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Preface

his second Quarterly Report for the Chad Export Project (also referred to as the
Chad/Cameroon Development Project) covers the period of January 2001 through
March 2001.

The report reflects the work of the Project operating company and its contractors with a
particular focus on compliance with the Environmental Management Plans. Several
entities share responsibility for implementing the Project.

¢ Oilfield development in Chad is conducted by Esso Exploration and Production
Chad Inc. (EEPCI) on behalf of the Consortium (Esso, Petronas, Chevron).

* Pipeline activities in Chad are conducted by Tchad Oil Transportation Company
S.A. (TOTCO).

* Pipeline activities in Cameroon are conducted by Cameroon Oil Transportation
Company S.A. (COTCO).

¢ During construction EEPCI is providing Project Management Services to TOTCO
and COTCO.

This Quarterly Report represents a commitment to transparency by Esso and its
consortium co-venture companies, Petronas and Chevron. By publishing this
information, the Project wishes to make it possible for the citizens of the host countries,
interested non-governmental organizations (NGOs), the World Bank and Lender
Group, and other stakeholders to stay well informed about the Project as it unfolds.

e Quarterly Reports are submitted through, and verified by, the World Bank and
Lender Group as a reporting requirement of the Project’s partnership with the
Bank and the two host countries.

e Annual Project Updates are also published early each year covering the events of
the previous year.

All reports are published on the Project website at www.essochad.com. A small
quantity of printed reports are also distributed to stakeholders in fulfillment of
reporting requirements and to make information available to the citizens of Chad and
Cameroon where very few people have access to the Web.

Please note that October 2000 has been designated the official start date of the Project
for purposes of data compilation.
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Section

Snapshot Summary of the
Quarter

* The pace of construction activity increased sharply this quarter.

- The first 50 oil well sites have been identified and the first
elements of a portable drilling work camp have arrived in the
oilfield area.

- Pipe and other materiel have started moving in volume to
storage yards via rail and truck convoy.

- About one-quarter of the pipe needed for the pipeline has
been shipped to the receiving port at Douala, Cameroon.

- Construction has advanced on the upgraded road link from
Cameroon to Chad with the start of work on a bridge for the
new M’béré River crossing.

¢ A third set of site-specific contractor environmental protection
plans has been approved and another is on the verge of approval.

¢ World Bank and European Investment Bank loans to the two host
countries have been secured, enabling their financial
participation in the Project through equity positions in the
pipeline companies.

* No serious reportable EMP situations were recorded this quarter.

- However, a number of low level non-compliances took place
in February in Chad. Construction by the contractor
responsible for the non-compliances was halted while
solutions were developed. Work restarted in two weeks.

* The Project’s worker safety record continues to be good with a
Recordable Incident Rate of .32 per 200,000 hours work. In




Updated Project Overview

Cameroon, workers have put in 7 million hours on the job
without a Lost Time Incident.

Another component of the Project’s road safety initiative has
been put in place.

- The Road Safety Plan prescribes a village-specific program of
safety measures such as speed bumps, signs and other traffic
control tools.

- The plan also provides for a village-by-village road safety
awareness campaign including village meetings and safety
posters in local languages.

The primary consultation effort this quarter was the wrap up of
the resolution process for the village road bypass issue. A total of
15 villages will be skirted.

Compensation has nearly been completed in Cameroon for the
pipeline and road upgrade right of ways. In Chad, compensation
rates have been maintained or increased based on a new market
survey.

The EMP monitoring staff was increased to 33 people, a rise of
75% over last quarter. The tracking database has been put into
the field and preparations are underway for a second version of
the software.

The number of people employed on the Project has reached
nearly 3,500 workers, half the projected peak employment for the
construction phase.

Workers at two Project work camps (Belel and Dompta) went on
strike. The job actions against one of the prime contractors were
resolved within a few days.

Spending in the local economy quadrupled to over $20 million
during the quarter, driven by the increased pace of construction.

An in-migration situation has taken hold near a work camp in
Dompta, Cameroon, the future site of Pump Station #2. Steps
have been taken to ensure that the population has good water,
adequate food and sanitary conditions. Other measures are
under study.




Construction Progress

other waterway crossing requirements. The Project’s contract
specifications and the EMP provide detailed information to the
contractors, who are in turn required to produce site-specific
implementation plans for approval.

Construction Status

During this quarter, construction of the road upgrade was underway in
Cameroon and about to commence in Chad. Approximately 70
kilometers of the upgraded road had been cleared for final paving in
Cameroon by the end of the quarter.

Workers near Belel, Cameroon, finishing up one of many modern culverts
being installed in the upgraded road, so it can provide year-round service. The
existing road often becomes impassable during the annual rainy season. The
tiered rock structures in the foreground provide erosion protection as specified
in the Environmental Management Plans.

Construction has begun at the M’béré bridge crossing, a crucial link in
the upgraded road system. Quality control tests of concrete to see that it
will meet strength specifications were completed this quarter, clearing
the way to begin pouring bridge support piers.

Context: Long Term Impact of Road Upgrade

As context, it is important to understand the long term impact that
could result from the road upgrade project. When the three year
construction phase has been completed, the road upgrade will remain in
place.

Thus, the new M’béreé bridge and other road improvements will create a
new connection between Chad and Cameroon, and could have a strong
developmental influence in Chad. This upgraded all weather road link
will significantly improve export/import transport to and from souther
Chad, and could have a major long term impact on Chad’s economic
development.
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Construction Progress

Because Chad is a landlocked country, it must transport nearly all its
imports and exports via the existing poor road to Cameroon (see map
on next page).

¢ This deeply rutted and potholed dirt road frequently becomes
impassable during the five month rainy season.

* The existing route requires trucks to drive hundreds of extra
miles north to get to through Garoua and Lere before crossing
the river and turning towards southern Chad.

The existing road (purple) requires freight haulers to travel hundreds of miles
out of their way in order to reach southern Chad. The upgraded route (green)
will provide an all-season, more direct import/export route.
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Construction Progress

Contractor Plans

External affairs

Farmers at a cotton weighing station in southern Chad load their product on a
truck. Nearly all of Chad’s cotton, an underpinning of its small economy, must
be trucked through Cameroon to reach a sea port and world markets.

Before any construction can begin, a contractor must submit and receive
approval for a suite of EMP required plans covering health,
socioeconomic, environmental protections and other topics. In this
quarter a third contractor, Doba Logistics, has completed their plans.
Infrastructure contractors Sogea Satom and David Terrassement had
previously received approval for their suite of plans.

Where contractor master plans have not yet been fully approved, site
specific mini-EMP plans have been developed so that critical
preparatory work can proceed under proper controls to protect safety,
environment, health, and socioeconomics. For example, pipeline
contractor Wilbros-Spie has started work on a portable work camp near
Bipindi, Cameroon, under the provisions of a site-specific plan. A total
of 17 such mini-plans have been approved.

A crucial milestone was reached this quarter with the signing on March
29th of $140 million in World Bank and European Investment Bank
loans to Chad and Cameroon, enabling direct financial participation in
the Project by the two host countries through equity positions in the
pipeline companies.
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Contractor
Shutdown

Section

Reportable EMP Situations

he Project has so far experienced no critical (Level I1l) non-

compliance situations. As the Bank’s independent External
Compliance Monitoring Group stated in its March 28th report: “The
ECMG team did not identify any critical non-compliance situations such
that damage was observed to a specifically protected sensitive resource
or there was a reasonable expectation of impending damage. Only Level
1 and 2 non-compliance situations have been identified by the Project
EMP monitors and all of them were or are being addressed by the
Project and/or EPC Contractors.”

However, in February there was an increase in the number of Level |
(lowest level of significance) environmental non-compliance reports.
The reports involved the contractor for roads and infrastructure in
Chad, David Terrassement.

