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Preface

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

to as the Chad/Cameroon Development Project), covers the period from January through
July, 2007. 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. Currency conversions are based on the current rate of exchange.
This edition utilizes an exchange rate of 490 FCFA to one U.S. dollar.
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Section

Snapshot Summary

At mid-year, the project was bringing online the new Maikeri oilfield and the first phase of the
High Pressure Water Injection project. The two projects will help maintain production levels.

- The project has so far produced over 216 million barrels of crude oil in 237 tanker shipments.
Average daily production so far for 2007 is 147 thousand barrels.

- Drilling crews have added 46 new production wells so far in 2007, for a total of 72 wells in
twelve months and a total inventory of 414 of production wells.

First steps were completed on a power system upgrade to the marine terminal’s Floating Storage
and Offloading vessel. Improvements include the boiler and electricity generation systems.

Project environmental monitors recorded a total of nine Environmental Management Plan non-
compliance situations in the first half of 2007. All but one were categorized Level I, the most
minor level. Five spills occurred during this reporting period.

In January, 220 barrels of crude oil was spilled at the Floating Storage and Offloading vessel.
The spill was contained and dispersed and no oil reached shore. Design changes have been
made on the vessel to prevent any future occurrence.

As July arrived, the project mounted celebrations for all its workers for a major safety
achievement - one year and 22 million work hours with no lost time incidents.

- In Chad, EEPCI employees have operated continuously for 15.8 million hours without a lost
time incident.

- In Cameroon, COTCO employees have operated continuously for 16.5 million hours without
a lost time incident.

- Two groups —drilling and exploration - have perfect records of no lost time incidents since
project development began.

So far in 2007, the project held about 650 public consultation sessions, bringing the four quarters
total to just over 1,300 and more than 29,000 attendees. Activities included:

- The project’s implementation of the action plan in response to the land use situation in the
Qilfield Development Area in southern Chad.

- The outreach effort to provide accurate information to residents of the coastal area around
Kribi in Cameroon following the spill at the Floating Storage and Offloading vessel.

Individual land use compensation paid by the project over the last four quarters totaled over 728
million FCFA ($1.5 million) in cash and in-kind payments. Nearly 11.1 billion FCFA has been
disbursed since the project began.




Snapshot Summary

T he project added long range socioeconomic refinements to its Oilfield Development Area Land
Use Mitigation Action Plan in the second quarter of 2007, finalizing the Action Plan.

- By mid-year, significant progress had already been achieved in each of the plan’s nine goal
areas for 2007.

- For example, more than 50% of the project’s temporary construction land has been
reclaimed. Two-thirds of the project’s well pad land reclamation project has been completed.

Project environmental experts, along with regular monitoring activities, engaged in initiatives to
improve waste management and to prevent marine pollution.

- A multi-disciplinary task force has been appointed in Chad to develop recommendations for
reducing the amount of waste and improving recycling techniques.

- The project participated in a three day consultation and training workshop on preventing
and responding to marine pollution in the coastal areas of Cameroon.

Overall employment levels for the project remained stable in the first half of 2007, although
wages paid to Chadians and Cameroonians rose compared to the last reporting period.

- Chadians and Cameroonians combined held just over 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.

Total purchases of goods and services from local suppliers since the project began surpassed one
trillion FCFA as of the end of the second quarter of 2007.

- In Chad, spending in the last twelve months totaled 100.9 billion FCFA ($204.1 million),
bringing project spending to date in Chad to 628.1 billion FCFA.

- In Cameroon, spending in the last twelve months totaled 28.4 billion FCFA ($58.0 million),
bringing project spending to date in Cameroon to 403.6 billion FCFA.

Clinics operated by the project logged more than 12,000 patient consultations in the first two
guarters of the year. Clinic physicians began conducting local group training sessions as part of
a worldwide program for prevention of pandemic flu.

The project has so far contributed $9.2 million to an array of community, health, and
environmental initiatives in Chad and Cameroon. Activities this period included:

- Relief supplies donations to hundreds of households following a severe windstorm that
killed 17 people in Bébédjia and injured 367.

- Turn over of community clinics in Miandoum and Mokassa following renovation by Swiss
Tropical Institute with funding by ExxonMobil Foundation’s Africa Health Initiative.

- Awarding of over 420 text book prizes at six schools in the Kribi area. The students were
selected by their schools for their academic excellence and citizenship qualities.

- Donation of a new village school and water well at Mbo Nya near Doba in the oilfield area.

Chad’s oil project revenue broke through the $2 billion level. In the first two quarters of 2007,
total project payments for royalties, taxes, fees, permits and duties totaled $757 million.
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Section

Production & Construction

t mid-year, the project was bringing online two projects aimed at

maintaining oilfield production levels. In the new Maikeri oilfield, the
first wells were set to begin producing oil. In Komé, the pumps were about to
spin up for phase one of the High Pressure Water Injection project. In addition:

® Drilling crews have added 46 new production wells so far in 2007, for a
total of 72 wells in twelve months and a total well inventory of 414,

® Crews also completed 105 well enhancement procedures in the first half of
2007, making a total of 208 procedures in the last twelve months.

Production The project has so far produced over 216 million barrels of crude oil in 237
Statistics tanker shipments. Average daily production for 2007 is 147 thousand barrels.

4 Production Statistics for Last Four Quarters
(net volume of shipments from marine terminal)

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

2006 2006 2007 2007 Total to Date

Millions of Barrels 14.9 14.3 13.7 13.3 56.2 216.1
Export Tankers 17 16 14 15 62 237

New Maikeri Intensive work was underway in June, aimed at getting the new Maikeri
Oilfield oilfield ready to go online in late July.

® The manifold system to gather oil from the Maikeri field had been nearly
finished including tie ins from oilfield well sites and connection to the
project’s electricity supply lines.

® The first seven oil wells had been completed and were awaiting the last
steps to make them ready for production.

® Additional well pads were being constructed to make sites ready for the
next phase of drilling to build out the field to full production capacity.

® Automation links were being connected and tested between the oilfield
and the Komé central control room.




Production & Construction

The new Maikeri oilfield is the third additional field to be brought on line
since completion of the original three fields. Each of the three new fields —
Maikeri, Nya and Moundouli - resulted from the project’s intensive
exploration program as it branched out across southern Chad from the original
development fields of Komé, Bolobo, and Miandoum. For example, in the last
year the project moved a drilling rig hundreds of kilometers from Komé,
crossing the river at Sahr and transporting it across the savanna to drill at East
Doseo. Exploration wells were also drilled at Mangara and Timbré.

The First Maikeri Well: Ready for First Oil in a New Oilfield

As its number implies, Maikeri well number one was the initial exploration well that showed the potential
for this new oilfield. It is one of seven initial wells prepared for the startup of the new field. Work continues
to build out the field, constructing additional well pads to prepare for the next phase of drilling.




Production & Construction

Gathering the Maikeri Oil — An Intricate Web of Pipe and Valves

Bringing a new oilfield online requires major construction work at the manifold system that gathers the oil
from multiple wells and sends it on for processing before export. This manifold has already been tied in to
the first seven wells to supply oil from the new Maikeri oilfield and it will eventually collect the oil from all
the Maikeri wells. A row of valves (top, bottom middle and right) makes it possible to control the inbound
flow of oil. Automation systems (bottom left) enable operators to make oil flow adjustments from the Komé
central control room.




