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EXECUTIVE SUMMARY AND CONCLUSIONS

This report represents the fourteenth gogincial close field visit to Papua New Guinea (PNG) made by
D6Appol onia S.p.A. of Genoa, ltaly serving in the
Consultant (IESC) for the Papua New Guinea Liquelatural Gas (PNG LNG) Project with ExxonMobil

PNG (EMPNG, formerly EHLi Esso Highlands Limited) as the Operator on behalf of Export Credit
Agencies (ECAs) and commercial banks providing Project financing (Lenders). The purpose of this visit

has been taononitor conformance with Project environmental and social commitments made during the
Producion phase of this developmeiitiis visit was conducted from May 186, 2015 in PNG.

Since the | ast | ESC visit i n Oct o bGCetifica2 Got the DOADPT
construction of PNG LNG project on February 5, 2015, so this is effectively the first IESC Production
monitoring visit. As a development that has fully entered Production, gas is obtained from the Hides Field,
processed at the Hidea&Conditioning Plant (HGCP) and sent to the LNG Plant about twenty kilometers
northwest of Port Moresby on the coast of the Gulf of Papua. There, the gas is liquefied and the resulting

LNG product (approximately 6.9 million tons per annum) is loaded otgan going tankers and shipped

to gas markets overseas. As of the end of April 2015, over 6 million tons of LNG have been produced and
more than 90 tankers of LNG shipped from the jetty at the LNG Plant.

Environmental and Social Management System (ESM

Production continues to be responsible for all aspects of operations. The only major activities that fall
under the umbrella of Construction are the ongoing well drilling and the Permanent Facilities Compound
(PFC) construction, which is nearly complet

Our overall impression is that Production startup has been generally smooth, but the rollout of the ESMS as
defined in the Environmental and Social Management Plan (ESMP) has been slow. We have not identified
any adverse consequences to this slowt,shait the system is especially late in going to contractors.
EMPNG retains responsibility for many of the social plans and the biodiversity programs, but contractors
are required to implement many of the requirements of the ESMP. All contractors dsweEBMP
awareness, but there are many contractors serving Production and it is a challenge for all of them to have
full knowledge of their ESMP responsibilities. EMPNG has undertaken doasbd analysis to identify

the most critical contractors andshalso started a thrgdase program to train and work with contractors

such that KPIs are defined and their individual responsibilities for implementing and reporting on their
ESMP commitments are understood. Contractors are now fully characterizédifinog programs are

still in progress and monitoring and evaluation procedures have yet to start.

An important aspect of the ESMS that is a requirement of PS1 for a Production company is emergency
response. The overall emergency response systemlyisirfublace, with the completion of all of the
Tactical Response Plans (TRPs). Overall, EMPNG is estimated to be at ak®fo Il capacity.

Where more work is needed is in training of support that might be required in a severe emergency.

Pollution Prevention

Waste management continues to be well managed. The first landfill cell at the Hides Waste Management
Area (HWMA) has reached 85 percent capacity, primarily with the last of the construction demobilization
waste. Nearly 10,000 tons of this wastere disposed between July and September 2014, whereas the total
waste generated by EMPNG in the upstream area from October 2014 to the end of March 2015 was nearly
an order of magnitude less. Demobilization of C1 camp (500+ rooms) could generateanof@Q cubic

meters of waste that could need to be disposed primarily in the landfill, but the PNG Government has asked
that the C1 units be sent to a location in Tari. Most of the waste currently being generated by the Project is
from Drilling. Drilling waste peaked at 2,000 tons in January 2015, but the amounts have decreased with
the demobilization of Nabors Rig 703. The hazardous waste incinerator at the HWMA continues to operate
at 1507 170 bin loads per dagr 4000 liters waste oil combustion peéay (64,200 liters burned in Q1
completing constructionés disposal waste oil three

With respect to wastewater treatmangst of the plants are @onstructionVWTPsunits such athose at
Moro B, HQ3, and the HGCP main camps, well as those used by Drilling. The permaneniSTar
WWTP the HGCP main camp is expected to be made operational in in Q3 2015 and a new WWTP was
installed at Komo in March 2015. The Q1 2015 discharge water quality tests showed full compliance
where effluent enters the environment, but the performance of the WWTPs continues to be sporadic,
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especially with the old constructisstage units. At this stage, this performance is aléwel non
compliance with Project commitments.

Air emissions are nowa routine aspect of environmental management for Production. Flaring has
effectively reached a steady stateverall, the flaring is a small fraction of the flaring during startup that
peaked in April 2014. Two rounds of stack testing have been cochplétan first year of operations: a
commissioning round of tests at HGCP was completed in February 2015; a second round of testing at
LNGP, HGCP, and HWMF was completed in April. The February testing identified a small exceedance of
NOx in one of the gesrators at the HGCP, but the second round of testing in April showed all emissions to
be within IFC limits which are reflected in the ESMH he current plan for stack testing in the second year

of operations is to do rounds of tests at the LNG PlanttenH#GCP in September 2015 and March 2016.

Erosion andSedimentControl

Erosion and sediment control continue to present challenges to manage. Fast and effective responses have
been made along the pipeline and there is some good progress being madeoat Kewertheless,

EMPNG is slow to manage problems at Komo, but ald¢@&EP and Wellpad G. The blocked drains and

erosion taking place at the HGCP are the same as observed last October and there has been some worsening
of gulliesis areas where remediati has been scheduled but not yet completed at Kdrhe.slope failure

at Wellpad G does not appear to have worsened, but neither has it been remediated. These are not critical
situations, but the Production team will need to be careful not to let prelgeow to the point where they

are not easy to resolve.

