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Government ready to pave the way for traditional subscribers to generate,

consume and sell their own energy, according to Fatih Donmez

Stating that the government had enabled consumers to produce their own energy under new measures aimed at promoting
regarding energy efficiency, the Minister of Energy and Natural Resources, Fatih Donmez said the following: “With the
rooftop and frontal solar power implementations, we enabled consumers to sell some of the electricity they generate. Our
aim is to help traditional electricity subscribers convert their status into energy producer-consumer and seller subscribers.
We are doing our best to allow consumers to take on a more active role in energy generation and efficiency issues.” Mr.
D6nmez added that the government would invest a total of USD 10.9 billion into energy efficiency programs by 2030, with
an expectation of USD 30.2 billion in efficiency savings by 2033, a multiple of 2.7 times the invested amount. He added that
the Akkuyu Nuclear Power Plant, to be constructed in Mersin, would operate with a total capacity of 4,800 megawatts (MW),

and that the Akkuyu power plant would meet 12.5% of Turkey’s energy demand, enough to power Istanbul for one year.
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48% of the capacity of operational power plants in November were renewable power plants, with hydroelectric power plants

accounting for 32% of the total installed renewable energy capacity. The total share of solar power and wind power plants

increased from 11.7% at the end of 2017 to 13.5% in November 2018.
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Electricity Generation Analysis v Generation by Source*
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Electricity Price Analysis

The average market-clearing price (MCP) and system marginal price (SMP) fluctuated between TL 210/MWh and TL 300/

MWh between the 1t and 27t of December. In the first 27 TUMWh Average Realized Prices (MCP & SMP)

days of the month, the average MCP stood at TL 260.62/MWh, 350
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TUMWh Daily Average MCP (December)
An analysis of December’s daily average MCP reveals an .
average tariff of TL 289.81/MWh for peak hours (from 8 AMto 300 |
8 PM), 11.2% higher than the daily average value. The highest igg
peak-hour average was recorded as TL 310.29/MWh on 150 |
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average was calculated as TL 243.54/MWh on Sunday, - TPV
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the same period was calculated as TL 231.43/MWh. The { 2dNOSY 9-L{¢x ¢{Y. 902y2YA0 wSaShNDK

highest off-peak average was recorded as TL 278.51/MWh on Saturday, December 1, while the lowest off-peak average (TL
137.55/MWh) was recorded on Tuesday, December 25. A noteworthy point in hourly prices was that on Sunday, December
16 at 05:00 MCP, the price was TL 1.03/MWh, whereas on Wednesday, December 19 and Tuesday, December 25 at 04:00 SMP
was TL 0.001/MWh.
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same time, average price of natural gas stood at USD 4.08/mBTU.
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Natural Gas Settlements

000Sm3 Natural Gas Settlement TL/000Sm3
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Sector News

Local News

1 The President of Turkey, Recep Tayyip Erdogan, said that there would be a 10% cut to natural gas and electricity
prices, emphasizing that the government was keen to bring inflation down to the levels sets out in the 2019
goals. “We have cut electricity prices 10% with effect from new year. We have also cut 10% off the price of natural gas
used in houses and small-medium scale businesses.” said Erdogan in his speech at the group meeting of his party in

Grand National Assembly of Turkey. (December 26, 2018)

1 Installed capacity modification in Zorlu Energy’s Liilleburgaz power plant. According to a statement from the
company on the Public Disclosure Platform, the company’s application to Energy Market Regulatory Authority (EMRA) to
reduce the installed capacity of the natural gas cogeneration power plant in Lileburgaz from 125.99 MW to 49.55 MW

was accepted. (December 26, 2018)

1 Gonen Hydroelectric Power Plant (HEPP) taken over by Altek Alarko. The Gonen HEPP was privatized through
the transfer of its operating rights to Altek Alarko Elektrik Santrallari Tesis isletme ve Ticaret A.S., an affiliate of Alarko
Holding Inc. Altek Alarko was the highest bidder with its offer of TL 65,160,000 in the tender held on 23 March 2018, and
acquired the operating rights of the power plant under the Presidential Order No. 290 released on 31 October 2018.
(December 26, 2018)

1 Altek Alarko transfers Tohma-Medik HEPP to Electricity Generation Company (EUAS). Installed under the Build-
Operate-Transfer (BOT) model, the 20 year operating period of the power plant indicated in the agreement was finalized

on 23 December 2018. (December 26, 2018)

