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Preface

his Project Update, the twenty-first such report for the Chad Export Project (also referred to

as the Chad/Cameroon Development Project), covers the period from July through
December, 2006. When the project completed the construction phase, a milestone marked by the
financial closure procedure in late 2004, the project’s reporting schedule shifted from quarterly
to biannually. Thus, the reports formerly titled Quarterly Reports have now been retitled as
Project Updates to acknowledge the new publishing schedule. Other than the new schedule and
title, the content of the reports remains essentially unchanged. The reports continue to include
the same topics ranging from production and environmental management to safety,
compensation, consultation, employment, local business spending, and health.

This report reflects the activities of the project operating company and its prime contractors,
with a particular focus on compliance with the Environmental Management Plan. Several
entities share responsibility for implementing the project.

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

e Pipeline activities in Chad are conducted by the Tchad Qil Transportation Company S.A.
(TOTCO).

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

e During construction, EEPCI provided project management services to TOTCO and COTCO.

These reports are submitted through, and subject to verification by, the World Bank and Lender
Group as a reporting requirement of the project’s partnership with the Bank and the two host
countries.

This report also represents a commitment to transparency by Esso and its co-venture partners.
By publishing this information, the project wishes to make it possible for the World Bank and
Lender Group, the citizens of the host countries, interested non-governmental organizations
(NGOs), and others to stay well informed about the project as it unfolds.

The reports are posted on the project’s website (www.essochad.com). A limited quantity of
printed reports is also distributed to stakeholders in fulfillment of reporting requirements and
to make information more readily available to the citizens of Chad and Cameroon, where very
few people have access to the Internet. Reports are also available in French.

Please note that October 2000 has been designated as the official start date of the project for the
purposes of data compilation. For consistency, currency conversions have been based on a rate
of 650 FCFA to one U.S. dollar, a rate that has been used throughout the history of these reports.
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Section

Snapshot Summary

Oil shipments reached a new milestone in 2006 - the 200th shipment of crude oil from the
project’s marine terminal at Kribi, achieved just three years after the first sale of oil in 2003.
e In order to sustain the flow of oil at the current rate:

- Drilling crews added 89 new production wells in 2006, bringing the project inventory to
368 production wells.

- Drilling has started at the Maikeri oilfield to begin development of the project’s newest
oilfield, which will include at least twenty new oil wells and go online later in 2007.

- Atotal of 200 well enhancement procedures were conducted to improve production from
existing wells.
e Environmental monitors recorded 11 Environmental Management Plan non-compliance
situations in the second half of 2006, eight in the third quarter and three in the fourth quarter.

- All of the non-compliances were Level | situations, the most minor level of non-
compliance.

- Five small spills occurred during this reporting period.
e Project workers achieved a sixth year of good safety performance records — bettering industry
norms by wide margins.

- The project has a Lost Time Incident Rate of only 0.029 per 200,000 working hours, about
eight times better than the U.S. petroleum industry average of 0.24.

- Project workers have logged 171 million hours of work at a Recordable Incident Rate of
0.43 incidents per 200,000 hours — 1 1/2 times better than the U.S. petroleum industry
average.

e Driver safety in project vehicles has improved significantly in the last five years:

- The project’s annual vehicle accident count has been cut by more than half over the last
five years — now at about 40% of the total in 2002.

- The injury traffic accident rate compares well to the rate for highways in the United States
- 0.17 per million kilometers driven in 2006 compared to the U.S. rate of 0.72.
e During the second half of 2006, the project held almost 700 public consultation sessions,
bringing the annual total to more than 1,400.
- More than 25,000 people attended project consultation sessions during 2006.

- One major consultation event at year’s end was a workshop meeting with traditional
leaders to address a land use challenge in the Oilfield Development Area.




Snapshot Summary

Individual land use compensation paid by the project:

- For the last four quarters, totaled over 776 million FCFA ($1.1 million) in cash and in-kind
payments.

- Since the project began, has totaled more than 10.7 billion FCFA ($16.5 million) in
individual compensation.

Environmental Management Plan monitors and construction crews have implemented a land
use mitigation action plan in the Oilfield Development Area to address a situation where oil
well development has used more land than anticipated. The plan:

- Makes more farming land available in the oilfield area by expediting land reclamation
and return while taking steps to help improve land use planning and community
compensation.

- Incorporates recommendations from an independent study of the project’s compensation
and resettlement plan, plus advice from the World Bank and the government of Chad.

The project has launched a $25 million flare reduction program to help deal with
unexpectedly large volumes of gas from the new Moundouli oilfield. The project currently
flares 40% to 80% of the gas volume flared by similar facilities but it has set a more aggressive
goal to further reduce the need for flaring.

An air quality monitoring study of road dust in the Oilfield Development Area has been

extended to make sure all seasonal effects have been taken into account.

- The study will encompass both the rainy and the dry seasons.

- Meanwhile, road paving in the oilfields in 2007 will include 14 kilometers of new paving
to go with the 9.5 kilometers paved in 2006.

A revegetation and erosion prevention project at the “Big W” section of the export pipeline in
the Cameroon highlands has succeeded. Native vegetation was planted during rainy seasons
and is thriving in the dry season.

Overall employment levels for the project remained stable in the second half of 2006.

- Chadians and Cameroonians combined held 85% of the project’s direct employment jobs.

- Two-thirds (66%) of the Chadians and Cameroonians working for the project held skilled,
semi-skilled or supervisory positions at the end of 2006.

Project purchases from local suppliers totaled nearly 123 billion FCFA ($189.3 million) for

2006. That spending level represents a 9% increase over the 2005 calendar year.

- In Chad, spending for 2006 totaled 93.0 billion FCFA ($143.1 million), bringing project
spending to date in Chad to 527.2 billion FCFA ($811.1 million).

- In Cameroon, spending for 2006 totaled 30.0 billion FCFA ($46.2 million), bringing project
spending to date in Cameroon to 375.2 billion FCFA ($577.2 million).

- Since construction began the project has purchased over 902 billion FCFA (nearly $1.4
billion) in goods and services from Chadian and Cameroonian businesses.

A long time Cameroonian waste recycler has teamed up with a new waste management
business in Chad to win an international competition for a project contract to recycle food
wastes from project kitchens at a site in Bébédjia, Chad.




Snapshot Summary

The project achieved another breakthrough in results from its malaria prevention program,
cutting its already low malaria rate for non-immune workers by another 40% compared to
2005.

- In Cameroon, the project has achieved another full year with no recordable malaria cases
— now at more than four years without a single case.

- In Chad, 11 recordable worker malaria cases were recorded during 2006, all of them in the
non-immune population, half the number in 2005.

- The annual rate has been sharply cut from 11.44 in the starting year of 2002. The project
achieved a rate of only 0.71 cases per 200,000 work hours in 2006.

Two community clinics — at Mokassa and Miandoum - have been repaired and upgraded in
southern Chad, ready to be opened and accept patients. The project has also provided its
traditional support for Chad’s annual polio vaccination program.

Chad’s revenue from the oil project reached and then surpassed a major milestone in 2006.
Chad attained its first $1 billion in project revenue during the year and by the time 2006
closed, the project had paid Chad nearly $1.3 billion total revenue since the project began.










[Insert standard map of project area]




[Insert standard map of original three fields area]
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Production & Construction

Building Permanent Headquarters in Douala

Major construction has been completed on the first floor of the new COTCO headquarters building and
concrete was being poured for the second floor in December. The second phase of construction,
installation of plumbing and electrical and other infrastructure will be the next step. The new headquarters
will be the center of operations for managing the Cameroonian portion of the export pipeline, including two
pump stations, the Pressure Reduction Station at Kribi, and the offshore marine terminal.
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Production & Construction

Celebrating Production, Health, and Safety

T A

B

As 2006 grew to a close, COTCO employees had a triple play celebration. They reached milestones for
production, malaria prevention, and workplace safety — 200 tanker shipments from the marine terminal,
200 weeks with no lost time incidents, and 200 weeks without a recordable malaria case. To celebrate,
the management called the quarterly employee meeting in the garden of a Douala hotel. The party
coincided with worldwide AIDS Awareness day so all the attendees wore their new blue StopAids shirts,
produced to mark the second phase of the company’s peer-to-peer HIV/AIDS prevention program.
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Production & Construction
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Context: EMP
Compliance Early
Warning System

Spills

Section

Reportable EMP Situations

roject environmental monitors recorded a total of 11 Environmental

Management Plan non-compliance situations in the second half of 2006, eight
in the third quarter and three in the fourth quarter. All of the non-compliances
were categorized as Level | situations, the most minor level of non-compliance.
Five small spills occurred during this reporting period.

The three-level ranking system for EMP non-compliance situations was designed
as an early warning mechanism to detect issues and help correct non-compliant
behaviors and practices well before they became serious enough to cause damage.

