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ABSTRACT
Tunisia has modest proven oil reserves of 308 million barrels. In
2005, Tunisia produced around 75,000 barrels per day (bbl/d) of
crude oil. This represents a 37 percent decline from Tunisia’s peak
output of 120,000 bbl/d between 1982 and 1984. Currently, the
country's domestic oil production capacity cannot meet the country's
consumption demand, which in 2005, was 94,000 bbl/d. Tunisia
became a net oil importer in 2000 for the first time.
Tunisia should to be able to supply at least part of its own petroleum
needs for the next decade, but significant production thereafter will be
contingent upon new discoveries. Tunisia is increasingly turning to
natural gas to meet domestic energy demand. According to the stateowned natural gas and electricity company, Société Tunisienne de
l’Electricité et du Gaz (STEG), natural gas represented 44 percent of
the total initial energy consumption in 2005, compared to just 14
percent in 2003. Tunisia has 2.75 trillion cubic feet (Tcf) of proven
natural gas reserves.
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Introduction
Tunisia is a North-African country that gained its independence from
France in 1956. In 2004, Tunisia re-elected President Zine al-Abedine Ben Ali to
his fourth, five-year term. The Tunisian parliament made the fourth term possible
after passing a new constitution in April 2002. In addition to economic reforms,
President Ben Ali has pursued a process of democratization, legalized political
opposition parties and guaranteed them 20 percent of parliamentary seats. Critics
note, however, that substantial progress can still be made in areas including
freedom of press, human rights, and separation of powers.
In 2005, Tunisia experienced slightly slower real gross domestic product
(GDP) growth (4.0 percent), than the previous four years (2000 – 2004), which
averaged 4.6 percent growth. Industry analysts attribute the slower growth to a
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slowdown in the agriculture and fishing industries during 2005. However, industry
analysts are expecting a revival of the tourism industry to bolster GDP growth in
2006, increasing it to 5.8 percent.
Tunisia has traditionally maintained high tariffs to protect domestic
industries. The International Monetary Fund (IMF) has urged that these tariffs be
reduced as part of Tunisia's "second-generation reforms." Many tariffs were
lowered with regards to Europe as part of Tunisia's 1995 association agreement
with European Union, which came into force in 1998. In addition to integrating its
economy with that of Europe, Tunisia has pursued closer relations with its North
African neighbors. In May 2001, Egypt, Jordan, Morocco and Tunisia agreed to set
up a free trade zone ahead of the 2010 target for trade barriers to end in the EuroMediterranean area. The Great Arab Free Trade Zone is expected to eventually
encompass 10 Arab nations.
Privatization of Tunisia's state-owned enterprises (SOEs) is moving ahead
slowly. Since 1987, around 160 SOEs have been at least partially privatized. In the
long run, Tunisia sees privatization as a way of creating jobs by making its
economic climate more attractive to investors. Tunisia's unemployment rate
remains at high levels (officially 14 percent, but likely higher). As close to 55
percent of the work force is under the age of 25, significant job creation is
needed.Oil
As estimated by OGJ, Tunisia had modest proven oil reserves of 308
million barrels as of January 2006. The majority of Tunisia's oil reserves are
located in the Gulf of Gabes and the Ghadames Basin in the southern part of the
country. In 2005, Tunisia produced around 75,000 barrels per day (bbl/d) of crude
oil. This represents a 37 percent decline from Tunisia’s peak output of 120,000
bbl/d between 1982 and 1984. Currently, the country's domestic oil production
capacity cannot meet the country's consumption demand, which in 2005, was
94,000 bbl/d. Tunisia should to be able to supply at least part of its own petroleum
needs for the next decade, but significant production thereafter will be contingent
upon new discoveries.
Sector Organization
The Tunisian government created the country’s state-owned oil company,
Enterprises Tunisienne d'Activités Petrolières (ETAP), in 1972. ETAP’s mission is
to manage the oil and natural gas exploration and production activities for the
Tunisian government. ETAP has worked to attract foreign firms to fund oil
exploration, particularly of the country's smaller fields. To help achieve this,
Tunisia reformed its hydrocarbons laws in August 2000. One of the most important
provisions of the new laws for foreign firms is a reduction in the tax rate from 75
percent to 50 percent if ETAP takes a 40 percent share of the concession. To date,
ETAP has granted a total of 44 exploration licenses to 42 international and
domestic companies that operate in the country.
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In addition to granting domestic exploration licenses, ETAP is pursuing
overseas exploration and production. The company is working in Syria with
Preussag of Germany to develop small oilfields and has signed an oil cooperation
agreement with Iraq. In December 2004, the Syrian and Tunisian governments
signed an agreement to explore for oil in northeastern Syria. ETAP also has joint
venture agreements with Sonatrach of Algeria and Libya's National Oil Company.