The Project’s three level non-compliance reporting system has been
designed to provide early warning of developing problems so the
Project can act to resolve issues before they escalate and begin to result
in actual environmental damage. In this case, some Level | non-
compliances were developing to Level Il because they were not being
properly addressed. To make sure that no environmental damage
would occur, the Project stepped in and ordered David Terrassement to
halt construction until solutions could be developed. The work
stoppage lasted approximately two weeks.

The decision to halt work was made even though the rainy season was
approaching and a work stoppage might have serious effects on the
work schedule. However, the Project decided on a proactive stance
because:

* Much of the contractor’s work was at the M’béré bridge crossing,
a waterway that borders three countries and provides habitat to a
variety of wildlife species. This area demands extra care to make
sure environmental commitments are met.
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Reportable EMP Situations

Context:
Three Types of
Reportables

* Time was required in order to develop a proper action plan in
discussions between the contractor, Project management, and the
EMP monitoring staff prior to restarting work.

* Time was also needed to deploy additional contractor and project
environmental staff and necessary equipment to ensure the plan
could be implemented as smoothly and quickly as possible once
work restarted.

The action plan adopted by David Terrassement and approved by the
Project includes the doubling of the company’s on site EMP staff. The
amplified staff includes field monitors and environmental technicians
who will focus on preparing the environmental and socioeconomic
baseline assessments that the Project requires before activity can begin
at sites, such as laterite or gravel borrow pits, or villages where workers
rent housing. The contractor also committed to supplementing its
training program and to addressing other staffing issues that will aid
environmental performance.

Contractors and Esso/COTCO/TOTCO personnel must report all
situations that could put the Project out of compliance with the Project’s
overall Environmental Management Plans and the suite of site-specific
plans filed by each contractor. There are three basic types of reportable
situations: spills, non-compliances, and initiatives.

¢ Spills of petroleum or hazardous materials require immediate
reporting within one hour of discovery, with written follow up
reports within 24 hours.

- All spills into a water body must be reported regardless of
volume.

- All land spills greater than 150 liters (33 gallons) must be
reported.

* Environmental non-compliance situations are ranked according
to seriousness.

- Level I: A situation not consistent with specifications, but not
an immediate threat to an identified resource.

- Level II: A non-compliance that has not yet resulted in clearly
identified damage or irreversible impact to a sensitive or
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Reportable EMP Situations

Spills

Non-Compliance
Categories of
Most Concern

important resource, but requires expeditious corrective action
and site-specific attention to prevent such effects.

- Level IlI: A critical non-compliance situation, involving
observed damage to a specifically protected sensitive resource
or a reasonable expectation of impending damage.

* Environmental compliance initiatives are situations that do not
rise to any of the non-compliance levels. The classification is
often used to describe proactive steps taken in response to
situations that are not yet out of specifications but could lead to
non-compliance if not appropriately addressed.

There were no reportable spills of petroleum or hazardous materials
during the first quarter of 2001.

Almost 90% of this quarter’s non-compliance situations occurred in just
half a dozen categories — waste management, extraction of fill material,
machinery/material, work outside boundaries of approved areas,
equipment maintenance/handling, and topsoil management.

Waste Management

Non-compliances in this category for the quarter mainly involved
failure to manage waste generated at various camps and construction
sites in accordance with the Waste Management Plan. Locations
included Komé Base, and the camps at Mbéré, Bam, Kagopal, and
Dompta. In some cases wastes were not sorted, stored and disposed of
properly. Some waste storage areas were not fenced or protected from
the weather and in a few instances trash was placed outside the
worksite boundary in surrounding savanna.

Extraction of Fill Materials etc.

The main problem in these cases was contractor extraction of fill
materials such as sand, gravel or laterite without an approved
environmental site assessment and clearance to proceed. In some
instances there are double non-compliance reports for the same site
because a contractor resumed or continued extraction after the first
report was issued.

Materials or Machinery Maintenance

In this category, equipment used by contractors was poorly maintained
and as a result had the potential to damage the environment. For
example, in some instances incinerators were not functioning, or
contractors continued use of some poorly maintained water trucks, fuel
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Reportable EMP Situations

Non-Compliance
& Initiative Tally

trucks, road graders and water pumps while awaiting parts delivery to
remote work sites.

Work Outside Approved Areas

Non-compliances in this category during the quarter generally involved
land clearing operations where contractor activity went outside the
prescribed worksite boundary. A root cause was often a failure to put
up physical barriers or to otherwise mark the limits of a work site. In a
few instances top soils and vegetation from the clearing activities were
stored outside the boundaries.

Maintenance & Handling of Equipment

Although no reportable spills actually resulted from these practices,
water pumps were serviced at riverside locations without liners on the
ground to prevent soil from being contaminated by oil. Poorly
maintained water trucks were also operating near rivers.

Top Soil Management

Top soil, subsoil and vegetation were not segregated by the contractor
as required by the EMPs. The depths of borrow pit excavation for
laterite and other fill materials sometimes exceeded the depth allowed
by the site assessment. In one instance the top soil was deposited at the
bottom of the pit instead of using it during the final stage of reinstating
the borrow pit site.

There have been 108 non-compliances and 16 environmental
compliance initiatives this quarter.

<4 Reportable Situations by Country
1st Quarter 2001

Total Non- Total
Level | Level Il Level lll Compliances Initiatives
Chad 69 15 0 84 12
Cameroon 23 1 0 24 4
Total 92 16 0 108 16
<4 Non-Compliances by Major Contractor
1st Quarter 2001

Levell Levelll Levellll Total
David Terrassement 48 13 0 61
TCC 12 1 0 13
Sogea Satom 23 1 0 24
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Reportable EMP Situations

<4 Non-Compliances by Category
1st Quarter 2001

Level | Level Il Level Total
Waste management 21 1 0 22
Extraction (fill materials, 16 5 0 21
etc.)
Materials or machinery 12 1 0 13
Work outside approved 7 2 0 9
areas
Health & safety 1 1 0 2
Maintenace/handling of 13 4 0 17
equipment
Lack of contractor EMP 3 0 0 3
monitors
Topsoil management 12 0 0 12
Socioeconomic 1 1 0 2
Erosion control 3 1 0 4
EMP training 1 0 0 1
Oil storage 2 0 0 2
Total 92 16 0 108

18



Two Part Road
Safety Initiative

Road Safety Plan
Issued

Section

Safety

O verall, the Project’s worker safety record continues to be among
the best compared to many other major industrial projects
operating in more developed areas such as Europe and the United
States.

* There was only one lost time incident this quarter. The incident
in Chad could not be classified as an accident since the injury
resulted from an assault on a Project employee.

* In Cameroon, the Project has logged more than 7 million work
hours without a reportable lost time incident.

* The Total Recordable Incident Rate (TRIR) is .32 per 200,000
hours worked (since Project recording of safety statistics began).

¢ The cumulative Lost Time Incident Rate (LTIR) is .04 per 200,000
hours worked (since Project recording of safety statistics began).

Road safety continues to be the major focus of the Project’s safety
programs. As detailed in the last Quarterly Report, the existing driving
environment in Chad and Cameroon has been extremely challenging
with a very high accident and fatality rate compared to Europe or the
United States. Local drivers frequently do not comply with traffic signs
and other road safety basics that are taken for granted in more
developed countries.

In response, the Project has attacked the road safety issue on two fronts
— continuing its program to improve the quality of Project drivers and
launching a new initiative to improve the driving environment.

This quarter, in an effort to reduce risk in the driving environment, the

Project launched a village-by-village Road Safety Plan. The plan aims to
reduce the potential for accidents by focusing on villages where people

are most likely to be exposed to vehicles.
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Safety

To execute the plan, safety teams have begun working in each village
along roads used by the Project. Each village receives road safety
education through posters and village meetings in local languages.
More than 20 villages were covered this quarter in the initial stages of
implementing the plan.

