director of the Masters Degree project:

“We are from scratch here in Chad. This new Masters degree program
gives Chad the opportunity to get very good teachers for the future
Masters classes. We will also develop highly qualified workers for
industrial development in Chad. As a result, these future engineers will
ultimately help us improve the life and economy of our country. We can,
for example, improve our electrical distribution and our new petroleum
industry. We will achieve these things because of a historic collaboration
of all the partners - Europeans and Africans, Senegal and Chad,
universities and businesses.

79



Community Investment: Focus on Education

Gildas Keimba, new Esso scholarship Masters Degree student:
“With this Masters program our country will have more engineers.
That will help us to fulfill our destiny because we will have more
Chadians as leaders in the companies that come here. Also, more
companies will choose to invest in Chad if they know we have high
level engineers, so that will stimulate even more investment.”

Fulbert Mbailassem, new Esso scholarship Masters Degree student:
“This Masters program gives me the chance to bring something to my
country. We need more high level engineers in Chad and this
program will mean more engineers in the future because the students
in this program will become teachers. For me, personally, this
program will make a big difference in my life. | come from a very poor
family and now | will not be forced to stop. The scholarship will allow
me to continue my education.”
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An Employee Founds a School
Project connections to communities go beyond formal donations. This school operated by a project
employee and his wife from their own funds is one example.
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In Walia, one of the poorest sections of N'Djamena, Chad, over 700 students attend La Patriote school. A
project Power Plant Operator and his wife, Emmanuel and Claudine Boguel, founded the private
community school with their own funds four years ago and began with only 15 students. Today, in addition
to enough classrooms and teachers for all the students, the school has a library, a computer lab,
telescopes and a microscope-equipped biology lab.
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Pierre Allemegue Assingtadi, Student:

“The facilities here are much better than any of the other schools | have
attended, with a big computer lab, very qualified teachers, and an excellent
curriculum. As a result, the students who finish here get a superior education,
one of the best in the N'Djamena area.”

Kadidja Mouctar, Student:

“Of course this school means an opportunity for education for me. | believe
that in the world of today men and women are equal. As a private
community school compared to a government school the rules are very
strict here and that’s good. The community support means we have a good
facility. Graduates from this school know to use computers and we even
have multimedia education in many subjects. | will finish in three years and
then, with the education from here, | hope to go to the university and
become a veterinarian.”
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Emmanuel and Claudine Boguel (middle of group), La Patriote school founders:

“If we donated money to everybody in small pieces they would eat it since they are so poor. Instead, my
wife and | decided to make a concentrated step and we made a school that will build a future for the
people. If we educate the kids, we can reduce the poverty in this area. The community has been surprised
by this project. Most people in Chad keep their money in the family so it is not the Chadian way to spend
our money on such community projects. But every month, when | get my salary, 85% goes to this school
for building materials and scholarships.”
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Update: Chad’s Oil Revenue

I n the second half of 2007, project payments for various royalties, taxes, fees,
permits and duties added up to $462 million for a total of $1,220 million paid in
2007. Thus, the project paid to Chad about one-and-one-half times the amount
paid in 2006. Chad’s total revenue since the project began has reached $2.5 billion.

4 Chad’s Oil Revenue Through 2007 (millions of U.S. dollars)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Month | Project

2007 2007 2007 2007 Total to Date

Royalties on Crude Oil Sales® 90 57 74 96 317 1,000
Pipeline Related Income 0 5 0 5 10 42
Corporate Income Tax? 443 142 142 142 869 1,331
Fees, Permits, Duties, Etc. 3 18 1 2 24 132
Project Total 536 222 217 245 1,220 2,505

1. Cash payment Royalties paid by all Consortium members.
2 Corporate income tax amount includes payments made by Consortium members and TOTCO.