Production
The majority of Tunisia’s oil production (73 percent) comes from six
concessions, which include Adam, Ashtart, Didon, El Borma, Miskar and Oued
Zar. The remaining production comes from 26 smaller concessions. In 2005, Adam
field, located in the Borj el Khadra prospect in Ghadames basin, became Tunisia's
largest producing oilfield at 18,000 bbl/d. The Borj el Khadra prospect is operated
by Agip, with partners Pioneer Natural Resources, Paldin Resources and ETAP.
The onshore El Borma oilfield, which Agip discovered in 1964 near the Algerian
border, produces around 12,000 bbl/d. This production level is down from the 1985
peak of 70,000 bbl/d. Ashtart field, which is operated by ETAP, produces around
11,500 bbl/d.

Figure 1: National Crude Oil Production 1966-2005
In addition to Tunisia’s producing oil fields, foreign and domestic
operators are continuing to explore and develop new hydrocarbon discoveries in
the country. A partnership between a Tunisian and a Kuwaiti oil firm is drilling an
offshore well with expected reserves of 6 million barrels of oil. Sweden's PA
Resources (PAR) is involved in development and exploration in the Douleb field,
the Zarat concession and the Tamesmida field and Sweden's Lundin Petroleum
operates a number of offshore fields - notably, the Isis and Oudna fields. In
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February 2004, Tunisian independent HBS Oil Company announced an oil
discovery on Djerba Island. Petroceltic announced in December 2004 that it had
struck both oil and gas at its Sidi Toui 3 well in the Ksar Hadada Block in southern
Tunisia. In April 2005, the U.A.E.'s Mabdallah Saad al-Thani Corporation
announced a five-year exploration agreement with ETAP for the El Jem block,
while U.S.-based Rigo Oil Company announced an exploration agreement for the
Tozeur-Sud block. In February 2006, Tunisia awarded Petro Canada and Anadarko
2-year, production sharing agreements (PSAs) with ETAP for the Cape Sirat and
Bashtar blocks.
In February 2006, a 35-year-old oil exploration dispute between Tunisia
and Malta came to a close. The two countries signed an agreement that provides for
joint oil development of the continental shelf between Malta and Tunisia. The
ministers who signed the agreement are hopeful of finding oil in the continental
shelf area, which is located near the Tunisian Isis field and Libya’s offshore Bouari
field.
Refining and Downstream
Tunisia's only refinery at Bizerte, operated by government-owned Société
Tunisienne des Industries de Raffinage (STIR), has a production capacity of 34,000
bbl/d. Plans proposed in the early 1980s to double the capacity of the refinery have
been dropped. Because of its relative lack of refining capabilities, Tunisia exports
crude oil and imports refined products. In December 2005, the Tunisian Ministry of
Industry and Energy opened bidding to private companies on a project to build a
new refinery at La Skhirra. Ideally, the refinery would have a minimum capacity of
120,000 bbl/d, be built on a build-own-operate basis adjacent to the La Skhirra oil
terminal and begin operations in 2010. The ministry plans to award the project by
June 2007.
Tunisia has five oil export terminals on the Mediterranean coast. The
largest of these is La Skhirra, on the Gulf of Gabes. A 22,000-bbl/d, 78-mile
pipeline between the Sidi El Kilani oilfield and La Skhirra was inaugurated in
March 2001. La Skhirra also handles about 22 percent of Algeria's oil exports. It is
linked to the Illizi Basin oilfields in southern Algeria by a 480-mile pipeline. Other
Tunisian oil terminals include Gabes, Zarzis, Bizerte and the Ashtart offshore
terminal.
Natural Gas
Tunisia is increasingly turning to natural gas to meet domestic energy
demand. The state-owned natural gas and electricity company, Société Tunisienne
de l’Electricité et du Gaz (STEG) has promoted the use of natural gas through an
incentive system that began in 2005. According to STEG, natural gas represented
44 percent of the total initial energy consumption in Tunisia in 2005, compared to
just 14 percent in 2003. OGJ estimates that in January 2006, Tunisia had 2.75
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trillion cubic feet (Tcf) of proven natural gas reserves. Around two-thirds of the
reserves are located offshore. In 2003, Tunisia produced 76 billion cubic feet (Bcf)
of natural gas, while consuming 136 Bcf of natural gas during that same year.

Figure 2: Evolution of Natural Gas production 1972-2005
The majority of Tunisia's natural gas output comes from Miskar field,
located about 80 miles offshore in the Gulf of Gabes. The field was discovered in
1975 by Elf, but is now fully owned and operated by British Gas (BG), the largest
investor in Tunisia's energy sector. According to BG, the field contains 1.5 Tcf of
natural gas reserves. In 2005, Miskar field achieved record production levels of 200
million cubic feet per day (MMcf/d) of natural gas, which supplied more than 50
percent of Tunisia's total natural gas demand. In collaboration with the Tunisian
government, BG has installed new offshore compression equipment in order to
expand the output of the Miskar field. BG has a Miskar natural gas sales contract
with STEG, giving it the right to supply at least 230 MMcf/d on a long-term basis.