Residents of the village of Touldoro, Cameroon, look over a picture-based
road safety education posting that has been written in their local language, a
key facet of the Project's new Road Safety Plan.

Safety advisors also apply a toolkit of physical road safety measures
based on their village-by-village risk assessments. Depending on
circumstances in each village, some of the measures include:

¢ Installing speed bumps to slow vehicles and paving segments of
roadway to reduce dust.

¢ Installing road signs to set speed limits and to caution drivers
entering villages or driving by public locations such as playing
fields and schools.

¢ Construction of safety barriers to prevent vehicles from entering
pedestrian areas and inhibit access of children to roadways.

* Narrowing the road or shifting its position slightly, as needed to
increase separation between the road and buildings or public
places.
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Safety

Driver Quality
Initiative
Continues

Lost Time
Incident

Safety
Performance
Statistics

¢ Surfacing the road with bitumen and chipped rock in some
locations, in order to reduce dust and the amount of water
required to wet down the road.

* Prohibiting parking of Project vehicles in villages to help
maintain safe road visibility and to avoid narrowing the roadway
available to through vehicles.

With regard to the second part of the Project’s road safety effort, the
quality of drivers, the Driver Safety Guidelines issued last quarter
(October 2000) have been intensively applied during the current
quarter.

The Driver Safety Guidelines, based on an in-country risk assessment
program, ensure that only trained and licensed persons, approved by
the Project, will drive motor vehicles for Esso and its contractors. The
guidelines set out requirements for authorized drivers, training
protocols, safety rules, monitoring procedures, and accident reporting
procedures. The guidelines also establish disciplinary measures, as well
as a rewards and recognition program for good safe performance.

The Project has experienced its first Lost Time Incident in many months.
On February 19, contractor TCC (at the time known as Sub Saharan
Services or SSI) was in Komé, Chad for a recruiting meeting to hire
unskilled workers from the local area. During the random selection of
names to pick those to be hired, a man from Doba attacked a member of
the hiring team with a machete/axe type tool. Head wounds from the
attack required treatment at the closest hospital.

In future, instead of going to the Canton center, the contractor will hire
in local villages thus reducing the size of crowds attracted to the hiring
event. A hiring using the village-based hiring procedure the day after
the attack went well and there have been no similar problems since that
time.

Project safety performance statistics are reported on a quarterly basis.
The Project is following United States Occupational Safety and Health
Administration (OSHA) guidelines for recordability even though the
activities occur outside of the United States. The reportable statistics are
for TOTCO/COTCO/EEPCI and their direct contractor employees.
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Safety

Last This Project

Quarter Quarter (Since '95)I

Fatalities 0 0 1

Lost Time 0 1 2

Restricted Work 0 1 1

Medical Treatment Required 0 1 15

First Aid Cases 57 100 342

Worker Hours (thousands) 775 1,702 10,068
Long Term Performance

Recordable Incident Rate .32

Lost Time Incident Rate .04
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Section

Consultation & Communication

onsultation activities this quarter have primarily related to the road
bypass issue in southern Chad and northern Cameroon as well as
the consultation relating to the multi-step compensation process.

Although not tabulated as formal consultation, an aggressive schedule
of meetings has been held with international health agencies as the
Project formulated a new anti-malaria strategy (see Community Health
section for more details).

Resolution of As reported last quarter, the Project has been engaged in an intensive
Road Rerouting public consultation project in the villages along the upgraded road
Issue System that will be used by trucks hauling pipe and equipment from the
railhead in Cameroon, through Dompta and on to the oilfield area in
Chad. This road rerouting and bypass consultation program has now
been completed.

The program was launched because initial consultation showed that the
91 small villages touched by the road — with virtually no exceptions —
feel strongly that the upgraded road should remain on its present route.

* Villagers want to gain the road’s economic benefits and year-
round ability to reach health care services not available in
walking distance. In many cases individual village residents are
also eager to receive compensation and new buildings in return
for land needed to widen and otherwise improve road.

* On the other hand, the Project, as well as external monitors
representing the World Bank, have been concerned that the
current road route could present safety problems, create dust,
require removal of many valuable trees, and displace too many
existing structures that have been built close to or even on the
road right of way.

The project dispatched two teams of sociologists, design engineers and
environmental experts to the area to examine the road route,
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Consultation & Communication

Local
Community
Contacts
Program

determining how to it could be modified while maintaining the
standard required to move the construction traffic. Their goal was to:

* Work with villagers to refine the design of the road, reducing the
road’s safety and dust impacts, reducing the number of trees that
would be taken, and minimizing the number of buildings that
would need to be moved back from the roadway.

e Alternatively, if it was not possible to accomplish the goal
through design refinements, the team was to avoid these impacts
altogether by finding new routings that would bypass the
affected villages.

In the previous quarter, the 19 villages on the road route in Cameroon
had been consulted and the local conditions analyzed. As a result, the
road route will now skirt three of the villages in Cameroon.

By the end of this quarter, road route analysis teams had completed
work in Chad, in consultation with the remaining 72 road-straddling
villages. (Some of the villages consist of just a few family groups, called
concessions.) The consultation and redesign team proposed to move the
road outside 12 villages in Chad.

A series of road safety measures are being applied as needed on a
village-by-village basis. The measures have been set out in the Project’s
road safety master plan that was finalized during this quarter. (Please
see Safety section for more information on this plan.)

The team of 16 Local Community Contacts has continued a program of
regular visits to virtually all of the 420 villages in the oilfield area, along
the pipeline route, and in the area of the road upgrade.

¢ Itis estimated that the LCCs in Cameroon are averaging roughly
three visits per month to each of their villages.

* In Chad, where transportation has been a difficult challenge, the
LCCs have concentrated on locations where demand has been
highest (e.g., compensation meetings, village hiring meetings,
responding to requests from village chiefs).

LCCs have been of particular assistance in facilitating site-specific
issues. One example is the village of Bitoy, Chad, which is located very
close to an important source of laterite (mineral soil for road paving).
Villagers pointed out that the “borrow pit” where the material would be
excavated would be too close to the village’s straw walled school. In
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Consultation & Communication

consultations, the Project has agreed to replace the school with a new
brick structure at a location away from the borrow pit.

Stakeholder The Project this quarter made several commitments to public
Communications information outreach that will be implemented between now and the
end of 2001.

* A 16 page bilingual (French/English) Project magazine will be
published twice to three times times per year and widely
distributed to the public in Chad and Cameroon, as well as to
international stakeholders.

* Reports will be posted as available on the project website at
www.essochad.com. The Annual Project Update and 1st
Quarterly Report have already been posted.

* The website will be updated to recognize the movement of the
Project from the planning to the construction phase. The update
will also improve the accessibility of the technical information
posted on the site.

Tabulation of <« Consultation Meetings

Consultation Sessions Attendees
Activity Chad 54 270
Cameroon 10 531
Project Total 64 801

<« Consultation Related to Compensation

Total of One-on-One

Affected Household

Villages Consultations
Chad 104 1,684
Cameroon 316 1,126
Project Total 420 2,810
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Chad
Compensation
Progress

Section

Compensation

he land acquisition and individual compensation process in

Cameroon neared completion in this quarter. In Chad, where the
first phase of compensation was completed some time ago, preparations
are underway for phase two. A periodic market survey process has
resulted in a revised set of compensation rates for Chad that are equal to
or higher than the old ones, and the land acquisition and compensation
process has moved into a new phase.

Late last year a market survey was completed in Chad as provided in
the Environmental Management Plans. This quarter the results of the
survey have been utilized to update compensation rates.

* Market prices for food and crops were found to have dropped
since the last survey in 1998. However, the compensation rate has
been maintained at the higher 1998 level.

* The price paid for cotton has been strictly based on actual prices
paid for cotton by the national export company CotonChad.

* Values for fruit trees, shade trees, mangos, fishing equipment,
kitchen gardens and sacred sites remain unchanged.

