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Currency Equivalents 

(September 2014) 

1 Unit of Account = 2.63947  TND 

1 Unit of Account = 1.13042 EUR 

1 Unit of Account = 1.53836 USD 

1 EUR = 1.36087 USD 

 

Fiscal Year 

1 January – 31 December 

 

Weights and Measures 

 

1 metre (m)  = 3.28 feet 

1 millimetre (mm) = 0.03937 inches 

1 kilometre (Km) = 0.62 mile 

1TOE   = 40 million BTU 

 

Acronyms and Abbreviations  

 

ADF : African Development Fund 

CSP : Country Strategy Paper 

ESIA : Environmental and Social Impact Assessment 

ETAP : Entreprise Tunisienne d’Activités Pétrolières  

  (Tunisian National Oil Company) 

FD : Final Design 

GDP : Gross Domestic Product  

KTOE : Kilotonne of Oil Equivalent 

LPG : Liquefied Petroleum Gas 

MPCI : Ministry of Planning and International Cooperation 

MTND : Million Tunisian Dinars 

PA : Project Area  

PAP : Project Affected People 

PD : Preliminary Design   

PMU  : Project Management Unit 

SFD : Saudi Fund for Development 

STEG : Société Tunisienne d’Electricité et du Gaz (Tunisian Electricity and Gas 

 Corporation) 

UA : Unit of Account 
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Project Information Sheet 

Client Information 

BORROWER:   Tunisian Electricity and Gas Corporation (STEG) 
 

EXECUTING AGENCY  : Tunisian Electricity and Gas Corporation (STEG) 

 

Financing Plan 

Source Amount Instrument 

 

ADB 

 

 

Euros 49.39 million  

  

 

Loan    

STEG Euros 7.11 million  Own Resources 

 

TOTAL COST Euros 56.50 million  
                

 

 

ADB Key Financing Information 

 

Loan Currency Euros (EUR) 

Interest Rate Type Floating Base Rate with Free Option to Fix the 

Base Rate 

Floating Base Rate  6-month EURIBOR 

Contractual Spread 0.60% (60 basis points (bps)) 

Cost of Borrowing Margin The Bank’s cost of borrowing relative to 6-month 

EURIBOR. This margin is revised annually on 1 

July 

Service Charge Not Applicable 

Administrative Fees Not Applicable 

Other Fees None 

Tenor 20 years 

including Grace Period 5 years 

 

 

Timeframe – Main Milestones (Expected) 

Activities Date 

Concept Note Approval July 2014 

Loan Agreement Negotiations March 2015 

Board Presentation April 2015 

Effectiveness  June 2015 

Closing Date 31 December 2019 

Completion Report February 2020 
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Project Summary 

1.  Project Overview  

1.1  The Natural Gas Transmission and Distribution Network Development Project, which 

is in line with the 2009-2016 Natural Gas Transmission and Distribution Master Plan, is one of 

the responses to Tunisia’s current concerns since it specifically concerns the inhabitants of the 

disadvantaged areas of the country’s west region. It aims to connect 19 municipalities of this 

region to the STEG natural gas supply system through the construction of 260 km of transmission 

network and 404 km of distribution network. Small and medium-sized industries, the tertiary 

sector and households in the project area will therefore have access to more affordable and less 

polluting fuel. The project will be implemented over a 5-year period, from 2015 to 2019. 

1.2  The main beneficiaries of the project will be small and medium-sized industries, small 

businesses and 13,450 households in the project area. They will substitute natural gas for the 

currently used heavy fuel, diesel and LPG. Consumption of natural gas instead of these fuels   

would help the project beneficiaries to reduce expenditure on fossil fuels and cause less air 

pollution by avoiding the emission of the equivalent of 47,000 tonnes of CO2 per year. The 

time taken by households to go and buy bottles of LPG will be spent on other income or 

knowledge-generating activities which will improve the beneficiaries’ quality of life. In the 

construction phase, about 1,900 direct temporary jobs will be created and, in the operational 

phase, 900 jobs will be created, 200 of which will be direct permanent jobs. 

2.  Needs Assessment: At national level, the main beneficiaries of the gas will be the 

electricity generation sector which accounts for 73% of total consumption, the industrial sector 

which represents 19%, and the residential and tertiary sector with 8%. The number of 

municipalities supplied with gas has risen from 36 in 2005 to over 100 currently, most of which 

are concentrated on the East coast. The project is a continuation of the national policy to 

strengthen natural gas penetration in already served areas and extend the gas distribution 

network to new unserved areas in order to ensure that all segments of society benefit from it, 

while reducing State LPG subsidies. The project takes into account Tunisia’s socio-economic 

developments marked by the growth and modernization of industry and services, as well as 

higher living standards of people in disadvantaged areas.  

3.  Bank’s Added Value: The project is an integral part of a programme which primarily 

seeks to ensure the security of natural gas supply in Tunisia through the construction of a gas 

pipeline across the country’s west region. It did not initially include a distribution component. 

The Saudi Fund for Development and Kuwait Fund approved their financing in 2012 and 2013 

for the construction of the Tunis-Dahmani and Tunis-Bizerte sections of the gas pipeline, which 

are transmission networks. The Bank’s operation includes the distribution component of the 

project, which will provide households with access to natural gas. Furthermore, it complements 

the Nawara project approved by the Bank in July 2014 through its private sector window and 

which will contribute to the exploration and development of the southern Tunisian gas fields. 

4.  Knowledge Management: The Bank still has fairly limited experience in financing 

the gas sub-sector. The only project financed by the Bank in Tunisia, which has been 

completed, was the El Borma gas pipeline reinforcement project in 1975. However, this project 

will be managed in compliance with the same standards of success used to manage the eight 

previous STEG operations financed by the Bank. Furthermore, the supervision reports, 

progress reports, financial audit reports, monitoring-evaluation data and completion reports 

will all constitute sources of information for future projects in the sub-sector where gas deposits 

have been discovered in some regional member countries.  
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RESULTS-BASED LOGICAL FRAMEWORK 
 

 

Country and Project Name: Tunisia – Natural Gas Transmission and Distribution Network Development Project  

Project Goal: Develop the natural gas transmission and distribution network in order to improve the living conditions of people in the disadvantaged areas of Tunisia’s western region. 

RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 

RISKS/ 

MITIGATION MEASURES Indicators (including CSI) 
Baseline 

Situation 
Target 

IM
P

A
C

T
 Help to improve the population’s access to 

natural gas  

 

Natural gas penetration rate 

 

 

 

38% in 

2014 

44 %  in 2018 STEG gas sales 

statistics       STEG 

Activity Reports 

 

O
U

T
C

O
M

E
S

 

1. Number of municipalities connected in 

the project area has increased 

2.  Number of households connected in the 

project area has increased                                                       

3. The quantity of greenhouse gas emitted 

in the project area has decreased                      

4. Job creation  

 

 

Number of localities connected 

 

Number of households connected to the 

natural gas distribution network 

Quantity of CO2 avoided 

 

Number of jobs created 

0 

 

0 

0 

0 

- 

19 municipalities 

connected in 2018 

13,450 households 

connected in 2018 

47,000 tonnes/year from 

2018 

1,900 direct temporary 

jobs during construction 

and 900 (including 200 

direct permanent jobs) at 

project completion with 

300 for women 

Commercial gas 

statistics 

STEG Activity Reports 

Project Completion 

Reports 

 

Risk: Insufficient natural gas resources  

Mitigation Measures: (i) Promotion of 

national gas exploration and production; (ii) 

signing of gas import contracts with 

neighbouring producer countries. 

Risk: Non-implementation or slippage on 

construction of the Tunis-Dahmani gas 

pipeline to which the transmission network to 

be created under the project will be connected. 