4 Tracking Chad’s Annual Revenue

1220
210(1)-
S 774
IS
&
= 500 A
g 300
: = .
S 45
g ol e HH | | |
2003 2004 2005 2006 2007

Consortium payments to Chad have increased sharply since oil production began in
2003. A primary factor in the increase has been high market prices for crude oil which
contributed to higher proceeds from the royalty paid on oil sales. In addition, because of
the high market prices, in 2006 the project began paying a corporate income tax. As
provided in the 1998 convention, the tax rate has been pegged at 60% for the original
three fields in the Oilfield Development Area. The rate on the Maikeri oilfield is 50% in
accord with the 2004 convention.
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Context: How Main Revenue Sources
Chad Earns Its Chad’s oil project revenue includes four main streams of money:

Revenue

Chad receives a royalty paid by Consortium members on the gross sales

revenue from crude oil after deducting the cost of transporting the oil to

market through the export pipeline.

- The royalty on oil from the three original oilfields covered by the 1998
convention is 12.5%. The 1998 convention also includes the Moundouli and
Nya satellite fields.

- The royalty on oil from Maikeri, an oilfield covered by the 2004 convention,
is 14.25%.

In 2006, Consortium members also began paying income tax on net profits
from the original three fields. For 2007, the corporate income tax payments of
$869 million were nearly three times the royalty payments of $317 million.

Chad owns a percentage of both pipeline companies, TOTCO and COTCO,
and thus shares in the profits from the fees these two companies charge to
deliver Chad’s Doba crude oil to market.

A range of miscellaneous payments adds income from various sources
including permits, duties, employee taxes, work permits and other fees.

Corporate Income Tax Revenue Stream

The corporate income tax payments that began in 2006 started a major new source
of revenue for Chad. This new revenue source commenced several years earlier
than expected - a boon for the impoverished country. The early start stems mainly
from two factors:

The current high prices for oil around the world have increased total revenues
to levels much higher than estimated during the project’s planning phase.

These higher revenues exceeded operating expenses and depreciation, thus
triggering a 60% corporate income tax on the original three fields as provided
in the 1988 Convention (and a 50% tax on Maikeri).

By law the standard tax rate paid by corporations in Chad is 40%, much less than
the 60% currently being paid on the original three fields oil in the current market.
Thus, the oil project has a different — potentially much higher — corporate income
tax rate structure than other businesses operating in Chad.

All these revenue streams add up to Chad’s share of the revenue from the oil
project.

Chad’s Future Revenues May Fluctuate Significantly

At this time, high worldwide oil prices continue to yield higher than expected total
revenues for Chad, even though the volume of oil has been lower than originally
planned.
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® As Chad entered the world oil market, crude oil prices were unusually high
and rising. The rising trend continued from 2004 through 2007.

® As overall worldwide oil prices rose they lifted the market price of Chad’s
“Doba Blend” oil as well. Fundamental characteristics of Doba Blend oil make
it more difficult for refineries to process and thus less attractive to the
marketplace. A “heavy” oil like Doba Blend draws a lower price than a “light”
oil such as the widely reported benchmark Brent crude.

However, it is important to note that it is not possible to predict how long
revenues for Chad will continue at their present elevated level.

® So far, annual crude oil sales revenues have surpassed original estimates even
though Doba crude’s quality puts its market value below the benchmark Brent
North Sea crude generally reported by the popular news media.

® Extracting oil from Chad’s oilfields has been technically challenging and as a
result the average daily production output of crude oil has been lower than
expected. As the oilfields mature, output will naturally decline.