¢ Compensation rates for beehives increased.

* The EMP provided for reevaluation of wild trees, including
karite, nere and tamarind. Prices for each of these increased
significantly and compensation rates have been adjusted
accordingly.

The compensation process in Chad has moved on to the next phase of
land requirements. Surveying, staking and initial consultation has
proceeded in preparation for compensation that will take place in
coming quarters.

* The centerline of the upgraded road from the M’béré River
crossing to Bolobo has been completely staked. Compensation at
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Compensation

Cameroon
Compensation
Progress

Grievances

many locations along the route had already been paid as a
contingency. The compensation was advanced in order to get
started on replacement building construction preparations in
advance of the rainy season, even though some of the affected
villages will now be bypassed as a result of road design
refinements (see Consultation and Communications section).

¢ Oil well locations and access roads have been designated and
some well pad boundaries have been marked (see Construction
Progress section).

¢ Storage yards and work camp locations have been surveyed and
land users identified in preparation for the compensation
process.

Compensation efforts in Cameroon have concentrated on the
completion of legal requirements for land acquisition along the pipeline
right of way. As of the end of the quarter, 100% of the right of way had
been staked and the concrete boundary markers required by
Cameroonian law for land registration had been placed along the entire
perimeter of the pipeline right of way in Cameroon.

Virtually all cash compensation had been completed for the pipeline
right of way, although an additional payment campaign will be
mounted to finalize arrangements with the small percentage of land
users who were not present for the first round of payment ceremonies.

The Project has decided to accelerate payments of in kind compensation.
In consultation sessions it became clear that many individuals who had
been paid cash had intended to use the cash in conjunction with in kind
compensation. For example, a land user might have elected for a mix of
building materials and cash to build a new structure. Consequently, the
land user would need both cash and in kind compensation to complete
the building project.

The highest number of compensation grievances remaining this quarter
are in Cameroon, since the compensation processes in Chad and
Cameroon are at quite different stages.

The first phase compensation in Chad (e.g., pipeline route, oifield
facilities) was completed several years ago and all grievance filings
stemming from that effort were resolved at that time. Chad has just now
entered into its second phase compensation. A total of six grievances
were filed in Chad this quarter, four of which have been closed out.
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Compensation

There are a larger number of grievances to report from Cameroon,
however, since compensation activities in Cameroon were much more
extensive this quarter along that country’s section of the pipeline route
and the road upgrade.

A total of 81 grievances remain to be resolved in Cameroon, primarily
relating to issues of land ownership and traditional usage. These 81
grievances are being addressed by the government of Cameroon.

Compensation <« Compensation Paid This Quarter
Tabulation (Millions FCFA)

Road Related Pipeline OFDA Related Total Project To Date

Cameroon
Gov't 104.8 759.3 864.1 864.1
(Cash & Saving)
Project 75.4 1,951.8 2,027.2 2,027.2
(Cash & Saving)
Project 0 223.5 223.5 2235
(In-Kind)
Country Total 180.2 2934.6 13,1148 3,114.8
Chad
Project 26 1.9 27.9 222.1
(Cash & Saving)
Project 0 0 0 53.9
(In-Kind)
Project 6.3 0 6.3 44.0
(Resettlement)
Country Total 32.3 1.9 34.2 320.0
Project Total 2125 2936.5 3149.0 3434.8

For the pipeline right of way in Cameroon, cash compensation had been
88% completed by the end of the quarter. In-kind compensation was
36% completed.

For the road upgrade in Cameroon, cash compensation had been 97%
completed by the end of the quarter. No in-kind compensation had yet
been paid.

For the pipeline right of way in Chad, compensation has been 100%
completed. Road related compensation has just begun.
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Monitoring Staff
Levels

EMP Training

Section

EMP Monitoring
& Reporting Program

B y the end of the quarter, the Esso EMP monitoring staff is reaching
the full level required for the current amount of construction
activity. The EMP data tracking database has been brought online and
the programming staff has begun work on improvements for a new
version that will aid full implementation.

The total EMP monitoring staff by the end of the quarter was increased
from 19 to 33, a rise of 75%.

Despite this staff ramp up, the planned increase in construction activity
to come will require additional recruiting efforts to meet future
monitoring needs as new contractors begin work in the field.

<« Project EMP Staff at Quarter End
Project Last Quarter

Cameroon Chad Total Total
EMP Managers 1 1 2 2
EMP Monitor Supervisors 1 1 2 2
Socioeconomic Supervisors 1 2 3 2
Socioeconomic Specialists 3 3 6 2
EMP Monitors 9 6 15 7
Environmental Specialists 1 0 1 1
Health Specialists 2 2 4 3

Total 18 15 33 19
Does not include consultants used for special projects/evaluations.

As staff levels increased, training for new monitoring personnel has also
been accelerated in both Chad and Cameroon:

* Training sessions in Chad and Cameroon included both Esso and
contractor staff. (The Project’s EMP training program will be
expanded to include some Government EMP monitors in the
next quarter.)

29



EMP Monitoring & Reporting Program

Translation of the EMP handbooks and training materials into
French has now been completed in order to better support the
training effort.

One-on-one training was provided for many of the EMP staff
members in the use of the Project’s custom water quality field
laboratory Kits.

Special on-site EMP training support was provided for contractor
David Terrassement in southern Chad as part of the restart plan
following its shutdown period. (See Reportable EMP Situations
section for more information.)

Reporting and The EMP database reporting system was put into the field this quarter

Tracking and implementation is still underway. As a result, pending full
implementation, the Project’s collection of environmental, health, and
socioeconomic data is not yet as comprehensive as it will become upon
full implementation.

Database

The database, called CHIDA, collects and manages the reporting of all
EMP data collected by Esso and its contractors. The database was based
on software used successfully for this purpose for the Bolivia to Brazil
Gas Pipeline project, in which the World Bank also participated. A step-
by-step implementation technique has been utilized to field test the
accuracy and usability of the software and to allow for a phased training
program.

At the initial rollout stage, at the beginning of the year, all field
data was funneled to a central office in Houston for entry. This
allowed the development team to ground truth the effectiveness
of the database and make any needed adjustments.

As the quarter progressed, the project advanced to in-country
data entry in Cameroon. The development team took the
database to Douala and conducted a week of training for COTCO
data entry personnel, as well as contractor EMP Monitors and
data entry staff.

Although this initial rollout has been largely successful, version
two of the software is now in development to refine the software
and improve the program’s usability.

Data entry for Chad has continued at the Houston central
location until systems have made further progress.
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EMP Monitoring & Reporting Program

* Nearly all of the data in this report was compiled using the
CHIDA database.

* In addition, a separate health data reporting database has been in
use for some time. The CHIDA development team has been
asked to investigate possible improvements in this database to
facilitate EMP reporting.
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Labor Disputes

Section

Local Employment

otal employment by Esso and its contractors has now reached the

half way point towards the expected peak level during the
construction phase. Total employees more than doubled during the
guarter, an indication of the increased level of construction activity.

Workers went on strike this quarter at two of the Project’s work camps,
operated by contractor Sogea Satom at Belel and Dompta. The work
stoppages were resolved within a few days at each location.

The primary issue in the two disputes, as in most labor disputes, was
pay. However, there were a few other issues that the Project has
designated for follow up. Lessons learned for the future are being
applied throughout the Project.

¢ Some workers had started their employment without signed
work contracts. As a result, some workers did not have a clear
understanding of what they would be paid. When payment was
made they had expected more. Without a written agreement
there was room for dispute about what had been agreed.

* Inrural areas, most workers know little about government taxes.
However, the Project’s contractors are required to follow all local
laws and thus deducted these taxes from the pay. Again, workers
were upset that they were not taking home the amount they had
expected.

¢ An additional confusion about take home pay was the detailed
pay slip used to itemize the various tax deductions, and to
document pay advances.