Production & Construction

Enhancing Oil Field Productivity — High Pressure Water Injection

-ﬁ

The first phase of the project’s High Pressure Water Injection program was set to go online at mid-year. A
worker is tightening a final joint in the pipe (left) that will bring tens of thousands of barrels of water daily
from the Central Treating Facility to this site in the Komé oilfield. Another worker was preparing to attach
some fittings to one of the high capacity pumps (top right) that will inject the water deep underground in
order to move oil towards the oil wells and thus help sustain daily production volume. The pumps require
large amounts of electrical power, which will be managed by this line of power control units (bottom right).
Up until now, the project’s water injection wells had primarily been utilized as an environmentally safe
method of disposing of water that must be removed from the crude oil before it is put into the pipeline for
export. However, about two-thirds of the 38 water injection wells that were online at the end of June will
be involved in the reservoir pressure support injection program.
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Production & Construction

Upgrading FSO Power Systems

Some of the most
challenging aspects of the
power systems upgrade
have been completed on
the Floating Storage and
Offloading vessel off the
coast of Cameroon. Among
other tasks, deep under the
decks of the FSO, a new
boiler drain tank has been
installed (top) and a
generator has been
upgraded (bottom) to
improve output. More
upgrades are planned over
the next two years,
enhancing the efficiency of
the FSO equipment,
improving automation and
control interfaces, and
providing environmental
protection benefits. For
example, the generator
upgrade makes it possible
to achieve new
international air emissions
standards that took effect
after the FSO was in place.

11



Production & Construction

Building Permanent Headquarters in Douala

Interior work has started (left) at the construction site for the new COTCO headquarters building in Douala
and concrete has been poured for the top floors (top right and bottom right). The next phase of
construction will include installation of plumbing and electrical infrastructure as well as finishing work such
as tiling and windows. The new headquarters will be the center of operations for managing the
Cameroonian portion of the export pipeline, including Pump Stations 2 and 3, the Pressure Reduction
Station at Kribi, and the offshore marine terminal.

12



Context: EMP
Compliance Early
Warning System

Spills

Section

Reportable EMP Situations

roject environmental monitors recorded a total of nine Environmental

Management Plan non-compliance situations in the first half of 2007, three in
the first quarter and six in the second quarter. All but one of the non-
compliances were categorized as Level | situations, the most minor level of non-
compliance. Five 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 11l
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.

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.

13



Reportable EMP Situation

Level Il & 111
Non-Compliance
Situations

One of the five spills during the first half of the year involved a spill into water.
Three of the spills took place in Chad and two in Cameroon. All of the spills
were properly cleaned up and none caused any significant environmental
damage.

15 January: As described in the section below on Level 1l non-compliance
situations, about 220 barrels of crude oil was spilled into the water at the marine
terminal’s Floating Storage and Offloading vessel. The spill was contained and
dispersed before any oil could reach shore. Design changes have been made on
the FSO to prevent any future occurrence.

1 April: 11 barrels of crude oil spilled at the K323 well site in the Komé field. An
operator left a valve closed after a maintenance and testing procedure at the
KM154 manifold and a well flow line ruptured. Actions to prevent a future
occurrence include improvements in communications between the field and the
control room, adoption of an improved valve operation procedure, checks that
specifications are followed during flowline installation, and prevention of heavy
equipment travel on flow line right of ways.

15 May: 16 barrels of crude oil spilled at the K69 well site in the Komé field when
unknown individuals removed a flow line gauge in an attempted theft. A theft
prevention team has been working on the ongoing problem of thefts and
vandalism in the oilfields.

18 May: 1.5 barrels of lubricating oil spilled from a container on a truck
transporting the oil from Douala to Pump Station 3 in Bélabo. To prevent a
future occurrence a risk assessment procedure has been implemented to ensure
inspection of packaging before loading such containers.

30 June: 57 gallons of chemical was spilled in the oilfield area when thieves stole
a pump, releasing the liquid.

One Level 1l non-compliance situation was recorded in January of 2007. No
Level Il non-compliance situations were recorded in the first half of 2007.

Level 1l 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.

15 January Oil Spill at FSO

Just after 7:00 in the morning of 15 January a sheen of oil was spotted alongside
the marine terminal’s Floating Storage and Offloading vessel, permanently
moored 12 kilometers off shore. An estimated 220 barrels of crude oil had been
spilled into the ocean due to a faulty pipe on the vessel. A rapid reaction by
COTCO'’s oil spill response teams contained much of the oil and used a specially
formulated, environmentally safe dispersant solution to dissipate the rest. The
sheen of oil that eluded initial containment was monitored as it drifted 40

14



Reportable EMP Situation

kilometers out to sea and dissipated with no damage to the environment. No oil
reached shore. Following an investigation of the spill cause, a design change was
made on the FSO to prevent any future occurrence.

Emergency Response

The primary treatment of the spill included spans of floating boom deployed
around the oil sheen plus spraying dispersant solution on the drifting sheen
to make sure it safely dissipated without harm to the environment.

The initial response to the spill included teams from the FSO, the Pressure
Reducing Station at Kribi, and the COTCO headquarters in Douala.

In case extra equipment and dispersant was needed, emergency managers
also activated the mutual aid oil spill response agreements with other oil
producers working offshore of Cameroon.

Two international experts on oil spills were brought in from England to
advise the response teams and ensure that the dispersant was being properly
applied.

The uncontained sheen, as expected, disappeared over the course of four
days as it responded to the dispersant and the natural weathering effects of
the ocean water.

Monitoring included boats and helicopter over-flights. Environmental
monitors and the two international spill experts tracked the uncontained
sheen as the currents and wind carried it far out to sea and away from the
shore. By day four of the response, all of the sheen had disappeared.

Notifications & Consultation

As set out in the project’s oil spill response plans, an array of Cameroonian
government agencies was notified immediately following discovery of the
spill. The Douala headquarters team kept the agencies posted on
developments as the situation unfolded.

A media liaison operation was established by the headquarters response
team to help make sure the public was kept informed. Queries from the
media were answered as they were received.

A few days after the spill it became clear that inaccurate news reports and
rumors were causing concern among residents of the Kribi coastal area.
Briefing teams were dispatched to the area to provide accurate information
directly to the coastal villages. The teams were able to dispel erroneous
reports that oil was coming ashore and that oil had killed fish.

An inspection tour was conducted for key stakeholders along the Kribi area
beaches and by helicopter over the spill area. The site visit was headed up by
the Préfet of Ocean Department and included representatives from the
Ministry of the Environment and Nature Protection, the Comité de Pilotage

15



Reportable EMP Situation

et de Suivi des Pipelines. (Cameroon’s Pipeline Steering and. Monitoring
Committee or CPSP), the World Bank, the Mayor of Kribi, and COTCO.

Corrective Action

® The spill cause investigation revealed that a ballast water pipe running
through an oil bunker on the port side of the vessel had developed a flaw
allowing oil to reach the sea. The pipe had been used on the former tanker to
balance the ship but was no longer in use after its conversion to a Floating
Storage and Offloading vessel.

® The flawed pipe has been removed and its opening in the hull of the vessel
has been sealed off with welded steel plate. A matching undamaged pipe on
the starboard side of the vessel has also been removed and its opening sealed.