EcologicalManagemeniand Biodiversity

EMPNG has made good progress in implementing the various ecological monitoring campaigns so far
during 2015: the desktop Initial PeSbnstruction Biodiversity Assessment study has been completed; the
remotesensing data for 2009, 2011 and 2013 have bs@ocessed and reanalyzed and the 2015 scope of
work is in progress; condition surveys will commence later this year following the desktop prioritization
and choice of sites; the rapid biodiversity assessment surveys are due to commence imminently; draft
indicators for assessing the efficacy of offsets are being considered; the first of the Regeneration
monitoring campaigns has just been completed. Tying the various results from monitoring programs into
the overall EMP and adaptive management remainsakelthe Biodiversity Monitoring Plan discussions

are concluding, with the document nearing finalization.

Internal priorities have been focused on the monitoring campaigns, so progress on the offset program
components has been less forthcoming. Statustegpdm each component received during this visit

highlight that delays are ongoing, many having been also noted in our previous reports. Delays are related

to both internal and external constraints, and have contributed to actions falling short of centsnéna

stakeholder expectations; EMPNG is aware of the risk of losing momentum with community groups in
some areas. Several concerns regarding the compar
as raised in our June and Oct 2014 reportaiemnresolved, although productive detailed dialogue was

held with senior managers during this visit. IESC opinion remains that the success of conservation
outcomes hoped for in the offset program is being put at rigkMPNG is not able to adequately
demonstrate a more robust approach in key areas highlighted.

The I ESC received an update on EMPNGO6s freshwater
compiled from the pre during, and postonstruction periods across the full Upstream infratiracarea

indicate that only the areas downstream of the HGCP and Komo airfield experienced constlatédn

impact. These were high total suspended solids and turbidity levels, consistent with visual observations.
Freshwater ecological monitoringlixdontinue in these two areas.

Recommendations focus on: updating the Biodiversity Strategy to eosatimuedrelevance to the
Operations phase; -engagement with international NGO partners to ensure broader technical advice
received on offsetapproach; addressing delays experienced in offset program implementation; and
engaging specialist scientific expertise in determining the conservation implications of tilapia presence in
the lake (we recognize EMPNG is not responsible for tilapia in #ee kaut there are consequences which
could impact offset program commitments).

InducedAccess

As has been anticipated since 2013, the PNG National Government has now formally requested the transfer
of key Project infrastructure to the State, namely th@KiRiver Bridge near Kaiam, the road linking Kopi
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shore base to the EMPNG scraper station, and bridges in thektidesarea. The Government has also
officially requested that dialogue commence on the transfer of ownership of EMPNG roads/bridges
betweenGobe and Kutubu. EMPNG is currently in negotiations with the Government on how they can
continue to fulfill their previous commitments; otherwise the situation poses a potentially significant risk in
relation to avoiding induced access, the spread ofisygeests and pathogens, and maintaining ecological
integrity.

The review of current access controls and monitoring was a priority for this IESC visit. A variety of locked
or manned boorgates were visited, and the majority of controls and monitors weptace, with one
exception where an Access Monitor was not present as expected at Kikori Bridge near Kaiam. In
reviewing the implementation of the Vehicle Monitoring Plan, we have observed some areas where vehicle
access is not yet controlled as perbguirements of the&lpstreamEMP. Data being gathered by Access
Monitors is building a valuable baseline of poshstruction vehicle use of EMPNG roads and
infrastructure.

Recommendations focus on: ensuring alignment of the Vehicle Managemen{\ViRIi&) with the
UpstreamEMP or VMP; the continued collection of vehicle access data; also with regard to the future
transfer of roads/bridges to the State, consider what additional information should be collected now so as to
allow the project to demonstrate meeasurable adverse impacts on the ability of the critical habitat to
maintain is high biodiversity value.

Reinstatement

Reinstatement appears to be progressing well along the RoW; the first regeneration monitoring campaign
has been conducted, which will mpare regeneration success of selected areas against benchmarks.
Reinstatement challenges continue at Komo and HGCP, primarily due to specific soil erosion and slope
stability issues. EMP NGO s genstagement duditois advising on challenges atokio, and
alternatives are being tried, e.g. planting of vetiver grass along drainage channels and application of couch
grass seed with fertilizer to counter the high mangardesad following soil testing.The annual
reinstatement audi currently underay.

Invasive Specieand Quarantine Management

E MP N Gsérsitannual invasive species and pests audit is currently being completed. One priority issue
resulting from their No@mber2014 audit is the spread and establishment of the P1 weed Anglestem
willow primrose (Ludwigia leptocarpa) at a number of points around the catchment of Lake Kutubu;
promptly targeted action could rectify this situation, but Glyphosate should not be sprayed into
watercourses. The widespread distribution of spiked pegiper(adurcun) along the RoW is also

proving problematic. The canrgite regenerating at Tamadigi is proving to be a challenge where P1 weeds

are becoming increasingly common, plus a gaael Rhinella marina roadkill was spotted near the drain

at the site. Onahighlight to note is the value provided by the vehicle wshwn st at i olni megd t he
at the base of the Hides Ridgéhich has reduced ingress of weeds onto the ridge.

