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Production & Construction

Five years after oil first entered the export pipeline in southern Chad, the
project was approaching a milestone 300 shipments of oil from its marine
terminal at Kribi, Cameroon. This output was made possible by a multi-
faceted production support program that has held crude oil output at a level of
nearly 131,000 barrels per day for the first half of 2008.

® The high pressure water injection program now has 28 wells online,
helping to maintain needed pressure in the oil bearing formations a mile
beneath the surface of the oilfields.

® In the last twelve months, a total of 227 well enhancement procedures were
conducted, 116 of them in the first half of 2008.

® Dirilling crews added 58 new production wells in the last 12 months, 28 of
them in the first half of 2008, bringing the project inventory to 449 active
production wells.

Unusually high world market prices for oil, combined with the project’s
production support program, have yielded $3.25 billion in revenue for Chad in
the first five years of production. That exceeds by far the revenue originally
predicted for the entire 25 to 30 year estimated lifetime of the project. For more
information on this topic, see the chapter on Chad’s Oil Revenue.

Average daily production was 130,700 barrels for the first half of 2008. By the
end of June, the project had produced a total of nearly 266 million barrels of

Statistics e °
crude oil in 291 tanker shipments.
4 Production Statistics for Last Four Quarters
(net volume of shipments from marine terminal)
3rd Qtr 4th Qtr 1st Qtr 2nd Qtr | 12 Month | Project
2007 2007 2008 2008 Total to Date
Millions of Barrels 12.7 13.0 114 12.3 49.4 265.5
Export Tankers 13 14 13 14 54 291
Chad’s The steps being taken to maintain oil production in Chad are designed to deal
Challenging With achallenging and unusual combination of geological issues in the Doba
Geology Basin oil producing area. The full extent of these geological challenges in

Chad’s Doba Basin - and the solutions to meet those challenges - could only be




Production & Construction

completely understood after oilfield development began and many wells had
been drilled. Each new well yielded more data that helped engineers put
together a more complete picture of the geological conditions a mile below the
surface and what to do about them.

So far, the array of solutions includes high pressure water injection, frequent
well stimulations and drilling additional oil wells. The solutions have been
working because engineers estimate:

® The pressure maintenance program, including high pressure water
injection, has increased production by 16 thousand barrels of crude oil per
day beyond what it might have been.

® The frequent well stimulations program has added another five thousand
barrels of production per day.

® The drilling of additional oil wells over the originally anticipated number
has contributed more than 54 thousand barrels of production per day.

® These three solutions together have thus increased current production by a
total of over 75 thousand barrels of crude oil per day over what the output
might have been without these investments.

The Consortium has so far dedicated about two-thirds of its project revenue to
the costs associated with these production enhancements along with other
production expenses.

Issues and Solutions

Issue: Declining reservoir pressure failing to push the oil to the wells
Solution: Inject water deep underground to maintain pressure
Oilfields almost always depend on pressure to move crude oil to the wells. In
the Doba Basin, the water trapped with the oil under a dome of nonporous rock
provides the pressure that pushes the oil to the wells. Higher reservoir pressure
means a stronger pushing force and better recovery of the oil. However, in the
Doba Basin of southern Chad, reservoir pressure has been declining earlier in
the production cycle than was originally expected. To maintain reservoir
pressure and help maintain production levels, the project has built a high
pressure water injection system. The water to supply the injection program is
separated from the crude oil as it is processed for shipment to market.

Issue: Pores in oil bearing sands clog easily, cutting the flow of oil

Solution: Frequent “back wash” well stimulations to clear the clogs
Closer spacing of oil wells to increase access

Many people imagine that oil sits in underground lakes and oil wells are like
soda straws to siphon off the liquid. In fact, however, the oil saturates
subterranean sands. The oil must flow through the pores of the oil bearing
sands to reach the wells. In the Doba Basin oilfields, the oil carries particles
that combine with the oil to periodically block the pores of the formation in a
zone around the well. The project has responded with a program of frequent
well stimulations that back wash the pores in the formation, pushing the




























Safety

Well Pad Anti-Theft Program: A Community Safety Benefit

Theft of well pad fittings continues to be a significant problem in the oilfield area. The thefts present hazards
to the thieves and oilfield communities in addition to the cost of the stolen and damaged property. Hundreds
of protective fences were stolen. Thieves cut into more than 100 high power electrical cables or antennas and
removed bolts from over 150 high voltage transformers. A watchman program in cooperation with national
gendarmes significantly slowed but did not stop the thefts. The project has judged it impractical to reinstall
hundreds of fences only to have them stolen again.