® Calculations of the corporate income tax on the oil sale profits also depend on
depreciation of capital expenditures for new facilities and improvements over
time, as set out in the oil conventions.
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Use of Chad’s Oil Revenue: Modern Low Cost Housing for Chadians

The vast majority of Chadians
live in traditional mud-brick,
thatched-roof homes without
electricity or running water. But
on the outskirts of N'Djamena, a
new housing development is
rising. A portion of Chad’s oil
revenue has been allocated for
as many as 1,100 homes and
the first 100 of them are now
being built. Many of them will be
available as low cost housing
where they may be purchased
on time payments by those who
cannot buy outright. In Chad, the
custom is to pay the entire cost
of a house and mortgages are
rare. Funding for the housing
project comes from corporate
tax payments, outside the
royalty payments that are
allocated by the College of
Control for the original Revenue
Management Plan.

iy

Salim Mahamat Haggar, construction contractor ECRB:

“I believe this is the first low cost housing project ever done in Chad. It
would never have happened so quickly without the oil money. People who
didn’t believe the oil money would go for projects like this one have it
wrong. Besides this housing project, | have seen for myself roads,
schools, clinics and water wells all built with oil money.”

Mahamat Saleh Brahim Dougri, construction contractor SACIS:
“All the people look at this project and they are happy. They hope
the government will keep this kind of project growing. Every
afternoon, people come to see this happening. Houses are very
expensive in Chad, so for many people this is a dream to have a
nice house like this.”
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Use of Chad’s Oil Revenue: Modern Regional Market in Doba

Under Chadian law, 5% of the oil revenue must be allocated to projects in the oilfields area. This project,
a regional market in Doba, is being built to a similar plan to one built in Bebédjia. Both of the markets
have been funded by 5% funds. Other projects paid for by the 5% money include schools, town water
systems and a soccer stadium.

Lucas Masrangar Mbairedoum (bottom right), Coordonnateur of the 5% Committee:

“This market is very important to this region. People come from all over to do business here, from
Cameroon, Bangui, N'Djamena, all across the transequatorial trading route. For this we needed to construct
a suitable and large enough location to accommodate that much business in one place. Having it in one
place encourages the business by making it easier to operate at the market. This modern market will thus
help build the economy of our region. This is one piece of the puzzle in the country’s poverty fighting plan.”
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Use of Chad’s Oil Revenue: A Widows Association Opens a Cafe

The oilfield region 5% Committee has launched a micro-credit program to foster the creation of small
businesses as a mechanism to build up the economy. A 5% Committee staff member travels in the
region to identify potential micro-development proposals. Micro-development loan projects are
selected on the basis of their potential for poverty relief and their chances of success as a small
business, with an emphasis on businesses operated by women. The first 30-million FCFA was
disbursed in 2007 to 13 associations or cooperatives involving about 260 people. The Committee

plans an eventual budget of 1 billion FCFA.

Marthe Tubaro

from an association of widows

(at the building they will

renovate for a cafe):

“None of us have husbands, the
traditional wage earners. But with
this business we will be able to send
our children to school. We'll be able
to support our families with food,
clothing and health care. The oil
money is now helping us and the
people in the town as well. Because
at this café people will be able to get
a good meal at low cost. Everyone
that reads your report is invited t00.”

Use of Chad’s Oil Revenue: Rice Funds a Village Support Group

This NGO represents an association
of villages. With a micro-development
loan from the 5% Committee they
have purchased rice that they sell at a
profit to finance their work.

Olivier Ngariam (right)

Secretary ASPEDIAC:

“The micro-credit loan will make it
possible for our member villages to
finance their work. Our associations
protect the interests of the villages in
this area in many ways. For instance
when herders move through and
damage crops. We also aid the
villages with legal advice and by
helping them organize themselves for
improvement, for example by buying a
village tractor. So the oil money is
definitely helping people in this case.”
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Use of Chad’s Oil Revenue: The 5% Committee Looks at the Future

Paul Mbainodoum Ngartelbaye

President, Doba region 5% petroleum revenue committee:
“If you look at the oil region now compared to ten years ago
before the oil project, we see many changes -
infrastructure, schools, safe drinking water and other
improvements. These changes will extend all over the
country, such as the support now being given to the
universities and the road being built towards Abéché.
Expectations and needs of the population are huge, so we
know that the 5% money cannot meet all these
expectations. But here is my objective and my promise: Ten
years from now people will say this committee did its work
well. We already have good feedback from the population.
Things are improving and they are improving rapidly.”
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