Mitigation Measure: Implementation by 

STEG which has experience in similar 

projects, has started; financing agreement 

signed with SFD in 2013. 
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O
U

T
P

U
T

S
 

1. Construction and equipping of gas 

distribution network 

2. Construction of gas distribution network 

in 19 municipalities  

3. Preparation of project progress reports                 

4. Compensation for PAPs and impact 

mitigation 

-Number of km of distribution network 

constructed 

-Number of connections made 

-Number of km of main distribution 

network constructed  

-Number of progress reports submitted 

on time 

 

0 

 

0 

0 

0 

0 

260 km 

 

13,450 

404 km 

Quarterly Progress 

Reports 

 

Project Progress 

Reports 

Project Mid-Term 

Review Report 

Project Completion 

Report 

 

 

Risk: Non-acceptance of the project by the 

population   

            

Mitigation Measure: Public consultations in 

the field have shown acceptance by the 

population which will be sustained during the 

project implementation (including 

associations and NGOs working on gender 
equality). 

 

K
E

Y
 A

C
T

IV
IT

IE
S

 COMPONENTS INPUTS 

Component 1 : Gas transmission network: Construction of the transmission network 

Component 2 : Gas distribution network: (i) Construction of the main distribution network; (ii)  Installation of connections 

Component 3 : Environmental and social mitigation measures: acquisition of land, compensation and damages for agricultural 

losses and other ESMP costs                                                                                                                                                 

Component 4 : (i) PMU operating costs; (ii) works inspection and supervision 

 

Component 1 : EUR 43.06  million 

Component 2 : EUR 10.10   million 

Component 3 : EUR 1.04  million 

Component 4 : EUR 2.30  million 

Sources of Financing: 

ADB Loan: EUR 49.39  

million 

STEG :        EUR 7.211 

million 
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IMPLEMENTATION SCHEDULE OF THE NATURAL GAS TRANSMISSION AND DISTRIBUTION NETWORK DEVELOPMENT PROJECT IN TUNISIA

C. Gas transmission network

D.3 Supervision mission

D. 4 Project completion

A. Approval and effectiveness

 A.1 Board approval

 A.2 Signature of the Loan Agreement

 A.3 Effectiveness 

C.6 Works procurement process  Lot 3

C. 7 Installation works execution Lot 3

D Gas distribution network

D.1 Equipment procurement process

D.2 Works execution

C.1 Equipment procurement process

C.2 Works procurement process  Lot 1

C.3 Works execution  Lot 1

C.4 Works procurement process Lot 2

C.5 Works execution Lot 2

20192016 2017 2018

B. Fulfilment of conditions precedent

2015

Description
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REPORT AND RECOMMENDATION OF BANK GROUP MANAGEMENT TO THE 

BOARD OF DIRECTORS ON A PROPOSED LOAN TO FINANCE THE NATURAL 

GAS TRANSMISSION AND DISTRIBUTION NETWORK DEVELOPMENT 

PROJECT IN TUNISIA 

Management submits the following report and recommendations on a proposed loan of Euros 

49.39 million to “Société Tunisienne de l’Electricité et du Gaz” (Tunisian Electricity and Gas 

Corporation) to finance the Natural Gas Transmission and Distribution Network Development 

Project in Tunisia. 

I.  STRATEGIC THRUSTS AND RATIONALE 

1.1  Project Linkages with Country Strategy and Objectives 

1.1.1  Since the early 90s, Tunisia has recorded a sustained annual increase in energy demand 

of about 3%. This trend is due to growth in the production sector, as well as social development 

and new consumer requirements induced by improved household living standards, the country’s 

outward-looking approach, and infrastructure reinforcement. To meet this demand, Tunisia is 

seeking to diversify and ensure the security of its supplies over the long term, reduce its energy 

bill, and promote the rational use of power. An appropriate energy policy has been adopted with 

the following objectives: (i) development of national oil and gas resources; (ii) development of 

national energy infrastructure, regional cooperation and energy integration in order to guarantee 

continuous and affordable supply of energy for the country; (iii) continued implementation of 

the strategy to develop the use of natural gas as a substitute for other hydrocarbons, such as 

liquefied petroleum gas and diesel oil; and (iv) promotion of energy efficiency through control 

and rational use of energy, development of new and renewable energies, and environmental 

protection. 

1.1.2 The project is in line with the 2009-2016 Natural Gas Transmission and Distribution 

Master Plan, which includes a programme for the construction of a gas pipeline in the western 

region and the supply of gas to 100 more municipalities. The project is a continuation of the 

national policy to strengthen natural gas penetration in already served areas and extend the gas 

distribution network to new unserved areas in order to ensure that all segments of the society 

benefit from it, while reducing State LPG subsidies.   

1.1.3  The project is also consistent with the Bank’s Interim Country Strategy Paper for 

Tunisia (2014-2015). It is in line with the infrastructure development pillar. Tunisia’s new 

strategy, in accordance with the Letter of Development Policy submitted by the Government 

on 8 October 2012, provides for a number of medium-to long-term structural reforms aimed at 

creating appropriate conditions for accelerated growth and job creation to ensure regional 

balance and inclusive development. It  focuses  on five pil lars : (i)  economic and social 

reforms; (ii) infrastructure modernization; (iii) regional rebalancing; ( i v )  

s t r e n g t h e n i n g  o f  t h e  s o c i a l ,  e d u c a t i o n  a n d  e m p l o y m e n t  s e c t o r s ; and (v) 

promotion of natural resource-based sustainable development.  The project is in line with this 

strategy, particularly with pillars (iii), (iv) and (v). 
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1.2  Rationale for Bank Involvement 

1.2.1  The project is consistent with the Bank’s Ten-Year Strategy (2013-2022) and the 

Interim Country Strategy Paper (2014-2015) for Tunisia, particularly its second pillar, 

“Infrastructure”. The project is also in line with two objectives of the Bank’s Ten-Year Strategy, 

namely inclusive growth and the transition to green growth. Natural gas will be introduced as a 

substitute for the polluting liquid and solid fuels currently used, and this would reduce CO2 

emission by 47,000 tonnes per year. The inhabitants of the disadvantaged areas of western 

Tunisia will finally have access to natural gas, the supply of which has until now been confined 

to coastal localities.  Access to this continuous supply of clean, affordable energy will help to 

reduce disparities between the western region and the other regions of the country by facilitating 

industrial development and job creation. Another justification for the Bank’s involvement is the 

project’s compliance with the Bank’s energy policy, which aims to support regional member 

countries in their efforts to improve access to modern, reliable and affordable energy sources. 

1.2.2 There is also complementarity with the Nawara project approved by the Bank in July 

2014 from the private sector window, which will contribute to the exploration and development 

of the southern Tunisian gas fields. Another operation, whose financing was approved by the 

Bank in 1975, helped to increase the recovery of associated gas from the El Borma oil field, 

leading to the development of the Gabes industrial pole and initial use of gas on an industrial 

scale in Tunisia. 

1.3  Aid Coordination 

 Energy sector investment projects (more specifically gas and electricity) receive 

financial assistance from several donors, particularly the OPEC Fund for International 

Development (OFID), the Arab Fund for Economic and Social Development (AFESD), the 

Saudi Fund for Development (SFD), the Kuwait Fund, the European Investment Bank (EIB), 

the Islamic Development Bank (IDB), JICA and ADB. Despite the many sector actors, there is 

no formal mechanism for coordinating donor operations. The country’s approach is to 

specialize donors by sub-sector, segment of activity or project, which creates little interaction 

between donors because of few co-financing opportunities.  It should be noted that 17 of the 19 

municipalities to be connected to the STEG gas network will be connected through the SFD-

financed section of the gas pipeline. It will be coordinated by the Ministry of Development, 

Investment and International Cooperation (MDCI) in accordance with the national development 

plans.  

II.  PROJECT DESCRIPTION 

2.1  Project Objectives and Components 

 The project’s overall goal is to develop the natural gas transmission and distribution 

network in the disadvantaged areas of the western region, and help to improve the living 

conditions of the inhabitants of 19 municipalities by providing them with reliable and secure 

access to natural gas. The project’s specific objective is to connect 19 municipalities to the 

natural gas network, which should provide 13,450 households with access to natural gas. The 

project comprises four components, details of which are presented in the Table below. 
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Table 2.1 

Project Components (amounts in EUR million) 

No. Component Name 
Estimated 

Cost 
Component Description 

A 

 

 

 

Gas Transmission Network 

 

 

 

43.06 

Connection of 19 municipalities to the main transmission 

network (gas pipeline) through the construction of 260 km 

of gas distribution network linking the gas pipeline to the 

municipalities and gas pressure reducing stations, which 

are needed to provide gas to households and industries in 

the following municipalities: Tabarka, Béja, Jendouba, 

Mjez El Bab, Aïn Drahem, Bou Salem, Tastour, 

Teboursouk, Bouarada, Gaafour, Krib, Geboullat, 

Maagoula, Nefza, Djerissa, Dahmani, Ksour, Tedjerouine 

and Kef. 