BG also holds the Amilcar and Ulysse exploration permits in the Gulf of
Gabes. BG is looking to develop the Hasdrubal oil and natural gas field, which is
located in the Amilcar permit. The company has indicated that the Tunisian
government is close to finalizing a $600 million plan to develop the Hasdrubal
field. BG is planning on bringing the Hasdrubal natural gas and gas condensate
field onstream by 2009, with gross output of 30,000 bbl/d of oil equivalent. In
2007, BG intends to complete a drilling program in the Ulysse exploration permit
area, also located in the Gulf of Gabes.
Tunisia has four other producing natural gas fields (El Franning, El Borma,
Baguel, and Zinnia). Together, these fields account for most of the remaining
domestic natural gas production.
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Trans-Mediterranean Pipeline
The 20-year-old Trans-Mediterranean (TransMed) pipeline, with 1,300Bcf-per-year-capacity, transports Algerian natural gas to Sicily, crossing the
Mediterranean from Cap Bon. Tunisia receives royalties (5.25 - 6.75 percent value
of the natural gas, in cash or in kind) from the pipeline as payment for access
through its territory. In May 2005, Agip, which operates the TransMed pipeline
along with Algeria's Sonatrach, agreed to expand the capacity of the Tunisian
section of the pipeline by 113 Bcf/year by 2008. In a second expansion to be
completed by 2012, the capacity of the Tunisian section will be increased by an
additional 117 Bcf/year, bringing total capacity to a maximum of 1,183 Bcf/year.
Electricity
The vast majority of Tunisian electricity is generated by fossil fuel plants.
In 2003, Tunisian overall power generating capacity was 2,900 megawatts (MW).
Of that capacity, 97 percent came from thermal power plants, with the remainder
accounted for by hydroelectric and wind plants. In 2004, the Tunisian government
invested $687 million in the country's energy sector to increase electricity
production in existing thermal plants, as well as facilitate the search for additional
oil and gas deposits.
In 2003, Tunisia generated 11.56 billion kilowatthours (Bkwh), and
consumed 10.76 Bkwh, up from 10.03 Bkwh in 2002. Much of this growth reflects
the increasingly comprehensive nature of the Tunisian grid. Information from the
government-owned electric utility, Société Tunisienne de l'Electricité et du Gaz
(STEG) indicates that 96 percent of the country now has access to electricity,
compared to 86 percent in 1994. Until 1996, STEG had a monopoly over power
production, distribution and pricing, and the utility still generates approximately 80
percent of Tunisia's power. In 2002, Tunisia's first independent power plant (IPP),
a $261 million, 471-MW, combined cycle (natural gas and diesel-fired) power
project went online at Rades. It is owned and operated by the Carthage Power
Company – a consortium comprised initially of U.S.-based Public Service
Enterprise Group (PSEG) (60 percent) and Japan's Marubeni Power Holdings BV
(40 percent) - on a 20-year build-own-operate-transfer (BOOT) basis. In May
2004, PSEG sold its stake in Carthage Power Company to BTU Power. In July
2003, Tunisia’s second IPP, a 30-MW associated gas plant operated by CME
Energy commenced commercial operations.
In addition to already established IPPs, Tunisia is encouraging other projects
in order to reach its goal of an installed capacity of 3,540 MW. In March 2004, BG
signed a Memorandum of Understanding (MoU) to construct a $250 million, 500MW power plant near Sfax. As of December 2005, this project was still under
discussion. BG also plans to build a Liquefied Petroleum Gas (LPG) plant that will
serve the Tunisian market.
Trans-Maghreb Electricity Integration.
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Tunisia is part of a trans-Maghreb project to link the power grids of all the
Maghreb countries to those of Spain and the rest of the European Union; however,
Tunisia's domestic power grid must first be upgraded to meet domestic demand and
ensure greater reliability. The African Development Bank, the European
Investment Bank and the Kuwait-based Arab Fund for Economic and Social
Development have all provided loans for various upgrades. In March 2004, a
Spanish-led consortium won a $30.6 million contract to work on the modernization
of Tunisia's power grid. Tunisia already is linked to Algeria's electrical grid, and
efforts to connect to Libya's grid have begun. When the two networks are
connected, an integrated North African power grid will stretch from Morocco to
Egypt.
Renewable Energy
Tunisia is working to develop renewable energy resources. In May 2003,
Tunisia announced that 12 additional windmills would be added to the wind farm
in Hawariya, bringing total capacity to 20 MW. Separately, the Global
Environment Facility (GEF) is providing $10.5 million to build windmills in
Tunisia. GEF expects that its initial investment will be followed by an additional
$106 million in private funding in order to generate 100 MW. The German
Technical Cooperation Agency also is providing money for wind power. December
2004 marked the launch of the Mediterranean Renewable Energy Center in Tunis,
an agency to promote and develop renewable technologies across North Africa.
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