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Introduction

Turkey ratified the Energy Charter Treaty (ECT) and the Protocol on Energy Efficiency and
Related Environmental Aspects (PEEREA) on 5 April 2001. By ratifying PEEREA, countries
commit themselves to formulating and implementing policies for improving energy efficiency
(EE) and reducing the negative environmental impacts of the energy cycle (Art. 5). The guiding
principle of PEEREA is that contracting parties shall cooperate and, as appropriate, assist each
other in developing and implementing EE policies, laws and regulations (Art. 3).

The core activity of the Working Group under the Energy Charter Protocol on EE and Related

Environmental Aspects (PEEREA) is the development of in-depth reviews of member states’

EE policies and programmes. Recommendations to the authorities of the states concerned,
resulting from these in-depth reviews, are presented to the Energy Charter Conference for
discussion and endorsement.

The role of the in-depth reviews of the EE policy, undertaken on a peer basis by the Working
Group, is to enhance the level of cooperation amongst contracting parties (Article 3.1). The
in-depth reviews are used to assess progress, promote continuous dialogue and transfer
information. They are a tool for offering peer assistance to governments in developing and
implementing EE policies.

The review team was composed of officials from countries that are Parties to the Protocol: Mr
Johan Vetlesen from the Norwegian Ministry of Petroleum and Energy, Mr Laurent Minére from
the Netherlands Enterprise Agency, Mr Artan Leskoviku from the Albanian National Agency
of Natural Resources and Mr Hasan Ozkoc from the EU Delegation to Turkey. The team also
included Ms Gabriela Prata Dias from the Energy Charter Secretariat and was supported by Mr
Sinan Yorukoglu and Dr Wietze Lise from AF-Mercados EMI. The team visited Ankara between
18 and 22 November 2013 and discussed a range of issues with government agencies and
other stakeholders (listed in Annex V).

Key sources of information for this report include the previous in-depth review of the
investment climate and market structure in the energy sector of Turkey (2007), In-depth
Review of EE Policies and Programmes of Turkey (2003), national policies and relevant laws
as posted on ministry websites, and other relevant publications of the Government of Turkey,
reports of international financial institutions such as the European Bank for Reconstruction and
Development (EBRD), International Monetary Fund (IMF), World Bank (WB), IFC, International
Energy Agency (IEA), Transparency International and the institutions of the EU.
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Background

The Turkish economy has achieved high GDP growth rates after it overcame the deepest
economic crisis of its history in 2001. This is mainly due to regulations and audits to decrease
the banking sector’s fragility, sound fiscal policies and mass privatizations of public enterprises.
The average yearly growth rate of GDP was about 5% between 2002 and 2012.

Turkish import and export activities have been increasing from the early 2000s, except during
the global economic crisis in 2009. The average annual growth rate between 2002 and 2013
was approximately 14% for exports and 15% forimports. During the same period, trade volume
in services has been increasing as well.

The current account deficit was $75.1 billion in 2011, about 10% of the GDP, before decreasing
to $48.5 billion (about 6% of GDP) in 2012. The current account deficit increased again in 2013
to $64.9 billion, about 8% of GDP.

As aresult of the“open door”policy of the country, the number of foreign and joint ventures has
increased up to today. Foreign investments remain an important factor for the continuation of
stable social and economic development in the country. Average net inflows of foreign direct
investment to the country have been 1.8% of GDP for the period 2002-2012.

Energy and Energy Efficiency Policy

Turkey is a developing country, and energy use in Turkey is increasing rapidly due to its
increasing population, production and industrialization. Projections show that the electricity
demand will increase annually by 6.7% and 7.5% in the next decade for the low and high
(business-as-usual) scenarios respectively (TEIAS, 2012).

The World Bank (2011) shows that there is a saving potential of 4.6 Mtoe from the manufacturing
industry, 4.8 Mtoe from the transport sector and 7.1 Mtoe from the household sector, leading to
a total saving potential of 16.5 Mtoe relative to 2009. Taking the same year as a basis, this amount
equals 2.0 billion euros in the manufacturing industry, 5.4 billion euros in the transport sector and
5.8 billion euros in the household sector, adding up to a savings potential of 13.2 billion euros.

Securing long-term energy independence is an important policy goal for Turkey. Current
energy policy promotes domestic energy sources, and strives to make use of the available
Renewable Energy Sources (RES) potential.

Turkey's EE policy is guided by the Energy Efficiency Law, which aims to increase efficiency
in the use of energy resources, to reduce the burden of energy costs on the economy and to
protect the environment. The EE Law and its secondary regulations provide the legal basis and
measures to promote and support EE improvements, including establishing and operating EE
service markets including energy service companies (ESCOs), energy auditors and EE projects,
and Voluntary Agreement schemes to encourage energy-saving investments.