1 Facilities generating electricity for their own demand will be permitted to sell up to 40% of the electricity they
generate in the market. The Energy Market Regulatory Authority decided that legal entities licensed to generate
their own electricity would be able to sell 40% of the electricity they generated in 2019. This rate had been 20%.
(December 26, 2018)
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1 Price of gasoline cut by 28 kurus per litre, with diesel prices cut by 29 kurus per litre. In response to the
downward trend in product prices and the changes in the exchange rate, prices of gasoline and diesel have been
adjusted. After determination of new prices by TUPRAS, fuel distribution companies revised their pump prices
downward. The pump prices were cut to TL 5.86 for a litre of gasoline and to TL 5.71 for a litre of diesel. (December 25,

2018)

1 Number of natural gas subscribers exceeds 15 million. Tweets from the official Twitter account of the Natural Gas
Distribution Companies Association of Turkey (GAZBIR) indicated that natural gas was distributed to all of Turkey’s 81
provinces with the initiation of natural gas distribution to Hakkari for the first time on December 24. The tweets also
stated that the distribution network had reached 130,000 kilometers in length, with the number of subscribers having

increased by 9% to over 15 million. (December 25, 2018)

1 EMRA announces license operation fees in natural gas market for 2019. The licensing fee for importing activities
was determined as TL 211,600 with an annual license fee of 0.0005 kurus per kWh sold. The licensing fee for natural gas
distribution activities was determined as TL 1,586,200. According to the decree, the license renewal fee will be 50% of

the licensing fees. The contribution rate, which will be initiated in 2019, was announced as 0.05%. (December 24, 2018)

1 Turkish Electricity Transmission Corporation (TEIAS) to generate TL 10,673 million. EMRA specified revenue caps
for system utilization and operation effective from 2019. The system utilization revenue cap for TEIAS was determined as

TL 9,899 million, while the system operation revenue cap was determined as TL 774 million. (December 24, 2018)

1 Thresholds for “free consumers” set for 2019. The threshold for being a free consumer in the electricity markets
was dropped from 2,000 kWh to 1,600 kWh, whereas the threshold for being free consumers in the natural gas markets

was kept constant at 75,000 cubic meters. (December 24, 2018)

1 Executive Director of International Energy Agency (IEA) Dr. Fatih Birol advising EU countries to build liquefied
natural gas (LNG) plants, even if they do not intend to buy LNG. The International Energy Agency World Energy
Outlook 2018 Turkey presentation was took place in the Energy Conference hosted by the Sabanci University Istanbul
International Center for Energy and Climate (IICEC). Speaking about the global improvements in natural gas, Dr. Fatih
Birol said that the number of countries importing LNG had multiplied from 5 to 49, adding that countries import LNG
with the motivation of taking advantage of any drop in LNG prices. He advised Europeans to build LNG plants even if
they do not intend to buy LNG, adding that the plants would provide bargaining power over pipeline suppliers. Dr. Fatih
Birol also said that it was almost impossible to achieve the climate goals of Paris Agreement under the current global
energy infrastructure, and that this infrastructure prevented 95% of the goals from being achieved and that it should

hence be improved upon. (December 21, 2018)

1 Halit Demirag, President of Smart Energy and Turkish Solar Energy Industry Association (GENSED) said that as
solar power sector, they wanted only additional capacity in 2019 rather than procurement support. Demirdag
announced expectations of solar power sector for 2019 and continued with the following: “Producers should be
supported with additional capacities in order for investments to continue and more solar power plants to be built. This
way we can continue doing quality work in solar power sector in 2019. The sector expects increase in the number of
rooftop solar power investments, with additional capacities and continuing Renewable Energy Resource Area (YEKA)

projects.” (December 21, 2018)
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Call for oil and natural gas expeditions from Minister of Energy and Natural Resources, Fatih Donmez. In his
letter sent to the Energy Conference hosted by IICEC, Mr. Dénmez pointed that today’s oil production could double in
case of electrification of all transportation and invited the business community to invest in Turkey’s oil and natural gas
expedition sector. Remarking on the efforts towards enhancing Turkey's energy trade, Minister Donmez said the
following: “We implemented the organized wholesale natural gas market this year. Forward physical contracts will be
implemented in 2019. As the number of contracts increases, the market depth will also increase. Our goal for both the
electricity and natural gas markets is to let market participants manage their own risks and provide a market deep

enough for the participants to link their expectations with the tools of the market.” (December 21, 2018)