Level lll
Serious

Impact to
an identified
sensitive resource

Level |
Early Warning

No significant impact to an identified sensitive
resource, but not consistent with the EMP

This pyramid illustrates the project’s early warning system approach for identifying and
managing EMP non-compliance situations. The first two levels serve to alert the
project to potential environmental impacts. Only the top level, Level Ill, indicates actual
serious environmental impact to a defined sensitive resource has taken place.

The project’s Environmental Management Plan requires the reporting of all spills
into a body of water or in a wetland area — no matter how small they might be. In
addition, all land surface spills greater than 150 liters (40 gallons) in volume must
be reported.

17



Reportable EMP Situations

Level Il & Il1
Non-Compliance
Situations

Reportables
Tally for 3rd &
4th Quarters

One of the five small spills during the second half of the year involved a spill into
water. Four of the spills took place in Chad and one in Cameroon. The total
number of spills for 2006 was nine, all of them small. All of the spills were
properly cleaned up and none caused any significant environmental damage.

28 August: About 6.5 barrels of crude and 13.5 barrels of water spilled at an oilfield
flowline excavation in the Komé oilfield. A series of protective measures adopted
as a result of this flowline incident includes pre-work inspections, sand bedding
for line crossings, and use of a special machine to prevent damage to pipes.

4 September: An estimated 20 barrels of crude oil leaked from a flowline in the
Komé oilfield, apparently due to some damage that took place during
construction, causing a failure three years later.

17 October: A little more than 1.5 barrels of crude oil leaked into an oil well reserve
pit during drilling operations. The drilling team has taken action with the drilling
contractor to ensure spill prevention measures are in place on all drilling rigs.

27 November: An estimated 35 barrels of crude oil spilled in the Bolobo oilfield
when the operator of a digging machine struck a crude oil flowline during an
excavation.

10 December: A very light sheen was observed on the water alongside the Floating
Storage and Offloading vessel. The sheen covered about 25 square meters and was
estimated at less than 25-hundredths of a liter of oil. The release was traced to a
piece of equipment on board the vessel.

No Level Il or Level 11l non-compliance situations were recorded in the second half
of 2006. Three Level Il non-compliance situations were recorded in the first half of
the year.

Level Il non-compliance situations are defined as situations that have not yet
resulted in clearly identified damage or irreversible impact to a sensitive or
important resource, but require expeditious corrective action and site-specific
attention to prevent such effects.

Level Il non-compliance situations are defined as critical situations that typically
involve observed damage to a specifically identified sensitive resource or a
reasonable expectation of impending damage.

4 Total Reportable Situations by Country

3rd Qtr 2006 4th Qtr 2006
Levell Levelll Levellll Total| Levell Levelll Levellll Total
Chad 5 0 0 5 1 0 0 1
Cameroon 3 0 0 3 2 0 0 2
Total 8 0 0 8 3 0 0 3
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Reportable EMP Situations

4 Non-Compliance Situations by Company

3rd Qtr 2006 4th Qtr 2006
Levell Levelll Levellll Total | Levell Levelll Levellll Total
CHS 1 0 0 1 0 0 0 0
CIs 1 0 0 1 0 0 0 0
Crystal SA 0 0 0 0 1 0 0 1
EEPCI 2 0 0 2 0 0 0 0
TPL 0 0 0 0 1 0 0 1
Schlumberger 1 0 0 1 0 0 0 0
LAMINALCO 1 0 0 1 0 0 0 0
PSN 1 0 0 1 1 0 0 1
Pride 1 0 0 1 0 0 0 0
4 Non-Compliance Situations by Category
3rd Qtr 2006 4th Qtr 2006
Level | Levelll Levellll Total | Level | Levelll Levellll Total
Health Related 0 0 0 0 2 0 0 2
Sewage / Waste Water Disposal
Equipment and Operation 1 0 0 1 1 0 0 1
Spill Prevention Practices 1 0 0 1 0 0 0 0
Violation of Labor Code 2 0 0 2 0 0 0 0
Waste Management 2 0 0 2 0 0 0 0
Work Notification Release 1 0 0 1 0 0 0 0
Flare Volume 1 0 0 1 0 0 0 0
Total 8 0 0 8 3 0 0 3

Annual Summary: Reportable EMP Situations

4 2006 Total Reportable Situations by Country
Total Non-Compliance Compliance  Reportable

Level | Level Il  Level lll Situations Initiatives Spills
Chad 17 3 0 20 5 9
Cameroon 14 0 0 14 0 0
Total 31 3 0 34 5 9
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Reportable EMP Situations

4 2006 Total Non-Compliance Situations by Company

Levell Levelll Levellll Total |
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4 2006 Total Non-Compliance Situations by Category

Levell Levelll Levellll Total
Air Monitoring 1 0 0 1
Bush Meat Policies 0 1 0 1
Flare Volume 1 0 0 1
General Construction Practices 5 1 0 6
Health Related 5 0 0 5
Sewage / Waste Water Disposal Equipment and 3 0 0 3
Operation
Socio-Economics 3 0 0 3
Spill Prevention Practices 3 0 0 3
Violation of Labor Code 5 1 0 6
Waste Management 3 0 0 3
Water Monitoring 1 0 0 1
Work Notification Release 1 0 0 1
Total 31 3 0 34
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Section

Safety

I n 2006, project workers continued a six year run of good safety performance
records — bettering by wide margins the industry norms for key safety
performance indicators.

® The project as a whole has a Lost Time Incident Rate of only 0.029 per 200,000
working hours, about eight times better than the U.S. petroleum industry
average of 0.24 lost time incidents per 200,000 working hours.

® As 2006 ended, project workers had logged 171 million hours of work and their
Recordable Incident Rate held steady at 0.43 incidents per 200,000 work hours
—more than 1 1/2 times better than the U.S. petroleum industry average.

® The drilling group - the highest risk segment of the petroleum industry - has a
perfect record of no lost time incidents in the six years since development
began in Chad. Drilling industry trade organization statistics give the world’s
drillers an average 0.58 lost time incidents per 200,000 working hours.

® COTCO, the project pipeline company in Cameroon, celebrated a landmark
200 weeks without a Lost Time Incident.

The Chad/Cameroon Development Project follows United States Occupational
Safety and Health Administration (OSHA) guidelines for recording accidents and
injuries, even though the project’s activities take place outside the United States.
The OSHA guidelines provide a comprehensive, consistent, internationally
recognized standard by which the project’s safety performance can be evaluated.

Sadly, two people died in project-related incidents during the second half of 2006.
Although these tragic incidents are not recordable under OSHA guidelines, as
with all major incidents they have been fully investigated and remedial action
taken to prevent further occurrences.

23 July: The off duty day guard at a project residence in Douala, Cameroon,
drowned during an after-shift swim. He was found floating in the pool by the
night guards.

24 December: Six thieves surrounded unarmed guards and an armed Chadian
government gendarme at an oil well in Bolobo oilfield after dark. The gendarme,
who was on government patrol duty, was reportedly afraid for his life and fired at
the thieves. One of them was killed. Project guards are unarmed as a matter of
policy. As members of the national police force, gendarmes carry weapons.

21



i
One key success factor in the project’s safety record
achievements has been its emphasis on pre-work safety
checks. For example, JSAs or Job Safety Analysis
procedures — prepared in advance - foresee risks and
provide a step-by-step risk reduction process prior to
commencing work. Here, a project safety advisor inspects
the book of JSAs kept on the deck of a drilling rig on the
Mangara exploration project.

Frequent company safety checks,
even at remote locations like this |
exploration drilling site at
Mangara, help back up the work
of on site contractor safety
managers. Here, the safety
inspector works with the site
safety people to check the
condition of a hoist cable and to
make sure valves are set correctly
on a piece of safety equipment
called the choke manifold.
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Safety

Context:
Accident
Reporting

Lost Time
Incidents

Restricted Work
& Medical
Treatment Cases

Measuring Safety Performance

The tabulation and statistical analysis of accident reports plays a crucial role in
accident prevention efforts for large industrial projects like the Chad/Cameroon
Development Project.

e |Like many other companies, ExxonMobil has selected the widely
recognized OSHA guidelines as a standard for measuring safety
performance worldwide. Thus, statistics from the project can be compared
to those from other locations.

® (OSHA guidelines are also widely used by many other oil companies and a
number of similar industries, thus providing a further source of
benchmarks for measuring the project’s safety performance.

In addition to worldwide application of the stringent OSHA guidelines, Esso also
complies with all local requirements for compiling and reporting accidents and
accident statistics that may be in force in the countries where it operates. However,
the governments of Chad and Cameroon have not adopted any detailed standards
for accident recording and reporting.