B 

 

Gas Distribution Network 

 

10.10 

Construction of 404 km of network constituting the main 

distribution arteries for the connection of 13,450 

households in the 19 municipalities of the project area. 

C 
Environmental and Social 

Mitigation Measures 
1.04 

Acquisition of land for the construction of stations, 

indemnification and compensation relating to agricultural 

losses, and land occupancy during the construction and 

operational phase.  

D Project Management 2.30 
Operating costs of the PMU, works control and 

supervision. 

Total Project Cost  56.50  

 

2.2  Technical Solution Adopted and Alternatives Explored 

 

2.2.1  The overall strategic development plan comprises the supply of gas to new 

municipalities and industrial areas, reinforcement of the coastal artery to be able to transport 

national gas, and the construction of the western loop linking Gabes to the south which will 

ensure adequate supply and provision of gas to the interior of the country. Special attention has 

been paid to environmental aspects with the burying of gas pipes in sensitive areas (tourist sites, 

heritage areas or densely populated areas). 

 

2.2.2  There is no single alternative solution for the entire project; however, other alternatives 

envisaged, such as the use of solar energy, piped LPG distribution or compressed natural gas 

transported by trucks and distributed by pipes, are solutions which are, on the one hand, 

uncompetitive and, on the other, only concern the residential sector.  The substitution of natural 

gas for liquid hydrocarbons in the industrial sector remains the most economical solution for 

both the user and the country. 

 

2.2.3  The alternative solutions explored and reasons for their rejection are presented in the 

table below: 
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Table 2.2 

Alternative Solutions Explored and Reasons for Rejection 

Alternative Solutions Brief Description Reasons for Rejection 

Use of solar energy 
Installation of individual 

PV systems  

Very costly investment 

Not all the needs are met 

Piped LPG 
LPG distribution through a 

network 

Very costly investments 

No production units in the area 
 

Compressed natural 

gas 

Transportation of 

compressed natural gas by 

truck then piped 

distribution 

Very costly investments 

 

 

2.3  Project Type 

 The project is a stand-alone investment project for which the proposed financing 

instrument is a loan from ADB resources that will be granted to STEG and guaranteed by the 

Government.  

2.4  Project Cost and Financing Arrangements   

2.4.1 The total project cost, excluding taxes and customs duties, is estimated at 131.92 

million Tunisian Dinars i.e. 56.50 million Euros. This cost includes a 5% provision for physical 

and technical contingencies and a 5% provision for price escalation, and will be financed to the 

tune of 49.39 million Euros by an ADB loan. The project costs by component, source of 

financing, and expenditure category are presented in Tables 2.3, 2.4 and 2.5 below: 

Table 2.3 

Cost Estimate by Component  (in EUR million) 

Components F.E. L.C. Total % F.E. 

Gas Transmission Networks  27.09 11.97 39.06 69% 

Gas Distribution Networks 6.54 2.63 9.17 71% 

Environmental and Social Mitigation Measures 0.00 0.94 0.94 0% 

Project Management 0.42 1.67 2.08 20% 

Total Base Cost   34.04 17.20 51.24 66% 

Provision for Implementation Contingencies 1.70 0.86 2.56 66% 

Provision for Price Escalation 1.79 0.90 2.69 66% 

Total Project Cost 37.53 18.97 56.50 66% 

 

2.4.2 The project will be financed by STEG to the tune of 7.11 million Euros and by the 

Bank to the tune of 49.39 million Euros. STEG counterpart funds will account for 12.6% of the 

total project cost. This contribution complies with the guidelines and recommendations of the 

last version of the World Bank’s Country Financing Parameters (CFP)1 on which the Bank 

currently draws to determine the maximum level of its participation in project implementation 

in Tunisia. The Bank’s commitment to finance 87.4% of the project cost is justified by the 

social nature of the project and its capacity to protect the country’s environment, as well as 

STEG’s special context. Despite its deficit operating situation, STEG is required not only to 

satisfy the increasing demand for electricity in the country by financing its vast investment 

                                                 
1 Country Financing Parameters (CFP), World Bank, 2005 
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programme, but also to contribute to Tunisia’s efforts to reduce regional disparities by 

providing the disadvantaged segments of society with access to modern, reliable and affordable 

energy services. At the end of the transition period, the Government still faces serious budgetary 

constraints which limit its capacity to support public enterprises with operating and/or balance 

subsidies. Nevertheless, the constraints are expected to be absorbed following concrete 

implementation of the tax reform scheduled for the third quarter of 2015. This specific and 

exceptional context therefore calls for Bank coverage of virtually the entire project cost, which 

accounts for only 2.7% of STEG’s investment programme over the 2012-2016 period. Lastly, 

it should be noted that the initiated and gradual removal of the Tunisian Government’s direct 

and indirect subsidies for petroleum products will not affect the competitiveness of natural gas 

in relation to the other products it will substitute (cf. A.2.6 of the Technical Annexes). 

Furthermore, the planned revision of STEG’s tariffs by the Tunisian authorities should help to 

improve its financial situation. The justifications for the Bank and Government contributions 

to the financing of the total project cost are given in detail in B.10 of the Technical Annexes in 

compliance with the First Vice-President’s Directive of 10 December 2014 on implementation 

of the Bank’s policy with respect to eligible expenses for financing.  

 

Table 2.4 

Project Sources of Financing  (in EUR million) 

Sources of Financing F.E. Local Currency Total % Total 

ADB 35.56 13.83 49.39 87.4% 

STEG 1.97 5.14 7.11 12.6% 

Total Project Cost 37.53 18.97 56.50 100% 

 

2.4.3 The project cost by expenditure category is presented as follows: 

 

Table 2.5 

Project Cost by Expenditure Category (in EUR million) 

Expenditure Categories F.E. L.C. Total % F.E. 

Works  7.82 11.73 19.55 40% 

Goods 25.81 2.87 28.67 90% 

Operating costs 0.42 1.67 2.08 20% 

Others 0.00 0.94 0.94 0% 

Total Base Cost 34.04 17.20 51.24 66% 

Provision for Implementation Contingencies 1.70 0.86 2.56 66% 

Provision for Price Escalation 1.79 0.90 2.69 66% 

Total Project Cost 37.53 18.97 56.50 66% 

 

2.4.4 The expenditure schedule by component is presented as follows: 
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Table 2.6 

Expenditure Schedule by Component (in EUR million) 

Components 2015 2016 2017 2018 2019 Total 

Gas transmission networks  2.06 8.61 17.22 12.17 3.00 43.06 

Gas distribution networks 0.00 1.01 5.05 2.00 2.04 10.10 

Environmental and social mitigation 

measures 
0.00 0.52 0.52 0.00 0.00 1,04 

Project management 0.46 0.46 0.46 0.46 0.46 2.30 

Total   2.52 10.60 23.25 14.63 5.50 56.50 

% Total 4.5% 18.8% 41.1% 25.9% 9.7% 100.0% 

 

2.4.5 The ADB resources will be used to finance the entire “gas transmission networks” 

component and all the equipment for the “gas distribution networks” component. STEG 

counterpart funds will finance: (i) installation works for the “gas distribution networks” 

component, and (ii) the components “Environmental and social mitigation measures” and 

“Project management”. These resources are broken down by expenditure category as follows: 

 
Table 2.7 

ADB Resources by Expenditure Category (in EUR million) 

Expenditure Categories F.E. L.C. Total % F.E. 