The EE Strategy Paper adopted by the High Executive Committee and issued in the Official
Gazette on February 25, 2012 proposes determining a political framework supported with
result-oriented and solid targets and to define, together with the enterprises responsible for
performing them, the activities required to be made in order to reach targets, to make sure
that the public and the private sector and NGOs act participatory and in collaboration.

RES Policy
The energy sector plays a central role in the economy of Turkey. Energy production, however,
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largely relies on imports of fossil fuels, namely coal, oil and natural gas. At present, 74% of the
primary energy supply of Turkey comes from imports.

Since 2005, the Turkish Government has taken steps to change the status quo. Priority for the
development of RES is reflected by the Law on Utilization of RES for the Purpose of Generating
Electrical Energy (2005), Turkey's accession to the International Renewable Energy Agency
(IRENA) in June 2009, and the adoption of the MENR Strategic Plan (2010-2014).

The assessment of RES potential in Turkey showed that there was already 25,857 MW of RES
installed capacity (including hydro resources) as of January 2014 (TEIAS). There is considerable
potential for RES in Turkey, estimated at 720 TWh/year, which is three times the gross demand of
242 TWhin 2012.The availability of dam hydro can be used to balance the intermittent output of
wind and solar. Moreover, the output of thermal power plants could be significantly reduced by
developing this RES potential, which could make GDP growth more sustainable and long lasting.

In the Electricity Energy Market and Supply Security Strategy Paper of 2009, the primary target
is to increase the share of domestic sources. Turkey sets the following targets for development
of RES by 2023, the centenary of the establishment of the Turkish Republic:

At least 30% share of RES in electricity generation will be reached (including dam hydro).
The wind plant installed capacity will reach up to 20,000 MW by 2023.
The installed capacity for the geothermal power plants will reach up to 600 MW by 2023.
Technically and economically feasible hydroelectric potential will be put into use.
The use of solar energy in electricity generation will be commenced.
Turkey has favourable policies in place for RES development:
There is a RES Law in place, providing feed-in tariffs (FIT) to RES producers for 10 years:
0 73 $/MWh for hydro and wind electricity
0 105 $/MWh for geothermal electricity
0 133 $/MWh for solar and biomass/waste electricity

o Moreover, if local content is added to the project, an additional 23-92 $/MWh (for 5 years)
could be earned per project

There is a spot market which can function as an alternative sales point for RES generators.

Tenders have been organised to obtain connection permissions, where RES project
developers agreed to pay amounts up to 30-40 $/MWh of generated electricity back to the
Turkish Government.

The banking system in Turkey has built up considerable experience with financing RES
projects.

Summary of the Overall Assessment of Progress

Privatisation in the power and gas sector continues: power distribution company privatisations
are completed and generation asset privatisation is ongoing. The privatisation of generation
assets has been preceded by a large-scale rehabilitation of power plants, and this process
is expected to continue after privatisation. Moreover, most gas distribution companies are
privatised as well. The eligible customer limit has been reduced to 5 GWh since January 2013.
Also, due to the distribution company privatisations, a process is now in place to reduce theft
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and losses from 14.6% on average in 2011 to around 12.1% with separate targets for each
distribution company in 2015.

The main objective of the Government of Turkey in the field of energy has been to become
less dependent on imports for meeting energy demand. To meet this objective, a strategy
document was published in 2009 which set targets for 2023: to achieve 30% of power
generation from RES and to reduce the share in power generation of natural gas below 30%.

Under the “European Union — Turkey Progress Report 2013" which was concluded as part
of the EU accession policy, Turkey's efforts were in the following areas: security of supply,
internal energy market, renewable energy, energy efficiency, and nuclear safety and radiation
protection.

International Financial Institutions (IFI) have set up large funds for energy efficiency investments
together with renewable energy investments. The size of these funds is impressive with over
$3 billion. Currently, the government does not treat energy efficiency projects as a special
category of investments.

Concerning energy pricing, Turkey is well on track. The introduction of the Automatic Pricing
Mechanism (APM) in early 2008 has improved the cost reflectiveness of energy prices
considerably. Nevertheless, actual import costs are not always directly reflected in consumer
prices as dictated by the APM. Hence, the APM is not always implemented as planned, which
leads to temporary price subsidisation.

The government is commended for their work on the EE strategy paper of 2012. This paper has
set out seven strategic goals, which are further subdivided into concrete actions and timelines.
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General Recommendations

- The government's energy policy should continue to reflect the potential contribution of

energy efficiency towards decreasing fuel imports and supporting economic growth and
the environment.

Energy efficiency and renewable energy should continue to be given high priority by the
government. Future energy policies should be supported by detailed analysis of economic
energy efficiency potentials in all sectors of the economy. The barriers impeding the
realization of these potentials should be mitigated.