Transparency of Results

Accident reporting by the project in Chad and Cameroon is consistent with, and in
some cases superior to, transparency practices followed in most industrialized
nations.

e All major accidents, including ones that fall outside the OSHA accident
reporting guidelines, are immediately reported to local authorities for
investigation. Local law enforcement authorities generally are on the scene
shortly after a major accident, and the project cooperates fully in all police
investigations. Thus, the project’s reporting of accidents is much the same
as in the United States and many other countries, where police, fire or other
emergency agencies are called to major accident scenes.

e In addition, the project’s OSHA-based safety performance statistics are
published in these Project Update reports. As indicated in the Preface, the
reports are posted on the Internet (www.essochad.com) and hundreds of
printed copies are distributed to a wide array of stakeholders, including
NGOs, in the two host countries and in the international community.

No lost time incidents took place on the project in the second half of 2006. The total
for the year was thus four lost time incidents, a contribution to the project’s low
record of 0.029 lost time incidents per 200,000 work hours.

A total of 16 restricted work and medical treatment cases were recorded by the
project during the second half of 2006, seven in the third quarter and nine in the
fourth quarter. This resulted in a combined total of 44 restricted work and medical
treatment cases in 2006.

The greater part of the restricted work and medical treatment cases in the second
half of 2006 involved injuries due to improper equipment handling, bee and wasp
stings, assaults, and inadequate study of risks prior to starting work.
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Safety

Safety Statistics

Pinch points: Four individuals were pinched by working tools. Safety talks
focusing on proper tool handling were undertaken.

Foreign body contact: Two individuals were affected by dust or chemicals resulting
in eye problems.

Assault: Four on duty guards were assaulted during theft incidents in the oilfields.

Bee and Wasp Stings: Four people were hurt as a result of bee and wasp
stings. Professional vector control experts have been assigned to design
measures to reduce this ongoing injury risk.

Pre-Task Safety Analysis: Accident investigators determined that two
additional restricted work incidents could have been prevented if the
injured individuals had fully completed a risk analysis (such as a Job Safety
Assessment) before beginning work.

As noted above, the project uses United States Occupational Safety and Health
Administration (OSHA) standards as a reference for recording on-the-job injuries,
even though the activities occur outside of the United States. The project safety
statistics presented below are for TOTCO/COTCO/EEPCI and their contractors.

4 On-the-job Injuries (OSHA Reportables)

Incidents involving a location, property or activities owned, controlled or supervised by the project or its prime
contractors.

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 2006 Project

2006 2006 2006 2006 Total (Since 2000)
Fatalities 0 0 0 0 0 4
Lost Time 1 3 0 0 4 21
Restricted Work 2 2 3 2 9 117
Medical Treatment Required 9 15 4 7 35 228
First Aid Cases 25 73 12 30 140 2,404
Worker Hours (thousands) 5,652 5,021 4,526 4,670 19,822 171,884
Trend Analysis
Recordable Incident Rate 0.43 0.80 0.31 0.39 0.48 0.431
Lost Time Incident Rate 0.04 0.12 0.00 0.00 0.04 0.029

4 Traffic Safety Tally

The following tally shows the quarter-by-quarter totals of all project vehicle traffic
incidents, including minor accidents, major vehicle damage accidents, and injury
accidents.

1st Qtr 2nd OQtr 3rd Qtr 4th Qtr Project
2006 2006 2006 2006 Total (Since 2000)
Traffic Accidents 18 19 9 12 58 733
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Safety

4 Total Traffic Accidents
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The project’s annual vehicle accident count has been cut by more than half over the
last five years — now at about 40% of the total in 2002. Project safety trainers and

advisors
accident

ascribe the improvement to rigorous root cause assessments after each
with follow up training on lessons learned from the assessment, combined

with an intensive defensive driver training program backed up by spot checks for
permits and vehicle safety, and dismissal of drivers who fail to complete the training. In

addition,
installed
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digital DriveRight monitors for speed and other safety factors have been
in nearly 500 additional vehicles.

ect-Wide Injury Traffic Accident Rate
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0.72

Project
0.17

As this graph shows, even though Chad and Cameroon can be extremely hazardous
driving environments, the OSHA-recordable injury traffic accident rate for the project
compares very well to the injury traffic accident rate for highways in the United States.
The project rate of 0.17 per million kilometers driven in 2006 compares to the U.S. rate
of 0.72. In addition, the project’s rate has been cut almost in half in the last three years,
down from 0.29 for 2004.
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This major “muster drill” at the Komé central oilfield facilities surprised the residents at mid-evening. The drill
tested the ability of the project to muster all of its workers at the residence and main control center and ensure
that all could be accounted for in case of a major emergency requiring evacuation. Project employees
gathered at muster points under the guidance of assigned block wardens and a resident from each building
was charged with making sure everyone from his or her building had been located.

26



Context:
Cameroon’s
Social Statement
Process

Section

Consultation & Communication

During the second half of 2006, the project held almost 700 public
consultation sessions, bringing the annual total to more than 1,400. More
than 25,000 people attended project consultation sessions during 2006.

One major consultation event at year’s end was a workshop meeting with
traditional leaders in the Qilfield Development Area. For more information on
this event see the section Update: Land Use in the Qilfield Development Area.

4 Consultation Meetings Tally

1st Qtr 2nd OQtr 3rd Qtr 4th Qtr
2006 2006 2006 2006 Total

Chad

Sessions 76 68 74 51 269

Attendees 3,219 3,119 7,161 2,181 15,681
Cameroon

Sessions 213 366 318 250 1,147

Attendees 1,811 2,680 2,316 2,815 9,622
Project Total

Sessions 289 434 392 301 1,416

Attendees 5,030 5,799 9,477 4,996 25,303

In Cameroon, the project’s consultation efforts face dual challenges of distance
and diversity. The project traverses more than 800 kilometers of Cameroonian
land, touching about 240 villages as the pipeline makes its way from Chad to
the Marine Terminal offshore from Kribi. This extremely diverse area includes
dozens of cultures speaking more than 200 local languages and dialects, and it
ranges over mountains, plateaus, dense forest, and coastal swamps.

Inevitably, this diverse area generates an equally diverse array of concerns
among the project area residents. In order to manage these concerns and
provide a framework for resolving them, the project has developed the Social
Statement process that involves Cameroon’s Pipeline Steering and Monitoring
Committee, NGOs, and COTCO. The project annually collaborates with this
group and the affected villagers to develop a prioritized list of village-level
grievances — the Social Statement.

As this report goes to press, all priority cases listed in the two action plans
covering years 1 and 2 of the Social Statement process are closed or in
progress.
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Consultation & Communication

Social Statement: Putting a Food Grinder to Work

Project-by-project, the social statement
process has been resolving a list of
outstanding concerns and grievances. Here in
the village of Bidou, in the forest north of Kribi,
there has been trouble with a food grinder
granted to the village as part of its community
compensation. These grinders make a big
difference in the quality of life for women in the
villages by saving them the hours of labor it
takes to grind manioc, peanuts, tomatoes and
other food ingredients. However, nobody was
trained to use the device in Bidou. Now, the
designated village operator of the Bidou village
food grinder has had two days of training paid
for by the project and the village has been
provided with maintenance tools as well as
fuel and other supplies.

Emille Ndougo, Chef de Village Bidou: “Everything is okay now but the process
was long — three years of waiting. Now COTCO has shown us everything
about the grinder including what foods it can take and how to change the belt.
It has been a good training so we can fix it ourselves. The social statement
program is working. It is very important that COTCO, NGOs, and villages
communicate and work together. We have every two or three months a good
communication. We should also consider having villages from different areas
meet and share information.”
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Consultation & Communication

Social Statement: Fixing Community Compensation Water Wells

The village of Ebaka has a new water well, one of 20
new or refurbished water wells the project
commissioned in Cameroon in 2006. The wells were
granted to communities as part of the community &
compensation program during the construction phase
but for a variety of reasons they have not functioned
as planned. So, the wells have been listed as projects
on the Social Statement agreement with the
government of Cameroon, local NGOs, and the
affected villages.

Isidore Doh, Member of Ebaka Village Water Point
Committee: “Our well was fed by several springs and the
construction of the original basin did not capture all of the

water. The new contractor worked with us in Ebaka and
learned how our well was fed. So, he expanded the capture
area, which you can see is made of concrete and sealed to
prevent contamination. The Social Statement process
worked for us. We talked to the area Community Relations
Officer and now there is a solution.”
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Consultation & Communication

A Safer Bridge at the Lom River

After extensive public consultation, new safety measures at the Lom River bridge have met local concerns
for this crucial river crossing. The railroad bridge includes a pedestrian path which formerly had only a
single pipe handrail with one side open to the river dozens of meters below. As shown here, the footpath
now has been closed in on both sides with wire fencing and double handrails. The bridge belongs to the
rail company but the project provided the improvements at the request of local residents who remember
when a temporary road bridge was in place across the river during the pipeline construction. The
temporary bridge was removed in order to meet Environmental Management Plan agreements with the
World Bank in order to prevent easy vehicle access by poachers of trees and bushmeat animals in the
Deng Deng forest. The railroad and the pipeline run along the west edge of the forest area.