Responding to the FSO Oil Spill

One primary spill response tool was floating boom (top and bottom middle) that is stockpiled throughout
the project area. As soon as the oil sheen was discovered alongside the vessel (bottom left), COTCO spill
response teams went into action by deploying lengths of the boom. They then collected oil contained by
the boom using absorbent pads (bottom right).

16



Reportable EMP Situation

Outside the boom, the spill response included dispersant and monitoring. Boats applied dispersant solution
(left) to the spill, an internationally accepted mitigation technique included in the project’s oil spill response
plan. The dispersant promotes the natural dilution and weathering processes that take place with oil in
ocean water. In addition, boats and helicopter over-flights (right) maintained a close watch on the remaining
oil sheen, tracking it as it was pushed away from shore and out to sea by currents and wind. By the fourth
day the sheen had disappeared. Monitors confirmed no fish were affected.

COTCO'’s
Community
Relations Officer
for Kribi (left)
meets with
fishermen
regarding the
January spill.

Fisherman Pascal Herve Bokamba (far right), Président de la Communauté des Pécheurs Mboamanga
Kribi: “We were very angry when we heard about the spill because we worried it would affect the fishing.
However, we did not have individual damage. No oil came to the shore and no dead fish were seen.
COTCO did a good thing in cleaning it up. We generally feel our fish production has dropped with the
arrival of two things about twenty years ago. The coast of Cameroon is a tanker road for vessels going here
and to Nigeria and Angola. And big factory fishing ships arrived in the eighties from Nigeria, Angola, China
and Japan. We are only in small pirogue canoes and the big factory ships can go where we cannot go.”

17



Reportable EMP Situation

Fisherman Otto Epelan stands at his scales
as a customer hefts a carp that Epelan caught
off shore from Kribi. He reports: “Fishing is
about the same as it has been.”

Reportables 4 Total Reportable Situations by Country
Tally for 1st &

1st Qtr 2007 2nd Qtr 2007
2nd Quarters Level | Levelll Levellll Total|Levell Levelll Levellll Total
Chad 1 0 0 1 2 0 0 2
Cameroon 1 1 0 2 4 0 0 4
Total 2 1 0 3 6 0 0 6

4 Non-Compliance Situations by Company

1st Qtr 2007 2nd Qtr 2007

Levell Levelll Levellll Total | Levell Levelll Levellll Total
AGF 0 0 0 0 1 0 0 1
COTCO 0 1 0 1 0 0 0 0
EEPCI 1 0 0 1 0 0 0 0
Fokou Foberd 0 0 0 0 1 0 0 1
LAMINALCO 0 0 0 0 1 0 0 1
PSN 1 0 0 1 1 0 0 1
TCL 0 0 0 0 1 0 0 1
TPL 0 0 0 0 1 0 0 1

18



Reportable EMP Situations

4 Non-Compliance Situations by Category

1st Qtr 2007 2nd Qtr 2007
Level | Levelll Levellll Total | Levell Levelll Levellll Total
Hiring/Employment Practices 1 0 0 1 3 0 0 3
Waste Management 1 0 0 1 0 0 0 0
EMP Work Release 0 0 0 0 1 0 0 1
Spill Prevention 0 1 0 1 0 0 0 0
EMP Reporting 0 0 0 0 1 0 0 1
Socioeconomic 0 0 0 0 1 0 0 1
Total 2 1 0 3 6 0 0 6
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Section

Safety

As July arrived, the project mounted celebrations for all its workers for a major
safety achievement - one year with no lost time incidents. The twelve month

achievement included a total of more than 22 million work hours ranging through
every aspect of the project from drilling to pipeline and plant operations to offices.

® |n Chad, EEPCI employees have operated continuously for 15.8 million hours
(since June, 2006) without a lost time incident.

® |n Cameroon, COTCO employees have operated continuously for 16.5 million
hours (since January, 2003) without a lost time incident.

® Two groups —drilling and exploration - have perfect records of no lost time
incidents since project development began. Drilling has logged 21.7 million
hours with no lost time incident. The oil exploration and seismic group has no
lost time incidents worldwide since 1994, including 3.3 million hours in Chad.

4 Project Recordable Incident Rate - A Record of Improvement
(Recordable Incidents per 200,000 Working Hours)

0.5 1
0.40 0.39
0.4 4 p—
0.31
031 0.24
0.2 4 0.17
0.13
- l I
O ) ) ) ) ) 1
Since 2000 3Q06 4Q06 1Q07 2Q07 12 Months

The Recordable Incident Rate captures even minor injury accidents, a broader safety
performance measure than the Lost Time Incident Rate. Project workers cut their quarter-
by-quarter Recordable Incident Rate dramatically in the first two quarters of 2007, to about
half of the rate in late 2006. The current 12 months rate of 0.24 incidents per 200,000
working hours is 1 1/2 times better than the U.S. petroleum industry average.
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Safety

Celebrating a Safe Year - Food, Music, Dancing & Awards

Throughout the project area, parties and awards of recognition celebrated the major safety achievement
of one year without a lost time incident. This celebration at Komé included a special dinner as well as
entertainment by musicians and dancers for over 1,000 workers. Twenty work groups received carved
wooden plaques to commemorate their contribution, each of the twenty having completed four full years
without any lost time incidents. (For more information on the wooden plaques, produced by a local wood
carver, see the section on Local Business Development.)

22



Safety

Context:
Accident
Reporting

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.

® |n 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.

Restricted Work Ten restricted work and medical treatment cases were recorded by the project

& Medical
Treatment Case

during the first half of 2007, four in the first quarter and six in the second

s Quarter. Looking at the rolling 12 months trend, there were only 26 restricted

work and medical treatment cases in the last 12 months, down from 44 in 2006.

The greater part of the restricted work and medical treatment cases in the first
half of 2007 involved injuries due to human error, including inadequate pre-
job safety assessments, failure to perform equipment maintenance, and failure
to follow proper procedures.
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Safety

Safety Statistics 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. These project safety statistics
are for TOTCO/COTCO/EEPCI and their contractors.

4 On-the-job Injuries (OSHA Reportables)

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

2006 2006 2007 2007 Total (Since 2000)
Fatalities 0 0 0 0 0 4
Lost Time 0 0 0 0 0 21
Restricted Work 3 2 1 2 8 125
Medical Treatment Required 4 7 3 4 18 246
First Aid Cases 12 30 10 26 78 2,404
Worker Hours (thousands) 4,526 4,670 5,951 6,899 22,046 193,930
Trend Analysis
Recordable Incident Rate 0.31 0.39 0.13 0.17 0.24 0.40
Lost Time Incident Rate 0.00 0.00 0.00 0.00 0.00 0.022

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

4 Traffic Safety Tally

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 4 Qtrs Project
2006 2006 2007 2007 Total (Since 2000)
Traffic Accidents 9 12 12 8 41 774

Includes all project vehicle traffic incidents - minor and major vehicle damage accidents plus injury accidents.

4 Traffic Accident Count - Steady Trend of Improvement
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The project’'s annual vehicle accident count has been cut dramatically over the last five
years — now at less than one-third the construction phase level in 2002. The improvement
comes from a campaign of rigorous accident prevention including cause investigations,
defensive driving training, vehicle and driver spot checks, and disciplinary action.
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Safety

Surprise Fire Drill at the N’'Djaména Headquarters

This surprise “muster drill” emptied all the workers from the Komé headquarters building. They filed out of the
building to their posted “muster points” where an accounting was taken by fire wardens assigned to each work
area. Periodic muster drills prepare workers to evacuate quickly and calmly in a time of need such as a fire in
the building. Using the muster procedure helps ensure that everyone is out of the building and safe.