Works     7.11 10.66 17.77 40% 

Goods 28.45  3.17 31.62 90% 

Total        35.56 13.83 49.39 72% 

 

2.5  Project Area and Beneficiaries 

2.5.1  The project covers the western region of Tunisia. The installations will be divided among 

the country’s 5 Governorates, namely Jendouba, Siliana, Kef and Kasserine, corresponding to 

the north-west region. The main economic activities in the project area are industry, tourism, 

handicraft, trade and services. The main project beneficiaries are: (i) small and medium-sized 

industries, as well as the tourism sector and households which will benefit from clean and less 

expensive domestic fuel; and (ii) enterprises which will benefit from supply and works contracts 

when the project is implemented. 

2.5.2  During the construction phase, about 1,900 direct temporary jobs will be created.  

Unskilled labour will mainly be recruited locally. During the operational phase, 200 direct 

permanent jobs and 700 indirect jobs will be created. 

2.6  Participatory Approach for Project Identification, Design and Implementation 

2.6.1  The project design is based on studies on master plans for gas transmission and supply 

to the country’s main towns. These sub-projects are in response to requests for gas supply from 

the industrial sector, local authorities and the population, who see the implementation of this 

project as key to the region’s economic and social development. 

2.6.2    The participatory approach was adopted at all stages of the project appraisal by the 

institutions and beneficiary population. Indeed, several meetings with the authorities 

responsible for the energy sector, the local representatives of the Ministries of Equipment, 



 

 

 

7 

Regional Development, Agriculture, Environment and representatives of the population 

provided opportunities for in-depth exchanges to hear their expectations, opinions and 

suggestions regarding the project and its spinoffs  in terms of  job creation and improved living 

conditions for the population. Meetings and consultations were also held in June 2013 with the 

different actors involved in the project implementation (STEG, Ministries and Services 

concerned, regional authorities, social actors and the population) and in environmental and 

natural resource management. Consultation with the population and NGOs (including women’s 

associations), in coordination with the local authorities, constantly guided the work and field 

investigations of all the parties involved in the project implementation.  At these different 

meetings, the parties concerned were informed about the project components, and their views 

were collected to identify their environmental and social specificities and prepare the required 

protection measures jointly in the most consensual manner.  To strengthen and maintain this 

process, the participatory approach will be pursued throughout the project implementation. 

 

2.7  Bank Group Experience and Lessons Reflected in Project Design 

2.7.1  With an overall rating of 2.60 as at 30 September 2013, the performance of the Bank’s 

portfolio in Tunisia had deteriorated in relation to the previous portfolio review carried out in 

2011.  It was considered satisfactory overall given the current situation in Tunisia. There are no 

projects at risk in the portfolio. The main constraint noted in the implementation of investment 

projects concerns the late submission of audit reports. The project design took this constraint 

into account by including measures to prevent delays in the production of project financial 

statements inserted into the audit reports and ensuring their compliance with the Bank’s terms 

of reference (presentation by component, category and source of financing). It also made 

provision for the training and sensitization of the external auditor on audit report submission 

deadlines and familiarization with the Bank’s terms of reference for project audits. In order to 

monitor the recommendations contained in the project auditor’s report on internal control, the 

responsibility will be entrusted to STEG’s Internal Audit Department. 

2.7.2  The Bank is one of Tunisia’s key partners in the energy sector. With total net 

commitments of UA 304 million for 10 operations, it has helped to improve the living 

conditions of rural and urban communities by increasing the rural electrification rate from 6% 

in 1976 to 98.9% in 2010, as well as the national electrification rate from 37% to 99.5% over 

the same period. From the implementation of Bank-financed projects, STEG has become 

closely acquainted with the Bank’s rules and procedures. However, some difficulties were noted 

mainly in project implementation due to the lengthy goods and works procurement procedures.  

The commonly–used practice in STEG for previous projects encouraged the use of a plethora 

of different bidding documents (BD) most of which concerned low amounts. In the case of the 

ongoing ADB VIII project, the grouping of equipment to be procured by items of the same 

industrial origin, combined with the financing of the works by STEG, has reduced the number 

of BDs from about a hundred previously (ADB VII) to 21. The project design took this key 

lesson into account, which will limit the number of BDs to 8, thus helping to ensure smooth 

project implementation.   

2.8  Key Performance Indicators 

2.8.1  The project performance will be measured in terms of the performance indicators 

explained in the results-based logical framework. The key performance indicators are: the 

natural gas penetration rate, the number of localities connected, the number of households 

connected to the natural gas distribution network, the quantity of CO2 avoided by the 

substitution of natural gas for liquid fuels, the number of kilometres of the distribution network 
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constructed, the number of installations made, the number of kilometres of distribution network 

constructed, and the number of jobs created, including jobs for women. 

2.8.2  The project performance indicators will be incorporated into the quarterly reports of 

the Gas Transmission Department responsible for the project’s technical management. The 

performance will also be monitored during Bank field trips and supervision missions so as to 

take corrective actions. 

III.  PROJECT FEASIBILITY 

3.1  Financial and Economic Performance   
 

Table 3.1 

Key Project Economic Data 

Baseline Scenario ERR:        17.84 % Economic NPV: TND 73.02 million 

NB: Detailed calculations are presented in Annex B7 
 

3.1.1  Project Financial and Economic Performance: The project is not financially 

profitable because STEG’s current selling price for natural gas, which is an administered price, 

is lower than the cost price. On the other hand, the project’s economic performance was 

analyzed on the basis of the economic rate of return (ERR) obtained from a comparison of the 

project’s economic investment costs (investment costs adjusted by conversion factors) and the 

project’s expected economic benefits (in particular, the savings made due to the substitution of 

natural gas for fuel oil, diesel and LPG by the project beneficiaries). 

3.1.2  Sensitivity of the Project’s Economic Performance: It was analyzed in relation to: (i) 

a 10% increase in the cost of crude oil on the international market; (ii) the trend of the Tunisian 

dinar exchange rate against the American dollar during the investment phase, and (iii) the 

natural gas penetration rate in the project area. This analysis showed that the project’s economic 

rate of return and net present value, though sensitive to changes in the different factors, remain 

at acceptable levels, thus confirming the project’s economic viability. It is more sensitive to the 

natural gas penetration rate, and is positively affected by an increase in crude oil prices.    

3.2  Environmental and Social Impacts 

Environment 

3.2.1  The project is classified in environmental category 1 in view of the nature of the works 

to be carried out, the size and scale of the project, as well as its potential direct and indirect 

impacts. In accordance with the Bank’s procedures for assessing environmental and social 

impacts, an Environmental and Social Impact Assessment (ESIA) was prepared with an 

Environmental and Social Management Plan (ESMP), a risk analysis and an Emergency 

Response Plan. This assessment focused on the construction and operation of the Feriana–

Kasserine–Tajerouine-Dehmani gas pipeline, as well as the distribution and supply works in 19 

municipalities.  The assessment summary was posted on the Bank’s Website in August 2013. 

3.2.2  The project’s potential impacts relating to the works and operational phases are: (i) 

loss of land, crops and property along the main pipeline and secondary pipelines; (ii) demolition 

of water and community infrastructure (water towers, roads, etc.); (iii) deterioration of the plant 

cover; (iv) nuisance from traffic and deterioration of road safety during the works; and (v) risks 

related to the commissioning of the equipment (risk of fire and leaks from the gas pipeline or 

gas supply structures). 
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3.2.3  Specific mitigation measures have been retained to mitigate project-related risks: 

- the people concerned will be compensated, 

- the pipes will be laid in compliance with TS 109.01 standard, and 

- affected trees and crops will be identified, and compensation paid to those 

concerned. 

3.2.4  The works contractors will be required to take specific measures to protect the 

environment and reduce the risk of accidents during the works phase by installing appropriate 

road signs and providing regular information to users of the works programme road. 

3.2.5  Special attention will paid during the works to the historical relics and cultural heritage 

items in the project area. In the event of any discoveries, the works will be stopped and the 

Ministry of Culture contacted for action.  

3.2.6  During the operational phase, measures will be taken to prevent corrosion and ensure 

regular inspection and monitoring of the gas pipeline, as well as structures and equipment. 