From a quarantine perspective, shipment volumes are now much reduced relathe peak of
construction. Only Drilling, Wood GroupSN (external contractor groypProduction and PFC are
importing shipments, and relatively few inspections by NAQIA are resulting in the needffionigation.
The exception is one contractors woikian the PFC construction project in Port Moresby, where non
compliant (noAISPM-15) timber packaging was found to be used contrary to EMRK§&edures.
EMPNG is investigating.

Recommendations focus on: that information presented to IESC be more alignegdmanagement

zone actions and priorities; that further prompt action be targeted where needed, but specifically at Lake
Kutubu to address the growing Ludwigia situation; and temphasize the importance of imported
shipments complying with the Quatare Procedure requirements.

ResettlemenOrganizational Structure

The functions of the construction phase Land and Community Affairs (L&CA) group are now under the
Public and Government Affairs group. The Compliance Manager responsible for completion of
resettlement tasks is now the Transition Manager and retains responsibility for closing out resettlement.
Support from the same resettlement field and evaluation team continues. The IESC considers the new
organizational structure and staffing satisfagtor

PNGLNGT PRODUCTIONMONITORINGREPORT 10-874H14
STEVISIT: MAY2015



D'APPOLONIA

consulting, design, operation & maintenance engineering

Resettlement Completion Status

The Project has made excellent progress toward closing out resettlement. Internal outcome evaluations of
standard of living and livelihood restoration, IESC outcome evaluation verifications, detadlesessment

of outcome evaluation data, and ANUE garden adequacy surveys have been completed. The resettlement
completion audit was in progress during the IESC visit, and the Resettlement Closeout Report is in its final
draft form awaiting audit results for completion.

Based on resettlement date assessment and rectification, the number of affected households entitled to
assistance measures beyond compensation has been revised downward from 1,740 to 421. The assessment
removed households that experienced only minimah@wic impacts (e.g., lost very small portion of a

garden or unused land) for which they were compensated, households with duplicate displacement
agreements, and households that lost only speculative structures for which they were amply compensated.

Combired results of internal evaluation and IESC verifications for standard of living show that out of the
366 physically relocated households, one household still has declined conditions. 253 households have at
least maintained preisplacement living conditits, 100 households enjoy improved conditions, and 12
households could not be located. Combined results for livelihood restoration of the 211 economically
displaced households show 51 with improved livelihood conditions, 157 with at least maintained
condifons, and three households in declined condition. Results of the food adequacy survey show that of
the 203 households participating in the agricultural program, none declined, 124 maintained pre
displacement food adequacy, 73 had improved food adeqaratgjx could not be locate@he Project is
currently providing additional assistance to 10 marginal households identified by the survey as needing
additional assistance to improve food production.

Final assessment identified 80 vulnerable households, ebavhich were not vulnerable at the time of
displacement. Of these, 75 have received additional assistance, two households will receive water
assistance, one will receive supplementary agricultural assistance, and two households have initiated legal
action thus, the Project awaits conclusion of the action prior to providing assistance, as appropriate.

Access to Water

Speci al assessment of physically displaced househc
yet received assistance. The Prbjeaevisiting these households to identify the type of assistance needed

and remedial actions will be provided by the end of July 2015. Assessment-disptated households

claiming that construction of facilities at Komo and HGCP obstructed accesstd¢o concluded that the

Project had met its water obligations by providing community water structures. Some of the locations of the
structures, however, failed because land owners fenced off the structures in order to charge for water.
Remediation meases will be implemented by the end of 2015.

Resettlement Completion Audit

The Resettlement Completion Audhy an independent resettlement expert was in in progress during the
IESC visit. The audit is part of Roject commitments and is referenced in thesd®dement Policy
Framework (RPF) and the LESRbout half way through his field work, the Auditbasnoted some
concerns during discussion with the IESC. Most of the concerns are similar to those previously raised by
the IESC and remedial measures amgenror scheduled for implementation.

Resettlement Closeout Report

A nearfinal draft of the Resettlement Close Out report has been prepared by the Project and reviewed by
the IESC. This report is a Project document recommended by the IESC to demonstrate the positive Project
responses to issues that arose during implementation, identify for future displacement the issues that
constrained achieving some of the original resettlemenisgaad ensure that results of the internal
outcome evaluation and IESC verifications of standard of living and livelihood restoration are maintained
in one placeThe final reportalsowill include the resettlement completion audit results, any remedial
actions indicated, and their implementation status and/or schedule.

Community Impacts Management

As indicated in the October 2014 IESC report, safety and security risks to communities during Operations
are fewer in number than during Construction, but giatéy have a wider impact (spills, explosioasd

other technical failuresY.here has been a dramatic reduction in the number of security incidents impacting
the Project, though these may escalate once benefits distribution begins. Project secieftyether

PNGLNGT PRODUCTIONMONITORINGREPORT 10-874H14
STEVISIT: MAY2015



D'APPOLONIA

consulting, design, operation & maintenance engineering

continues to work closely with the Village Liaison
for certain facilities, particularly the pipeline route. The Project provides them with training on the
Voluntary Principles for Human Rightdn terms of safety, the Project engages frequently with
communities on safety.

Procurement and Supply

National content requirements are contained in agreements with contractors and a National Content Exhibit
is currently in four of the main contraasd rollout to all contractors will be staged in accordance with a
prioritized list of the remaining contractord’ he Project has awarded 29 contracts to PNG contractors and
sub-contractors, of whichight are Land Owner Companielhe Project provides &t of PNG businesses

and the IBBM Enterprise Centre assesses local businesses and maintains a databasessidllguc
assessed businesskst local business capacity building is done through the Enterprise Centre.