Financial stability required for a competitive energy ecosystem. During her speech at the opening ceremony of
the conference hosted by the IICEC, Giiler Sabanci, the chair of the Executive Board of Sabanci Holding, pointed out the
importance of efforts for last source supply tariffs in electricity markets when it comes to assuring the competition.
Sabanci indicated that transformative technologies had started to provide opportunities for the sector, but warned
there was a very important condition for the sector to operate efficiently and create more value for all shareholders;
“This condition is financial sustainability. In order to maintain financial sustainability, the sector’s capital structure should
be re-assessed and restructured.” Sabanci said importance was given to cooperation between academia and industry in
energy, just as in other sectors, adding; “We care about women's role in the energy sector. In this framework, one
important area of collaboration is between the IICEC and the Gender and Women's Studies Center of Excellence (SU
Gender). This platform, which is also supported by the IEA, aims to support women working in the energy sector on a

global scale.” (December 21, 2018)

Joint petrochemicals investment by Socar and British Petroleum (BP). The Azeri government owned oil
company, SOCAR, entered negotiations with BP to reach cooperation in building and operating a petrochemical
complex in Turkey. SOCAR Turkey and BP announced that they had signed a Framework Agreement in order to assess
their opportunities for business cooperation aimed at building and operating a petrochemical complex in Turkey to
global standards. The plant is expected to produce 1.25 million tonnes of purified terephthalic acid (PTA), 840,000
tonnes of P-Xylene (PX) and 340,000 tonnes of benzene, and is planned to be constructed in Aliaga. The design of an
integrated system will enable the usage of raw materials provided by the adjacent STAR Refinery and Petkim, both of
which belong to SOCAR Turkey. If BP and Socar decide to begin work on the plant shortly, the plant will enter operations
in 2023. (December 21, 2018)

Volume of gas supply through Trans-Anatolian Natural Gas Pipeline (TANAP) to reach 1 billion cubic meters. The
Azeri government owned energy company, SOCAR, announced that it had transferred 750 million cubic meters of

natural gas to Turkey through the TANAP. (December 20, 2018)

Wholesale price of electricity will be 20.48 krs/kWh. EMRA determined the average wholesale price of electricity
to be 20.48 krs/kWh, effective as of 2019. The average wholesale price of electricity was 17.10 krs/kWh in 2018.
(December 19, 2018)
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1 Storage capacity of STAR refinery to be increased. The storage capacity of the STAR Refinery’s will be increased to

260,000 cubic meters with the additional tank site to be built by STAR Refinery Inc. within the PETKIM area in izmir,
Aliaga. Two crude oil depots with a capacity of 100,000 cubic meters will enable transportation of oil to the refinery with
large tankers (Suezmax). As such, the cost of crude oil freight will be decreased, increasing the profitability of the
refinery. Two fuel oil depots are planned to be built in a bid to increase capacity utilization rates, ensure the security of
the refinery management, decrease possible halts to refinery operation and to enable the refining of heavy and cheaper
crude oil. An area of 172,517 square meters will be allocated for the project. The cost of the project is expected to be

USD 120 million. (December 19, 2018)

1 Limited permit awarded to Akkuyu Niikleer Inc. by Turkish Atomic Energy Authority for second reactor of the
plant. Akkuyu Nikleer Inc. will hold the construction license for the 2 reactor of the Akkuyu Nuclear Power Plant.
With respect to Limited Working Permit, all building and montage activities of the second reactor may begin with the
exception of those parts deemed to be of special importance for the security of the nuclear island. In this framework,

preparation of the pit and subsoil investigation will begin. (December 17, 2018)

1 Plants to be included in Capacity Mechanism determined for 2019. According to a statement from the Turkish
Electricity Transmission Corporation (TEIAS), the decision was taken to include a total of 39 plants in the Capacity
Mechanism, following applications submitted up until 12 October, 2018. Of the 39 plants, 14 are local coal-fired, 10 are
natural gas fired and five will run on imported coal. The decision was taken to also allow hydroelectric power plants to
be included in the capacity mechanism at a time near the end of 2018, and 10 hydropower plants, including the Boyabat
Dam and HEPP, the Adiglizel Dam and HEPP and Menzelet HEPP, were included in the capacity mechanism. (December
17,2018)