3.2.7  STEG has the required emergency response equipment and qualified personnel to 

tackle at all times the different incidents likely to occur on the natural gas transmission and 

distribution network. STEG will be responsible for monitoring the project in cooperation with 

all the actors and stakeholders.  Monitoring will be conducted periodically, and environmental 

and social monitoring reports will be prepared.   

3.2.8  Each project stakeholder is responsible for contributing to environmental monitoring. 

STEG, as the project owner, will oversee the monitoring of any changes in the various 

components of the natural and human environment affected by the project. Independently, the 

environmental authorities, through the ANPE, will verify the implementation and compliance 

of these environmental measures. The local authorities will also oversee the implementation of 

these environmental and social measures. The population may also intervene through a register 

of claims kept at municipality level and analyzed by the authorities prior to submission for 

consideration by the works contractor and project owner.  

3.2.9  Detailed measures are proposed in the project Environmental and Social Management 

Plan. 

Climate Change 

3.2.10  The use of natural gas will considerably reduce the consumption of biomass and highly 

polluting liquid fuels, and consequently emissions of greenhouse gases and other pollutants. 

Under the project, annual avoided emissions are estimated at 47,000 tonnes of CO2. 

Gender 

3.2.11 Even though access to natural gas will benefit all households on the whole, it is 

expected to have a positive spinoff for women. The report and statistics of the Ministry of 

Women’s and Family Affairs (MAFF) on women’s status in Tunisian rural areas and their 

access to public services reveal some common constraints2 in the 5 Governorates of the project 

                                                 
2  Institutional support to MAFF for the promotion of women’s role and conditions in rural areas “Research on women’s status in Tunisian 

rural areas and their access to public services” in eleven Governorates of Tunisia (Gender Approach), Final Report, Tunis -2013 
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area, such as access to basic infrastructure and the need to reduce gender-sensitive poverty. In 

order to eradicate discrimination and remove the obstacles, the gas project will ensure that 

women, in their daily chores, no longer handle more polluting oil products and wood, which 

will improve their comfort and health. The project will also provide women with more time to 

take care of themselves and their families, concentrate on education, and access improved social 

services (hospitals and schools) in their localities. Rural women in these governorates are 

dynamic and make a significant contribution to family incomes, especially through work in 

irrigated agriculture, the use of forest resources, handicrafts, as well as paid work in the service 

and tourism sectors. The project will improve economic competitiveness, which could attract 

additional investments that will create new job opportunities (at least 300 for women) and 

higher incomes for the most disadvantaged groups in the society, especially women. The project 

makes provision for consultations with the population during the implementation phase when 

women’s associations and NGOs will be present, and will help to identify problems (such as 

access to financial and social services) and propose solutions.  

3.2.12 Following the Tunisian Revolution of 14 January 2011, the new Constitution 

confirmed that the society had the will to ensure that women enjoy equal legal status and 

democratic freedoms, while laying the foundations for human rights in Tunisia. Consequently, 

institutional mechanisms responsible for women’s status and programmes, projects and 

strategies have been established to support gender mainstreaming at sector level, especially the 

appointment of focal points in the public administration at the Ministry of Industry and Energy 

to sensitize the civil service on gender equality and improvement of women’s status. 

Studies on the needs of rural women and projects to provide support to women household heads 

in the project Governorates are underway. These studies take into account the connection of the 

localities in the project area to the natural gas network by 2018. 

Social 

3.2.13  The project will supply 19 municipalities in Tunisia’s most disadvantaged 

governorates (Kasserine, Kef, Jendouba and Beja). The poverty rate is 46.9%3 in Kasserine, 

30.4 % in Kef, 28.6% in Jendouba, and 22.1% in Beja, and the unemployment rate is 20.1% in 

Kasserine, 11.5% in Kef, 17% in Jendouba, and 11.2% in Beja.  The project will help to improve 

the population’s living conditions through job creation, the development of economic activities, 

better health services and opening up of the area through reliable and affordable access to gas.  

It is expected that 13,450 new households will be connected. This will lead to the creation of 

1,900 direct jobs during construction phase and 900 jobs in the operational phase (200 direct 

jobs and 700 indirect jobs).   

3.2.14 The project is also expected to help increase the incomes of manufacturers and traders 

as a result of lower gas prices and keener economic competitiveness which will foster the 

development of production and service activities and, consequently, the reduction of poverty 

and rural-urban migration. Higher incomes will enable the population to meet their basic needs, 

especially the education of their children and access to health care. 

Involuntary Resettlement     

3.2.15  A good estimate of the number of affected people is not feasible at this stage. Since 

most of the land is State-owned, STEG will submit a good estimate of the people and property 

                                                 
3  2014-2015 Tunisia Interim CSP, Annex 8 
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affected prior to works start-up. During the works phase, compensation for one month’s land 

occupancy will be paid to the people and organizations concerned.  

3.2.16  During the operational phase, two categories of land will be identified: (i) land to be 

expropriated for related installations and structures; and (ii) compensation for land use 

restrictions and land used for the gas pipe route. It has been noted, however, that the pipes may 

cross farm land planted with trees, mainly olives and young Aleppo pines, a recently introduced 

forest species, resulting in the possible felling of olive trees, fruit trees and forest trees. For 

temporary loss of land (for pipe-laying purposes only), these losses will only concern one crop 

season, since it will be possible to resume non-tree crops (wheat, barley, grazing land,) 

following the restoration of the right-of-way of the pipeline after its installation. STEG will 

validate the Resettlement Action Plan when the surveys are completed, and the exact number 

of affected people and property will be calculated. ADB reserves the right to ensure that the 

plans are compliant with the principles of the Population Resettlement Policy Framework.  

3.2.17  STEG, through the Project Implementation Unit and in collaboration with the Local 

and National Coordination Units, will open a complaints register in compliance with the 

existing regulations, as soon as census activities begin in a given area. An annual monitoring 

report will be submitted to the steering bodies and the Bank.  The resettlement component will 

be specifically and comprehensively covered in the project progress reports. 

IV. IMPLEMENTATION  

4.1  Implementation Arrangements 

4.1.1  Project Implementation: STEG will be the project executing agency and will be 

responsible for its technical and financial management. STEG’s structures have demonstrated 

their implementation capacities in pervious projects financed by the Bank, especially in the area 

of electric power. The project activities will be coordinated by the Gas Production and 

Transmission Department (DPTG) within which a Project Management Unit (PMU) will be 

established and supported by some of STEG’s key Departments such as the Financial and 

Accounting Department (DFC), the Logistics and Distribution Department (DLD), and the 

Safety and Environment Department (DES). These three departments, for reasons of efficiency, 

will each appoint a focal point no later than the project negotiation stage. These focal points 

will be responsible for liaison and interface between the PMU and their respective Departments. 

4.1.2  The PMU will have a team comprising a Project Leader and his/her Deputy and 6 (six) 

works supervisors (3 for transmission and 3 for distribution) who will be responsible for works 

inspection and supervision in the geographical areas to which they will be assigned. Two focal 

points, procurement experts appointed by the DGPT and DLD, will strengthen the PMU. The 

DFC and DES will also each appoint an expert to support the PMU. The works supervisors will 

be backed up by a team of experts in mechanics, welding, civil engineering, and land 

transactions.  The DPTG has already conducted alignment studies on the different transmission 

networks to be constructed so as to determine the equipment to be procured. The topographical 

surveys required for preparing the technical specifications of the works bidding documents will 

begin in early 2015. 

4.1.3 Procurement Arrangements: For the implementation of this project, emphasis will 

be laid on the procurement of materials and works required for the construction of the gas 

transmission and distribution networks. All procurements of goods and works financed by the 

Bank will be made in accordance with the Bank’s Rules and Procedures for the Procurement of 

Goods and Works using the appropriate standard bidding documents (BD). Indeed, in view of 
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the volume of works and/or nature of the materials required, only International Competitive 

Bidding (ICB) will be used; details are presented in Technical Annex B5. 

4.1.3.1  STEG will be responsible for project procurements through its specialized services and 

divisions. Indeed, in order to adapt to STEG’s mode of operation (characterized by the existence 

of a separate procurement structure per Department), it was agreed that the Major Gas Projects 

Service (‘SGPG’) of the Gas Production and Transmission Department (‘DPTG’) and the   

Supplies Division (DA) of the Logistics and Distribution Department (‘DLD’) of STEG will be 

responsible for procurements to be made by the Transmission Department and the Distribution 

Department respectively. 