Reporting on contractor national cent has improved since the October visit, but data provided by
contractors is still incomplete and somewhat difficult to interpret. The National Content Manager is
working with contractors to improve reporting. The IESC looks forward to receiving attitdb&d visit

the full data for each contractor as outlined in the National Content Exhibit. The available statistics show
that the number of staff contractors working on the Project was 377 iBOQA Incomplete data on
origins within PNG show that 14are from areas not directly impacted and 31 are from the LNG plant
area. Third party contractor employees are all PNG citizens and employ a total of 860 persons, of which
760 are male and 91 are female.

As noted above in the discussion of the ESMS, tlieotd of ESMP requirements to contractors started

rather slowly, and is now expected to fadbstantiallycompleted by the end of 201&th a few of these

occurring after 2015 when their contracts are rene®ethy in concluding the rollout hinders both the
Projectds and the | ESC6s ability to .ahetEBGIsoksnati on.
forward to more detailed information on contractor national content performance (see Sectionr6.6.3 fo
details on data expected).

Community Support

Community Development Support (CDS) has made excellent progress toward addressing IESC February
recommendations. CDS, in collaboration with projectandmono j ect HApartners, 0 has ¢
design or the next five years. The IESC notes that the program design flowchart can be conka&lered t

initial five year strategy.CDS also has developed fairly detailed execution plans for planning and
implementation of the five year program and detailed exatyilans and Scopes of Work for the two

initial projects (agriculture and education). Contract management responsibilities are defined, assigned, and
contained in the contracts for these initial projects.

The CDS evaluation procedure is well advanceth wie exception of identifying the indicators that will

be measured to determine if the program as a whole is achieving its goals. The IESC supports the CDS
proposals that project level evaluation be done annually byinipdementing contractor and that
component level evaluation be done by an independent entity. The IESC recommends that program
evaluation be done every three years to note if any corrective actions are needed. CDS also needs to
determine if the three year process audit mentioned in thadéament Plan is required by ExxonMobil.

Stakeholder Engagement and Consultation

The Project continues to engage widely with communities, conducting about 2,500 engagements to date in
2015. The main topics of information sharing and discussion contirtee lend, compensation payment,
livelihoods, pipeline safety, and schools for upstream communities. Plant area community issues focus
largely on agricultural improvements, development of small businesses, and schools, as well as a growing
interest in watehazards. Village Liaison Officers (VLOs) continue to play a critical role in community
engagement and conflict management.

Grievance Management

Mo s t of the 27 #HAgrievanceso filed through April
developmenbr project employment, displaced households wanting more livelihood assistance, and access
to water. The annualized grievance closure rate for the last 12 months is 81% (above the target of 75%),
though rates fell for May and September 2014 and March 281% result of more complicated issues
requiring a longer assessment and resolution period. Issues registered in 2015 to date total 1,284, most of
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which concern requests for community development or employment, queries on land deprivation payments

and conpensation, pipeline safety, and the clan vetting process for royalty distribution. The project also
received a large number of positive comments regarding the good quality of community engagement and
the Projectbds i mpact onetyiampseocrityi ng community health

Benefit Sharing

The Project recognizes that delay of the payment process caused by lack of Government funding and other
distractions is a risk to the Project and, in the opinion of the IESC, is actively pursuing avenues to expedite
theprocess. The Project continues to pay into the Royalty Trust Account established by DPE and Finance
to ensure that royalty income igft separate from other fundsnumber of new cases have been filed in
courts claiming that the clan vetting exercisénimlid. These claims have been rolled into one, and the
judge ruling on the case haalled for a mediation procesthe Project, though not a party in the case, is
working in various ways to get the process back on track by assis8nQPE field teamThe Project

assisted DPE to prepare for a May workshop and is supporting the State to limit the mediation process to
specific disputes applying in the areas where the claimants reside, ratherdpaning the whole vetting
process.

National Contenti Direct Hires

A main objective of t he Pr o jreerdgittafdstraifbaat and national Cont et
employees to meet workforce requirementée Project currently employs 323 PNG citizens of which 239

are male and 83 are femal&vailable statistics on origins of direct hires list 133 as national (outside

project affected area) and 22 are locaithim project affected areaspiven the skills needed, most PNG

staff were hired from Port Moresby, though family origins vary and scane originally from the

Highlands. The IESC looks forward to more detailed statistics on national content.

In terms of workforce development, the Project is providing skill area training, with 360 trainings to date
for 266 of the PNG employees. Trainiagned at replacing expatriates in management/supervisor positions
began in 2010 and is expected to be completed by 2020, though very senior replacements may take longer.
The first intake involved 59 trainees, the second intake began in 2011 for 75straimé¢he third intake

began in 2015 and will go to 2020. PNG trainees from intake 1 are expected to begin displacing expatriates
toward the end of this year. In addition to skills training, experienced mentors and supervisors have been
maintained to ense appropriate mentoring and coaching for the later intakes.

Labor and Working Conditions

The IESC requests that future labor and working conditions information for direct and contracted project
labor and other main contractor labor use Table 4.1et #bour andVorking ConditionsManagement

Plan as a guide to the information needed to determine compliance with IFC PS2, PNG law, and
Project/ExxonMobil requirements. Table oflthis reportdefines the minimum information needed.