1 Cutoff in the price of natural gas. BOTAS will price 70% of the gas demand of natural gas cycle plants at TL 1,485
per cubic meter with the remainder priced as TL 1,700 per cubic meters. According to the new model, which will be
implemented between January 1 and March 31, 2019, BOTAS will employ two different tariffs for the gas demand of
natural gas cycle plants. If the power plants work at full capacity, they will procure 30% of their gas demand from either

BOTAS or private wholesale companies. (December 14, 2018)

1 EMRA released monthly cost expectations for YEKDEM in 2019. The expected YEKDEM cost per unit energy
supplied was realized as TL 45.74/MWh in January and TL 74.30/MWh in April. The annual average was calculated to be
TL 61.32/MWh. (December 14, 2018)

1 Final products required to be produced in mine sites. The Minister of Energy and Natural Resources, Fatih
Donmez, said that the government was tendering out mining sites on the condition that they produce final products,
with three of these sites having been announced. He added the government had a goal of producing products with a
high value added. “If you sell raw materials for one lira, when you convert the raw material into intermediate goods,
your value-added is 7-8 times higher. However, if you turn raw material into a final good, your value-added becomes 25-
30 times higher”, he said. Donmez indicated that the government based its national energy and mining policies on
three pillars: supply security, localization and predictable markets. “Every group acknowledges that supply security is
important because we cannot leave anyone in the dark or the cold. Although there are different perspectives on
solutions for supply security, there is a consensus on using renewable energy resources and local resources,”

commented Dénmez on the supply security issue. (December 13, 2018)
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1 Turkey ranked 4t in terms of lignite consumption. According to the findings of the study conducted by the

Health and Environment Alliance (HEAL), Turkey ranked fourth in terms of highest lignite consumption. In its report
named “Lignite coal: health effects and recommendations from the health sector”, the HEAL urged Turkey to close down
all thermal power plants and stop consuming lignite coal in order to secure public health and prevent air pollution.
According to the report, Turkey produced 70.2 million tonnes of lignite in 2016 and more than half of the lignite
produced was used in coal-fired power plants. Eleven of Turkey’s 27 coal fired power plants use lignite. (December 12,

2018)

1 Increase in the electricity generation from imported coal in 2018. According to data from the Ministry of Energy
and Natural Resources, total electricity generation remained broadly level in the first 11 months of the year, whereas the
share of natural gas declined from 44% to 37%. In the first 11 months of 2018, the total electricity generation in Turkey
declined to 225.1 kWh, marking a decrease of 0.76%. Electricity generation from anthracite declined by 5.33% with a
14.72% fall in the amount of electricity generated from asphaltite, while the amount of electricity generated using

imported coal increased by 23.21% (December 11, 2018)

1 Second drilling ship arrives in January. In his speech at the 25t anniversary meeting of Natural Gas Industrialists
Association, the Minister of Energy and Natural Resources, Fatih Donmez, announced that the second drilling ship
purchased was expected to arrive Turkey in January 2019. Donmez stated that Turkey was striving to become a fully self-
dependent country producing energy from its resources, as well as ensuring supply security. Emphasizing that Turkey
imported 98-99% of its natural gas, Donmez said the following: “We are working on exploring our resources in our
borders and seas. Orus Reis is engaged in the exploration of the Black Sea with Barbaros in the Mediterranean. Fatih is
drilling in our deep seas. We have now purchased a second drilling vessel, which is due to set sail today and arrive in the
Mediterranean by the end of January. We will continue drilling activities with this ship, both in the Black Sea and the

Mediterranean Sea.” (December 10, 2018)

1 Climate change costing Turkey an average of USD 462 million annually. Germanwatch presented the results of
its study on global climate disasters and risks at the UN Climate Conference. The report investigated climate disasters in
Turkey in the last 20 years. The report also includes climate disaster statistics released by the Directorate General of
Meteorology, according to which there were 598 climate disasters in 2017. Germanwatch also pointed out that the
global economic cost of climate disasters due to extreme weather in the last 20 years had amounted to USD 3.47 trillion.