4.1.3.2  STEG’s capacities have been assessed to determine its ability to smoothly make the 

procurements under the project. The assessment focused on STEG entities that will be involved 

in procurements for the project and its operating environment. More specifically, the assessment 

was intended to: (i) analyze STEG’s operation and intrinsic capacity through the structures 

involved in the project procurements; (ii) assess STEG’s operating environment; (iii) analyze 

STEG’s main management tools for procurement; (iv) identify any weaknesses so as to propose 

an action plan. Following the assessment, the procurement risk level was considered to be 

moderate. It was noted that: (a) STEG has sufficient high quality human resources to carry out 

the proposed procurements; (b) the existing control environment is adequate and reassuring; (c) 

the degree of familiarization with the Bank’s procurement rules is acceptable even though it is 

at the level of the SGT or DA and requires strengthening, especially for the procurement of 

goods. In light of the foregoing, an action plan has been proposed in Technical Annex B5. The 

plan’s implementation will contribute to satisfactory mitigation of the potential risks identified.  

4.1.3.3  The procurement plan to be financed by the Bank has been discussed, and is presented 

in Annex B5.  

4.1.4. Financial Management and Audit Arrangements 

4.1.4.1  Financial Management Arrangements: The project’s financial management will 

rely on STEG’s entire financial management system, particularly on the Financial and 

Accounting Department as well as other key departments or functions intervening in resource 

management and control, namely: (i) the Financial and Accounting Divisions and Budget 

Divisions of the Gas Production and Transmission Departments and the Electricity and Gas 

Distribution Department, (ii) the Management Control Department, (iii) the Internal Audit 

Department, (iv) the General Organization and Information System Department; and (v) 

functions involved in the procurement process. The project’s financial management system has 

been assessed in compliance with ADB guidelines and taking into account STEG’s experience 

in the financial management of previous ADB-financed projects. The assessment covered 

aspects relating to budget management, accounting, internal control, financial information and 

external auditing. However, it was limited by STEG’s failure to submit internal audit reports.  

Following the assessment, the initial fiduciary risk level was considered moderate. Indeed, the 

structures involved in the project management are permanent internal structures with sufficient 

qualified and experienced staff responsible for planning, budgeting, financial and cost 

accounting, internal control, and verification of expenditure and monitoring of projects financed 

by donors. STEG has specific procedures for its different operational processes. These are being 

updated following the recent deployment of its new information system. Furthermore, these 

structures were previously involved in the management of eight Bank-financed projects, the 

audit reports on which did not report any irregularities or misuse of resources.  However, it was 

noted that the audit reports were received late and, in some cases, were non-compliant with the 
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Bank’s terms of reference, and that the internal control measures recommended by the project 

auditor were not closely monitored. The Bank recommends the implementation of measures to 

ensure compliance of the financial information and audit opinions issued for the project with 

ADB requirements in that area and the timely submission of the project audit reports in order 

to achieve a low level of residual risk. To that end, the following financial management 

arrangements have been retained. 

4.1.4.2 The Financial and Accounting Department will be responsible for the project’s 

financial management. It will appoint a qualified and experienced financial management focal 

point from its services to be responsible for liaison and interface with the PMU. It will take 

appropriate measures as presented in Annex B4, including the correct configuration of STEG’s 

information system, so as to submit to the Bank annual project financial statements by 

component, expenditure category and source of financing, in accordance with ADB’s audit ToR 

based on budget and accounting data that can be verified by the information system. It will also 

prepare half-yearly financial reports on the basis of an agreed outline including, in one of the 

two statements, the budget forecasts and outputs by component, category and source of 

financing. The project will benefit from STEG’s current internal control mechanisms, 

particularly control of contract awards, expenditure commitments, and payment execution. If 

STEG’s procedures manual is not yet finalized at project start-up, a specific note on the 

project’s financial management will be prepared by STEG. 

4.1.4.3 The project’s financial management will be supervised, on and off-site, throughout its 

life span. The ADB also facilitated a workshop on the financial management of projects during 

the fiduciary clinic organized in Tunis in October 2014 in which those involved in the project’s 

financial management participated. Attention will also be drawn to the Bank’s financial 

management procedures when the project is launched.  

4.1.4.4 Disbursement Arrangements: Loan disbursements will be made in accordance with 

the relevant Bank procedures and, more specifically, with the provisions of the ADB 

Disbursement Handbook. In view of the nature and volume of project activities financed by 

ADB, the direct payment disbursement method will be used. The project may also use the 

repayment method, which entails reimbursing the project for eligible expenditures pre-financed 

by it from its own resources. Disbursement requests will be prepared and submitted to ADB by 

the Finance Division of the Financial and Accounting Department, which is already familiar with 

the Bank’s disbursement rules. A disbursement letter, discussed with STEG and the Bank during 

the negotiations, will define the specific disbursement modalities. It will be finalized and 

submitted to STEG upon approval of the project by the Bank.  

4.1.4.5 External Audit Arrangements: Donor projects implemented by STEG are audited 

by its external auditor using specific procedures. The audit costs are covered by STEG, and the 

auditor’s contract is managed by the Management Control Department. This external audit 

mechanism will also be used for the project. The project’s financial statements will be prepared 

under the responsibility of STEG and audited in compliance with international audit standards 

and the Bank’s ToR which will be communicated and explained to the external auditor at the 

project launching workshop. The audit will be performed annually and at project completion. 

The audit reports on the project financial statements, accompanied by separate reports on 

internal control (internal control letter), will be submitted to the Bank no later than six months 

following the end of the related accounting period. Implementation of the external auditor’s 

recommendations on internal control following the project audit will be monitored by STEG’s 

Internal Audit Department. The ADB would also like to obtain an annual audit report on 

STEG’s financial statements, including the internal control report. The project could also be 
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audited by State bodies (Court of Auditors, Prime Minister’s Office, and oversight Ministry). 

Where applicable, the Bank would also like to receive copies of the corresponding audit reports.  

4.2  Monitoring 

4.2.1  The project will be implemented over a 4-year period (2015–2018). The Gas 

Transmission Department will prepare half-yearly activity reports for submission to the Bank.  

The Environment Service will prepare environmental and social monitoring reports, which will 

be incorporated into the periodic project progress reports. 

4.2.2  The project logical framework will serve as basis for its monitoring. The monitoring 

indicators will be prepared on the basis of data collected by the districts and consolidated by 

the Electricity and Gas Distribution Department. The Bank will monitor the project 

implementation through regular missions. Following the launching mission, two project 

supervision missions will be undertaken each year. Towards the end of works implementation 

and following the commissioning of all the installations, STEG will prepare the project 

completion report. The Bank will also prepare its own completion report and project 

performance evaluation report. 

4.2.3  The main project implementation stages are presented as follows in chronological 

order: 

 
Period Stages Monitoring Activities/Feedback 

Loop 

April – June  2015 Loan approval and effectiveness STEG/Government/ADB 

April 2015 Initiation of construction designs STEG 

October  2015 Fulfilment of conditions precedent to 

first loan disbursement 

STEG/Government 

June 2015 to April 2018 Goods procurement process  STEG 

Feb. 2016 to March 2018 Launching of procurement process for 

pipe laying works   

STEG 

Feb. 2016 to August 2019 Works implementation  STEG 

   

Feb. 2016 to August 2019 Works control and supervision STEG 

Twice a Year Project supervision STEG/ ADB 

December 2019 Borrower’s completion report STEG 

March 2020 Bank completion  ADB 

 

4.3  Governance 

4.3.1  The accounts of STEG, a non-administrative public institution, are audited annually 

by an external and independent audit firm. The structures involved in the project management 

are permanent internal structures with sufficient qualified and experienced staff, and are 

responsible for planning, budgeting, financial and cost accounting, internal control, verification 

of expenditure and monitoring of donor-financed projects. 