The Ministry of Energy and Natural Resources (MENR) should strengthen its capacity to analyse
and assess energy efficiency and renewable energy as a basis for future policy development.

The rehabilitation of generation, transmission and distribution assets in the power
sector needs to also continue when the privatisation is completed. The further efficient
development of production, transmission and distribution assets in the gas sector needs to
continue. This will maximise fuel burning efficiency and minimise the technical transmission
and distribution losses.

Energy strategies and policies should be consistent with long-term goals, and set objectives
for key end-use sectors.

Turkish energy efficiency legislation should continue to be aligned with the relevant EU
energy efficiency-related policy and legislation.

Institutional Framework

Additional efforts are required to strengthen the capability of the newly established General
Directorate of Renewable Energy (GDRE), possibly by establishing an effective, appropriately
staffed dedicated authority with a clear coordination function.

The role of GDRE should be strengthened to enable them to have a leading role in
developing RES in Turkey.

Enhancement of inter-ministerial coordination is needed, in particular among other public
policymakers in the fields of energy, environment, transport, housing and industry.

The government should consider ways and means to strengthen work on energy efficiency
at regional and local levels, such as regional authorities and municipalities.

The efforts of various stakeholders, including IFls, professional and sector associations,
universities, research centres and NGOs need to be supported and included in the
government’s policy formulation and evaluation.

The government should continue to support research and development activities on
renewable energy and energy efficiency technologies.

Energy Market and Pricing

The government, with the assistance of the Energy Market Regulatory Authority (EMRA),
should continue their work with cost-reflective pricing.

In order to promote energy efficiency measures, further financing of energy efficiency
projects through the distribution tariffs should be considered.

The restructuring of the electricity and gas market is commended and should continue
including tariff setting in transmission and distribution which create system efficiency.
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Specific Energy Efficiency Programmes and Measures

- The Energy Efficiency Strategy Paper of 2012 should be supplemented by an energy efficiency
policy road map for 2023 and beyond. This long-term road map needs to be made operational
through short-term action plans with priorities and intermediate monitoring and evaluations.

Based on the further assessment of energy efficiency potential, the government should set
targets for priority sectors.

The government should continue to establish high efficiency standards for new and
existing buildings, with focus on energy efficiency labelling schemes and minimum energy
performance standards. These should include both construction characteristics and use of
the buildings. The authority should ensure that compliance and enforcement procedures
are in place.

-+ The government should continue stimulating energy efficiency through a wide range
of measures for the buildings and industry sectors, such as compulsory energy audits,
benchmarking, dissemination of information on energy efficiency measures, and involving
sector associations in communication and information campaigns.

The government should further facilitate the development of the market for energy services
through a wide range of measures, such as a subsidy scheme for energy audits, simplified
procedures for investments in energy efficiency projects, and simplified procedures for
certification of energy efficiency companies.

- Energy efficiency in the transport sector should be an integrated approach, including public
transport, public procurement of energy-efficient vehicles, infrastructure, and regional and
city planning.

The government should continue to give priority to licensing of highly efficient cogeneration
and district heating plants.

« Awareness raising and information dissemination activities to promote energy efficiency
should be continued and enhanced, particularly in municipalities, households and SMEs.

Turkey should continue participating in various international energy efficiency-related
initiatives.

Renewable Energy Sources

RES development should continue to be a priority for Turkey. Objectives, goals and targets
for RES, with a timetable, should be improved in a future Renewable Energy Strategy Paper
and/or Action Plan.

+ The government should continuously assess support mechanisms such as the feed-in tariff
system, possibly extending it to cover heat from renewable sources.

The revenues from water and wind rights (and solar rights in the future) tendering could be
earmarked to start a RES revolving fund.

-+ More financial resources should be dedicated to decentralised RES generation. Private
distribution companies should be stimulated to facilitate connections.

The development of RES resources needs to be carefully considered in light of comparative
cost, grid access and dispatch. In the long term the government should consider using
hydro and other technical options as a backup to store intermittent renewable energy like
wind and solar.
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Energy Efficiency Financing

- The government should allocate sufficient financial resources for increasing energy efficiency
in public and state-owned buildings and public lighting, and at the same time introduce
incentives for private and residential sector initiatives in energy efficiency and RES.

The government should ensure a good coordination mechanism with IFls and donor
communities, including priority settings, monitoring at the national level, and compatibility
with the overall national strategy on energy efficiency and renewable energy.

The government should explore which financial incentives are most appropriate for
stimulating energy efficiency in different sectors.

Data Collection and Monitoring

- To support monitoring of achieved results, a centrally coordinated project database needs
to be set up and collect data from all activities related to energy efficiency in Turkey.

Results at the project level should be aggregated at the national level in order to periodically
assess the implementation progress of national policies.

The existing statistics on the building stock should be improved first, so that they can
be used to estimate the energy-saving potential for the building sector and support the
policymaking and improvement process.