(December 6,2018)

1 Ten per cent of imported coal used in coal-fired power plants to be substituted with local coal. Speaking at a
meeting where the Coal Producers Association and the representatives of the coal-fired power plants’ owners signed a
goodwill protocol, Fatih Donmez stated that with this protocol, in the first stage, 10% of imported coal would be

substituted with local coal with this percentage then increasing gradually. (December 6, 2018)

1 New era in power plants running on imported coal. The Minister of Energy and Natural Resources, Fatih Dénmez,
said the following in his speech at the Ankara Cayirhan power plant: “Power plants working on imported coal will start
using local coal. This is very important both in terms of making use of local natural resources and decreasing imports.
While it is hard to tell who will acquire the operation of this facility at this point, it is guaranteed that this facility will
continue operating. In addition, the Cayirhan-2 project, which we have put out to tender, will operate using local

coal.” (December 5, 2018)
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1 Number of generation plants to be included in YEKDEM in 2019 has been announced. EMRA released its Final

List of Renewable Energy Resources for 2019. According to the list, 777 electricity generation plants with a total capacity
of 20,921 MWs will receive YEKDEM support. A total of 465 hydroelectric power plants, 160 wind power plants, 98
biomass power plants, 45 geothermal power plants and nine licensed solar power plants are among the plants to

receive the support. (December 4, 2018)

1 Iraq now supplying the most oil to Turkey. According to data published by EMRA, Iran’s share in oil imports, which
stood at 32.45% in September 2017, dropped to 19.05% in September 2018, with Iraq taking Iran’s place on the list with
its 32.45% share, Iran in second place. Russia was ranked third in the list with a 18.93% share. Turkey'’s total oil imports
declined to 3.36 million tonnes in September, marking a 11.27% decline when compared to September 2017. Natural
gas imports declined by 10.85%. Hence, the decline in natural gas imports for the January-September period reached

9.49%. (December 4,2018)

1 Turkey’s natural gas imports in September showed a 10.85% decline compared to the same month last year.
According to the monthly report released by EMRA, natural gas imports and consumption declined in September 2018.
Natural gas imports totaled 3,281.5 million Sm3 with consumption of 3,306.4 million Sm3. In September, natural gas

production was realized at 36.54 million Sm3, marking an increase of 33.13%. (December 3, 2018)

News from Abroad

1 Record high LNG imports to China in November. According to data released by the General Administration of
Customs of the People’s Republic of China, LNG imports totaled 5.99 million tonnes in November, marking a 48.5%
increase compared to the same month last year. Previously, China had imported a record 5.18 million tonnes of LNG in
January. LNG imports for the first eleven months reached 47.52 million tonnes, marking a 43.6% increase. (December 26,

2018)

1 Saudi Arabia overtakes Russia to become largest oil exporter to China in November. Oil exports from Saudi
Arabia to China were realized at 6.56 million tonnes in November, increasing by 50% compared to the same month last

year. Russia, on the other hand, sold 6.55 million tonnes of oil to China in November. (December 26, 2018)

1 European Union (EU) countries reached an agreement to cut the carbon dioxide emissions of trucks and buses by
30% by 2030, compared to the 2019 levels. According to the statement by the president of European
Commission, the goal is for a 15% reducion in emissions in the intermediate term (by 2025). Improvements on the goals

will be re-assessed in 2022. (December 24, 2018)

1 Ronesand Holding and Saipem undertake joint EUR 2.2 billion investment in liquefied natural gas. Ronesans
Industrial Plants, a Ronesans group company, reached an agreement with the Italian Energy Company, Saipem, on the
joint design and construction of some of the plants under the “Arktik LNG-2" project located in Russia. The EUR 2.2

billion project was signed in Rome. The total investment value of the project is USD 25.5 billion. (December 21, 2018)

1 USA to step up production of shale oil and natural gas. The U.S. Energy Information Administration (EIA)
announced that shale oil production in the USA was expected to exceed 8 million barrels per day by the end of year and
that production in January was expected to increase to 8.17 million barrels/day, with production rising by a further
134,000 barrels. The EIA also anticipated that natural gas production would hit a record high in January with 76.9 billion

cubic feet, an increase of 1.1 billion cubic feet compared to December. (December 20, 2018)
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The IEA indicates that global demand for coal will increase until 2023 on the back of demand from Asia.
According to a report released by the IEA, the consumption of coal, which stood at 5.355 million tonnes in 2017, is set to

edge up by 2% to reach 5.418 million tonnes by 2023. (December 19, 2018)

Russia has “25 years of oil reserves”. The Head of the Russian Federal Agency for Mineral Resources (Rosnedra),

Yevgeny Kiselyov, said that Russia currently had active oil reserves sufficient to meet the current level of production for

23—
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