4.3.2  To-date there has been no mention of irregularities in the supervision and audit reports 

of the eight (8) Bank-financed projects. However, it was noted that audit reports were received 

late and, in some cases, were not fully compliant with the Bank’s terms of reference. STEG has 

generally complied with the Bank’s existing procedures for contract award and management in 

the previous operations.  
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4.4  Sustainability 

4.4.1  The country’s commitment to the project is reflected in the inclusion of project-related 

investments in the XIIth Development Plan. Furthermore, STEG’s undertaking to provide the 

counterpart funds was scrupulously adhered to in the previous experiences with the Bank. This 

undertaking has been reaffirmed for this project. STEG’s departments and decentralized 

structures have performance contracts with the objectives of service quality, safety and cost 

control.  

4.4.2  In all regions, STEG has a sufficient number of competent technical personnel 

responsible for the operation and maintenance of the gas transmission and distribution 

networks. Part of this personnel will be redeployed to the project localities. This process will 

be accompanied by the recruitment of additional personnel, who will receive appropriate 

training and supervision by experienced staff. The project’s sustainability depends mainly on 

STEG’s capacity to make sufficient annual budgetary allocations to its competent units to cover 

the operating and maintenance costs of the networks to be constructed under the project.  The 

current operating instructions and rules, as well as procedures for renewal of structures, will 

help to ensure sustainability of the investments and related recurrent costs. 

4.5  Risk Management 

4.5.1  Insufficient gas resources: The main risk likely to jeopardize the project’s smooth 

implementation and achievement of its objectives is insufficient natural gas resources to meet 

the additional demand. Ensuring the security of gas supplies through the development of 

national gas and the signing of gas import contracts with neighbouring producer countries is a 

mitigation measure for this risk. Promoting gas exploration and national production to which 

the Bank is contributing through the Nawara project is another mitigation measure for this risk. 

4.5.2  Non-implementation or slippage on implementation of the Tunis-Dahmani gas 

pipeline project: The transmission network to be constructed under the project will be supplied 

from the Tunis-Dahmani gas pipeline to which it will be connected. The gas pipeline project is 

at the construction design stage by STEG, which has extensive experience in the 

implementation of similar projects and will have no difficulty in completing the works within 

the stipulated timeframe given the early start-up of project implementation. The financing risk 

will be mitigated by confirmation of the signature of the gas pipeline financing by SFD. 

4.5.3  Non-acceptance of the project by the population: This risk will be mitigated by public 

consultations on the field (including women’s NGOs) which have shown that the population 

has high expectations of the project. Acceptance by the population will be maintained during 

project implementation by their involvement through the recruitment of local personnel, 

including women, for the construction works. 

4.6 Knowledge Building 

 The Bank still has fairly limited experience in financing the gas sector.  The only 

project financed by the Bank in Tunisia, which has been completed, is the El Borma gas pipeline 

reinforcement project in 1975. The knowledge to be consolidated through the project 

implementation will enable Tunisia and the Bank’s other regional member countries that have 

natural gas resources to better design and implement the development of their energy potential. 

Furthermore, the supervision reports, progress reports, financial audit reports, monitoring-

evaluation data, and completion reports will all constitute sources of information for future 
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projects in the sub-sector where gas deposits have been discovered in some regional member 

countries. 

V.  LEGAL FRAMEWORK 

5.1  Legal Instrument 

 The financing instrument for the project is a loan to be granted to the Tunisian 

Electricity and Gas Corporation (STEG) which is the Borrower, guaranteed by the Tunisian 

Government. 

5.2  Conditions for Bank Intervention 

A) Conditions Precedent to Effectiveness  

5.2.1 Effectiveness of the Loan Agreement shall be subject to its signature by the Bank and 

Borrower.  Effectiveness of the guarantee agreement shall be subject to fulfilment, by the 

Guarantor and to the Bank’s satisfaction, of the conditions stipulated in Section 12.01 of the 

Bank’s General Conditions. 

B) Conditions Precedent to First Disbursement of the Bank’s Resources   

5.2.2 In addition to effectiveness of the loan agreement, the loan disbursement shall be 

subject to fulfilment, by the Borrower and to the Bank’s full satisfaction, of the conditions 

stipulated in paragraph (a), sub-paragraphs (i) and (ii) of the General Conditions. 

C) Other Conditions 

5.2.3 The Borrower shall, to the Bank’s satisfaction: 

(i) No later than three (3) months following signature of the loan agreement, provide 

the Bank with evidence of the appointment and installation of the Project 

Implementation Unit personnel; and 

(ii) As the works progress and prior to works start-up in any given section, provide 

evidence of compensation of the project affected people in the area and/or 

acquisition of the land required for construction of the natural gas pressure 

reducing stations in accordance with the Environmental and Social Management 

Plan (PGES), the Population Resettlement Framework (PRF), and the Bank’s 

related rules and procedures, particularly its Involuntary Resettlement Policy. 

D) Undertakings 

5.2.4 The Borrower undertakes, to the Bank’s satisfaction, to: 

(i) Implement the project, PRF and ESMP and have them implemented by its 

contractors in accordance with the national law and the recommendations, 

requirements and procedures contained in the ESMP, as well as with the Bank’s 

related rules and procedures; 

(ii) Refrain from starting up works in any given area without having fully 

compensated the people affected in the said area; and 
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(iii) Provide the Bank with half-yearly reports on the implementation of the ESMP 

and PRF including, if required, any shortcomings and corrective actions initiated 

or to be initiated. 

5.3  Compliance with Bank Policies 

 The project complies with all the Bank’s applicable rules. 

 

VI.  RECOMMENDATION 

 Management recommends that the Board of Directors should approve the proposal for 

an ADB loan of Euros 49.39 million, guaranteed by the Tunisian Government, to the Tunisian 

Electricity and Gas Corporation (STEG) for the purpose and subject to the conditions stipulated 

in this report. 
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Appendix I. Comparative Socio-Economic Indicators for Tunisia 

 

Year Tunisia Africa

Develo-     

ping         

Countries

Develo-       

ped  

Countries

Basic Indicators

Area ( '000 Km²) 2011 164 30 323 98 458 35 811
Total Population (millions) 2013 11,0 1 109,0 5 909,3 1 252,8
Urban Population (% of Total) 2013 66,7 40,2 47,7 78,3
Population Density  (per Km²) 2013 67,2 46,9 70,7 23,5
GNI per Capita (US $) 2012 4 150 1 719 3 815 38 412
Labor Force Participation - Total (%) 2012-2013 35,4 37,4 67,9 72,1
Labor Force Participation - Female (%) 2012-2013 27,3 42,5 38,6 44,6
Gender -Related Dev elopment Index  Value 2007-2011 0,752 0,502 0,694 0,911
Human Dev elop. Index  (Rank among 187 countries) 2012 94 ... ... ...
Popul. Liv ing Below  $ 1.25 a  Day  (% of Population)2008-2011 1,1 40,0 20,6 ...

Demographic Indicators

Population Grow th Rate   - Total (%) 2013 1,1 2,5 1,3 0,3
Population Grow th Rate   - Urban (%) 2013 1,4 3,4 2,5 0,6
Population < 15 y ears  (%) 2013 23,2 40,9 28,3 16,4
Population >= 65 y ears  (%) 2013 7,2 3,5 6,1 16,8
Dependency  Ratio (%) 2013 43,1 77,9 52,4 49,9
Sex  Ratio (per 100 female) 2013 98,3 100,0 103,3 94,4
Female Population 15-49 y ears (% of total population) 2013 28,0 24,0 53,1 45,2
Life Ex pectancy  at Birth - Total (y ears) 2013 75,9 59,2 68,4 77,8
Life Ex pectancy  at Birth - Female (y ears) 2013 60,4 60,3 70,3 81,2
Crude Birth Rate (per 1,000) 2013 17,2 34,8 21,2 11,2
Crude Death Rate (per 1,000) 2013 5,7 10,4 7,6 10,4
Infant Mortality  Rate (per 1,000) 2013 15,1 61,9 39,8 5,5
Child Mortality  Rate (per 1,000) 2013 16,6 97,4 56,3 6,6
Total Fertility  Rate (per w oman) 2013 2,0 4,6 2,6 1,7
Maternal Mortality  Rate (per 100,000) 2010 56,0 415,3 240,0 16,0
Women Using Contraception (%) 2013 65,1 34,9 62,6 71,3