Grievances are maged through a Procedure and Open Door communication policy that focuses on
providing the workforce with easy access to supervisors or line management as the first recourse. The
IESC would like information on whether grievance assessments provided to s&miagement note
frequent, persistent and unresolved grievances.

The IESC found worker accommodation conditions and services at the HGCP and PNG LNG plants to be
good quality and well monitored with continuous improvements made and recreationaksagiéntiful.

A growing sense of community was noticed, demonstrated by the many voluntary committees and a high
levd of involvement by residentémproved security for females at both camps is appreciated and separate
female accommodation is availalalethe PNG LNG camp, and security services are provided by both male
and female officers at both camp€amp offices open early and close late at HGCP and are open 24
hours/day at the LNG camp. HGCP has formed and the LNG Plant is forming a camp cottinmaittee
grealy strengthens communication&s a result of good conditions and management responses to issues,
only a few complaints have been made, and these received rapid response. Conversely, many verbal and
written comments have been received complemgntianagement on the positive aspects of the camps,
particularly camp personnel, housekeeping and laundry, recreational facilities, and food service.

In terms of gender in the workplace and accommodation, the Project has made considerable effatt to recru
and train PNG females and to provide safe, secure, and enjoyable accommodation for female workers. The
Project is providing a Workplace Assistance Program with at least one female counselor. The Service
provides counseling and referral services foogomal and interpersonal issues, including marital conflict
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and gender violencé&ender violence is also covered in tool box meetings. The IESC looks forward to
conferring with the counselors during the October visit.

Community Health

The Production Comomity Health Program (CHP) plans to continue the relationship established with the
PNG Institute of Medical Research (IMR) and work collaboratively to better understand the disease burden
of PNG and also how it can impact insitie-fence health. DuringQ 2015, PNG IMR submitted for
review the March 2015 edition of the-Bnnual Scientific Report. The results of the information presented

in this report and iIHDSS data are that one of the goals of the MOH group needs to be providing support to
disseminatethis information to a wider audience. Some of the main findings, including that TB is at
epidemic levels in some areas and that the TB is evolving to beeBistgant, is information that requires
action.

Occupational Health and Safety

EMPNG Production safety performance through Q1 2015 continues to be excellent. Production has not
had a Lost Time Incident (LTI) since taking over from the construction team with a total of 8,950,445 man
hours worked as of the end of Q1 2015. Both tlaglitg and lagging indicators demonstrate that the
EMPNG worker safety program is functional and effective. From the standpoint of occupational health, the
Project also has a wealleveloped program as indicated by key performance indicators (leadinganslica

and management of illness cases (lagging indicators). KPIs for these indicators show that there is always
room for improvement, but the program is a good one. The worker health program continues to be closely
linked to the community health program.
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1 INTRODUCTION

D6AppoS.om.i A. (D6Appol oni a) wasadpmiotedtas the pgefhandizk aosea |, It a
Independent Environmental and Social Consultant (IE$&@)the Papua New Guinea Liquefied Natural

Gas Project (PNG LNG or t BxgonMoBilrPNG EMRNG)) forinezfesaog d e v e |
Highlands Limited (EHL), the designated Operator and also representing a consortiumeotuwers

including Oil Sarch Limited (OSL), Santos Ltd, JX Nippon Oil & Gas Exploration Corporation and PNG

State and landowners as represented by Mineral Resources Development Company (MRDC) and Petromin
PNG Hol dings Limited. D6 Appol ondrt&iedt Agencliese(ECAs) t he |
providing Project financing, including the Expdmiport Bank of the United States (USEXIM); Japan

Bank for International Cooperation (JBIC); Export Finance and Insurance Corporation (EFIC) of Australia;
Servizi Assicurativi delCommercio Estero (SACE) from Italy; Expdmport Bank of China (CEXIM);

and Nippon Export and Investment Insurance (NEXI), as well as a group of commercial banks, collectively
referred to as the Lenders or Lender Group.

The overall r o ltlkee IEGE withirdthepPpl® LNG Piojars t@ evaluate @ampliance with
commitments made by EMPNG within their Environmental and Social Management System (ESMS)
including health and safety. The benchmark for the ESMS is now the Prodtctivonmental and Sxial
Management Plan (ESMRhd associated commitments made within the ExxonMobil Operations Integrity
Management System (OIMS) attte documents associated with biodiversity managenm&ssDrilling is

still part of the Construction phase until the endh& drilling program, it is still governed by the PNG

LNG Project Environmental Management Plan (which is bridged to as a reference document by the current
OPNG Drilling Environment al Management Pl amed) and
PNG Department of Environment and Conservation (DED)rently reorganized as ti@®nservation and
Environment Protection Authority (CEPA) hat t he Constr uc tThe€Constiadiidhofs ar e |
thePermanent Facilities Compound (PRIJo still bllows the requirements of the Construction EMP

ThelESCTer ms of Reference (TOR) requirements refer toc
the reporting requirements of t he T OR-cosfarmmahce t hat
findingso. Within this report the terms Acompl i ar
In general, issues to be resolved are identified ascanformances, but one of the requirements of the

| ESC is to identconffomamogs @ matehialthencontext of t

that a Amatndrniranancemw within the context of the CT,
for the purposes of t hi s-c ornefpoorrmmana e p otwent ista lb efi naa t
conformance or repeated Level Il noonformances as defined in the Section 2 Issues Table. It is
emphasized that a Level lll nanonf or manc e i s not necessarily eq
conformancedo and t hat E&MRNGelLerslérsvaad thkilESC walld neednts taka mo n g
pl ace before -camryf dirmaareacea dli snoindenti fi ed.

| ESC6s review has included the environment al and s
activities of EMPNG. Emphasis has been placed oaleating conformance based on written information

provided byEMPNG and observations made in the field including discussions BEMIPNG personnel.