Simon Yawa, Chef de Village of Lom Il with local children:
“The bridge is good, especially because of the school.
We cannot get a school at Lom I, so the school was built
only at Lom | for our two villages. We worried about the
safety of our children crossing the bridge so the handrails
are very good.”
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Consultation & Communication

A Community Gesture for Education

As in the case of the Lom River bridge footpath, the project works
in communities to offer help outside the normal process of
compensation. In the fourth quarter of 2006, the project distributed
boxes of exercise books at many village schools along the pipeline
route. Here in Bemboyo, a village near Pump Station 2 in the
Cameroon highlands, project employees delivered exercise books
to a village school funded by the project a few years ago.

Instructor Wine (standing left, above), Bemboy
School Instructor and Director: “We have very
few books so some students just go home.
Without these materials it is impossible to learn
to write or do mathematics. So we welcome this
donation of 75 exercise books, more of them
than we had ever hoped. This will help us teach
full classes for several months.”

Mohamadou Souaibou (center, right), 13 year old
Student: “I will use this for my class exercises in
mathematics, geography, and history. My home

is here in Bemboyo with my parents, three
brothers, and two sisters. We came here five
years ago for my father to work on the
construction for the oil project and my father has

a permanent job at the pump station warehouse.”

31



Consultation & Communication

A Donated Well in Mbanga

Clear pure water pours from this new water
well at the village of Mbanga, Chad. The village
was the site of an exploration oil well, years
before the project began development. The
project has in the last year been going to each
of these old exploration wells and making sure
they have been properly sealed. For each
exploration oil well there was also a water well
to support the drilling process. The project has
been converting the old water wells into good
drinking water wells and donating them to the
communities or, in cases where the water wells
are too far from a village, new wells are being
drilled right in the village.

Felicité Djimamhadiji, First Wife of Chef de Village at Mbanga: “The new
well is much better for us than this old one. The new well is sealed from
contamination so we have much less worms and diarrhea. Now we only
use this old well for washing clothes and bathing because it is a hole in
the ground and contaminated. | walk to the new well for drinking water
even though the old well is closer to our house.
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Compensation

otal individual land use compensation paid by the project over the last

four quarters totaled over 776 million FCFA ($1.1 million) in cash and in-
kind payments. A total of more than 10.7 billion FCFA ($16.5 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

2006 2006 2006 2006 Total Date
Chad 1925 214.6 123.6 228.5 759.2 5,347
Cameroon 1.0 1.7 1.0 13.2 16.9 5,388
Project Total 193.5 216.3 124.6 241.7 776.1 10,735

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 during the
construction phase — the building of the central oilfield facilities and the export
pipeline system.

® In Chad, ongoing compensation generally relates to new wells and other
facilities aimed at enhancing daily crude oil output. Also in Chad,
compensation peaked somewhat in the fourth quarter because
development commenced in the new Maikeri oilfield.

® |n Cameroon, where construction ended in 2002, there are still occasional
peaks due 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 example, during the fourth quarter the Cameroon compensation total
peaked as the project resolved a Social Statement grievance involving flood
damage to a tree plantation at Angonfeme and Yégué Assi villages. A
swamp area, which had been reclaimed by the project after pipeline
construction, overflowed and flooded the trees. Compensation was paid to
resolve the loss of the trees.
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Update: Land Use In the
Oilfield Development Area

or most of 2006, and now moving forward into 2007, the project has been

taking action to address a challenging land use situation in the oilfields
area. The situation involves the amount of land needed to develop Chad’s oil
while at the same time ensuring that oilfield area villages have enough land
for traditional farming practices. As reported in previous Project Updates:

® Intensive efforts to address the land use situation began early in 2006 as
crews began clearing a backlog of land reclamation obligations so that
temporarily occupied land could be returned to villages for agriculture.

® At mid-year, an independent evaluation study of the project’s resettlement
and compensation program gathered field data and the authors made
additional mitigation suggestions in the course of their work. The project
and the World Bank jointly commissioned the study.

® By year end, full implementation of a detailed action plan was well under
way. The plan addresses all of the near- and mid-term recommendations in
the study. All of the action plan work will be completed by the end of 2007.

This farmer in the oilfield area was harvesting his
sorghum crop in December of 2006, reaping grain he
grew on reclaimed land that had been returned to his
village by the project’s well pad reduction program, a

part of the land use mitigation action plan. The
redesign effort has cut well pad sizes nearly in half.

Victor Djimasroal, Farmer in Qilfield Area: “The
harvest has been good this year and | am happy to
have the land. It will be good food for my family to
make bread and porridge. The project paid for use of
the land already and now | have it back for farming.”
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Update: Land Use in the Oilfield Development Area

Background:
Land Use
Compensation
Program

History

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 only one-sixth of the
villages (61 out of 375). Compensation in the oilfield area has been paid for nearly
2,900 hectares of land involving about 4,000 individual land users. The project has
in fact utilized less than 3% of the land in the Oilfield Development Area.

All the 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 more information on the latest compensation activities, see the section on
Compensation.)

A set of basic EMP principles have guided the compensation effort, including:

® A transparent compensation procedure with a minimum of four disclosure
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 in the
project area 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 goes to an archived
file with a photo of the transaction and the recipient’s thumb print.

® Avoiding resettlement of households through project redesign and by
offering two alternatives to resettlement -improved agriculture training and
off-farm employment training.

Current Situation in the QOilfield Development Area

In the core oilfield area, unlike the other areas of the project, development has
been concentrated into an area of 61 villages rather than spread out in a linear
fashion through more than 290 villages as it is along the export pipeline.

® Asthe land use study indicates, land pressure was already a challenge in a
few oilfield villages even before the project. In addition, livelihoods in the
area have been made more difficult because of the near failure of the cotton
market in Chad.
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Update: Land Use in the Oilfield Development Area

Mitigation Action
Plan Overview

® |t was discovered that the original plan for distributing oil wells in the core
oilfield areas was not sufficient. Although the amount of the oil reserve has
held up, more wells than expected are needed to extract that oil.

® To develop the additional wells, the new wellpads, flow lines, manifolds, and
electrical lines require additional land. Unfortunately, those land needs are
greater than the estimates developed for the Environmental Management
Plan adopted years ago before project construction began.

® These circumstances have made it more difficult for farmers to find crop land
through the usual cultural patterns of village land sharing.

® At the same time, the project unfortunately fell behind in its obligation to
reclaim land and formally return it to villages. Recovering from this backlog is
a major focus of the project’s land use mitigation action plan.

The land use mitigation action plan aims to immediately begin work to help
increase the supply of farming land available in the core oilfield area and begin
taking steps to help improve land use planning and community compensation.
The plan developed by the project incorporates recommendations from the
independent land use study plus advice from the World Bank and the
government of Chad.

Of the 61 villages in the core oilfield area, the land use study authors developed
in-depth case studies for three villages judged to be the most affected. A data-
driven socioeconomic study visited 14 of the most affected communities from the
total of 61 in the core oilfields area. Nevertheless, the following mitigation
measures apply throughout the oilfield area.

Compensating for Use of Communal Land

® The project has begun consultation and design for an innovative
supplemental community compensation program for the Oilfield
Development Area villages.

® The supplemental program, with funding of $1 million, nearly doubles the
already completed community compensation for the core oilfield area.

® The new program includes two improvements that have been greeted
enthusiastically in consultations with chiefs and other traditional leaders.

- Asrecommended by the land use study, compensation will be calibrated
to the actual impacts on each village, with more funds dedicated to the
most affected villages.

- The offered communal compensation micro-development projects will be
much more flexible and this will allow communities to customize their
projects through the public consultation process.
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Expediting Land Reclamation and Land Return

® An aggressive land reclamation effort continued throughout 2006, working to
return land to communities so they could immediately begin growing crops
on the returned land.

® Enhanced reclamation practices have been instituted to further improve some
classes of land before formally returning it to communities, principally the
right of ways for oilfield flow lines and electric utility lines.

® A team of engineers and construction experts has finalized a reduced post-
drilling well pad size.

- The well pad size for production has thus been cut by over half from the
size required during drilling.
- The design has been tested and crews have started reclaiming land to cut
all project well pads to the new reduced size.
Preventing and Tracking Land Use Impact
® The project’s land user and compensation database has been enhanced.

Among other new features it now links to satellite imagery and enables land
use impact analysis down to the household level.

® The viability of households in the villages most affected by project land use
will be monitored annually through a new assessment procedure.