* There was no clear voice to represent the workers, making the
dispute doubly difficult to solve because it was hard to identify
and investigate worker issues.
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As a result of these findings, the Project has taken or is considering
several steps.

* Reemphasize that at no time will hiring at the work camp gate be
permitted.

¢ Within one month of work starting at a site, a schedule of worker
and management meetings should be posted and workers should
be encouraged to choose representatives.

* Before the first day of work, each worker should have a written
work contract in place.

* The Project will explore the possibility of providing simplified

pay stubs.
Local <« Workforce This Quarter
Employment 4th Quarter  Current Qrtr  Percentage
Tabulation 2000 2001 Change
Chad
Nationals 187 874 367%
Expatriates 15 115 667%
Total Chad 202 989 390%
Cameroon
Nationals 1,377 2,449 78%
Expatriates 128 111 (-13%)
Total Cameroon 1,505 2,560 70%
Project Total 1,707 3,549 108%

This table was prepared using the latest data available. Not all contractors’ employment
figures were submitted as this report was being prepared.
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<4 Worker Hours This Quarter

4th Quarter  Current Qrtr  Percentage
2000 2001 Change

Chad

Nationals 157,000 464,000 196%

Expatriates 3,000 5,000 67%
Total Chad 160,000 469,000 193%
Cameroon

Nationals 618,000 1,281,000 107%

Expatriates 6,000 10,000 67%
Total 624,000 1,291,000 106%
Cameroon
Project Total 784,000 1,760,000 125%

34



Section

Local Business Development

pending in the local economy for goods and services more than

guadrupled this quarter. As with the employment levels detailed in
the previous section, this rapid increase is a measure of how the pace of
construction activities has been rising as contractors move into the field.

Local Business <« Project Spending with Local Businesses

Tabulations
Last Quarter Current Quarter % Change Cumulative
Chad $2,700,000 (1.6 billion FCFA) $6,100,000 (4.0 billion FCFA) 127% $8,800,000 (5.7 billion FCFA)
Cameroon $2,200,000 (1.3 billion FCFA) $16,300,000 (10.6 billion FCFA) 61% $18,500,000 (12.0 billion FCFA)
Project Total $4,900,000 (2.9 billion FCFA) $22,400,000 (14.6 billion FCFA) 357% $27,300,000 (17.7 billion FCFA)
Figures do not include Expenditures made by David Terrassement in the month of January
Local Business | e T
!1-,.-1. & ..|.|- III -
Development [V - 1
k. ¢
Examples

Fidele Mbaiyombe (center) supervises two workers checking quality of a
shelving unit produced at his carpentry shop (background). Mbaiyombe’s shop
in Moundou has a contract from infrastructure contractor David Terrassement
to furnish work camps and offices in southern Chad. He reports that his
business has doubled to 3 to 4 million CFA per month and he has gone from
six employees to 30 to handle the production contract.
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Vessah Olivier Tiani (left), Director General of Connect Informatique in Douala,
Cameroon, works with two of his computer technicians to repair a unit. Tiani’'s
shop has a contract with Esso and several of the Project contractors to provide
computer equipment and networking consulting and installation.

Etienne Masna (left), owner of mechanics shop Le Defi Mecanique Volant in
Moundou, Chad, instructs one of his employees on an engine adjustment. The
shop has a long term maintenance contract on 65 vehicles for Esso and
infrastructure contractor David Terrassement. His staff has gone from five
people to nine, and his business has quadrupled to 1.3 million CFA per month.
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Context: Intense
In-Migration
Pressure

Section

In-Migration

he Project’s first significant in-migration issue arose this quarter.

The small village of Gbengboy, near the future location of Pump
Station #2 at Dompta, Cameroon has grown in size from approximately
60 people to about 2,000 job hopefuls and others seeking to benefit from
the expected increase in economic activities in the space of a few
months. Dompta is the site of a major work camp established by
infrastructure contractor Sogea Satom.

As this report was being compiled, the population at this spontaneous
settlement had stabilized and at this time it does not appear that further
significant population increases will take place.

The situation is being closely monitored and carefully studied to
determine the best approach to the issue. The Project will consult with
the government of Cameroon and traditional local leaders in working
on this issue because they have ultimate responsibility for land use
planning and similar issues of governance.

The EMPs for Chad and Cameroon recognized that in-migration
pressure was inevitable in countries as poor as Chad and Cameroon.
Under those circumstances, even a faint chance of work or financial gain
was bound to attract people to the Project area, despite attempts to set
realistic expectations through public information outreach.

For example, a small spontaneous settlement sprang up just outside the
Project’s Komé base camp in southern Chad in 1994, years before the
Project was to begin construction. This in-migration took place even
though the area is extremely remote, several days walk from the nearest
small population center. The Komé in-migration also happened despite
the Project’s intensive village-by-village public information campaign
aimed at educating people about the realistic potential for jobs and
about the Project’s policy against hiring at the worksite. (Expectations
remain unrealistically high, as evidenced by the fact that over 50,000
employment applications are on file at Project offices, even though the
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In-Migration

Situation in
Gbengboy

construction at its peak will require no more than 7,000 workers and the
operations phase will require only 500.)

Another contributing factor to in-migration is the transient nature of the
population in the Project area. Households and small villages in the
remote areas of Chad and Cameroon move frequently in order to
pursue their traditional practices of slash-burn-fallow agriculture and
because of cultural practices such as village-splitting due to changes in
household/family structure.

A team of socioeconomic experts with many years of experience in the
area visited Gbengboy at the end of the quarter to assess the situation
and have reported back the following findings.

The team indicated that some in-migration would have taken
place in any event, but that the situation was exacerbated by the
contractor’s decision to hire at the gate of the Dompta work
camp. The contractor hired some local, unskilled laborers at the
gate instead of following in-migration prevention procedures as
set out in the Environmental Management Plans.

A side issue to the practice of hiring at the gate has been
resolved. A contractor employee who was taking money from job
hopefuls has been dismissed.

Sogea Satom has provided potable water, and is evaluating a
plan to expand the supply in the coming quarter to accommodate
the rise in population.

The contractor has also dug latrines throughout the spontaneous
settlement.

Food supplies are currently good for most items, including the
food staple manioc. Bad harvests of maize in the north have
raised prices for that item.

The area around Gbengboy is very sparsely populated and the
government officially encourages increased settlement in such
areas.

Responses Several steps have already been taken in response to the situation at
Gbengboy.

Potable water, food and improved sanitation have been
provided.
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In-Migration

¢ The newly launched Community Health Outreach Program for
Cameroon will put some of its first programs in place in the
Dompta area.

* Esso EMP staff have shared the lessons learned from Gbengboy
throughout the Project. Hiring will not be permitted at work
camp gates in the future.
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Section

Training

O ver 400 training sessions were held this quarter with an attendance
of nearly 3,000 people, and the Project’s skills training center
opened in N’Djamena.

At the Project’s new training facility in N'Djamena, the first 26 new employees
are taking classes now. In this session they are led by training coordinator
Camcam Yaoua. The students are preparing to take professional positions
when the Project shifts to its operational phase.

This quarter emphasized training for the rapidly growing staff of EMP monitors.
In this session, EMP staff are briefing new monitors for the government of
Cameroon. Augustine Ndum, Cameroon’s Permanent Secretary of the Pipeline
Steering and Monitoring Committee (center) accompanied the new monitors.
(See the EMP Monitoring & Reporting Program section.)
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Tabulation <« Training Levels for 1st Quarter 2001

SHE
General SHE Position Basic High
Orientation Orientation  Specific Craft Skills Total

Cameroon

Sessions 118 75 110 19 20 342

Persons 828 819 265 292 58 2,262
Chad

Sessions 23 9 14 49 0 95

Persons 343 55 115 200 0 713
Sessions 141 84 124 68 20 437
Total
Persons 1,171 874 380 492 58 2,975
Total
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Investigation of
a False Rumor

Section

Archaeology
& Cultural Resources

P re-construction archaeological studies and the identification of
graves and other cultural resources has been nearly completed in
both Chad and Cameroon for:

* Permanent facilities such as pipeline pump stations and the
central oilfield administration and control center.