- The government should ensure full implementation of international environmental
reporting standards and methodologies concerning renewable energy and energy
efficiency.
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Typuma paTtnouumposana [orosop Kk SHepreTudeckon Xaptum (I9X) w TpoTtokon K
SJHepreTnyeckor XapTumn N0 BOMPOCaM 3HepreTnyeckor 3QGeKTUBHOCTY 1 COOTBETCTBYIOWMM
3Kkonornyeckum acnektam (M33C3A) 5 anpens 2001 roga. Patuduumpya MN33C3A, cTpaHbl
NPUHIMAIOT Ha ceba 0bA3aTenbCcTBa NO GOPMYAMPOBAHMIO CTpaTervin B 061acTX NOBbILEHMWA
SHepreTnueckon 3GGEKTUBHOCTM U OCabneHVs BO3AEWCTBMA Ha OKpyXKalolylo cpeay
3HepreTuyeckoro umkna (CT.5).

lpynna mexayHapoaHbIX 3KCnepToB nocetuna AHkapy 18-22 Hosbpsa 2013 roga n obcyanna
pAL BOMPOCOB C NPeACTaBUTENAMYM FOCYAAPCTBEHHbBIX OPraHOB, MPOMbILAEHHOCTV 1 APYTVMI
3aWHTEPECOBAHHbBIMY CTOPOHAMU C Liefblo A0PAbOTKM HacTosALLero yriybneHHoro oo3opa.

UcxogHaa nnpopmayus

Typeukas 3KOHOMMKa [LOCTWIIa BbICOKMX TemnoB pocta BBl nocne npeoponeHva
rnyboyaniiero B CBOei UCTOPUM SKOHOMUYECKOTrO Kpwmsmca B 2001 roay. B ocHOBHOM 3TO
ABNACTCA CNefCTBMEM NPUHATNA HOPMATUBHbBIX aKTOB M ayIUTOB, HAMPAaBNEHHbBIX Ha CHIXXEHNE
CTeneHn HeCTabunbHOCTV BAaHKOBCKOrO CEKTOPA, PasyMHON HanoroBO-0104KETHOW MONUTIKM
M MaCCOBOW NprBaTV3aLMM roCyAapcTBEHHbIX Npeanpuatui. CpeaHerogoBor Temn pocta BBl
B nepuog mexay 2002 n 2012 rr. coctasnan nopagka 5%.

[eatenbHocTb Typumm B chepe MMMOPTa 1 SKCMOpTa paclumpaeTca ¢ Havana 2000-x roAos, 3a
NCKoUYeHVeM neproaa robanbHoro skKoHoMmYeckoro Kpumsmca B 2009 rogy. CpeaHeroqoeomn
TeMn pocTa akcnopTta B nepuroa ¢ 2002 no 2013 rog coctasnan nopaaka 14%, a imnopta - 15%.
B TOT e nepuroj Bo3pacTan 1 06beM TOProsAn yCayramu.

[Jedunumt Tekyuwero nnatexxkHoro 6anaHca 8 2011 rogy coctasun 75,1 mnpa. gonn. CUA -
npvmepHo 10% BBIT, npexae yem oH cHm3unca ao 48,5 mpa. gonn. CLUA (npumepHo 6% BBIT)
8 2012 romy. B 2013 roay nedvumT Tekylero nnatexxHoro 6anaHca BHOBb yBenmMumnnca 1o 64,9
mnpgd. gonn. CLWA — npumepHo 8% BBIT.

B pesynbrate OCyLEeCTBNAEMOW CTPAHOM MOJUTUKM  «OTKPBITBIX  ABEPEN», UYMCIO
NHOCTPaHHbIX 1 COBMECTHbIX MPEANPUATAN YBEIMUYMBAETCA BMJIOTb A0 CEFOAHALIHEro AHA.
MIHOCTpaHHble MHBECTULMM NO-NPEXHEMY ABAAIOTCA BaKHbIM GakTOPOM, CNOCOOCTBYIOLLUM
fanbHenwemMy yCTOMYMBOMY COLUMaNbHO-3KOHOMUYECKOMY Pas3BUTUIO CTPaHbl. CpeaHuit
YUCTBIA MPUTOK NMPAMBIX MHOCTPAHHBIX MHBECTUUMI B CTPaHy B nepwof ¢ 2002 no 2012
rofbl coctasnan 1,8% BBI1.

