NOTE ON TURKISH ENERGY SECTOR

Turkey has been experiencing rapid demand growth in all segments of the energy sector for decades. Recent forecasts indicate that this trend will prevail in the forthcoming decades in parallel to the economic and social development. The primary energy consumption, which reached to around 108 million TOE is projected to rise to 222 million TOE by 2020. Electricity demand was 198.3 TWh and installed capacity was 41.748 MW as of end of the 2008. 

Main target of the Turkish energy policy has been to provide the timely, reliable and sufficient energy with affordable prices and in an environmentally sound manner, in order to foster the economic growth and social development. Efforts of Turkey focus on addressing the energy security, economic efficiency and environmental protection in a sustainable manner. 

The main pillars of the energy policy are: i) Prioritising energy supply security activities through a well balanced resource diversification to minimize negative effects of import dependency, ii ) Reforming and liberalising the energy sector to enhance productivity and economic efficiency and to ensure transparency, iii ) Sustainable exploitation of energy sources and investing in all stages of the energy chain taking into account the environmental concerns, iv) Acting as an important axis for projects aiming at transportation and trade hydrocarbons in the context of the "Energy Corridor and Terminal" concept, v) Intensifying R&D on energy technologies. 

Rapid growth in energy demand has been necessitating concrete actions to enforce energy security in Turkey. Net energy imports have been increasing considerably and import dependence is becoming an important issue for Turkey. At present, around 30 % of the total energy demand is being met by domestic resources, while the rest is being covered from a diversified portfolio of imports. 

In this context, encouraging the use of domestic energy resources is a high priority in the energy sector. Another priority is further diversification in energy supplies, in terms of types of energy and its origin as well as infrastructures and technologies. Turkey has diversified oil import sources and has achieved a diversified portfolio of gas imports, including options for LNG. Coal, principally hard coal, is imported from diversified sources while domestic production, particularly of lignite, makes a significant contribution to total coal supply. 

Turkey has embarked on a strategy targeting comprehensive liberalization and the establishment of competitive markets in energy and an investor-friendly environment. Turkey attaches great importance to more efficient and rational functioning of the energy sector for promoting the competitiveness of the national economy. In this regard, substantial progress has been achieved in restructuring and liberalizing the energy market. In this respect, Electricity, Natural Gas, Petroleum and LPG Market Laws have been enacted to enforce private sector involvement under independent regulation and supervision of the Energy Market Regulatory Authority (EMRA). Creating a sound investment environment based on competition will continue to be one of the major strategies: Privatization in generation and distribution segments of the power sector is a complimentary tool for achieving a competitive electricity market in Turkey. 

Turkey aims at fully utilizing its indigenous hard coal and lignite reserves, hydro and other renewable resources such as wind and solar energy to meet the substantial growth demand in electricity demand in an environmentally sustainable manner. Integration of nuclear energy into the Turkish energy mix will also be one of the main tools in responding to the growing electricity demand while avoiding increasing dependence on imported fuels. 

Turkey acknowledges the need to reduce the energy intensity and to improve energy efficiency. The Energy Efficiency Law was enacted in 2007 in order to foster efficient use of energy along the supply-demand chain. Several programs aiming at improved energy efficiency are ongoing, with the objective of enhancing the efficient use of energy and energy resources so as to reduce the burden of energy costs on the economy. 

Turkey became a Party to the United Nations Framework Convention on Climate Change in 2004 and submitted its First National Communication in 2007. Kyoto Protokol was ratified by the Turkish Parliament this year. Improvement of energy efficiency, larger utilization of renewable sources, development and deployment of clean coal technologies and introduction of nuclear power are among the main strategies in addressing the challenges within the energy-environment linkage. 

Electricity Market and Security of Supply Strategy Paper has been approved by the High Decision Council on the 18th May 2009 in order to develop a well functioning market in electricity sector. It is a road map of market reform in electricity including next steps for wholesale market design and implementation privatization, detailed measures for security of supply and demand side participation and energy efficiency. It sets targets for the share of primary energy sources in the electricity generation mix with particular regard to utilization of renewables. In this context, it determines the renewables share in electricity generation by at least 30% by 2023. 

***

Turkey is geographically located in close proximity to 72 % of the world's proven gas and oil reserves, in particular those in the Middle East and the Caspian basin. Turkey forms a natural energy bridge between the source countries and consumer markets and stands as a key country in ensuring energy security through diversification of supply sources and routes. Major pipeline projects realized and others under construction, which will inevitably contribute to global energy supply security, are enhancing Turkey's role on the Eurasia energy axis towards an enhanced framework for regional energy security. 

