





Community Investment: Focus on Education

Computers for Technical Schools

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

Ephreim Ngono (left), Principal: “Before the donation we had only two computers for our classes and we
can now have a real computer laboratory. Of course we cannot teach computer classes without the

machines. We also need the machines for general learning and to manage a big school like this of almost
1900 students. The students have expressed much joy that they finally have this important working tool.

Lydie Ndzie (center), computer student: “The machines help us master computers and therefore
information. The computer helps me form myself to enter the world after school. | take a computer course

here and it was very difficult. Until the donation | had never even used a computer and had only read about

them in books. | am proud to be a student at this school because now we have computers.”

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

computers. | will also be able to open my seamstress and tailoring shop and use a computer to manage my

own business.”
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Community Investment: Focus on Education

A School for Ndorokaga

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

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

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

Dr. Mahmound Youssouf Khayar

Director of the Masters Degree project:

“We are from scratch here in Chad. This new Masters degree program
gives Chad the opportunity to get very good teachers for the future
Masters classes. We will also develop highly qualified workers for
industrial development in Chad. As a result, these future engineers will
ultimately help us improve the life and economy of our country. We can,
for example, improve our electrical distribution and our new petroleum
industry. We will achieve these things because of a historic collaboration
of all the partners - Europeans and Africans, Senegal and Chad,
universities and businesses.
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Gildas Keimba, new Esso scholarship Masters Degree student:
“With this Masters program our country will have more engineers.
That will help us to fulfill our destiny because we will have more
Chadians as leaders in the companies that come here. Also, more
companies will choose to invest in Chad if they know we have high
level engineers, so that will stimulate even more investment.”

Fulbert Mbailassem, new Esso scholarship Masters Degree student:
“This Masters program gives me the chance to bring something to my
country. We need more high level engineers in Chad and this
program will mean more engineers in the future because the students
in this program will become teachers. For me, personally, this
program will make a big difference in my life. | come from a very poor
family and now | will not be forced to stop. The scholarship will allow
me to continue my education.”
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Community Investment: Focus on Education

An Employee Founds a School
Project connections to communities go beyond formal donations. This school operated by a project
employee and his wife from their own funds is one example.
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In Walia, one of the poorest sections of N'Djamena, Chad, over 700 students attend La Patriote school. A
project Power Plant Operator and his wife, Emmanuel and Claudine Boguel, founded the private
community school with their own funds four years ago and began with only 15 students. Today, in addition
to enough classrooms and teachers for all the students, the school has a library, a computer lab,
telescopes and a microscope-equipped biology lab.
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Pierre Allemegue Assingtadi, Student:

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

Kadidja Mouctar, Student:

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

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

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

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

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

2007 2007 2007 2007 Total to Date

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

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

4 Tracking Chad’s Annual Revenue

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

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

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

Revenue

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

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

market through the export pipeline.

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

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

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

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

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

Corporate Income Tax Revenue Stream

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

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

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

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

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

Chad’s Future Revenues May Fluctuate Significantly

At this time, high worldwide oil prices continue to yield higher than expected total
revenues for Chad, even though the volume of oil has been lower than originally
planned.
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Update: Chad’s Oil Revenue

® As Chad entered the world oil market, crude oil prices were unusually high
and rising. The rising trend continued from 2004 through 2007.

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

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

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

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

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

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

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

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

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

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

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

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

plans an eventual budget of 1 billion FCFA.

Marthe Tubaro

from an association of widows

(at the building they will

renovate for a cafe):

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

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

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

Olivier Ngariam (right)

Secretary ASPEDIAC:

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

Paul Mbainodoum Ngartelbaye

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