MonuTnka B o6nacTv 3HepreTnKn N 3Heprod3pPpeKTMBHOCTU

Typuua ABNAETCA pa3BMBaIOLENCA CTpaHOW, 1 NoTpebneHune sHeprumn B Typummn CTPEMUTENBHO
pacTeT BCNefCTBME YBeNMYeHMA e€ HaceneHws, MNPOW3BOACTBA W WHAYCTpUanu3aumnn.
[1pOrHo3bl CBMAETENLCTBYIOT O TOM, UTO B CliefytoLem AeCATUNETUM CNIPOC Ha SNEKTPO3HEPT IO
OyfeT exkerofHO BO3pacTaTh Ha 6,7% 1 7,5% Npu cLeHapWAX HU3KOTO 1 BbICOKOrO (0ObIYHOTO)
pocTa, cooTBeTcTBeHHO (TEIAS, 2012).

BcemmpHblin 6aHK (2011 1) yKasbiBaeT Ha Hanuuve noTeHuuana cbepexenvsa B obbeme 4,6
MIH. TH.3. B MPOMbILNEHHOCTY, 4,8 MAH. TH.3. B TDAHCMOPTHOM CceKTope 1 7,1 MIH. TH.3. B
CeKTope [JOMOXO3ANCTB, YTO yBenuumBaeT oOWui noTeHuman cobepexeHna Ha 16,5 MiH.
T H.3. ¢ 2009 rogom. Ecnm npuHATb TOT e rof B KauecTBe 0a3nCHOro, TO AaHHbIN 00bem
SKBMBaneHTeH 2,0 MIp[. €BPO B MPOMBIWAEHHOCTH, 5,4 MIPL. €BPO B TDAHCMOPTHOM CEKTOpE
1 5,8 MIPA. €BPO B CEKTOPE AOMOXO3ANCTB, YTO B CyMMe COCTABAAET NOTeHUMan SKOHOMUM
B 0bbeme 13,2 Mnpa. eBpo.



KpaTtkoe nsnoxeHve

BaxHOM Lenblo NoAnTUKK Typumn aBnsaeTca obecrneyeHne sHepreTMUeckon He3aBncMMoCcTn
B [OArOCPOYHOM nepcrnekTvBe. HbIHEWHAA 3HepreTMUeckas MonuTHMKa CopencTByeT
PACLUMPEHNIO UCMONB30BAHNMA MECTHBIX MCTOUYHWMKOB SHEPTUN 1 CTPEMUTCA K MCMOMb30BaHWIO
UMeEloLLLEroca noTeHLMana BO306HOBAAEMbIX UCTOYHMKOB SHeprun (BM).

MNonutrka Typuumn B 0b6nact 33 pyKOBOACTBYeTCA 3aKOHOM 06 dHeproadGeKTMBHOCTY,
Uenblo KOTOPOro ABAAETCA MOBbileHVe 3GOEKTUBHOCTY MCMONb30BAHMA SHEPreTUYeCKmnx
pecypcoB, yMeHbleHVie OpemMeHI 3aTpaT Ha SHEPTMI0 B SKOHOMMKE U 3alliMTa OKpY»KatoLlen
cpeabl. 3akoH 00 3HeproadpdeKTVBHOCTU W ero MoA3akoHHble aKTbl  0becrneynBaroT
NpaBOBYIO OCHOBY W MpefyCMaTPUBalOT Mepbl MO MOOWPEHVIO 1 NOAAEPKKE MOBbILLEHWA
SHeproadGEKTUBHOCTY, BKIOUAA CO3AaHNe 1 GYHKLUMOHUPOBaHWE PbIHKOB yCyr B cdhepe 33,
B TOM UMCIe SHeProcepBUCHbIX KomnaHuii (ICKO), sHepreTnuecknx ayantopos 1 NPOEKTOB B
06nacTn 33, a Takxe cxem [JoOPOBOMbHbIX COMMALLIEHWUI ANA CTUMYNIMPOBAHWA UHBECTULIWIA B
3HeprocbepexeHme.

B Crpaternyeckom [OOKYMEHTe MO BOMPOCaM 33, MPUHATOM BbICLWUMM MCMONHUTENbHBIM
KOMUTETOM 1 onybnukoBaHHOM B «OduumansHoM BecTHUKe» 25 depans 2012 roga,
npegfnaraeTca co3fatb MOMUTUYECKYIO OCHOBY, MOAKPEMIEHHYID YETKO OnpeAeneHHbIMU
LeNIAMK, OPUEHTMPOBAHHBIMI Ha JOCTUXKEHNE PE3YNBTATOB, N COBMECTHO C OTBETCTBEHHbLIMMU
33 VX JOCTUXKEHWE NPEeAnpUATUAMK OMpenenTb, Kakve BUAbl AeATENbHOCTU HEOOXOAUMSI
ANA AOCTVKEHWA 3TVX Lieneit C TeM, YToObl rapaHTMPOBaTh AEATENBHOCTb OOLLECTBEHHOCTY,
YyacTHOro cektopa 1 HIMO Ha OCHOBE NMPUHLMMOB COBMECTHOIO YYaCTWA 1 B3aUMOAEUCTBUA.