¢ Temporary facilities such as work camps and storage yards.

* The right of way for the road upgrade project.

The pre-construction studies identify sites that must be protected, and
they also attempt to pinpoint graves that must be dealt with in a
culturally appropriate manner, in accordance with the Environmental
Management Plans.

Some small areas must still be studied, such as the locations of the short
road bypasses from the road routing consultation and redesign project,
as described in the Consultation & Communications section.

The major pre-construction archaeological study remaining to be done
is in the right of way for the oil pipeline in Cameroon. Study has already
been completed on the Chad portion of the pipeline right of way.

A false rumor spread on the Internet when an NGO reported that
Project road construction had defiled graves in the village of Ouao in
Chad. The External Compliance Monitoring Group (see External Audit
System section) visited the location during its March visit and has
reported that the gravesite was not affected, and that roadwork had not
yet started.

Surveyors had initially staked out a proposed right of way for the road.
However, because of the presence of the graves, the location of the road
was resurveyed and the route was shifted to avoid the site. The original
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Archaeology & Cultural Resources

Context:
Varying Burial
Practices

stakes had been left in place creating some confusion about the
intentions of the Project.

A crucially important aspect of the road upgrade route consultation and
design refinement process was the identification of culturally significant
sites such as graves. Although preservation of grave sites has almost
universal importance in many societies, the numerous cultures in the
Project’s area of influence have widely varying burial practices.

For example, communities in the northern portion of the upgraded road
route in Chad bury their dead in communal cemeteries just outside the
village. In most of these cases, because of the central burying locations,
it has been possible to reroute the road to avoid them. However in Bebe
a new cemetery was located which made it initially unclear whether it
would be possible to reroute around two other existing cemeteries and
observe the wish of a neighboring related village (Kayaraal) to maintain
the roadway through the village. The villagers of Bebe saw no difficulty
in having the road pass over the cemetery and volunteered to perform
prayers and sacrifices at their own expense. This would allow the road
to stay on its existing route. Ultimately the consultation and design
refinement team found it possible to move the planned road route to
miss all the cemeteries at Bebe and Kayaraal.

However, to the south around Mboum, it is customary to bury the dead
in unmarked graves next to the house, inside the household compound.
In some instances households have encroached on the road and there
are graves in the road right of way. As a result, it was much more
difficult to design the road to avoid graves, especially since people were
most often unable to indicate the exact location of the unmarked grave.
Nevertheless, the villagers were adamant that the existing roadway
should be maintained and enlarged even if it meant passing over
graves. In consultation, people said they did not want the graves
transferred since they found the thought of digging up the dead very
disturbing. They also contended that the bodies were buried so deep
that road construction would not affect the bones. The traditional
authorities of cantons Mbaissaye and Baibokoum sent official letters to
the Project to this effect.

In such situations, in accordance with villager wishes, it is the Project’s
intention to obtain signed agreements from the heads of household who
indicated graves somewhere in their concession stating that the road
may pass over any grave.
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Section

Worker Health

P roject workers received more than 5,000 medical consultations last
quarter. Health procedures, planning and staffing have now come
to full strength for the level of current employment. Complete service is
being provided as envisioned in the Environmental Management Plans.

e Each new worker receives health orientation training
emphasizing malaria, STDs, HIV/AIDS, and TB.

e Control programs have been established for each of the EMP
identified respiratory, vector-borne, food and water-borne, and
sexually transmitted diseases.

e Contractors have mobilized medical staff and clinics at all current
major job sites. A dozen physicians are stationed at work camps
in Chad and Cameroon, in addition to the Project’'s two
occupational health medical advisors and contract clinics in the
Project headquarter cities of N’Djamena and Douala.

= |

Several hundred project workers and family members were vaccinated against
meningitis at Project-operated clinics following the declaration of an epidemic.
This scene was taken at the new expanded Esso clinic in N'Djamena.
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Worker Health The Project’s medical advisors produced the following analysis of the
Data Analysis health data collected for this quarter.

Fever Surveillance
A total of 518 cases of fever were recorded and all cases were resolved
without further complications.

* 80% of cases were malaria
¢ 3 cases of meningitis in Chad
* 6 cases of pneumonia in Cameroon

e 2 cases of typhoid fever in Cameroon

Malaria

A total of 400 cases were recorded in the worker population this
guarter. Of that total, 79 cases were confirmed by biological tests. A
directive has been sent to contractors to conduct confirmatory tests in
100% of presumptive cases..

Nationals: 75 confirmed, 321 unconfirmed
Rate = 650 per 200K men/hours

Expatriate: 4 confirmed, 0 unconfirmed
Rate = 3.8 per 200K men/hours

Sexually Transmitted Diseases(STDs)

A total of 109 STD cases were diagnosed and treated, nearly all of them
(101) in the worker population. The Project will continue screening and
active treatment for STD cases.

National: 27 cases in Chad, 73 in Cameroon
Expatriate: 1 case in Chad, 0 in Cameroon

Sentinel Surveillance System (SSS)
Other than malaria/fever cases, and STD cases, there were 12 cases
recorded for the Sentinel Surveillance System diseases.

e 3filariasis

* 3 meningitis (one suspicion turned out to be negative)
¢ 3typhoid fever

* 2 shistosomiasis

e 1 tuberculosis
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Hospitalization
A total of 10 employees were admitted for hospital treatment this
quarter.

e 3for malaria

* 1 meningitis

¢ 1 Pneumonia

¢ 1 cardiac arrhythmia
e 1 diabetes mellitus

e 3 for minor conditions

Medevac
* 1 employee was medevac for an injury

¢ 8 others for diseases reported above
Injuries
e 2 scorpion bites

¢ 14 insect stings
e 2 fractures

e 101 skin lacerations
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Fighting Malaria
in Chad and
Cameroon

Section

Community Health

his quarter saw planning progress for a new Project-wide anti-

malaria commitment in both Chad and Cameroon in conjunction
with the global Roll Back Malaria campaign. Another dual country
initiative will support a UNICEF campaign to prevent maternal
neonatal tetanus.

In Chad, where the Project has maintained a major base camp in the
Oilfield Development Area for some years, the community health
outreach effort has matured. In this quarter there have been new local
commitments for a nurse training program, as well as support for the
country’s battle against the nearly annual epidemic of meningitis.

In Cameroon, where the Project’s Community Health Outreach
Program is just getting underway, a high priority has been set for efforts
in the community surrounding one of the Project’s most remote
permanent facilities, Pump Station #2 in the rugged area of Dompta.

As explained in detail in the Project’s health planning documentation,
the Community Health Outreach Program and the operating company’s
contributions program take a sustainability approach that emphasizes
public-private partnerships. The Project aims to augment long term
programs in partnership with the host countries, as well as private and
NGO health providers.

Ninety percent of the people who die each year from malaria, die in
Africa south of the Sahara — nearly two lives lost every minute. One in
five young children who die in sub-Saharan Africa, die from malaria.

The Project will join Roll Back Malaria partnerships in Chad and
Cameroon.

Roll Back Malaria is a global movement launched as a joint initiative of
the United Nations Development Program, the United Nations
Children’s Fund, the World Bank, and the World Health Organization.
At the country level, Roll Back Malaria partnerships are led by the
government and include non-governmental agencies and private sector
partners. The partners develop a coordinated plan to tackle malaria.
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Maternal
Neonatal Tetanus
Prevention

Chad

Roll Back Malaria program priorities go to mechanisms to make
insecticide treated bed-nets available, improving treatment of malaria,
fostering public-private campaigns, minimizing malaria impact on
newborns by treating pregnant women, and predicting/managing
malaria epidemics.