25



Safety

Training for Safety

More than 700 employees have so far passed a specialized safety course put together by the project’s
primary maintenance and construction contractor, PSN. The four hour course is held in a specialized safety
training building that has been set up with a dozen safety training stations. Students must pass verbal and
automated tests at each training station before they are allowed to move to the next station. The training
focuses on skills that are critical to the construction trades such as personal protective equipment (bottom
left), fire prevention and fire fighting (top left), working in confined spaces (right) and many others. A number
of the stations have specially constructed boards where students must select the correct answers in order to
light the green light (bottom left). If they get a red light they must try again until they get it right.
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Safety

Firefighting Class & Drill

At Komé the project has a group of firefighters and fire trucks on standby but a fire or other emergency may
require more resources, especially given that the project operates in a remote area with no urban emergency
services. So, a group of employees has been formed up into a supplemental firefighting team. On this day
they ended their work shifts at the waste management facility. They learned to operate this highly mobile fire
water tank (bottom left). Several times in the last year, brush fires have leapt inside the fence and spread to
the waste site where this piece of firefighting equipment has been stationed.
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Section

Consultation & Communication

During the first half of 2007, the project held about 650 public consultation
sessions, bringing the four quarters total to just over 1,300. More than
29,000 people attended project consultation sessions in the last 12 months.

Two high priority consultation and communications activities so far in 2007
have involved:

® The land use situation in the Oilfield Development Area in southern Chad.
For more information on these activities see the section Update: Land Use in
the Oilfield Development Area.

® The outreach effort to provide accurate information to residents of the
coastal area around Kribi in Cameroon following a spill offshore at the
Floating Storage and Offloading vessel. For more information on these
activities see the section Reportable EMP Situations.

4 Consultation Meetings Tally

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr
2006 2006 2007 2007 Total

Chad

Sessions 74 51 76 61 262

Attendees 7,161 2,181 5,652 3,497 18,491
Cameroon

Sessions 318 250 285 222 1075

Attendees 2,316 2,815 3,394 2,260 10,785
Project Total

Sessions 392 301 361 283 1,337

Attendees 9,477 4,996 9,046 5,757 29,276

Update: In Cameroon, the project’s consultation efforts face dual challenges of distance
and diversity. The project traverses 890 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.

Cameroon’s
Social Statement
Process

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
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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.

During this first half of 2007, the social statement group met three times to
consider progress on the tasks listed in the two current action plans.

® Ten more water wells and water points have been rehabilitated at
Nkolngok, Nkoltara, Mvog-Dzigui, Ekabita, Nguinda (2), Ekanga I, Dang
Patou, Kpockea and Dole.

* Two market shelters in Bibia and Bikoka have been upgraded by
constructing secure storage areas.

® A community meeting house has been upgraded and three doors have
been repaired in Ndzana.
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Section

Compensation

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

four quarters totaled over 728 million FCFA (approximately $1.5 million)

in cash and in-kind payments. A total of nearly 11.1 billion FCFA in individual
compensation has been disbursed since the project began.

4 Tally of Individual Compensation (Millions FCFA)

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

2006 2006 2007 2007 Total Date
Chad 123.6 228.5 173.6 188.0 713.7 5,707.0
Cameroon 1.0 13.2 0.4 0.3 14.8 5,388.5
Project Total 124.6 241.7 174.0 188.3 728.5 11,095.6

Overall Status of Now that most of the project facilities have been completed in both Chad and

Compensation
Program

Cameroon, compensation has stabilized at levels well below those from 2000 to
2003 when construction was underway for the central oilfield facilities, the
initial oilfield development, and the export pipeline system.

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

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

Update: Land Use In the
Oilfield Development Area

he project added long range socioeconomic refinements to its Qilfield

Development Area Land Use Mitigation Action Plan in the second quarter
of 2007, finalizing the Action Plan. By mid-year, significant progress had
already been achieved in each of the plan’s nine goal areas for 2007.

The Action Plan addresses a challenging land use situation involving the
amount of land required to develop Chad’s Doba region oil. The plan will
make it possible to meet that land requirement while at the same time
ensuring that land users are able to sustain their long term livelihoods.

At mid-year, the rainy season arrived in southern Chad and people began planting their crops. These
residents of Dokaidilti village planted ground nuts (peanuts) which they will sell through a farm
cooperative arrangement developed through the project’'s Improved Agriculture Program. The Land Use
Mitigation Action Plan includes steps to enhance this program, one of two livelihood restoration options
the project offers to significantly affected land users who decide against physical resettlement.
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Update: Land Use in the Oilfield Development Area

Context:
Evolution of
Land Use
Situation

EMP Compensation Programs

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

Of this total, the Oilfield Development Area includes about one-sixth of the
villages (61 out of 375). Out of those 61 villages, five have been categorized as
significantly affected by project land needs despite their compensation
payments. 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
utilized 3% of the 100,000 hectares of land in the Oilfield Development Area.
When all the temporary construction use land has been returned the
percentage of use will be just over 1% of the 100,000 hectares.

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

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

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

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

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

Oilfield Development Area Situation

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

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

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

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

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

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

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

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

Action Plan By mid-year, the project had achieved significant progress towards each of the
Progress Report goals setoutin the Action Plan for 2007. The goals were selected during the
process of finalizing the Action Plan in collaboration with World Bank staff.

The 2007 goals have been based on the nine Action Areas described in the
Action Plan, embodying a total of 25 discrete tasks. For each Action Area, an
overall methodology has been established. For each of the 25 tasks, an
expected result has been defined, along with a description of the work to be
done, the resources required to do the work, and the milestones that will be
used to monitor progress towards completion of the Action Plan. A manager
has been assigned by the project operator to oversee all aspects of the Action
Plan implementation.

Identification & Assessment: This Action Area focuses on enhancing the land
use Geographic Information System database. An as-built land survey of
existing oilfield facilities has been completed. A village boundary survey was
50% complete at mid-year. About one-third of the work had been done
towards enhancements for the project’s computerized livelihood impact
assessment system.
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Update: Land Use in the Oilfield Development Area

Land Use Impact Reduction: As the table below demonstrates, over half of
the temporary construction land has been reclaimed. By the end of 2007,
nearly all of the temporary construction land in this table will be reclaimed
and formally returned to villages for use in growing crops.

4 Land Reclamation & Return in Qilfield Development Area
(all figures in hectares)

Permanent Operations Land 1226 Central Treating Facility, gathering stations,
public improvements such as roads, etc.
Temporary Construction Land Right of ways, borrow pits, well pad
reductions, old airstrips, etc.
Returned to Villages 540 Available for agricultural use
Reclaimed & Pending Return 391 Awaiting formal quitus ceremony
Pending Reclamation 841 To be reclaimed by end of year
Total 1772
Total Temp./Perm. Land 2998

4 Progress of Well Pad Size Reduction Program
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One major component of the land reclamation program (described above) is the
oil well pad reduction program. At mid-year, two-thirds of all project well pads had
been reduced in size by half and the reclaimed land returned to farmers for crops.
Reclamation operations will resume following the rainy season with an Action
Plan goal of completing the well pad reductions by the end of the year.