To fight theft and alleviate hazards, the project
has been hardening vulnerable sites.
Telemetry antennas (left) are mounted on tall,
hardened steel poles protected by razor wire.
Electrical cabinets are locked (top right). Bolt
threads (middle right) on high voltage
transformer cases are marred to prevent
removal. Steel pipe and covers (bottom center
and right) encase high tension copper cables
to guard against thieves’ machetes.
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Safety

Celebrating Safety: COTCO in Cameroon

Project workers celebrated their safety achievements throughout the project in June. In Cameroon, COTCO
employees are shown here receiving one of the highest awards for performance in the system of the
project operator, Esso. To earn the Vice President’'s Safety Award, COTCO achieved a five year record of
no Lost Time Incidents in the workplace, one of several factors that contributed to the award.
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Safety

Celebrating Safety: EEPCI and TOTCO in Chad
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Food, dancing, door prizes and congratulations - 2,000 of the project’'s workers in the Chad oilfield area
celebrated their own achievements at mid-year. EEPCI, TOTCO and their contractors completed two
years without a Lost Time Incident in the workplace and received a Vice President’'s Award for safety,
health and environmental accomplishments.
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Section

Consultation & Communication

During the first half of 2008, the project held over 430 public consultation
sessions, bringing the total for 12 months to over 820. More than 21,000
people attended project consultation sessions in the last four quarters.

4 Consultation Meetings Tally

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr
2007 2007 2008 2008 Total

Chad

Sessions 60 54 85 47 246

Attendees 4,665 2,541 2,071 2,449 11,726
Cameroon

Sessions 185 97 160 140 582

Attendees 4,032 1,228 1,757 2,470 9,487
Project Total

Sessions 245 151 245 187 828

Attendees 8,697 3,769 3,828 4,919 21,213

Update:
Cameroon’s
Social Statement
Process

The Social Statement process in Cameroon has cleared all Category 1 cases and
the majority of remaining Category 2 cases. These categories are an integral
part of the process established to manage a diverse array of concerns among
the project area residents, a grievance resolution arrangement to resolve claims
in a fair and expeditious manner.

The Social Statement process involves Cameroon’s Pipeline Steering and
Monitoring Committee, NGOs, and COTCO. This group works with the
affected villagers to prioritize the cases into categories for resolution.

® All 42 of the cases that were designated as Category 1 have now been
resolved. By consensus, Category 1 cases were considered to be the
responsibility of COTCO.

® Nearly three-fourths of Category 2 cases have been resolved, 105 of 146
cases. Category 2 cases are being resolved by the project through its
donation program. For example, the project has rehabilitated several dozen
village water wells in this category.

The social statement collaboration has now focused on remaining Category 3
cases where the social statement group has not yet reached consensus.

25



Consultation & Communication

® About 40% of the Category 3 issues have already been resolved. A total of
159 cases remain.

® The social statement group met multiple times during the first half of 2008,
and made three field visits to personally examine the remaining cases.

Consultation on the Land Use Mitigation Action Plan

.