The central component of the East-West Energy Corridor is the Baku-Tbilisi-Ceyhan (BTC) pipeline, which is a dedicated crude oil pipeline system that extends from the Azeri-Chirag- Deepwater Gunashli (ACG) field through Azerbaijan and Georgia to a terminal at Ceyhan on the Mediterranean coast of Turkey, bypassing the environmentally sensitive Black Sea and the Turkish Straits. On 16 June: 2006, Kazakhstan has officially joined the BTC oil-pipeline project. A Host Government Agreement to that effect was signed on that day in Almaty by the Presidents of Azerbaijan and Kazakhstan. Kazakh crude oil has started to be shipped to Baku across the Caspian Sea, and then pumped through the BTC pipeline to Ceyhan as of the beginning of the month of November 2008.
From the energy security perspective, the Turkish Straits are of particular importance as around 3.7% of the world's daily oil consumption is shipped through the Turkish Straits. The amount of oil and oil products transported through the Strait of Istanbul has increased dramatically over the past ten years. This figure is expected to reach around 190-200 million tons in, the coming years due to the expected throughput from the Caspian Sea reaching the Black Sea in addition to the large amounts of Russian oil. 

In view of the heavy tanker traffic, as well as the physical characteristics and peculiarities of the Turkish Straits, a maritime disaster caused by a tanker carrying hazardous cargo seems inevitable sooner or later. In addition to the humanitarian and environmental perils, such a disaster would interrupt the regular flow of oil to world markets. The solution lies at the use of alternative oil export options that by-pass the Straits. 

Among the various by-pass proposals, the Turkish Government decided to support the Trans Anatolian (Samsun-Ceyhan) by-pass oil pipeline, based on several advantages of the project over its alternatives. The ground breaking ceremony of the Trans Anatolian Pipeline was held on 24 April 2007 in Ceyhan. 

The Ceyhan Terminal has already been designed to receive the crude oil reaching Ceyhan from Kirkuk, Baku and Samsun. Through the realization of the oil pipeline projects, it is anticipated that 6 to 7% of global oil supply will transit Turkey by 2012 and that Ceyhan will become a major energy hub and the largest oil outlet terminal in the Eastern Mediterranean. 

The Baku- Tbilisi-Erzurum (BTE) Natural Gas Pipeline, as the second component of the East- West Energy Corridor, has become operational as of July 2007. Designed to transport natural gas from the Shah Deniz field in the Azerbaijan sector of the Caspian Sea, through Georgia and on to the Georgia-Turkey border, it is considered as the first leg of the Trans-Caspian Natural Gas Pipeline Project which will tap into the largest natural gas reserves located in Turkmenistan and those in Kazakhstan. The Trans-Caspian Natural Gas Project is of particular importance as it will contribute to the further diversification of routes and resources. 

For gas deliveries to Europe via Turkey, two projects have been developed so far. 

The first of these is the Turkey-Greece Natural Gas Pipeline which is going to be extended to Italy. Interconnection of the Turkish and Greek Natural Gas Pipeline grids has already been completed. The Italy connection of the ITG Pipeline, as the second phase of the South European Gas Ring, will enable operation of the Interconnector Turkey-Greece-Italy by 2012, with ultimate capacity of 12 bcm per year in the plateau period. 

Studies are well underway among the respective institutions of the countries and the European Commission for realization of the well-known Nabucco project. The pipeline will operate with an annual capacity of 31 bcm. Amongst all the pipelines proposed so far, Nabucco is considered as the leading and most advanced one at which a lot of work has already been done. RWE from Germany became an equal-share partner in Nabucco Consortium in 2007, demonstrating the strong commercial interest on the development of Nabucco project. The intergovernmental agreement was signed on 13 July 2009 in Ankara. 

I 

The extension of Arab Gas Pipeline to Turkey with final destination to Europe and Iraq- Turkey-Europe Natural Gas Pipeline Project are also being developed in parallel to the efforts to diversify the gas imports. 
Turkey will become the fourth main artery of energy supplies of EU following Norway, Russia and Algeria through the realization of these projects. This will open up a new avenue for cooperation and will also reinforce ties of Europe to Asia.
Turkey is actively participating in initiatives to establish regional markets, which are expected to increase cross-border electricity and gas trading. Synchronisation of the Turkish electricity grid with UCTE is expected by 2010-2011. With regard to interconnections with the EU internal energy market, the Turkey-Greece interconnector was commissioned in 2007. 

The ongoing relations in the energy sector in our region are considered to bring all countries significant gains, in terms of economic development, prosperity and further cooperation opportunities based on regional integration in so far as the technical conditions permit. 