Resettlement: The hiring process is in progress for an expert consultant to
manage this mitigation area. The consultant will begin work later this year on
site specific village livelihood restoration action plans for the most affected
people and villages.

Off Farm Training & Improved Agriculture Training: An expert consultant has
been hired and started field work to identify potential improvements in both
of these livelihood restoration alternatives to physical resettlement.

Third Party Land Compensation: Village consultation has begun to inform
land users of this new provision designed to identify new sources of
agricultural land in village-adjacent areas.
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Update: Land Use in the Oilfield Development Area

Community Compensation: Principles for calibrating community
compensation to the level of village impact have been drafted and village-
level consultation has begun to inform land users of this new program.

Consultation and Communications: English and French versions of the
Action Plan have been published on the Web and distributed in print form,
including to stakeholders in Chad such as the government, NGOs and World
Bank representatives. Village-level public consultations have begun in
support of the implementation of the Land Use Mitigation Action Plan.

Monitoring: Progress reports on the plan goals for 2007 have been provided to
the World Bank and the government of Chad. When complete, the
development of the identification and assessment tools will support the
monthly and annual reports described in the Action Plan.

Consulting Affected Villages on the Land Use Mitigation Action Plan

Residents of Dildo village
participated in one of the
project’s consultation sessions
(top) on the Land Use Mitigation
Action Plan. They heard an
explanation of why the Action
Plan has been created and
about the process for enhancing
the Community Compensation,
Off-Farm Training, and
Improved Agriculture programs.
Dildo is one of five oilfield area
villages (out of 61) designated
as most affected by the
increased land use required to
develop the region’s oil. Chiefs
and elders from nearby villages
joined the meeting (bottom left)
to hear the project briefing and
guestions from the participants
(bottom right).
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Update: Land Use in the Oilfield Area

Dildo Village Chief Joachim Adoum, asked about the Action Plan
consultations and the village’s response: "Information sessions
on the project's action plan have been very good and useful. My
most appreciated information was about the new Community
Compensation program because now we know exactly the
compensation we will get to match the effect the project has had
on our village, the amount of land used. That was not the case
in the past. For development projects, we might ask for
improvement of the dirt tracks which go through the village. They
are not in good shape with a lot of potholes and during the rain
season they breed mosquitoes. One solution would be to put
laterite on these roads. Also, we would consider a program to
improve our technique and equipment for cultivating crops.”

Computerizing ID & Assessment
One of the many enhancements to the
project’s Geographic Information System
land user database involves this bright
yellow handheld computer (top left inset).
Teams of surveyors have been using the
tool to precisely and methodically map
the land and dwellings of each affected
land user. Using the handheld computer
they log land user socioeconomic
information into the computer right in the
field during the interview process. Then,
back at the computerized survey room,
the information is uploaded to the map-
based land user identification and
assessment database system. The
system can then be used to assess land
use situations in a given area to help
develop livelihood restoration programs
and to avoid future impacts where
possible.
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Update: Land Use in the Oilfield Area

Socioeconomic Survey Underway for Enhancing Resettlement Alternatives
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In addition to the identification and assessment survey project, a house-to-house socioeconomic survey
has begun in the Qilfield Development Area. In accordance with the Action Plan, the Chadian survey team
has been trained and is being supervised by an expert consultant from a university in Belgium with
extensive research experience in Chad. The study will develop recommendations for enhancement of the
two alternatives offered to those eligible for physical resettlement — Off Farm Training and Improved

Agriculture Training.
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Update: Land Use in the Oilfield Area

Improved Agriculture Training Continues

As the rainy season began, these farmers were hard at work planting peanuts. An instructor for the
Improved Agriculture Training program (top, on right) began working with this group two years ago,
helping them improve the productivity of their traditional farming methods. For example, they now plant in
rows (bottom right), properly spacing the plants and improving weeding and harvesting efficiency. The
women still use their traditional planting technique (bottom left), dropping seed into holes made by the
men (bottom right) and strolling down the precise rows as they scuff dirt over the seed with their feet.
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Update: Land Use in the Oilfield Area

Participants Talk About the Improved Agriculture Training

Dokaidilti village farmers Charles Djimasdonangal (right,
speaking) and Augustine Nodjiadene: “The training has
been very useful. We have learned new things to improve
the yield of our crop as we work together in the field such as
spacing the crop with these strings. We are also learning
that our soil is poor so we must compost fertilizer and we
need a cart that would make everything perfect. We are
receiving a plow and two oxen along with tools and other
farming needs as part of our compensation. That is good.”

Madjo village farmers Bernard Ngarndouba and family:
“Thanks to the project compensation training | switched to
onions from peanuts and cotton. This has made a good
improvement in our life. You can see the clothes my children
have. They were bought with onion money. We also have
better medicine and can buy meat. We are happy for these
guestions and investigation so the project will have correct
information and it is good the project is listening to us with the
survey that has been taking place.”

Improved Agriculture Training Project Director Firmin
Mansis, from project contractor ORT: “We have now added
economic training sessions to help farmers make better
choices in what they grow and to improve their revenue.
For example, for rainy season we have been
recommending some farmers grow rice and peanuts
because those two crops are demanding higher prices in
the market right now. Some farmers are also going to
make a much better living from onion, garlic and potatoes
instead of salad and cabbage.”
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Update: Land Use in the Oilfield Area

Off Farm Training Program Students Make Progress

The project’s Off Farm Training contractor has nearly 90 project compensation students enrolled in ten
schools that teach a range of skills and businesses such as metal work (top) and clothing manufacturing
(bottom). The metalworking students have been making push carts and peanut shelling machines for
sale. The couture students have learned to make dresses, shirts and pants that they can sell at markets
and they learn business skills that will help them set up and operate their own clothing shops.
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Update: Land Use in the Oilfield Area

Participants Talk About the Off Farm Training Program

-

Couture Student Martin Kandjingar: “I was selected for ek
compensation because the oil project needed my land for pipes i g .r = |
in the oil field. The training has been going very well. Already | s
know how to make two types of dresses, kaba and ronde. Next | a3
will learn men’s clothing like shirts and pants, and how to make g -

more complex dresses. | will train here for one year and then |

will return to my village Bero and open a workshop.” ik

e

Off Farm Training Program Project Director Joel Dingaotabet:
“We have already taken three steps to help improve the
effectiveness of the off farm training. We follow up after

training to make sure the student is succeeding in business.
The students are also encouraged to form cooperatives so
they are better able to make business with the project and to
help each other. Together they are stronger. Finally, we work
with the project to connect the students for work. For example,
since March, 33 of 93 students gained jobs or business
relationships with project contractors.”
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Update: Land Use in the Oilfield Area

Reclaiming Land for Agricultural Use

By mid-year 2007, over two-thirds of the
project’s well pad land reclamation
project had been completed with over
200 hectares of land returned to farmers
for growing crops. The well pad
reclamation program reduces the site’'s
land use by about half and leaves a thick
layer of topsoil in place, pre-plowed for
easy planting. In all, over 50% of the
project’s temporary construction land has
been reclaimed.