Monutunka B o6nactn BUD

DHepreTMUECKMin CEKTOP UrpaeT rMaBHyto POosb B 3KoHoMKKe Typumn. OfHako Npov3BOACTBO
SHEPIMM B 3HAUNUTENBHOM CTEMEHN 3aBUCUT OT MMMOPTA MCKOMAeMOro TOM/VBA, @ UMEHHO Y,
HedTN 1 NPUPOAHOro rasa. B Hactosllee BpemMa 74% NpenioKeHna nepBuyYHOn sHeprin B
Typumm obecneynBaeT MMOPT.

C 2005 ropa lNpasuTtenscTBo Typunm NpeanpUHUMAET LWark AnA U3MeHeHWA CyLeCTBYIOWEro
nonoxenvsa gen. O nNpUOPUTETHOCTWM 0OCBOoeHuA BWS  cBuaeTensCcTBYIOT 3akoH 00
ncnonb3oBaHun BV ¢ uenblo npon3BoacTsa anekTposHeprimn (2005 r), BcTynneHne Typumnm
B MexayHapoaHoe areHTCTBO No BO30OHOBNAeMol dHeprin (IRENA) B mioHe 2009 ropa u
npuHATMe CTpaTerMyeckoro nnaHa MUHUCTePCTBA SHEPreTUKM U MPUPOAHBLIX PeCcypCcoB
(M2I1P) (2010-2014 rr).

OueHka noteHumana BV3 B Typuun nokasana, Yto MO COCTOAHMIO Ha AHBapb 2014 . yxe
nveetca 25 857 MBT ycTaHOBNEHHOM MOLWHOCTY Ha 6a3e BV (B Tom umcne ruapopecypcos)
(TEIAS). Typuma obnaaaeT 3HaunTenbHbIM NOTeHLManom B 0bnacTu BS, koTopbil oLjeHrBaeTcA
B 720 mnpa. TBT.U B rof, UTo B TPW pasa NPEBbILLIAET BaIOBOW CNPOC, COCTaBUBLIMI 242 MAPA.
TBru B 2012 rogy. Hannuve nnoTuHHbIX [9C MOXKET MCnonb30BaThca Ana cbanaHcMpoBaHWA
HEeNOCTOAHHbIX O6BEMOB BETPOBOW 1 CONTHEYHOW SHEPrK. Kpome Toro, bnaroaapsa 0CBOeHMIO
3TOro noTeHumana B/, MoXHO Obln0 bl CyLLIECTBEHHO CHI3WTL OOBEM MPOM3BOACTBA Ha TEMSTbIX
3NEKTPOCTaHUMAX, YTO MO0 Obl 0becneynTs 60MbLLYI0 CTabUABHOCTb U MPOLOMKUTENBHOCTL
pocTa BBIT.

OcHoBHol CTpaTernyeckoro JOKyMeHTa N0 BOMPOCaM PbiHKa SNEKTPOIHEPI UM 1 HAAEKHOCTM
CHabxeHna 2009 roga ABNAETCA yBeNMUeHve A0 MEeCTHbIX UCTOYHMKOB. Typums CTaBwT
nepen cobon cnefytoulve Lenv no oceoeHnto B3 k 2023 roay - ctoneTnio co3naHua TypelKon
Pecnybnuku:
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- [ona B/IS B npoun3BOACTBe 3M1eKTPOSHEPrUM AOCTUTHET Kak MUHMMYm 309% (BKMouas
nnoTnHHble [30).

+ YCTaHOBMEHHAA MOLHOCTb BETPOINEKTPOCTaHUMIA cocTaBuT Ao 20 000 MBT Kk 2023 roay.

+  YCTaHOBMEHHaA MOLHOCTb reoTepPManbHbIX SNeKTPOCTaHLMM cocTaBmT Ao 600 MBT k 2023
roay.

- HauHeT  MCMONb30BaTbCA  TEXHWUECKM M IKOHOMMYECKM  L|enecoobpasHbil
rMAPO3HEPreTUYeCKmi noTeHUman.

« bypeT HauaTo MCNONb30BaHWeE CONHEYHON SHEPTUN B MPOW3BOACTBE 3NEKTPOSHEPT N,
B Typumnm NnpoBOAMUTCA NMONWTYKA, 6NaronpuaTtcTaytoLlas 0CBoeHMo BMS:

- CyuwectsyeT 3akoH O BW3, npeaycmaTpuBalomMii NbrOTHbIE 3aKynoOuHble Tapudbl AnA
npow3ssoauTenen sHeprnv Ha 6ase B3 B TeueHue 10 neT:

o 73 ponn. CLUA/MBT.Yac 3a aneKTpo3Heprino, MPomn3BeaeHHyYo C UCMONb30BaHMEM MMAPO-
1 BETPOBOW 3HEprmm

o 105 ponn. CLA/MBTuUac 3a 31eKTpO3HEPruio, Npou3BeAeHHYI0 C MCMNOMb30BaHMEM
reoTepMasibHOM 3Heprm

o 133 ponn. CLA/MBTUac 3a 31eKTpPO3HEPruio, NMPOW3BEAEHHYID C MCNOMb30BaHMEM
COJHEYHOW SHEPTUM 11 BUOMACCHI/INEKTPOIHEPI IO 13 OTXOA0B

o bonee Toro, ecnm B NPOEKT BKOUYEH MECTHbI KOMMOHEHT, TO B PaMKax Kaxkoro npoeKTa
BO3MOXHO MOJyyeHne AONONHUTENBHOIO foxXoAa B pa3mepe 23-92 nonn. CLUA/MBT.uac (B
TeyeHue 5 net)

« CywecTsyeT CMNOTOBbIMI PbIHOK, KOTOPbI MOXET OYHKUMOHWMPOBATL B KauecTse
anbTEPHATMBHOW TOYKM NPOAaK ANA MPOU3BOAMTENEN SNEKTPO3Heprm oT BVI3.

«  bbinnopraHn3oBaHbl TeHAEPbI Ha MOyYeHWe pa3peLleHin Ha NOAKITIOUEHNE, BXOAE KOTOPbIX
pa3paboTuvrKm NpoeKkToB B 0bnactv BV cornacunmch Boinnauneats Npasutensctsy Typumm
Ccymmbl B pasmepe fo 30-40 gonn. CLUA 3a MBT.Yac BbipaboTaHHOW 31eKTPO3IHEePr M.

- baHkoBCKasa cuctema TypLMM HAKOMWAA 3HAUMTENbHbIM OMbIT GUHAHCUPOBAHKSA NMPOEKTOB B
obnacTu BM>.

KpaTkoe nsnoxxeHumne 06u.|,e|7| OLeHKU nporpecca

[pofomKaeTca NpuBaTM3aLmMA B NEKTPOIHEPreTUYECKOM 1 Fa30BOM CEKTOPax: 3aBeplueHa
NpMBaTM3aLMA SNeKTPOPaCNpPedennTeNbHbIX KOMMAHWA 1 OCYLIeCTBAAETCA NpKMBaTM3aLmA
reHepupyloWwyx akTMBOB. [pMBaTV3aUMK  TEHEPUPYIOWMX  aKTMBOB NpefLwecTBoBana
MaclTabHan PEKOHCTPYKLUA SMNEKTPOCTAHLIMIA, Y OXKUAAETCS, YTO STOT NPOLECC MPOACIIXKITCS
1 nocne npueatu3aumn. Kpome TOro, TakKe OCYLLEeCTBAAETCA NpuBaTM3aLmna OOMbLNHCTBA
razopacnpegenuTensHbix komnaHui, C aHBapa 2013 roga nMMUT AnA KBaMOUUMPOBAHHbBIX
noTpebutenert Obin CHUxeH Ao 5 Bruac. bnaropaps npuBatM3auuy pacnpeaenuTenbHbIX
KOMMaHWM, B HaCTOALLEE BPEMA Takke MPOWUCXOAUT MPOLECC, Lenblo KOTOPOro ABMAETCA
COKpalleHve Kpax 1 notepb, B cpefHem coctasnaswmnx 14,6% s 2011 rogy, npumepHoO 4O
12,1%, C OTAENbHLIMA LieIeBLIMI MOKa3aTeNAMN ANA KaxKOOoW pacnpefennTenbHOM KOMMaHMK
Ha 2015 roa.

OcHoBHas uenb [NpaButenscTda Typumn B 00NacT SHEPTETUKM 3aK/I0UYaeTCA B CHUKEHNY
33BMCKMOCTI OT UMMOPTa NpUY YAOBNETBOPEHNUM CNPOCa Ha SHEPruio. [1na foCTUxeHUsa 3Tol



KpaTtkoe nsnoxeHve

uenu, 8 2009 roay Obin ONyONMKOBaAH CTPATErMUEeCKMin [JOKYMEHT, B KOTOPOM OnpefeneHbi
LeneBble nokasateny Ha 2023 rof: oCTVKeHne fonn BMS B Npon3BOACTBE 3MEKTPOIHEPT NN
OT BO30OHOBMAEMbIX MCTOUHMKOB B pa3Mepe 30% U CHUXKEHWe JOAM NPUPOAHOMO rasa B
MPOVI3BOACTBE NEKTPO3HEPrMM 0 YPOBHA MeHee 30%.