Consulting Local Leaders on Community Compensation Plans

Village chiefs and other leaders gathered in December to hear about and comment on the project’s new
supplemental community compensation plan. The supplement nearly doubles the community
compensation already devoted to the area. Community compensation micro-development projects are
created in consultation with villages - schools, markets, water wells, and other options depending on their
local needs. More than 50 village chiefs and six Chiefs of Canton attended the consultation session.
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Update: Chad Land Use & Resettlement

Local Leader Reaction to Community Compensation Plans

Daengar Ndingambay, Chef de Canton Bero: “It's a good
thing they are changing to match community
compensation to community impact. Now we will go back
to the 23 villages in my canton and get their questions. But
I will tell them this new supplemental community
compensation is a good thing.”

Emanuel Ngardinsal, Chef de village of Dokaidilti: “The
new supplemental compensation is a very good thing. |
especially like the transparency, the way we in the village
will have much choice in how the new compensation is
realized for our development.
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Adoum Jachim, Chef de village of Dildo: “The plan for the
new compensation is very good. Transparency and
choice. We will know the budget so we can make the most
of the funding. | cannot say yet what we will choose in my
village, but we look forward to the consultation with
experts who will help us with our community
development.”

Ismael Moctar, Executive Secretary, Chad’s CTNSC
(project oversight commission): “It has been a long journey
with the community compensation until now. In some ways

it was not quite fair to the most affected villages. So with
these lessons we will do some new compensation. This is
a very good thing for the oilfield area which has had more
impact because so many oil wells had to be added to
exploit the resource. We will look carefully for development
style community compensations that will bring income to
the community. We want villages to really tell us what they
want and not just pick from a list.”
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Land Return and Post-Reclamation Agricultural Use

Raoul Dayim, Chef de Village
Bero: “We are glad to have
this new land that has been
cleared by the project. We will
plow it and plant crops such
as beans, maize, and
sorghum.”

Romain Djimtolnan, Farmer at
Bero: “We once had a small
plot of sorghum here before
the project, but now we can

plant a much larger crop of
food and there will also be
new farming opportunities for
our village people.”

These oilfield area residents spent a morning inspecting land reclamation sites following a formal land
return ceremony at Bero village (top). At this former laterite borrow pit site (bottom), the group discussed
where new crops would be seeded when it comes time to plant. They also made plans for a track for
nomadic cattle herders so the herders can take their traditional route through the location and stop for
water without damaging the crops.

Daengar Ndingambay, Chef de Bero Canton: “| am happy the way things are going. The project repaired
the land but we were not sure we could use it. Now, with the formal procedure, it is clear that we may
plant crops on the land. The well pad reclamation is going very well but one thing | will ask at the borrow
pits in the future is to make sure there is more topsoil over the hard laterite. The speed of the return is
very good because we must get as much land returned as possible before the next rainy season so we
can grow crops.”
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Reducing the Operational (Post-Drilling) Size of Wellpads

Surveyors, engineers, environmental monitors, and heavy equipment operators are in the midst of a
project to cut well pad sizes in half, a reclamation project that will return 147 hectares of land to
communities in the Oilfield Development Area. This well pad was one of the first to receive the new size
reduction design which is now being implemented for all project well sites.
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Tracking and Preventing Land Use Impacts

A team of computer specialists, map builders, and land use experts has reprogrammed the project’s land
tracking database to help remedy problems identified by the land use study. The enhanced database
makes it possible for engineers to collaborate with the land use database team before construction begins
(top) and to spot situations where the sustainability of household farms could be affected. For example,
the database now fully integrates with satellite imagery (bottom left) to better identify small pockets of land
hemmed in by project facilities and thus of reduced utility for farming. The database can highlight
situations where facilities should be redesigned or steps taken to ensure the household has replacement
land. The database also includes digitized records of payments to each household (bottom right).
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4 Land Reclamation & Return in Qilfield Development Area

(all figures in hectares)

Land Classification

Returned to Villages
Reclaimed & Pending Return
Revegetated/Undisturbed

Well Pad Reduction
Pending Reclamation

Available for agricultural use
Awaiting formal quitus ceremony

Land that has naturally revegetated or was
compensated but never used

Well pad reduction program now underway
To be reclaimed by end of year

Temporary Construction

Permanent Operations

Right of ways, borrow pits, well pad reductions, old
airstrips, etc.

Central Treating Facility, gathering stations, public
improvements such as roads, etc.

Total Land

As this table shows, about 26% of all temporary use land has been reclaimed and returned to
villages. Significant amounts of land along flow line and electrical line right of ways has either
revegetated naturally since construction or was compensated but never actually used during
construction. As described above, well pad reduction has commenced and will include all project
well sites. Thus, about 57% of the temporary construction land has been reclaimed, requires no
reclamation, or is already entered into the reclamation process. By the end of 2007 all of the
temporary construction land in this table will have been reclaimed and nearly all of it will have
been formally returned to villages for use in growing crops.

As part of the land use
mitigation action plan, electricity
transmission line right of ways
like this one will get a more
rigorous process of inspection
and reclamation than originally
planned. In this case, even
before treatment, a farmer has
already planted a crop in the
right of way. This class of land
also includes such temporary
land uses as flow line right of
ways.
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Next Steps in the
Mitigation
Process

Study Findings: Near- and Mid-Term

The land use study determined that the affected villages and households in
the Oilfield Development Area: “...are materially and significantly better off
than the control groups who were not affected.” The study went on to say:
“This study’s socioeconomic index shows that individual compensation has
been very effective in restoring (and in most cases enhancing) project affected
households’ standards of housing, ownership of certain household goods and
productive assets, and in increasing their utilization of community services.”

® The index referred to has been utilized in previous studies in the project
area and in other African locales. Residents of the studied villages — 14
communities heavily affected by the project’s land use — scored 10.5 on the
socioeconomic index, about double the scores of the control group.

® To some extent this economic benefit of the project stems from
compensation payments, project employment, and stipends for
participation in the two training alternatives to household resettlement.

Study Findings: Long Term

While the authors of the land use study recognized this positive
socioeconomic finding, they also pointed to a next step. In their analysis they
stated that these near- and mid-term benefits would fade over time and that
long term mitigation would be needed to sustain farm household livelihoods.

* A major theme of the study was a recommendation to develop land
replacement strategies to make up for land utilized for the oil
development and provide enough land for crop rotation and fallow fields.

® |n their analysis the study authors acknowledged that land replacement
would be a challenge since they believe traditional land acquisition
mechanisms are not working well enough to do the job.

® The authors did not propose a land replacement technique. They did
recommend that site-specific solutions be developed for each of the most
affected villages.

Process for Developing Long Term Solutions

Now that the near- and mid-term mitigation action plan is well under way,
the project will begin developing land replacement and other long term
strategies to meet the needs of farmers in the Oilfield Development Area. The
project envisions a multi-step field-based process to ensure practical and
effective solutions.

® The project has begun inviting an array of experts and stakeholders to
collaborate during the solution development process.

® Some of these experts and stakeholders may be asked to participate in
field work, analyzing village conditions and consulting with affected
people. The field work would yield a range of solutions that can be
selected and implemented as appropriate for each village.
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® The project may then engage expert consultants and NGOs to work on the
ground in the villages to help select from among the solutions and create
village-by-village site specific land replacement and sustainability plans.

Drs. George Koppert (right) and Robert
Barclay (not shown) did field work for
the project land use study in mid-2006.
The work included three in depth case
study villages and a socioeconomic
survey that sampled conditions in 14
villages (including the three case study
locations). The study methodology
called for the studies to be conducted
in the more affected villages of the 61
communities in the Oilfield
Development Area.

This aerial view of an oilfield in southern Chad illustrates how clusters of well pad development
intermingle with farming activities. The network of well pads, access roads, flow line right of ways,
electrical line right of ways and other facilities must be sited carefully to minimize impact on the food
productivity of villages and to help provide for crop rotation and fallowing of land to maintain productivity.
These factors all have an effect on the long term sustainability of individual household farms.
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Action to Reduce
Gas Flaring

Section

EMP Monitoring &
Management Program

multi-million dollar flare reduction initiative has been launched at Chad’s

oilfield facilities as the project continues its air monitoring procedures
and works to further reduce dust generated by traffic on oilfield area roads. In
Cameroon, an erosion control and native plant revegetation program has
proven a success and a contractor has recycled tons of project vehicle batteries.

The project launched a $25 million flare reduction program in 2006, a response
to unexpectedly large volumes of gas from the new Moundouli oilfield. In all
the other upper cretaceous oilfields developed so far in Chad the levels of
associated gas have been low, although some gas is always found in the crude
oil emulsion when it is first drawn from the earth.