Farmer Fidel Nodjiadoum with two of his
children on reclaimed well pad land: “We
grow millet here, the first year on this
new land. In fact, we farmed this land
before. With the compensation in 1997
we were able to get married and buy two
cows. So this has turned out very well, a
nice surprise because | thought the land
was gone and now we have it back.
Now we will be better able to feed our
four children.”
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Section

EMP Monitoring &
Management Program

An oil spill and ocean water quality protection conference in Cameroon
and the appointment of a waste management task force in Chad topped
the list of activities in the EMP monitoring management area during the first
half of 2007.

One other major activity of the EMP department in Chad was the finalization
and ongoing implementation of the Land Use Mitigation Action Plan. That
topic has been covered in its own chapter in this edition. For more information
see the section on Update: Land Use in the Oilfield Development Area.

Waste At mid-year 2007, the project had just over 3,040 tonnes of hazardous waste in
storage and awaiting processing, nearly all of it at the Komé Waste
Management Facility. Some of the stored waste is awaiting batch recycling
following guidelines set in the EMP.

Management

4 Non-Hazardous Waste Tabulation (Kilograms)

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 12 Month
2006 2006 2007 2007 Total

Domestic Garbage
Incinerated On Site 699,886 821,179 370,458 898,762 2,790,285
Innocuous Solid Waste
Buried (land fill) 36,253 57,349 311,768 176,815 582,185
Recycled to Local
Communities 916,491 865,331 1,181,978 1,335,101 4,298,901
Sent to Approved Third
Party Facilities for Re-use,
Recycling, or Disposal 23,426 28,840 56,514 72,772 181,552
Total 1,676,056 1,772,699 1,920,718 2,483,450 7,852,923

A multi-disciplinary task force has been appointed in Chad to work on the size
of the project’s waste generation in Oilfield Development Area. The task force
will develop recommendations to reduce the amount of waste and to improve
techniques for recycling or otherwise disposing of the waste. A set of criteria
for evaluating the waste management alternatives has been drawn up with
EMP compliance being at the top of the list, along with other factors such as
feasibility under the conditions faced in Chad.
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EMP Monitoring & Management Program

Recycling Waste to Local Communities

'

Old crating and other recycled wood scraps like the ones being delivered here would not be worth much
in the industrialized nations. However, for people in Chad the wood scraps have immense value in a
country that has virtually no forests and little infrastructure for importing wood — and a country where most
people have very little money. This wood delivery to Komé | village is one of many distributions of wood,
scrap metal and other recyclables to villages and cooperatives in the Oilfield Development Area. In this
case, the wood will go to make furniture for the office of the village benevolent association that helps
make sure people have a year round supply of food.

Emile Koingar, chief de village of Kome I: “This wood is really important for
us. Our village association helps make sure people have food by storing
some food at harvest time for distribution the rest of the year. We have an
office but no furniture. So we will use this wood to make furniture and we
can have a real office.”
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EMP Monitoring & Management Program

Conference: Preventing & Responding to Petroleum Pollution

\

COTCO'’s environmental experts took a place at the table during a three day consultation and training
workshop on preventing and responding to marine pollution in the coastal areas of Cameroon. The
workshop was organized by Cameroon’s Pipeline Steering and Monitoring Committee with the help of the
World Bank, in the framework of the CEPECE (Projet de renforcement des Capacités de Gestion de
I'environnement dans le secteur pétrolier). Attendees included the Préfet of the Océan department
(bottom right) who opened the conference as a keynote speaker, as well as Cameroon ministerial
agencies, representatives of all the petroleum companies working in Cameroon, and various local leaders
including traditional authorities. Cameroonian television, radio, and newspaper reporters covered the
event and a team of international experts was brought in to help facilitate the sessions.
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EMP Monitoring & Management Program

A Repaired Road and a New Future on the Way to Goyoum

The road heading into the forest from
Bélabo, Cameroon to Goyoum makes a
vital transportation link for maintenance
of the project’s export pipeline, including
two block valves that form a crucial part

of the project’s oil spill response plan.

The road, unfortunately, suffers greatly
during rainy season and at times
becomes a nearly impassable, rutted
track (bottom left). The road has now

been upgraded (top left), along with a
bridge that had fallen into disrepair (top

right compared to bottom right).

Yolande Messina (center rear, in
Mbambo language): “The road
improvement helps because now it is
easier for us to go to town. There we
can have good access to things others
have. We can get help for our sick
children at the clinic. We can buy
basic things like soap and the
kerosene we need for light. Before the
road improvement a car or motorbike
would get stuck in the mud, especially
during rainy season when the road |
was very dangerous. Nobody here
owns a car or motorbike. But we stand

by the road and offer a bit of money =
for a ride and with the road fixed there L~
are people going by so we havea = °
better chance to get a ride.

The renovated road does more than support the project maintenance needs. It has opened up a whole
new access to distant towns formerly not available to residents of roadside hamlets such as these women
and children of Satando, enabling better access to health care, education, and shopping for basic needs.
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EMP Monitoring & Management Program

Ongoing Monitoring Activities: Market Basket Checks for Inflation

=i

‘I

In addition to special projects, the EMP teams constantly monitor environmental and socioeconomic
conditions in the project area — everything from water and air quality to inflation. This Community
Relations Office periodically tours markets in the Qilfield Development area to record prices for a “market
basket” of foods such as meat, salt, various grains, and manioc among other food items. The price data
from this and other project areas is compiled by an independent consultant in order to measure inflation
and to distinguish seasonal price variations from potential economic effects of the project.
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Local Employment

Section

Overall employment levels for the project remained stable in the first half
of 2007 although wages paid to Chadians and Cameroonians rose

compared to the last reporting period. Chadians and Cameroonians combined
held just over 85% of the project’s direct employment jobs.

® \Wage payments to Chadian workers for the first quarter of 2007 totaled an
estimated 3.0 billion FCFA ($6.1 million). For the second quarter, wages
rose again to an estimated 3.1 billion FCFA ($6.3 million).

® \Wage payments to Cameroonian workers for the first quarter of 2007
totaled 1.45 billion FCFA ($3.0 million). For the second quarter, wages
totaled 1.45 billion FCFA ($3.0 million).

Wage estimates have been based on the latest available reports from

project contractors.

4 Tally of Total Project Workforce Quarter by Quarter

End 3rd Qtr End 4th Qtr End 1st Qtr End 2nd Qtr
2006 2006 2007 2007
Chad
Nationals 5,465 5,413 5,519 5,367
Expatriates 1,071 1,025 995 984
Total Chad 6,516 6,438 6,514 6,351
Cameroon
Nationals 1,123 1,121 1,079 1,114
Expatriates 107 108 105 108
Total Cameroon 1,230 1,229 1,1184 1,222
Project Total 7,746 7,667 7,698 7,573
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Local Employment

4 National Employment Level Trends Quarter by Quarter

Number of National Workers

Number of National Workers
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National employment in Chad at mid-year 2007 has been stable for
more than year and Chadians make up 84% of the workforce in Chad.
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National employment in Cameroon rose slightly for this reporting
period by about 8%, largely due to hiring for pipeline right of way
maintenance. Cameroonians make up about 91% of the workforce in
Cameroon.
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Local Employment

Skill Categories 4 National Workers Employment Skill Levels

Supervisory Skilled Semi-Skilled Unskilled

1stQtr 2nd Qtr 1stQtr 2nd Qtr 1stQtr 2nd Qtr 1st Qtr 2nd Qtr
2007 2007 2007 2007 2007 2007 2007 2007