Most of the findings identified in this report have been based on field observations and interactidres with t
individuals actually responsible for the field implementation of the ESMP, as well as meetings with
stakeholders.

An activity that does momtdringi ay é t uinskeopdoftthi IEPA ¢stali € gor y
requirement for the IESC to cdyticertain norRProject operations (section 14.2(m)(iii) of CTARuring
this field visit DagrovigaoylnanRrojectcewifications ot asked t o

A major requirement of the CTivasfor D 6 A p p otb mravideaa Certificate reflecting the sddictory
completion of the construction phase of the PNG LNG Prajeterms of its environmental and social
commitments. This Certificate was issued on February 5, 2015.

1 |ESC Team members in the field: William J. Johnseeld Team Lead Earth ScientistManagement System Specialist),
Kerry Connor (Social Development Specialist), Louise Johnson (Biodiversity and Natural Resource Management
Speialist)). IESC Team memizenot in the field: Giovanni De Franchi (Project Manager and Team Lealfjark
Pedersen (Aquatic/Marine Specialist).
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1.1 PRODUCTION OPERATIONS OVERVIEW

Production has achieved stable operations refldnyesteadystatefuel andflare volumesand the HGCP
process gas fromightonline wells(B1, B2, C1, C2, D1, D2G1 and G2 A steady supply of gas from
Associated Gas Fields has been achieved with the opportunity to raf@supas 680 MSCFD that is
ongoing and options for increasing flow are undejwdy terms ofProject Completion as part of the Loan
Agreement, the 128ay Completion Testvas completed in January 2015 and April 29 marked the one
year anniversary of PNG LNG productiohevel 1 inpections of GE compressaase now completand
inline inspection (pigging) activitieare ongoing

At the time of the IBC field visit, more than 9QNG cargos had been shipped from the LNG Plant jetty
representing the export of more than 6 million tohENG. Two ExxonMobil LNG tankers constructéd
China specifically for use on this Projeare part of the Production proces3he frst vessel (Papua)
arrived at the PNG LNG marine facilities on Februa®jo begin cool down and loading of its filsNG
cargo. The ®cond vessat expected to b bedelivered in 2016

A new activity associated with Productitwok place on April 1 when EMPNG signed an agreement with
the PNG Government to supply up to 25 megawatts of electricity for locaswgsus generating capacity
from two Solar Titan 130 units atdl.NG Plant) with a commitment for longrm gas supply ta new
stateowned gadired power generation unib be built near the LNG plantlt is expected the work to
connect supply from theNG plantto PNG Powewill be completed in time for the Pacific Gam@sily
2015) subject to all parties fulfilling their commitments.

Drilling has completed wetlrilling and development on Hides Ridge, includingvsiell Pad Fthe Deep
Well not conglered part of the PNG LNG Projeethd the PWD (Produced Water Disposal) vaeitl Rig
703 is being demobilizedRig 702was used to drill Angore Buntil that operation was suspended and the
rig moved toAngore Al. All activities associated with Driltinare expected to be complete during Q4
2015.

The retention oMoro Camp Bis currentlybeing reviewed by Productiokomo Airfield Camp isstill a
Production assgbut iscurrently occupie@nd operatetly PNG Defensé&orce caretaking personnel whilst
arrangements for transfer of this asset to the PNGfawen are finalzed. The old C1 Camp at Hides is
being demobilized, with infrastructure being relocated, by the Hela Provincial Goverfrhensurplus
EPC3 camps at the LNG Plant are being relachiethe PNG Government.

Construction at the 28 H®ermanent Facilities Compour(@®FC) near the Port Moresby Airportis
essentially completeProjected ocupation for this facility igplanned to start in June 2015 and the move
from the existing offices tbe completed by September.

The Project workforceis currently about 2,XD Papua New Guineans k& upabout 70percent of the
Project workforce A major transition has also taken plasghin EMPNG with thereplacemenbf the
Managing Directar

1.2 SOURCES OF | NFORMATION

The main sources of information used to prepare fihisteenthIESC trip report are primarily those

provided byEMPNG butD6 Appol oni a al so obtained information
stakeholders during the field visit in PNG wasll asEMPNG employees. The information provided by

EMPNG has included presentations made to the IESC and additional documents consistent with the trip
schedule provided in Appendix A.

1.3 REPORT ORGANIZATION
Subsequent sections of this report are orgarasddllows:

- Section 2.0 Issues Table;

- Section 3.0 Environmental and Social Management;
- Section 4.0 Environment;

- Section 5.0 Biodiversity and Ecological Management;
- Section 6.0 Social;

- Section 7.0 Labor and Human Resourcesid

- Section 8.0 Health and Safety
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The Cultural Heritage discussion presented in previous reports has not been included, as Production
Operations have not had any chance finds, nor has there been any news td repbasic findings of the

review are presented in therfn of observations, comments and recommendations that are generally
described according to topics within each sectiSignificantfindings are summarized in the Issues Table
provided in Section 2.0.
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2 ISSUES TABLE