Health & Nutrition Indicators

Phy sicians (per 100,000 people) 2004-2011 122,2 47,1 117,8 297,8
Nurses (per 100,000 people)* 2004-2011 328,0 132,6 202,7 842,7
Births attended by  Trained Health Personnel (%) 2006-2011 94,6 52,6 66,3 ...
Access to Safe Water (% of Population) 2012 96,8 68,8 87,2 99,2
Access to Health Serv ices (% of Population) 2000 90,0 65,2 80,0 100,0
Access to Sanitation (% of Population) 2012 90,4 39,4 56,9 96,2
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS 2012 0,1 3,9 1,2 ...
Incidence of Tuberculosis (per 100,000) 2012 31,0 223,6 144,0 23,0
Child Immunization Against Tuberculosis (%) 2012 99,0 83,0 81,5 96,1
Child Immunization Against Measles (%) 2012 96,0 74,0 83,0 94,3
Underw eight Children (% of children under 5 y ears) 2005-2012 3,3 19,7 17,0 1,4
Daily  Calorie Supply  per Capita 2009 2 260 2 481 2 675 3 285
Public Ex penditure on Health (as % of GDP) 2010-2012 3,4 2,9 3,0 7,5

Education Indicators

 Gross Enrolment Ratio (%)

      Primary  School       -   Total 2012 109,7 101,9 109,4 100,9
      Primary  School       -   Female 2012 108,4 97,9 107,6 100,6
      Secondary  School  -   Total 2011-2012 91,1 47,4 69,1 100,2
      Secondary  School  -   Female 2011-2012 93,3 44,0 67,8 99,7
Primary  School Female Teaching Staff (% of Total) 2012 57,3 46,6 58,0 84,3
Adult literacy  Rate - Total (%) 2011-2012 79,7 62,0 80,3 99,2
Adult literacy  Rate - Male (%) 2011-2012 87,8 70,7 85,9 99,3
Adult literacy  Rate - Female (%) 2011-2012 71,7 53,7 74,9 99,0
Percentage of GDP Spent on Education 2010-2012 6,2 5,3 4,3 5,5

Environmental  Indicators

Land Use (Arable Land as % of Total Land Area) 2011 18,3 7,6 10,7 10,8
Annual Rate of Deforestation (%) 2000-2009 -0,2 0,6 0,4 -0,2
Forest (As % of Land Area) 2011 6,6 23,0 28,2 35,0
Per Capita CO2 Emissions (metric tons) 2010 1,9 1,2 3,0 11,6

Sources: AfDB Statistics Department Databases; last update :

United Nations Population Division, World Population Prospects: The 2012 Revision; 

World Bank: World Development Indicators; UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports.

For any given interval, the value refers to the most recent year available during the period

Note  :    n.a. : Not  Applicable ;  … : Data Not Available.
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Appendix II. Table of ADB’s Portfolio in Tunisia 
  

Dept. Title Financing 
Closing 

Date 
Approval Amount (MUA) 

Disburse

ment 

OWAS2 Rural DWS Programme (RDWS) ADB Public 31-Dec-17 12-Oct-11 82.00 30.86% 

OWAS2 
Treated Wastewater Quality Improvement 

Project 
ADB Public 31-Dec-14 11-Jan-12 

28.06 
7.09% 

OPSM 
APEX SME Line of Credit Facility 

ADB Public 31-Dec-16 13-Jul-11 
33.41 

53.78 

% 

OITC2 Gabes - Raps Jedi Motorway ADB Public 31-Dec-17 21-Jun-11 118.77 31.31% 

OITC2 
Road Project – VI ADB Public 31-Dec-16 15-Sep-10 

204.09 72.46% 

ONEC1 Sanitation and Restructuring Project ADB Public 31-Aou-15 2-Sep-09 41.14 78.17% 

OSAN1 Sector Investment Project ADB Public 31-Mar-15 11-Dec-08 19.81 65.17% 

OITC2 Road Project – V ADB Public 31-Jun-15 11-Jun-08 150.76 77.87% 

OSAN1 Kairouan IADP ADB Public 31-Jul-15 29-Mar-06 15.40 77.28% 

OSHD2 Secondary Education Support Project -II ADB Public 31-Nov-14 28-Sep-05 51.71 89.87% 

OSAN1 
North Gafsa Integrated Agricultural 

Development Project 
ADB Public 30-Jun-19 13-Feb-13 

19.12 
8.14% 

AWF SINEAU AWF 31-Dec-14 22-Dec-09 1.71 71.13% 

ESTA2 
Statistical Capacity Building Programme II 

(SCB II) 
MIC 31-Dec-14 30-Mar-11 

0.49 
49.87% 

OSHD2 Cultural Industries Development Study MIC 31-Dec-14 22-Nov-10 0.27 28.33% 

OSGE2 
Preparatory Study on the Trade 

Strengthening Project 
MIC 31-Dec-14 24-Sep-10 

0.32 
100% 

ORNA 
Micro-Credit System Assessment Study 

(BTS) 
MIC 31-Jun-14 6-Jan-10 

0.14 
100% 

OWAS2 
Tunisian Sanitation Strategy Study 

MIC 
30- Dec -

14 
4-Dec-09 

0.57 
53.03% 

OSHD3 
Study on Emerging and Re-emerging 

Diseases 
MIC 31-Dec-14 3-Nov-09 

0.58 
100.00% 

OSAN1 Support to ADG MIC 31-Dec-15 20-Oct-09 0.59 17.46% 

OWAS2 Study on Flood Protection in Greater Tunis MIC 31-Dec-14 6-Oct-09 0.58 43.62% 

OSAN1 Grant - Gabes and Gafsa IADP MIC 31-Dec-15 26-Jul-12 0.38 48.14% 

OSHD3 Export of Health Services MIC 30-Jun -14 10-Sep-09 0.53 88.85% 

OITC 
E-government and Open-Government 

MIC 
31-Dec-

14C 
20-Dec-12 

0.68 
0.00% 

OWAS2 
Improvement of DWS Rate - Bizerte and 

Beja 
MIC 31-Dec-14 28-Sep-09 

0.46 
46.40% 



 

 

 

III 

OWAS2 Study on Zaraat Seawater Desalination MIC 31-Dec-14 5-Aug-09 0.64 53.79% 

OSNA 
Grant for the Preparation of the ‘500 km of 

Agricultural Feeder Roads Project 
MIC 31-Dec-16 18-Dec-13 

0.79 
0.00% 

OITC2 Road Safety Strategy Study MIC 31-Dec-16 30-Sep-13 1.00 0.00% 

ORNA 
Support to the operationalization of the 

public procurement action plan 
MIC 31-Dec-16 27-Dec-13 

0.53 
0.00% 

OPSM NAWARA Gas Project ADB - 17-June-14 50 0.00% 

 

 

  



 

 

 

IV 

Appendix III. Main Related Projects Financed by the Bank and Other Development 

Partners in Tunisia 

 

Donors Amount F.E. Projects Implementation Status 

 
Kuwait 

Development 

Fund (KDF) 

17.60 

million 
Euro 

ZRIBA  and 

AIN TURKIA Compressor Station 

Commissioning slated for 

2015 

IDB 29.55 

million 

Euro Gas Pipeline to Supply the Gafsa 

Mining Basin 

Near completion 

Commissioning in 2014 

 OFID 
37.26 

million 

Euro Gabés-Zarzis-Jerba Gas Pipeline Near completion : 

commissioning in 2014 

KDF 38.54 

million 

Euro Tunis-Bizerte Gas Pipeline Works start-up 

ADB 75 USD NAWARA South Tunisian Gas Pipeline Ongoing 

Saudi 

Development 

Fund 

64.66 

million 

Euro Tunis-Dahmani Gas Pipeline Ongoing 

AFD 2.60 million Euro Kelibia Gas Pipeline Commissioning in 2014 
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Appendix IV. Map of Project Area 

 