Chad 176 178 2201 2120 1296 1246 1846 1823
Cameroon 152 165 352 385 367 335 226 229
Project Total 328 343 2553 2505 1663 1581 2072 2052
Sem'z'i;)'”ed Unskilled
32%

Supervisory
5%

Skilled
39%

Two-thirds (66%) of the Chadians and Cameroonians working for the project held
skilled, semi-skilled or supervisory positions at mid-year 2007. Skilled jobs include
such positions as oilfield technicians, control room operators, archaeological
aides, two-way radio repair technicians, and welders. Examples of semi-skilled
jobs include food service assistants and welder helpers.
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Local Employment

Village by Village Employment for Local Residents

In the last year, one of the project’s pipeline right of way maintenance contractors has employed
thousands of village residents on a temporary basis. The short term jobs spread the employment among
the 240 villages along the export pipeline within Cameroon, allowing many to share in the pipeline’s
economic benefits. (For more on this contractor, see the section on Local Business Development.)

Employee Jerome Yandanga (left): | have three months
of work from this contract and had two months during the
project construction. These five months may not seem
like very much but in Cameroon they are very valuable.
From this work | was able to put my five younger
brothers and sisters through school. My girlfriend and |
have two children so we now have bought land to secure
our future.

Site Manager Pascal Mbongo (right): The lottery system
we use to hire workers is very important. This way
everybody knows it is fair and we are sharing the work
opportunity among many people. This fair chance for
income makes life better. We also spread a new culture
of safety and health in Cameroon because we give the
workers several days of training. Also, we hold safety
toolbox meetings and we equip the workers with
personal protective equipment such as helmets.”

Training Leads to a Big Job

Achille Tchapga, Control Room
Operator: “Now | can help my
brothers and sisters since | have
this permanent job. | have already
provided them with school fees,
which is a great relief for my
parents. Conditions are not easy
in this country but now with this
job life is better.”

In Project Update Report #19, 18 months ago, Achille Tchapga (left) appeared as he was in a training
class at Pump Station 3, preparing a group of future operators and technicians. Now he has arrived in his
new job as a fully qualified control room operator. He is seen here coordinating some work with 25 year
veteran plant operator Kallie Booys (right) before Booys heads out to do some maintenance on the
equipment that can be seen in the background through the control room window.
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Section

Local Business Development

Total project purchases of goods and services from local suppliers
surpassed one trillion FCFA as of the end of the second quarter of 2007.
Spending for the last twelve months totaled over 129 billion FCFA
(approximately $263.2 million) - a 5% increase over the total for 2006.

® |In Chad, spending in the last twelve months totaled 100.9 billion FCFA
(approximately $204.1 million), bringing project spending to date in Chad
to 628.1 billion FCFA.

® In Cameroon, spending in the last twelve months totaled 28.4 billion
FCFA ($58.0 million), bringing project spending to date in Cameroon to
403.6 billion FCFA.

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

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 12 Months Project to
2006 2006 2007 2007 Total Date
Chad 22.4 25.1 27.5 25.9 100.9 628.1
Cameroon 7.4 7.6 7.0 6.4 28.4 403.6
Project Total 29.8 32.7 34.5 32.3 129.3 1,031.7

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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Local Business Development

Right of Way Maintenance Contractor Generates Thousands of Jobs

[
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This work crew for the Cameroonian company 3N was clearing vegetation around Pump Station 3 at
Bélabo. The company has the contract for right of way maintenance all the way from the coastal town of
Kribi to this location in central Cameroon. The company has 80 permanent workers and hires over 8,000
Cameroonians temporarily in a given year from about 240 villages along the pipeline system, bringing the
workers on for a few weeks or months at a time as the annual maintenance work moves its way along the
right of way.

Owner of 3N Alain Ngue: “l am pleased at my
personal success but it gives me great satisfaction
that through my work there are hundreds of families
gaining income. In Africa we have a culture of simply
meeting our narrow immediate needs. But we
sometimes do not have a big vision for improvement.
| could get work or have a business in North America
or Europe but | stay in Cameroon because | see this
possibility for improvement in Africa. This is the best
way to serve my country.”
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Local Business Development

Cleaning and Maintenance in Douala: Key to Business and Personal Growth

The company CHS, based in Douala, Cameroon,
provides cleaning, garden maintenance and pest control
services at COTCO offices and residences. The
company won its first contract with the project in 2000
after being founded in 1998. CHS has since built on its
work with COTCO to gain relationships with other
international companies operating in Cameroon. The
business employs about 90 people and one-third of
them work at COTCO locations.

Joseph Momha, Owner CHC: “The
COTCO contract has made it possible
to give more Cameroonians jobs. That

is the most crucial point, especially in
this country where it is not easy to get
a job. As a company, we have gained
important experience and skills, as
well as management ability by working
with COTCO. That is because we
must meet standards followed in
Europe and North America. COTCO
even sponsored us at an international
business promotion conference.

Massa Tia, Site Supervisor: | have worked with CHS for two years,
my first job out of school. My family is very large with me being the
oldest of nine children. Thanks to this job | have been able to help
my father very much by supporting these brothers and sisters in
school and with their health care. And | helped one of my sisters get
a job with CHS so she can also help the family in the same way.
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Local Business Development

Outreach to Food Growers in Southern Chad

The project’s catering contractor in the Oilfield Development Area has been conducting an outreach
program to help growers sell food to the project. This meeting in Doba called together several dozen
representatives of small- to medium-sized agricultural cooperatives to give them a training presentation
on how best to organize and succeed in doing business with the catering operation. The meeting was
organized by Esso’s small business coordinator.

Jerome Arnold, Africa Regional Manager for CIS (above): “We used to import almost everything but we
have taken four steps to bring our business in to Chad. We now, at least, import food through Chadian
companies. We also work hard to buy from local farms and meetings like this one are part of that effort.
We have trained the farmers to gather their produce and deliver to us instead of us providing a pick up
service. Finally, we are working to industrialize some food we need. For example, we use 9,000 liters of
cooking oil per month which we import from Cameroon. So we will try to help a business set up a small
factory which will take peanut crops from 300 families.”

Phares Nguinambaye Djekouman (right), Manager
of a food cooperative in Bébédjia: We have come
because we really want to sell to the project. An
arrangement like this would help us because we
could sell in large quantities instead of working so
hard at the village markets. We would also be able
to build our business because with a big payment
we would have the time and the capital to expand.
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Local Business Development

An Unusual Joint Venture of Chadian Companies

With encouragement from the project, six life-long friends have pooled their business holdings to form a
joint venture called Tchad Trading Center. The motivating force for the venture has been a business
opportunity with the project that could not be handled by one business alone. The N'djaména offices were
looking for a company that could supply a wide range of hardware and supplies — everything from pots
and pans to swimming pool supplies, appliances, and vehicle parts. Since no single Chadian company
could manage the project, the friends came together in a joint venture to bid for the business.

In order to comply with project requirements they
have established central warehouses to facilitate
the logistics of fulfilling project orders. Although
small businesses in Chad don't often pool their
businesses in this way, the partners explained that
they have established rules of trust where at least
three of the six must agree on decisions. The
businesses include Etablissement Chema,
Etablissement Rozy, Etablissement Adawai,
Etablissement Arif, Baba Business, and
Etablissement Sebitef.