This Chapter tabulates a summary of tbe-aonformances raised in this report, consistent with ouR TO

as discussed in Section 1.Dhe Table has been structured to provide a emdding for strict non
conformances raised during each site visit, as well as IESC observations for situatioifslefiat
unattended codl result in a noitonformance Nonconformance is referenced with respect to Project
commitments as included epplicableProject documents and with respect tegming compliance with

Applicable Lender Environmental and Social $temr d s . As noted in Section 1.
Lender Environment al and Soci al Standardsodo means t
Loan Facility Lenders to the Project in the form attached to SchedaléBtvironmental andocial i

Applicable Lender Environmental and Social Standards) of the CTA. The nomenclature of ttotedetbr
categorizations are assigned based on-aumfiormance levels similar to the nroanformance levels

defined in the ESMP, somewhat revised toecfthe point of view of the IESC and to address that certain
nonconformances need to be framed in the context of the Applicable Lender Environmental and Social
Standards.The following descriptions are provided:

- High: Level IlI critical norconformancetypically including observed damage to or a reasonable
expectation of impending damage or irreversible impact to an identified resource or community
and/or a major breach to a commitment as defined in Project documents or the Applicable Lender
Environmenal and Social Standards. A Level lll roanformance can also be based on repeated
Level Il nonconformances or intentional disregard of specific prohibitions or Project standards. In
some cases, Level Il nesonformances or repeated Level Il arconfamances may, but not
necessarily, represent a material fvompliance with the CTA. This would be decided on a-case
by-case basis;

- . Level Il nonconformance representing a situation that has not yet resulted in clearly
identified damage oirreversible impact to a sensitive or important resource or community, but
requires expeditious corrective action and-sgiecific attention to prevent such effects. A Level Il
nonconformance can also represent a significant breach of a commitmenisloofa significant
breach if not expeditiously addressed, requiring corrective action as defined in Project documents
or Applicable Lender Environmental and Social Standards. A Level lcanformance can also
be based on repeated Level | rmamformances;

- : Level | norconformance not consistent with stated commitments as defined in Project
documents, but not believed to represent an immediate threat or impact to an identified important
resource or community. A Level | n@onformance can alsomesent a minor breach of a
commitment requiring corrective action as defined in Applicable Lender Environmental and Social
Standards;

- |[ESC Observation: A potential norconformance situation that could eventually become
inconsistent with stated commitmeras defined in Project documents or the Applicable Lender
Environmental and Social Standards.
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N° Site Visit CII;) sing Description Nels Reference Status Comments / Report Reference
ate Conformance
Environmental Managementi Environmental and Social Management System (ESMS)
EMPNG is responsible for ensuring that contractors
subcontractors meet the requirements tioé Production
ESMP. Although the Production ESMP was a fing
document in 2013 many of the associated plans a
procedures where the @he-ground details are provided a
still being finalized although they are effectively worki
documents. EMPNG rdtes responsibility for many of th
Our overall impression is that Producti social plans and the biodiversity programs, but contrad
startup has been generally smooth, but are required to implement many of the requirements of
2m141 | Ma rollout of the ESMP has beetow. We have IESC ESMP. All contractors have basic ESMP awareness,
. y O : . . ESMP Open . L
not identified any adverse consequences Observation there are many contractors serving Production iard a
this slow start, but the system is especig challenge for all of them to have full knowledge of th
late in going to contractors. ESMP responsibilities. EMPNG has undertaken alvassed
analysis to identify the most critical contractors and has
started a threphase program to train and work wi
contractors sth that KPIs are defined and their individy
responsibilities for implementing and reporting on th
ESMP commitments are understood. Contractors are
fully characterized, but training programs are still in prog
and monitoring and evaluation pemtures have yet to start.
Environmental Managementi Erosion and Sediment Control
Erosion and sediment control along t This Observation essentially remains the same as previ
pipeline ROW and Well Pads appearhave madesince June 2014. A¢omo problems that were small
M13.1 Oc t46 beenwell undertaken._ _Erosion and sedimhg IESC _ EMP Section Open the_time of _the_]L_meIESC turned into significant earthmovir|
) control at the KomaAirfield and to a lesse] Observation 13.0 projects. Significant progress has been made at Komo,
degree at the HGCP have not been as \ there is still much to do. Remediation of erosion problem
managed. the HGCP still remains to be started.
Environmental Managementi Wastewater Treatment
The treatment of wastewater has been problematic since
W. . start of the PNG LNG Project. Although it is recognized t
astewater treatment continues to be O . : .
ongoing challenge.  Although the lack _ S|gnn‘|canF effort is being place to improve th_e performa
M14.2 Ma , + ) i iated with | EMP Section o of the different WWTPs, the results continue to sh
y © performance is not associated with ma] pen - L
9.0 problems with no obviousnprovement. Hopefully, once &

environmental impact, gformance is nof
consistent with the requirements of the EMI

of the old constructiophase units can be discontinued &
replaced by the permanent facilities, these problems wil
eliminated, but more effort is required.