All petroleum processing facilities have flares as a safety measure to dispose of
excess gas during over-pressure situations. Before the new Moundouli oilfield
came online, the project had cut its flaring to the bare minimum required for
safety reasons, about 1.1 million cubic feet per day. A specific amount of gas
flow must always be maintained in the flaring system. The flaring system
keeps a low flame going constantly to be instantly ready to deal with an urgent
need. For example, if the pressure in a vessel rises too high, an automatic
pressure relief system activates to relieve the over-pressure condition. The
volatile gas cannot be simply vented into the air. Instead, it is sent to the flare
to be safely burned off.

The project uses most of its gas production to run the four electricity
generating turbines that power the oilfield facilities. Natural gas burns cleaner
in the turbines and thus has a lower environmental impact than diesel or other
alternatives. The new $25 million flare reduction program includes gas capture
for the turbines along with several other initiatives.

® |nstalling equipment to separate, compress, and hold gas at Miandoum
Gathering Station, then send it to the Central Treating facility at Komé.

® |nstalling systems to regulate gas during automated responses to over-
pressure conditions.

® Reducing oil production as needed to reduce the amount of collected
associated gas.
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Reducing Gas Flaring in the Oilfield Development Area

Although the project has been flaring 40% to 80% less than other facilities that operate at similar
production levels, it has launched a new flare reduction program to further reduce flaring as much as
possible. The flare (bottom right) burns constantly — much like a “pilot light” on a kitchen range
-maintaining a flow of gas in its system, ready at any time to dissipate excess gas released by the
automatic pressure relief systems at the Miandoum Gathering Station and the Komé Central Treating
Facility (top right.). Technicians (top and bottom left) constantly monitor the level of the flare with an eye
to minimizing it and funneling as much gas as possible to the turbines that drive the electrical generators.
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New Air Monitoring Protocols in Cameroon

New air monitoring protocols have been put in place at project
facilities in Cameroon. A trailer full of delicate instruments has been
replaced by these small, rugged vials (top right) pre-loaded with
pollutant detection compounds. The vials are less susceptible to
breakdown in this challenging situation where spare parts are hard
to get and the fragile trailer had to be transported over bad roads
between monitoring locations. The vials are also relatively
inexpensive so monitoring can be done more thoroughly with
multiple simultaneous stations at each facility. The vials test for
NO, and SO, as required by the Environmental Management Plan.
Once exposed, they are sent to a laboratory for analysis.

R o
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Controlling Dust in the Oilfield Areas

For 2007, the project will pave anotherl4
kilometers of oilfield area road, adding to the 9.5
kilometers paved in 2006 (top). The paving
(bottom right) significantly reduces dust generated
by road traffic (right). Most of the 2007 DBST
(Double Bituminous Surface Treatment) paving
program will be focused on the oilfield area “spine
road,” the most heavily travelled route. Some
villages near the roads where the DBST will be
applied are in the area around Komé plus
Ngalaba, Kaira, Mainani (Bébédjia road), and
Madana (Moundouli road). In non-paved areas,
the project helps control dust using two other
technigues commonly used in Africa on laterite
roads, watering trucks to wet the roads as well as
the application of industrial molasses.
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Monitoring for Dust Levels

An air quality monitoring study aimed at the
road dust issue has been extended to make
sure all seasonal effects have been taken into
account. The first monitoring took place in mid-
2006 as the rainy season was arriving in
southern Chad. In December, another round of
sampling began to assay conditions during the
dry season. The study was prompted by
concerns that road dust might be affecting
ambient air quality in roadside villages and
thus might affect the health of the residents.
The study’s special instruments record levels
of airborne particulate matter over time at a
range of locations. Readings taken at villages
near the project’s main “spine” road are
compared with baseline readings from villages
located some kilometers away from the road.

Martin Nodgjihoroum, Observer for Air Monitoring Sites: “The environment
and weather conditions affect the test so | record in my book rain, traffic,
smoke from bush fires, dust from passing cow herds, the harmattan and so
on. | also guard this valuable instrument. It is good to have the work.”
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Monitoring Water Quality Around Project Facilities

g *

EMP monitors make monthly water monitoring checks around project facilities, in this case at Pump Station
3 near Bélabo, Cameroon. Monthly tests track seasonal variations in the water table by measuring water
depth in special monitoring wells (bottom left and right). Twice a year the monitors take water samples for
laboratory testing. These samples (top and middle left) will go to a laboratory in the Netherlands and be
subjected to more than 100 tests. In addition to sampling the project’'s monitoring wells, samples are taken
from benchmark village water sources (top) within one kilometer of the facility.
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“Big W” Erosion Control & Revegetation

A revegetation and erosion prevention project at the “Big W” section of the export pipeline has proved a
success. Native vegetation was planted (bottom left) before the 2006 rainy season on the steep slopes of
this challenging section of the pipeline route in the highlands of northern Cameroon. The vegetation took
hold and grew lushly in the test area (top and bottom right). The thick growth of grass helped prevent
erosion and survived the dry season. Side-by-side images taken at the same area about six months apart
(bottom left and right) show the extent of the vegetation growth. Now that the test has worked, the native
revegetation program will be expanded to supplement extensive erosion control measures such as
gabions and drainage channels that have already been constructed in the area.
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Waste Atthe end of 2006, the project had just over 2,700 tonnes of hazardous waste
Management instorage and awaiting processing, nearly all of it at the Kome Waste
Management Facility. Some of the stored waste is awaiting batch recycling
following guidelines set in the EMP. Other material had been held in storage
pending the repair of the project’s hazardous waste incinerator system. As
this report was being prepared, the incinerator had been repaired and
brought back into service.

4 Non-Hazardous Waste Tabulation (Kilograms)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Month
2006 2006 2006 2006 Total

Domestic Garbage
Incinerated On Site 858,887 635,568 699,886 821,179 3,015,520
Innocuous Solid Waste
Buried (land fill) 125,186 40,434 36,253 57,349 259,222
Recycled to Local
Communities 1,330,696 1,103,987 916,491 865,331 4,216,505
Sent to Approved Third
Party Facilities for Re-use,
Recycling, or Disposal 253,945 686,174 23,426 28,840 992,385
Total 2,568,714 2,466,163 1,676,056 1,772,699 8,483,632

The category of material sent to approved third party facilities for re-use,
recycling, or disposal grew in 2006 because of a program for re-use of concrete
and other construction-related debris generated from the project to build new
COTCO headquarters offices in Douala.

An innovative business development effort has joined Chadian and
Cameroonian business owners to create a new recycling operation in Chad.
For more information on this new hands-across-the-borders business see the
section on Local Business Development.
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Section

Local Employment

verall employment levels for the project remained stable in the second
half of 2006. Chadians and Cameroonians combined held 85% of the
project’s direct employment jobs.

® \Wage payments to Chadian workers for the third quarter of 2006, totaled
an estimated 3.0 billion FCFA ($4.6 million). For the fourth quarter, wages
fell to an estimated 2.9 billion FCFA ($4.4 million).

® \Wage payments to Cameroonian workers for the third quarter of 20086,
totaled an estimated 1.3 billion FCFA ($1.9 million). For the fourth quarter,
wages rose to an estimated 1.4 billion FCFA ($2.3 million).

Wage estimates 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

2006 2006 2006 2006

Chad

Nationals 6,030 5,303 5,465 5,413

Expatriates 1,180 1,071 1,071 1,025
Total Chad 7,210 6,374 6,516 6,438
Cameroon

Nationals 1,040 1,092 1,123 1,121

Expatriates 107 101 107 108
Total Cameroon 1,254 1,294 1,230 1,229
Project Total 8,464 7,668 7,746 7,667
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4 National Employment Level Trends Quarter by Quarter

Number of National Workers
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National employment in Chad at the end of 2006 had been stable for
three quarters, down from a temporary first quarter peak associated
with the construction of the new Moundouli oilfield. Chadians made up
84% of the workforce in Chad.
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National employment in Cameroon at the end of 2006 rose slightly at
year end although the total was stable, varying by no more than a few
percentage points throughout the year. Cameroonians made up 91%
of the workforce in Cameroon.
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Skill Categories 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
2006 2006 2006 2006 2006 2006 2006 2006

Chad 176 176 2,192 2,175 1,202 1,185 1,895 1,877
Cameroon 143 147 363 358 381 368 248 250
Project Total 319 323 2,555 2,533 1,583 1553 2,143 2,127

Semi-Skilled
24%

Unskilled
33%

Supervisory
5%

Skilled
38%

Two-thirds (66%) of the Chadians and Cameroonians working for the project held
skilled, semi-skilled or supervisory positions at the end of 2006. 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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Work for Local Residents

The project’s two pump stations in Cameroon make a practice of hiring local residents for short term jobs.
They work in a variety of roles ranging from general labor (left) to some specialized jobs such as working
as assistants to this EMP monitor as he conducts monthly water checks (right). As during the construction
phase, when thousands of jobs were available to the villages along the pipeline route, the project
continues to use a lottery system for hiring. Residents of villages who would like work sign up and then
when jobs are available people are hired by public drawing.