Malick Shariff (left), Etablissement Chema:
“First our contact with Esso began with some
small orders. Then we heard about a request

for a big multi-year contract and it was more
than one business could do. It was then that we
knew, because of our friendship, that we could
pool our resources and win this business.”

Omar Adawai (right), Etablissement Adawai:
“This has been a good business move for us. It
grew slowly. We began at zero, but this year
has been 40% better and we have a three year
contract.”

Rozy Moustapha, Etablissement Rozy (center): “We are very happy with the payments and procedures.
Esso is a good customer. By working with Esso we have learned about working with big organizations
and their requirements. For example, we now have gained contracts with the United Nations and with
several large international banks working here in Chad.”
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Local Business Development

From a Wood Carver’s Hut: Safety Performance Awards

When the project was planning its big safety celebration to commemorate a year with no Lost Time
Injuries, the safety managers needed a source for awards to be handed out at the ceremony. Rather than
go to a European trophy company, the project’s safety managers decided to find a local source. This
wood carver, Oumar Waejani, got the job. He operates his wood carving business out of a tiny open-sided
hut alongside the road running by Komé Base Camp. (For more information on the safety celebration, see
the section on Safety.)

Oumar Waejani, wood carver in Komé Atan village: “The project hired me to make twenty of the safety
plaques for their celebration. This came at a good time because business has been a little slow. | also had
other work for the project making some plaques of glass and wood. From this money | bought new tools
and one cow for plowing, a big advantage for my family. | have a wife and two children. We also enjoy
some trade with project workers who want souvenirs of their time in Chad and this makes me feel good to
give them a memory of my country.”
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Health

linics operated by the project logged more than 12,000 patient

consultations in the first two quarters of the year. Clinic physicians during
the second quarter began conducting local group training sessions as part of a
worldwide program for prevention of pandemic flu.

Health Tracking 4 Consultations at Project Clinics

Data 30Q2006 4Q2006 1Q2007 202007
Chad 7,082 6,761 5,086 5,265
Cameroon 457 606 832 927
Project Total 7,539 7,367 5,918 6,192

4 Project Worker Health Data

SSS* Events Hospitalizations/
STDs (excluding Malaria & STDs) Observations Medevacs
1Q2007 2Q2007 10Q2007 202007 1Q2007 2Q2007 1Q2007 2Q2007
Chad 73 93 301 257 3 9 2 6
Cameroon 7 15 2 2 9 8 0 0
Project Total 80 108 303 259 12 17 2 6

*SSS: Early warning system used to identify changes in disease rates. Some examples of diseases covered
by the SSS include gastrointestinal, dermal and respiratory diseases.
Malaria The incidence of malaria increases sharply with rainy season which provides a
Stewardship breeding ground for mosquitoes. Rainy season had been underway for a short
while at the end of the second quarter. However, no malaria cases have been
reported in the project’s worker population for the first half of 2007.

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.
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Preventing Pandemic Flu

This group of workers gathered in the largest room available at Pump Station 3 to be trained on what to
do in the event of an outbreak of avian flu. They met in the maintenance workshop, which had been
temporarily converted into a classroom to ensure all could attend. The participants received information
about the potential for an outbreak that might spread and a pandemic level of contagion. In addition to
facts about the flu they also were given a demonstration and instructions on how to use their personal
anti-flu kit, which include a supply of face masks, gloves, and other essentials.
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Community Investment

Mbo Nya School & Water Well: “We Could Not Have Done This Alone”

The village of Mbo Nya, near Doba, has a new
donated school and water well. The school,
just being painted following construction, has
been donated by EEPCI and the water well by
one of the project’s oilfield services
companies, The Wood Group.

Since the project began, it has funded a total
of 95 water wells and underwritten 130 school
building or expansion projects. Financing has
come from a combination of community
donations and from micro-development
projects implemented through the community
compensation program.

David Djimrangal, Chef of Mboh Nya village: “The school
will be very, very good, not only for us but also for the six
nearby villages. This will start the development of our
village and our village will be an important center for this
area. We could not have done this alone and we are
grateful to the project for the school and the water well.”
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Update: Chad’s Oil Revenue

had’s total oil project revenue broke through the $2 billion level at mid-
year. In the first two quarters of 2007, project payments for various
royalties, taxes, fees, permits and duties totaled $757 million.

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

1st & 2nd Total

QtrsTotal to Date
Royalties on Crude Oil Sales’ 147 830
Pipeline Related Income 5 37
Corporate Income Tax? 584 1046
Fees, Permits, Duties, Etc. 21 130
Project Total 757 2043

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

4 Tracking Chad’s Annual Revenue
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Chad's revenue from the project for the first half of 2007 was nearly as high as the
total revenue for all of 2006. Consortium payments to Chad have increased sharply
since oil production began in 2003. A primary factor in the increase has been high
market prices for crude oil which contributed to higher proceeds from the 12.5%
royalty paid on oil sales in accord with the 1988 oil convention. In addition, because
of the high market prices, in 2006 the project began paying a corporate income tax.
As provided in the convention, the tax rate has been pegged at 60% for the original
three fields in the Oilfield Development Area.
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Update: Chad’s Oil Revenue

A number of factors determine the amount of the project’s payments to Chad for the corporate income tax.
Corporate income taxes fundamentally depend on the rise and fall of oil sales revenues based on the market
price for Chad’'s Doba crude oil as well as the total volume of oil shipped to world markets. However, the tax
payments also are influenced by annual depreciation of the capital expenditures required to construct and
improve facilities such as the Central Treating Facility (top left) and new oil wells (right and bottom),

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

® Chad receives a 12.5% royalty paid by Consortium members on the gross
sales revenue from crude oil after deducting the cost of transporting the
oil to market through the export pipeline.

® |n 2006, Consortium members began paying a 60% income tax on net
profits from the original three fields. For 2007, the corporate income tax
payments so far have totaled five times the royalty payments.
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Update: Chad’s Oil Revenue

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

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

Corporate Income Tax Revenue Stream

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

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

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

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 favorable oil market, the corporate tax rate for
Consortium members is 60% on the original three fields.

Chad’s Future Revenues May Fluctuate Significantly
It is important to note that it is not possible to predict how long revenues for
Chad will continue at their present elevated level.

® 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 generally reported by the popular news media.

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

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

Infrastructure for the Desert: A Road to the East

The government of Chad has been utilizing oil revenues to build this paved road across the desert,
connecting the capital city of N'djaména with Abéché, the major population center in the east of the country.
So far, about 40% of the road has been constructed. The old “road” — just to the side of the new road and
little more than a track through the sand — still carries camel traffic (top left).

This truck carrying horses and a few
passengers was a few hours outside
N’djaména having traveled for five days
from Abéché. The paved road helped them
get through despite the annual rainy
season, something that might have been
impossible before the new road since rain
turns the old sand track into mud.

Truck driver Malloum Abakar (standing in
door of truck): “This road is a wonderful
thing, making our life so much easier. All
we think about coming from Abéché is
when will we reach the paved road. So
people in Europe and North America can
understand, it takes us four days of 16
hours to go the first 440 kilometers across
the desert sand. It only takes us five hours
to drive the last 310 kilometers on the
paved road.”
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