During this quarter the Project’s local and corporate medical staffs have
held about a dozen planning sessions with members of the Roll Back
Malaria partnerships in both Chad and Cameroon. Results of those
planning sessions are being finalized and specific programs for the
Project’s two host countries will be announced later this year.

Neonatal tetanus accounts for about 20% of the infant mortality in Chad
and Cameroon.

Tetanus infections come from naturally occurring soil bacteria that enter
the body through open wounds. Maternal tetanus most commonly
occurs due to poor hygiene at the time of child delivery or through
unsafe abortion practices in countries with limited access to birth
control methods. Neonatal tetanus occurs when a woman delivers her
baby in unsanitary conditions and the mother and baby become infected
in the course of cutting the umbilical cord. Infants with neonatal tetanus
experience contractions of their muscles causing arching of the spine,
lockjaw, and violent convulsions. They often die from asphyxiation
when they lose their ability to breathe.

Tetanus can be prevented in 100% of cases through vaccination. Three
doses of tetanus vaccination must be administered to all child bearing-
aged women in high-risk areas. Since the maternal neonatal tetanus
vaccination campaign was launched by UNICEF and WHO in 1985,
global newborn fatalities from the disease have been reduced from
900,000 to an estimated 248,000. In that time the disease has been
eliminated in 111 of the world’s 160 developing countries. Planning
sessions are being finalized and specific programs for the Project’s two
host countries will be announced later this year.

Much of the community health effort in Chad for this quarter focused
on laying a foundation for the year’s program, including the local
strategy for the Chad Roll Back Malaria partnership, as described above.
In addition, support has been provided for nurse training and
vaccination programs.

48



Community Health

Nurse Training

CHOP funding has been approved for a nurse training program in the
Project area, in partnership with the World Health Organization and the
Chadian government.

A minimum of five nurses will be trained, possibly more, at a
school in Moundou.

The graduates will work for three years in communities in the
Bebedjia and Doba districts.

They are also being placed on the hiring list for career jobs with
the Project once construction has been completed and the
operations phase commences.

Vaccination Support
Meningitis, tuberculosis and polio were all targets of project support for
local immunization programs in this quarter.

At the urgent request of the Chadian government, funding has
been made available for 350,000 doses of meningitis vaccine to
combat the dry season epidemic in the south that has occurred
each of the last two years.

Vaccination remains effective for three years. Last year the
project provided transportation and other logistics support for
195,000 doses of meningitis vaccine administered out of the
Hopital St. Joseph in Bebedjia. Fortunately, as a result, this year
there has been no epidemic in that area.

A freezer funded by the Project has now been delivered to the
Hopital St. Joseph in Bebedjia. The freezer makes it possible to
preserve tuberculosis vaccine and other biologicals. The freezer is
powered by a generator since there is no electricity in the area.

An emergency one year supply of tuberculosis vaccine, funded
last quarter, has now been delivered to Bebedjia to keep that
vaccination program going during a temporary one year funding
hiatus.

Logistics support has also been provided this quarter for a polio
vaccination campaign in the Project area.
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Other Ongoing Programs
Programs funded in previous quarters continue.

¢ The NGO Masocot has set up 54 distribution points for condoms
and rehydration salts in Project-area villages.

¢ The audio visual teaching van for the support of the national
HIV/AIDS prevention program in the Project area has arrived at
its port of entry in Douala and was clearing customs.

* Bicycles to increase the range and effectiveness of vaccination
nurses in the Project area have now been delivered to Bebedijia.

Cameroon This quarter’s community health outreach efforts focused on planning
for the coming year as the Cameroon branch of the Project’s Community
Health Outreach Program gets underway.

Country-Level Programs

Many meetings have been held to coordinate the Project’s efforts with
existing and planned programs in Cameroon. The Project’s medical
advisor will:

¢ Participate in the development of the national implementation
plan for Roll Back Malaria, as described above.

¢ Collaborate on a strategic role for the Project’s in the national
HIV/AIDS prevention program.

Priority Area

The Community Health Outreach Program in Cameroon will initially
focus its efforts at Dompta, the locale of Pump Station #2, in a remote
highlands area in northeastern Cameroon. The Project medical advisor
has done a preliminary assessment of the Dompta community health
situation, including the spontaneous in-migration community of people
who have migrated to the area seeking work. (For more information see
the In-Migration section.)
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Section

Water Quality

he Project’s Water Monitoring Plan has now been completed and
submitted to the World Bank and Lender Group. Implementation

of the program has begun.

Program The Water Monitoring Plan establishes the tests and data gathering
Components requirements that will help protect water quality in the Project area.

Surveying of local surface water and groundwater usage
practices prior to the commencement of Project-related surface
water or groundwater withdrawals.

Monitoring of local surface water and groundwater resources
while Project-related construction phase water withdrawals are
occurring.

Monitoring of water obtained from Project-installed groundwater
source wells/boreholes.

Monitoring water quality in the area of permanent project
facilities in Chad and Cameroon.

Monitoring groundwater at the Project's engineered solid waste
landfill sites at Komé in Chad, and Dompta and Belabo in
Cameroon.

Monitoring of liquid effluents directly discharged to onshore
surface water bodies.

Monitoring of liquid effluents discharged from the Floating
Storage and Offloading vessel.

Implementation Initial steps have already been taken in the field to implement the Water
Monitoring Plan.

The baseline survey of water usage practices was completed this
quarter after being launched last quarter.

51



Water Quality

* Training continued for EMP monitors who test water quality
using field laboratory kits custom designed for the project by the
Hach Company. The kits are now in the field and water tests are
being conducted on the prescribed schedule.

Esso environmental monitor Vivienne Embe Tataw, based at the Belel work
camp in Cameroon, runs a water quality check using equipment from one of
the Project’s field laboratory test kits.

* Contractors monitored water withdrawal volumes from 30
surface water bodies this quarter, ensuring that no more than
10% of the existing flow is removed.

An environmental monitor for contractor SOGEA-SATOM checks withdrawals
of water from a stream near Belel in Cameroon. In this case the contractor was
using the water to keep dust down during road upgrading work.

* Groundwater monitoring wells were installed at the soon-to-be-
constructed Komé Waste Management Facility in the Oilfield
Development Area of southern Chad. Two engineered landfills
will exist at this facility — one for landfillable solid non-
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hazardous wastes and another for landfillable solid hazardous
wastes.

Dr. Grant Batterham from the COTCO office in Douala and Gaelle Baldelli of
URS (a Project environmental consultant based in Paris) use a special plastic
bailer to obtain a baseline water sample from one of the new groundwater
monitoring wells associated with the Komé Waste Management Facility. The
samples were subjected to a series of physical and chemical analyses, using
field laboratory equipment and at specialized scientific laboratories.
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Section

Waste Management

esign and engineering efforts related to the Project’s solid waste
landfills, high temperature incinerators, and waste storage
facilities continued to progress in the first quarter of 2001.

The Environmental Management Plans call for groundwater quality
monitoring wells to be constructed at all three landfill locations; Komé
in Chad, as well as Belabo and Dompta in Cameroon. These monitoring
wells must be in place before construction of the landfills begins so a
baseline of water characteristics can be established in advance, making
it possible to detect and take action against any possible groundwater
impacts from the landfills. This quarter the monitoring wells were
completed at Komé and were nearly completed at Belabo. The
monitoring wells for Dompta should be operational sometime around
mid-year. For more on monitoring wells, see the Water Quality section.

Also by mid-year, the first three of five Project waste storage facilities
should be constructed and in use at Komé in Chad, and Belabo and
Ngoundal in Cameroon. These facilities allow the Project to safely store
hazardous waste and other types of waste until facilities are available to
properly dispose of it. Waste storage will also be built at Dompta and
Kribi in Cameroon.