Much of the project’s consultation and communication focus in the first two quarters of 2008 was on the
land use situation in the Qilfield Development Area in southern Chad. This village meeting in Megada was
held to explain and allow people to ask questions about a land use mapping survey that will be conducted
in the third quarter. For more information on the work being done to mitigate the land use situation see the
section Land Use in the Oilfield Development Area.
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Section

Compensation

Total individual land use compensation paid by the project in the last four
quarters totaled over 635 million FCFA (over $1.4 million) in cash and in-
kind payments. A total of over 11.7 billion FCFA (nearly $19.1 million) 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

2007 2007 2008 2008 Total Date
Chad 147.7 134.6 150.5 186.1 618.9 6,041.9
Cameroon 1.6 6.9 3.0 5.0 16.5 5,659.9
Project Total 149.3 141.5 153.5 191.1 635.4 11,701.8

Overall Status of
Compensation
Program

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

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

® |n Cameroon, where construction ended in 2002, compensation activities
generally relate to the ongoing Social Statement process to resolve a list of
concerns and grievances developed in collaboration with local NGOs,
representatives of the government of Cameroon, and villagers. There are
also periodic requirements to compensate for land use required for
maintenance or facilities improvements. (For more information on the
Social Statement process, see the section on Consultation &
Communications.)
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Context:
Evolution of
Land Use
Situation

Section

Land Use In the
Oilfield Development Area

Work to mitigate land use impacts in the Oilfield Development Area
passed a series of key milestones in the first half of 2008. Each of the
achievements, building on the Land Use Mitigation Action Plan adopted in
2007, aims to sustain the long term livelihoods of area farmers while
simultaneously obtaining use of the land required to fully develop Chad’s oil.

® The first village-specific action plan has been completed and largely
implemented. The plan provides for additional land for farmers as well as
improvements in training programs to help farmers make more money
from their crops and non-farming skills. As a result, the village of
Dokaidilti has been moved to a low land use impact category from its
former designation as severely affected.

® Last year’s backlog in the well pad reduction program has been cleared. A
total of 516 well pad sites have been reduced in size, the surplus land
reclaimed and then returned for farming.

® In a little more than two years, a total of 814 hectares have been reclaimed
and returned. The project’s total land use, its footprint, has been reduced
by 200 hectares.

EMP Compensation Programs

Since construction began in 2000, the project has compensated nearly 12,900
individual land users for more than 7,000 hectares of land in 375 villages
along the entire length of the project from Komé, Chad to Kribi, Cameroon.

Over the history of the project, individual land user compensation in the
oilfield area has been paid for more than 3,800 hectares of land involving just
over 4,400 individuals. The project has thus utilized at one time or another
about 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. The project
currently occupies just over 2,400 hectares of land in the Oilfield Development
Area.

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
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Land Use in the Oilfield Development Area

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.

® 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).

® |n early 2006, the project freed the necessary construction resources to
begin clearing the land reclamation backlog so that the land could be
returned to villages for agricultural use.

® |nJune, 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.
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Land Use in the Oilfield Development Area

Action Plan
Progress Report

® The final Land Use Mitigation Action Plan, adopted in April 2007,
enhanced the initial plan through collaboration with the Environment and
Social Development Department of the World Bank Group’s International
Finance Corporation. For the full text of the finalized Action Plan and
associated documents, see the project website at www.essochad.com.

® 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 is utilizing its Management of Change process.

® A team of experts assigned to implement the Land Use Mitigation Plan
has completed all the 2007 commitments outlined in nine Action Areas, as
documented in Project Update Report #23. The mitigation effort has now
moved forward, building on those first year advances.

Since the last edition of this report, significant progress has been achieved in
each of the nine Action Areas, advancing the Land Use Mitigation Action Plan
beyond the original first year work commitments adopted in April 2007.

Identification & Assessment (Action Area 1): A key foundation to the
mitigation planning has been the building of a more complete and detailed
inventory of land, land users and project facilities, utilizing the latest satellite
survey technology combined with comprehensive household-by-household
sociological surveys.

® Village land use surveys have now been completed in four villages:
Dokaidilti, Dildo, Ngalaba and Mainani as of the end of June.

® New land surveys have commenced at Madjo, Bero, Mbanga, Begada,
Danmadjia and Mouarom. Work in Bela will begin soon.

® Additional survey teams of Chadian topographers and sociologists were
being hired and trained in order to expedite the survey work.

Land Use Impact Reduction (Action Area 2): Farmers require land in order to
grow crops and thus maintain their livelihoods. In order to minimize the
project’s use of land - to reduce the project’s footprint - construction teams
have been working to reclaim land being used by the project so that it can be
returned to farming. Among other things, the returned land comes from a
well pad size reduction program along with reclamation in pipeline right of
ways, laterite borrow pits and a large area of unused air strip land at Komé.