2 In order to better track project progress and accomplishmémsssues identified duringach site visit aréentified by a letter (M) and number (e.g. M1) that idessifie site
visit (e.g.:M1 for the firstvisit, M2 for the secondisit, etc) followed by a digit that identéisthe specific issue found (e.g1¥1 refers to issuefbund invisit 14).
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N° Site Visit Cllé):tlr;g Description Conf,:l) (r)rrr:ance Reference Status Comments / Report Reference
Environmental Issuesi Biodiversity and EcologicalManagement
Building on the related Observation in our last report,
following reasons warrant this issue being a N
Conformance due to breach of commitments and comj
procedures
1 We observed noboomgate in operation orAccess
Monitor in place at Kikori River Bridgduring our visit.
EMPNGG6S commit ment 1 The EMP states thatcommercial, third-party or
: . community vehicular access may be sanctioned by f
project roads and infrastructure, so as : . .
prevent potentially damaging "3 party approval only if authorized by designated EH
activities throuah enhanced access personnel. The VMP provides further detail on th
g ’ authorization procedures and criteria. However,
EMPNG access controls for Above Groul observed no issuance or display of permits, the Ac
Installations and projectoads/infrastructure Monitors d'.d not check for permits, they had
) e Upstream EMP Approved List of vehicles already assessed through
are discussed as part of each IESC visit . A
’ Section 17 pre-auttorization process, andiere not aware of th
The EMP states that access will generall Vehicle process to tell drivers without permits how to obtai
M12.1 June 9 . y | Monitoring Open permit The process observed allows access to
allowed only to EMPNG vehicles; othe : .
vehicles will be sanctioned subject ‘to pri Plan and IFC vehicle that wishes to use the road, regardless of wh¢
approval by EMPNG.A Vehicle Monitoring Perfc&rmgnce pre-approved OI’.WIth./WI'[hOUt permit. .
Plan(VMP) has been developed for situatio Standard 6 | ;’he recod-keeping is donlyl c_c;nducted during _day_sh
h EMPNG h . ours e.g. 8ardpm, and only if an Access Monitor is
where G have manned bogates their station; otherwise the boegates are left opeto
We observed instances of insufficient acci all vehicles and no momtqnn_g takes p'?‘ce
control where current practice in not | 1 At MLV -1, the boorrgate isstill not yet in placeandwe
compliance with that stated within tH are told the Access bhitor remainsat Benaria village,
Upstream EMP not at the bridge Community continues to usthe
' EMPNG temporaryconstruction bridge and RoW
access the track to Benaria Station.
Therefore it is our opinion that access to proj
infrastrucure is not yet fully controlledor compliant
according to the requirements as set out in the EMP.
(Report reference Section 5.3.1)
The PNG LNG project is sited thin Critical Although EMPNG has made a pubtommitment to no ne
Habitats as defied according to IFC PS IEC loss, he IESC hasrepeatedlyflagged several areas
(2006). EMPNG hascommitted todNo Net Performance concern in AP NG6 s  Qdneveork tluring visits and
M143 Ma yi5 6 Losg of biodiversityto address their residu: | Standard @nd | Open review of variousoffset documentd see our June 201
| impacts and have developed an offs Biodiversit P report Section 5.2.1.2 for detailsThere has been littl¢
program. Strategyy change in gproach since these concerns were flagged.

Offset Framework and Delivery Pla

Therefore tiis IES@ spinion thatwithout corrective action
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Conformance

Reference

Status

Comments / Report Reference

documents have been developed, with f
drafts seen by IESC in 2012, and updal
revision early 2014.

The IESC has continually highlighted ke
areas wher e EMP NGO s
meet generally acknowledged and accef
conditions for offset programs.

EMPNGO s c ont i risuircdnsiseen pvitho thed
achieving their stated commitmentthe success an
sustainability of their offseprojects couldbe jeopardized
and therefore the required conservation outcomes
achieved.

As already specified in detail directly to EMPNIiGough our
review of various documents, it is IESGopinion that
EMPNG need to review, revisethen implement their
Framewok document, especially the Technical Ration
(e.g, with regard to demonstrating conservation gal
additionality, understanding of risks and uncertainties,
the timeframe for attaining / sustaining the necessary lev
conservation gain To better enablethis, we believe
EMPNG should seek specialist external advide provide
wide-ranging experience from othé&rgescale biodiversity
offset projects.Refer toSection 5.2.1.2

Note: EMPNG disagrees with the IE®@inion in giving this
Non-Compliance Level 1 as they believe their curr
approach is sufficient to achieve their offset performar
related obligations.A workshop is foreseen before the ne
IESC visit in Octoberwhere the IESC and EMPNG wi
continuetheir dialogueand discusptions toachiee the
necessary offset outcomes.

M145 Ma yl15 6

As above, EMPNG is undertaking an offg
program so as to e
biodiversity.

The company is progressing fivenain
components as part of the prograntach
component has workplan so as to achiev|
individual objectives within the desire
timeframe. Each of the components of th
offset program is showingngoingdelays in
development and/or implementation.

IFC
Performance
Standard 6 and
Biodiversity
Strategy

Open

The IESC acknowledgghat community conservation taks
time, butseveral of the delays observed are due to inte
rather than external constraintsFor example,EMPNG
committed to the use and placement of Project Coording
at both the Lake Kutubu dnLower Kikori programs during
previous IESC visit§ these have not been deployed, or
to the extent previously committedFor programs wheré
EMPNG is seeking to support conservation over the Iq
term, then sufficient resources have to be deployedhie
programs to be begin effectivelyror example, progress @
activities in the Lake Kutubu Enhancement Plan Wa
stream A (to actually design the required conserva
activities and start to develop the WMA Management P
has suffered primarily due internal contractual holdup
There is the danger of losing momentum and e
community buyin for ontheground conservation efforts
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External &pectations and relationships built to date will ng

careful management to ensure the offset programmors
to build. Contractual and/or payment constraints and
deployment of additional resources may help alleviate s
delays. (Report reference Section 5.2.1.2)
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