Gervais Mbondgi of Bélabo, Hired as Temporary Water Monitoring Assistant: “The system of lottery hiring
is honest, fair and transparent so many people get a chance to work. As a result | have helped my three
younger brothers and sister to go to school.\

Collince Gongen of Belabo, Hired as Temporary Water Monitoring Assistant: “The lottery hiring makes
sure that different people get work. This makes the community happy because without favoritism many
people can solve their problems with health care or sending kids to school or building houses. This has
happened for me with my two children being able to go to school. During the construction many people

had work but knew it would not last. This way there is some help for many.”
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Section

Local Business Development

roject purchases of goods and services from local suppliers totaled nearly

123 billion FCFA ($189.3 million) for the twelve months ending with the
fourth quarter of 2006. That spending level represents a 9% increase over the
spending for the 2005 calendar year.

® |n Chad, spending in the twelve month period totaled 93.0 billion FCFA
($143.1 million), bringing project spending to date in Chad to 527.2 billion
FCFA ($811.1 million).

® In Cameroon, spending in the twelve month period totaled 30.0 billion
FCFA ($46.2 million), bringing project spending to date in Cameroon to
375.2 billion FCFA ($577.2 million).

Since construction began the project has purchased over 902 billion FCFA
(nearly $1.4 billion) in goods and services from Chadian and Cameroonian
businesses.

4 Project Spending with Local Businesses
(In Billions of FCFA and Millions of US Dollars)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 12 Months Project to
2006 2006 2006 2006 Total Date

25.5 FCFA 20.0 FCFA 22.4 FCFA 25.1 FCFA 93.0 FCFA 527.2 FCFA
Chad ($39.2) ($30.8) ($34.5) ($38.6) ($143.1) ($811.1)
7.4 FCFA 7.6 FCFA 7.4 FCFA 7.6 FCFA 30.0 FCFA 375.2 FCFA
Cameroon ($11.4) ($11.7) ($11.4) ($11.7) ($46.2) ($577.2)
32.9 FCFA 27.6 FCFA 29.8 FCFA 32.7 FCFA 123.0 FCFA 902.4 FCFA
Project Total ($50.6) ($42.5) ($45.8) ($50.3) ($189.3) ($1,388.3)

This table was prepared using the latest available data. Data for previous quarters has been updated to
include late reported data.
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Chad/Cameroon Coventure Wins Major Contract

A long time Cameroonian waste recycler has teamed up with a new waste management business in
Chad to win an international competition for a project contract. The unique hands-across-the-border
business partnership joins Douala-based BOCOM with Moundou-based Distribution Services and
has begun construction of a new waste management facility at Bébédjia, Chad. The coventure (60%
Chadian, 40% Cameroonian) won out in the bidding over four other competitors including a major
German multinational company and a French-backed Chadian coventure. The new business will
employ over 50 people. As part of a vision for technology transfer and capacity building between the
two countries, skilled waste management technicians from Cameroon will go to the Chad site to train
and mentor the Chadians as they start up the new business.

This site, an abandoned
waste management
project outside Bébédijia,
is being redeveloped into
a recycling center to
dispose of food and plastic
waste from the project’s
Chadian facilities. The
food will be composted
and converted into
fertilizer, mulch, and
animal food. The new
partnership will also create
a test farm for crops to
help teach local farmers
how best to use the new
products, which are not a
part of traditional
agriculture in the area.

Ahmat Oumar, Chadian Partner in Coventure: “This project is a big
challenge, a very big technology challenge for us, a local company.
We even won our contract against a German company and a French
coventure company with a Chadian firm. | have other profitable
businesses operating from my base in Moundou, but | am focused
here. We must succeed, to show the oil project that local businesses
can handle such difficult projects. The spirit of this project is to greatly
improve agriculture here in the oilfield area.”
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Early Fruit: Chad/Cameroon Coventure Recycles Batteries

The new partnership for waste
management between a Chadian and
a Cameroonian business has borne
fruit even before the new coventure
gets well underway. BOCOM, in
cooperation with Distribution Services
in Chad, has shipped 65 tonnes of old
project batteries from Komé to
Douala. Following project-approved
environmental procedures, the
batteries are being broken up and
their lead plates melted into recycled
ingots of lead like these that will be
shipped around the world.
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Fresh Food and a Long Haul Refrigerated Truck

The catering contractors at project facilities do their best to
source fresh food from local sources, although it can be
challenging to work with many small farmers when so much
volume is needed. At Pump Station 2 the catering contractor
has created a master purchasing arrangement with an
Ngoundaré-based business that acts as a distributor.
Etablissement ABY gathers food from local farmers and
delivers it to the Pump Station, which is hours of driving
away from any major town. In this way the catering
contractor gets the food in reliable quantities and the local
farmers get the economic benefit of the project’s business.

Sali Moussa, Owner of Etablissement ABY: “This work has
made one-half of our business for the last three months so
this if very good for us and our families. Myself, | have sent
my children to school and given money to help my relatives.
We are very pleased that this will be a business for years to
come and if we manage our money well, we can use this
opportunity to build a bigger business.”

The delivery service Fosso Express
Location, owned by Yves Fosso
(right) has a rare commaodity in
Cameroon, a refrigerated truck
capable of hauling frozen food. Every
few weeks the truck picks up a supply
of frozen foods, chicken, meat, fish,
sausage and other supplies from the
Douala warehouse of the catering
contractor and makes the rounds of
the two pump stations in Cameroon.
Here he’s shown offloading a delivery
at Pump Station 2.

Yves Fosso (right), Owner of Fosso Express Location: “| started driving a truck 20 years ago. Only two
years ago | was able to buy this refrigerated truck, which is in demand in this African country because of
the distances to transport fresh and frozen food. A few months ago we got the contract with the new
COTCO catering contractor and this is now about one-half of my business. The expenses of traveling so
far on the difficult roads are great, but the contract has made a big difference in my cash flow and the

overall size of my small business.
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Local Business Outreach in Chad

The project’'s Chadian procurement office has been collaborating closely with the Chadian Chamber of
Commerce and the World Bank to encourage local businesses to bid for work with the project. This
luncheon conference in N'Djaména in December included presentations on upcoming business
opportunities and on the new electronic bidding process. There was also a question and suggestions
session with the attending business owners. Based on that feedback, the project plans to conduct more
business outreach sessions, including in Moundou, Doba and Sabhr in the southern region where the
oilfields are located.

63



Local Business Development
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Section

Worker Health

he project has achieved another breakthrough in the 2006 results of its
malaria prevention program, cutting its already low malaria rate for non-
immune workers by another 40% compared to 2005.

® |n Cameroon, the project has achieved another full year with no recordable
malaria cases — now at more than four years without a single case.

® |n Chad, 11 recordable worker malaria cases were recorded during 2006,
all of them in the non-immune population, half the number in 2005.

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 the starting
year of 2002. The project achieved a rate of only 0.71 cases per 200,000 work
hours in 2006. The project’s operations in Cameroon have not logged a recordable
malaria case for more than four years. There were 11 malaria cases among nhon-
immune workers in Chad in 2006.
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Context: Malaria The project stewards all serious malaria cases. That means tracking all malaria

Stewardship

Other Health
Tracking Datra

cases in the non-immune population and any severe cases, such as those
requiring hospitalization, among the semi-immune population. Members of
the semi-immune population are generally those who have grown up in a
malarial area and thus acquired some resistance to the malaria parasite. The
non-immune population generally includes people who spent the first five
years of their life outside a malarial area.

Peak malaria season strikes each year when the rains arrive and provide
breeding grounds for the mosquitoes that proliferate throughout the project
area and act as a vector to spread the malaria parasite. This circumstance
presents a particular challenge for the project because virtually all operations
are conducted onshore with workers constantly being exposed to mosquito-
borne infection. Offshore oil projects have much lower malaria infection rates
because of the reduced exposure to the disease.

The program that has sharply reduced 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 wearing long
sleeves and pants to avoid bites, supplying living quarters with anti-mosquito
bed nets, and frequent spraying of insecticide.

4 Consultations at Project Clinics

1Q2006 202006 3Q2006 40Q2006

Chad 5,899 4,818 7,082 6,761

Cameroon 611 600 457 606

Project Total 6,510 5,418 7,539 7,367

4 Project Worker Health Data
SSS* Events Hospitalizations/
STDs (excluding Malaria & STDs) Observations Medevacs

3Q2006 4Q2006 3Q2006  4Q2006 3Q2006 4Q2006 3Q2006 4Q2006
Chad 70 29 313 283 0 0 0 2
Cameroon 4 9 0 2 10 4 0 0
Project Total 74 38 313 285 10 4 0 2

*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.
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Preventing AIDS: Phase Two

The peer-to-peer Stop AIDS prevention program has gone to its second phase in Cameroon, moving
out from employees to their families and the wider community. The Stop AIDS program works by

training employees to spread the word.