® The well pad size reduction program has so far returned 516 reclaimed
sites to farmers, eliminating last year’s well pad reclamation backlog. At
the end of the second quarter, 37 additional sites were in reclamation or
had not yet been released for reduction following well drilling. The arrival
of the annual rainy season has now temporarily halted reclamation
activities.
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Land Use in the Oilfield Development Area

® OQverall, since the project began, nearly 40% of all temporary use land has
been returned for farming. In addition, some land originally designated
for permanent use has also been reclaimed and returned.

In the first half of 2008, 239 hectares of land was returned for farming
use.

In just over two years of land reclamation work, 814 hectares of land
was returned.

Resettlement (Action Area 3): The Action Plan sets an overarching goal of
livelihood restoration for households and communities most affected by the
project’s land needs. The Environmental Management Plan offers
resettlement to households where farmers no longer have the defined amount
of land required for economically viable farming. The Action Plan calls for
site specific plans to restore livelihoods in these cases.

The first site specific plan was approved for the village of Dokaidilti in
early 2008. By the end of the second quarter, much of the Dokaidilti plan
had been achieved.

Large plots of land at the ends of the Komé airstrip were reclaimed,
enough land to move Dokaidilti into the low impact category from its
original designation as severely affected.

Significantly affected households have been identified and mitigations
planned for them, enough to bring their livelihoods up to the required
level by the end of 2008.

Some household mitigation has already begun. For example, the first
“third party compensation” has been arranged. The new land
approach arranges for a village user to donate land to someone who
needs more land, with the project compensating the donor.

The village had completed much of the assessment and consultation
process that will lead to a supplemental compensation local
development project.

Site specific planning has commenced for villages of Dildo and Ngalaba,
utilizing the Dokaidilti village plan as a framework.

In addition to village planning, 175 high priority affected households have
so far been surveyed to prepare for household level livelihood restoration.

Off Farm Training (Action Area 4): The Environmental Management Plan
offers Off Farm Training as one of two options to physical resettlement for
households qualifying for livelihood maintenance. The Action Plan aims to
improve its implementation.

® The final recommendations for strengthening Off Farm Training were
approved in the second quarter following a comprehensive field study.
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Land Use in the Oilfield Development Area

® An array of improvement recommendations have been put into effect.

Management of the training program has been tightened with steps
such as student monitoring following training.

Small business skills training such as adult literacy and numeracy will
be offered to improve the potential for success of program trainees.

Households will be encouraged to opt for land and agriculture
solutions. For example, Off Farm Training will not be offered in the
three original fields of the Qilfield Development Area because that
market area has been saturated with new businesses created during
the first years of the program.

Improved Agriculture Training (Action Area 5): Improved Agriculture
Training, another option to physical settlement for qualifying households,
helps farmers maintain their livelihoods by improving the crop and cash yield
from their fields.

The final Improved Agriculture Training assessment study was adopted
in the second quarter.

Recommendations for improvements are now in effect:

The former contractor for the program has been replaced.

Management processes have been tightened, similar to steps taken for
Off Farm Training.

Small business skills training such as adult literacy and numeracy will
be offered to improve the potential for success of program trainees.

Training in food preservation and other food processing techniques is
being added to the program to aid marketing of cash crops.

Training in livestock handling such as methods to keep cattle out of
gardens and gaining access to breeding stock.

The grants associated with the training will be improved to ensure
funding for necessary tools and oxen.

Individual Compensation (Action Area 6): The Action Plan calls for an
update to the project Land Management Manual, which is an implementing
document for compensation set out in the Environmental Management Plan.

® The first third party compensation has been arranged in Dokaidilti as part
of the site specific action plan for that village. This new compensation
technique makes more farm land available by matching farmers who have
plenty of land with farmers who need more land. The donor farmer will
be compensated for the land by the project.

The new third party compensation process and other improvements will
be included in the update of the Land Management Manual. The update
has begun and should be completed by the end of the year.
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