Until proper disposal facilities have been constructed, the Project will
continue to store its hazardous waste materials in safe, leakproof
containers. At the end of this quarter, 34,342 kilograms of hazardous
waste was in storage.

A variety of means are used to properly dispose of non-hazardous
waste, as detailed in the following table.
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<4 Non-Hazardous Waste Tabulation

Kilograms
Domestic Garbage 18,627
Incinerated On Site
Innocuous Solid Waste 8,898
Buried on Site
Recycled to Local 5,110
Communities
Sent to Project Facilities 420
for Disposal
Sent to Approved Third 45,600
Party Facilities
Total 78,595
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Section

Environmental Foundation

he Management Board of the Environmental Foundation has now

been brought to full strength and several significant legal
milestones have been reached in the formal process of establishing the
Foundation.

Board Three public members of the Foundation’s Management Board have
Appointments been added to the two project and host government representatives. The
additions bring the board to its complete roster of five members. The
three new appointees and their positions as described in the Project’s
Environmental Foundation commitment documents include:

Dr. Paulette Bisseck: Professor of Chemistry, University of Yaoundé;
President, Cameroon National Association for Family Welfare,
occupying the position of “well known, highly regarded citizen of the
Republic of Cameroon.”

Dr. Thomas Smith: (Professor of Biology, San Francisco State
University; Director, Center for Tropical Research), as “highly regarded,
internationally recognized biological/ecological specialist.”

Dr. John Mope Simo: (Maitre de Recherche, Ministry of Scientific and
Technical Research, Cameroon), as “highly regarded, internationally
recognized socioeconomic/indigenous peoples specialist”

Two positions had been previous filled by:

Professor Frangois Tchala-Abina: (Permanent Secretary for
Environment, Ministry of Environment and Forests, Cameroon), as the
representative designated by the Republic of Cameroon”

Mr. Ed Caldwell: (EMP Manager, COTCO), as the representative
designated by COTCO.

The (provisional) Management Board met for the first time in late
February in Douala. The meeting focused on capacity building for the
Board.
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Environmental Foundation

Milestones

On March 29, 2001, the Foundation was incorporated as a legal entity in
the Netherlands and officially registered as a “charity foundation” with
the Chamber of Commerce in the Hague.

The Board must now finalize a dossier for submittal to Cameroonian
government officials so that the Foundation can be:

¢ Officially recognized in the Republic of Cameroon as a foreign
organization.

¢ Granted “Public Utility” (tax-exempt) status.
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Compensation
Consultation

Timeline for
Indigenous
Peoples Program

Section

Pygmies

he Project has had several consultation and community
development contacts with the Bakola Pygmies of coastal
Cameroon during the quarter.

During periodic consultations, some Pygmy communities have
expressed disappointment that they have not reaped the benefits of
individual compensation payments taking place at villages along the
pipeline route where the right of way will encroach on crops or other
land uses.

The Project has responded to this concern by explaining that the
situation is a result of an earlier choice made by the Pygmies during
extensive consultations two years ago as the pipeline route was being
finalized.

During the earlier consultation on the pipeline route, Pygmy settlements
nearly unanimously asked that the pipeline avoid their homes, fields
and hunting areas. In response to those consultations, nearly two dozen
pipeline route adjustments were made to minimize the Project’s impact
on the Pygmies. Consequently, the adjusted pipeline route generally
does not encroach on Pygmy land uses. Thus, individual compensation
payments have not been triggered for the Pygmies.

In this quarter’s consultation sessions some Pygmies have also indicated
that they had hoped the development programs of the Indigenous
Peoples Program would be in place by now.

It is anticipated that the Community Development Facilitator for the
Indigenous Peoples Program will begin work immediately after being
hired in the third quarter, assisting Pygmy settlements with formulating
their funding requests to the foundation for development programs.

On that schedule, it is anticipated that funds to support approved
projects could be disbursed by the end of this year.
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Pygmies

Agricultural and In the meantime, on a parallel but separate and complementary track to
Educational the Indigenous Peoples Program, the Project has provided funding this
Development Year for an interim agricultural and educational development program

for the Pygmies.

This development program has been funded by the Project as a
community outreach donation. The program is based on recent
consultations the Project's Pygmy experts have had with the Pygmies.

These people of the settlement of Maboulo are participating in a village
meeting for the Project’'s Pygmy agricultural and educational development
program for 2001. They have just received farming tools purchased by the
Project, including machetes, axes, shovels and the files needed to keep the
tools sharp. School books and supplies are also included in the program.
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International
Advisory Group

Section

External Audit Program

wo key components of the Project’s external audit program have
now been mobilized, the International Advisory Group (IAG) and
the Environmental Compliance Monitoring Group (ECMG).

The six-member IAG group has now been fully appointed and has
conducted its first formal meeting in Washington, D.C. The session
included briefings and dialogue with World Bank staff and Project staff.
It also included a consultation session with NGO stakeholders who
have been critical of the Project during its planning phases.

The IAG, according to a World Bank announcement during this quarter,
“...1s one part of the oversight structure that was proposed by the
World Bank Group to assist with successful implementation of the
project when it was approved by the Board of Directors. It will advise
the World Bank Group and the two governments on overall progress in
implementing the project, including the key objective of reducing
poverty in Chad. In particular, the IAG will identify potential problems
in the use of public revenues, the adequacy of civil society participation,
progress in building institutional capacity, and more generally issues of
governance, environmental management and social impacts. The IAG
will recommend actions to the World Bank Group and the Governments
of Chad and Cameroon to address such problems.”

The IAG panel includes:

¢ Chairperson Mamadou Lamine Loum (former Prime Minister of
Senegal).

* Executive Secretary Jacques Gérin (former Canadian Deputy
Minister of the Environment).

* Professor Jane Guyer (Director of the Program of African Studies
at Northwestern University in the United States).

¢ Hilde Frafjord Johnson (former Norwegian Minister of
Development and Human Rights)
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External Audit Program

External
Compliance
Monitoring Group

¢ Abdou El Mazide Ndiaye (President of the Forum of African
Voluntary Development Organizations, FOVAD, based in
Senegal).

* Dr. Dick de Zeeuw (a Dutch agricultural specialist and Convenor
of a similar independent panel on the Nam Theun Project in
Laos).

The work of the IAG is expected to continue for up to ten years. It is
expected to visit Chad and Cameroon at least twice a year and report
periodically to the President and Board of Directors of the World Bank
Group. All IAG reports will be made public the same day they are
submitted to the World Bank Group.

D’Appolonia S.p.A., an international environmental consulting firm
headquartered in Italy, has been contracted to serve as the ECMG. The
D’Appolonia ECMG team made its first Project visit during this quarter.

A World Bank Group announcement defined the work of the ECMG
with these words: “The Environmental Management Plan (EMP) for the
pipeline project has strict requirements and specifications, and
compliance with these by all parties is spelled out in legally binding
agreements. Compliance and monitoring are very important to the
World Bank Group and the other lenders (Lender Group) to ensure that
the obligations under the EMP are met. To assist both the World Bank
Group and the Lender Group an External Compliance Monitoring
Group (an expert consultant firm) is being engaged that will monitor
and evaluate the performance of COTCO,TOTCO, the Upstream
Operator, and the two Governments to implement their environmental
commitments. The ECMG will make at least four site visits every year
until the project completion date and will confer with the project
companies' representatives, the affected populations, NGOs, and other
parties responsible for environmental compliance monitoring. The
ECMG reports may be released to the public by the Lender Group
and/or the World Bank.”
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External Audit Program

Members of the ECMG held numerous meetings with those involved in the
Project. Here, group members are in a working session with COTCO EMP
monitoring staff in Douala.

ECMG members also met with residents in various villages and settlements in
the oilfield area and along the pipeline route. For example, here they are
visiting with one of the Pygmy settlements along the Kribi-Lolodorf road in
Cameroon.
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