Maintenance scheduler Clarence
Ella meets here with some of his
colleagues in the control room at
Pump Station 2, introducing them to
a new educational brochure on
community resources for dealing
with HIV/AIDS. Phase | of the
program was focused on employees
with key themes of knowledge,
attitude, and practices. Now Phase
Il will sustain the program and
extend it to families, communities,
and contractors.
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Making Sure the Food Is Safe

Public health conditions in Chad and ' |
Cameroon are a challenge. That's why
food safety gets high priority from
project physicians. They inspect all
food shipments to be sure they have
been correctly handled and kept at
safe temperatures to prevent bacteria
growth in accordance with the project’s
standards for food safety.

Camp doctor for Pump Station 2, Dr. Daniel Edjo’o (right), inspects fresh food as it arrives on a delivery
truck from N’'goundaré after a five hour drive over difficult roads. He rejected a canister of ground peanut
meal (top left) because it was dusty. Under supervision of the catering manager, food handlers wash fresh
lettuce in an antiseptic solution before it goes inside the kitchens for storage.
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Section

Community Health

wo community clinics have been repaired and upgraded in southern
Chad, ready to be opened and accept patients. The project has also
provided its traditional support for Chad’s annual polio vaccination program.

Journees Nationales de Vaccination Polio

Each year the project provides logistics
support for the national polio
vaccination days in Chad. The vehicles
and drivers provided by the project fan
out through the Qilfield Development
Area, transporting nurses to dozens of
locations where they administer the
vaccine. Here, the vaccine is being
administered to a baby at the Doba
clinic, and to a woman and her children
at a vaccination station set up at a
herder camp in the savanna.
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Two Virtually New Clinics Ready to Open

The completely refurbished clinics at Mokassa and Miandoum will soon open to receive patients, the
second and third such renovations in the Oilfield Development Area. A similar renovation was completed
last year at the Komé clinic and two more clinics are scheduled for work in the next year. The ExxonMobil
Foundation’s Africa Health Initiative is funding the project to upgrade all five Qilfield Development Area
clinics. To date, the Africa Health Initiative has donated $1.3 million for health projects in Chad and

Cameroon.

Justin Beral, Nurse,
Moukassa clinic: “We are
eager to get started here at
the clinic now that the main
work has been completed.
We have three exam rooms,
one maternity room, a
waiting room, a pharmacy,
and a laboratory. We will
see about 200 people a
month from 17 villages
surrounding our location.

Amos Doundom, Nurse,
Miandoum clinic: “We serve
21 villages and when the
rebuilt clinic opens we will
expect around 200 patients a
month. We will see many
more during rainy season
when the mosquitoes are out
and spreading malaria. Then
we might see 600 per month.
We hope the new equipment
will be here soon so we can
move into this new facility.
Compared to the old one we
no longer have leaks and it is
bigger. We will also be able
to better serve our patients
because we will have running
water and solar electricity.”
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Update: Chad’s Oil Revenue

had’s revenue from the oil project reached and then surpassed a major

milestone in 2006. Chad attained its first $1 billion in project revenue
during the year and by the time 2006 closed, the project had paid Chad nearly
$1.3 billion total revenue since the project began.

As described in the previous Project Update Report, a major leap in Chad’s
revenue has been driven by a new revenue stream that opened in the last year
— the first Consortium payments of a 60% corporate income tax. Unusually
high worldwide oil prices have also greatly enhanced Chad’s royalty income.

As oil is drawn from the oilfields, new wells must be drilled in order to maintain the rate of production and,
thus, the revenue that goes to Chad and the members of the Consortium. To accomplish this goal, drilling
crews operate around the clock in the southern Chad oilfields. Here, as sunset arrives, a Chadian
“roughneck” can just be seen high up on a platform of the giant derrick of the drilling rig, helping to drive
this new well more than one mile deep into the soil and rock.
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Update: Chad’s Oil Revenue

Total Revenue in $ millions

4 Chad’s Oil Revenue Through 2006 (millions of U.S. dollars)

2006 Total

Total to Date
Royalties on Crude Oil Sales® 284.2 683.0
Pipeline Related Income 9.6 32.2
Corporate Income Tax? 461.8 465.9
Fees, Permits, Duties, Etc. 21.8 108.3
Project Total 777.4 1,289.4

1. Royalties paid in 2006 by all Consortium members.
2 Corporate income tax amount includes payments made by Consortium members and TOTCO.

4 Tracking Chad’s Annual Revenue
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Thanks to the influx of funds from the newly triggered 60% corporate income tax,
along with the unusually high market prices for crude oil, Chad’s revenues have
climbed sharply since the first oil production began late in 2003.

It is important to note that the current high oil prices are unusual and it is not
possible to predict how long elevated revenues for Chad will continue. As
described in previous Project Update Reports:

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

® |n addition, 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.
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Update: Chad’s Oil Revenue

Context: Chad’s
Revenue Picture

Main Revenue Sources
Chad’s oil project revenue includes four main streams of money:

Chad receives a 12.5% royalty “off the top,” 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.

In addition, in the last year the Consortium members have begun paying
Chad 60% of all their net profits from the three original oilfields. During
2006, these payments totaled 160% more than the royalty payments.

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 crude oil to market.

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

New Corporate Income Tax Revenue Stream

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

The current very 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 than expected revenues exceeded operating expenses and
depreciation, thus triggering a 60% corporate income tax for the
Consortium members as provided in the 1988 Convention.

By law the standard tax rate paid by corporations in Chad is 40%. However,
the oil project has a different — potentially much higher — corporate income tax

rate structure. Under the 1988 Convention law, the tax rate for the original
three fields (Komé, Bolobo, and Miandoum) has been linked to the rise and
fall of oil prices. In the current very favorable oil market, the corporate tax
rate for Consortium members is 60% on the original three fields.

73



Update: Chad’s Oil Revenue

A Visit to Doba & Bébédjia: The 5% Funds

Under Chad’s revenue management law, and a subsequent agreement with the World Bank, a
portion of Chad’s revenue must go to the oilfield area — to development projects that directly benefit
the people where Chad’s oil is drawn from the earth. A visitor to the towns of Doba and Bébédjia in
the oilfield region can see several of these projects underway, including a new market, a new school,
a water tower, and a sports stadium.

In the town of Bébédjia, construction of one of the largest town markets in all of Chad was nearly
completed at year’s end. The Bébédjia market has been paid for by the 5% oil revenue funds.

Ousman Djamaladine (bottom left), Supervisor of Works: “Even before it opens we have people coming
here to see this big market on their weekends and at the end of their work day. People are looking
forward to this market. We have built approximately 400 stalls plus benches for small farmers. So, this will
be the biggest market in our region. It is unusual here in Chad to have such an organized market — only
the second market built by the government in the country including the one in N'Djaména. So we here in
Bébédjia call it the Modern Market. It is good we see that the oil money is making a good thing for the
people and everybody is very happy about it.”
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Over the last year, the people of Doba have eagerly been watching the construction of a new higher
education school complex financed with the producing region’s 5% share of the oil revenue. Now that
construction has been finished, discussions are underway in the town to decide on ways to optimize the
use of the school. Visible in the background, one can see the towers of a new chlorinated potable water
supply for the town, built as part of the school project.

Prosperre Dama (bottom left), Superintendent of Works for Construction Contractor Setuba: “The people
of Doba are really happy about the new school. A few months ago, people heard it was almost finished
and we were overwhelmed with visitors who wanted to see it. We even had to organize small groups for
tours. After seeing it, they are now very eager to get the school open. Personally, | can say this is a new
level of infrastructure for Chad — modern and good quality. So, this is a symbol of what Chad can do in the
future with its oil money.”
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A visitor sees soccer everywhere in southern Chad. Children kick makeshift soccer balls in the dirt streets.
Even small villages have active adult soccer teams and compete avidly. In Doba, one of the larger towns
in southern Chad, the residents have had only two flat dirt soccer fields. Now, funded by the 5% funds,
the town will have a 20,000 seat stadium for soccer, as well as track and field, basketball, and handball.
Construction began late in 2006.

Ousman Herda (bottom right), Site Manager for Construction Company SOGECT-Tchad: “We have now
only two flat fields with no seating like the stadium will provide for a good view of events and cheering. So,
as we work we hear from people in Doba who are looking forward to the stadium. So far, even though we
hear news reports of trouble in the East, | can say that the business continues of using the oil money to
help the people.”
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