CornacHo Hoknagy o nporpecce Typumm Ha nyTu npucoeanHeHuna Kk EBponeickomy Cotosy
2013 roga, NoAroToBAEHHOMY B paMKax NoAnTuKK npucoenmHenua K EC, Typuma ocylecTsnana
[eATeNbHOCTb B CNIeAyIoLLMX 00NaCTAX: HAAEKHOCTb CHAOKEHNSA, BHY TPEHHNI SHEPreTUYeCKI
PbIHOK, BO30OHOBIIAEMbIE UCTOUHUKM SHEPT N, SHEProdhdEKTMBHOCTb, AfepHasa 6e30MacHOCTb
1 pPagvaLMOHHaA 3aLmMTa.

MexnyHapoaHble rHaHcoBble yupexaeHuna (MOY) co3nany KpynHble GoHAbI 44 MHBECTULNIA B
NOBbILIEHVE 3HEPro3QGEKTUBHOCTU HapsAAy C MHBECTULMAMM B BO30OHOBSEMYIO SHEPrETUIKY.
Bneuatnaet o6bem 3Tvx GOHAOB, COCTaBNAOLMI CBbILe 3 Mapa. aonnapos CLIA. B HacTosulee
BpPEMSA MPAaBUTENbCTBO HE PACCMaTPMBAET MPOEKTbl B 0ONACT 3HEProdhdeKTMBHOCTA B
KayecTBe 0CObO KaTeropun MHBECTUILIWIA,

YTto KacaeTcs UeHOOOpa3oBaHWA B 3HepreTnke, To Typuma A0OMBaeTCA 3HAUUTENbHbBIX
yCnexoB. BHepeHMe aBTOMATMUECKOrO MexaHu3ma LeHoobpasosaHua (AML]) B Hauane
2008 rofa 3HaUMTENBHO YNYULIMIO OTPAKEHMe 3aTpaT B LieHax Ha 3Hepruio. Tem He MeHee,
dbakTnuecKre 3aTpaThl Ha UMMOPT He BCEraa NPAMO OTPaXKEHbI B PO3HMUHbIX LIEHAX, AVKTYEMbIX
AMLL. TMostomy AML He BCerga nprMeHAeTCA B COOTBETCTBUM C MIaHOM, YTO MPUBOLAUT K
BPEMEHHOMY CyOCUAMPOBAHMIO LIEH.

PaboTa npaBuTtenbcTBa Hag CTpaTermyeckrM JOKYMEHTOM MO BOMPOCaM D3 3ac/lyKMBaeT
BbICOKOW OLIEHKM. B 3TOM JOKYMEHTE M3M0MEHBI CEMb CTPATEMMUECKMX LIENEN, KOTOPbIE, B CBOIO
oyepe[ib, NOAPA3AENATCA Ha KOHKPETHbIE MEPbI 11 CPOKM.






PekomeHaaLmm
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O6wwue peKkomeHgaLUN

BHepI'eTI/ILerCKaﬂ NOJNINTUKa NPaBUTENbCTBa AO/IXKHA W BMpedb OTPaaTb noTeHUManbHbIN
BKMag 3Hep|’OQd)(|)€KTI/IBHOCTI/I B yMeHblleHVe WMMMOopPTa TOrMBa W” copencTeme
SKOHOMMYECKOMY POCTY U 3alnTe Opr>KaPOLL|,€I7I cpenbl.

MpaBuTenbCTBY CneayeT v BMpefdb OTAaBaTb MPUOPUTET 3HEProdhGeKTMBHOCTY 1
BO30OHOBAAEMON SHepreTuke. byaylime sHepreTuueckue cTpaTerny JOMKHbBI ONMpPaThea
Ha [AeTalbHbIl aHanM3 3KOHOMMYECKOro MnoTeHuUMana 3HeprosddekTMBHOCTM BO BCeX
ceKkTopax akoHoMMKK. CneayeT ymMeHblaTh 6apbepbl, NPenaTCTByoLiMe peanvsaLum 3Toro
noTeHumana.

MUHWCTEPCTBY SHEPTETUKM Y MPUPOAHbBIX pecypcoB (MITP) cneayeT yKpennaTb pacluvpsaTb
CBOVI BO3MOXKHOCTU B Chepe aHan3a 1 oLieHKM SHeproahdeKTMBHOCTA 1 BO30OHOBNAEMON
SHePreTVKN Kak OCHOBbI /18 pa3paboTkn OyayLien NoauTUKM.

MogepHmMzaumio  OOBEKTOB  reHepauuy, — nepefadv ¥ pacnpeaeneHns B
JNEKTPOSHEPreTUUECKOM  CEKTOpe  CrieflyeT MPOAOMKWTb M NOC/e  3aBeplIeHNs
NpviBaTh3aLmMm. HeobxoanmMo NPOAOKUTL AanbHelliee dddeKTMBHOE pa3BuTME 0OBbEKTOB
NPOW3BOACTBA, Mepefaun ¥ pacrnpefeneHvis B ra3oBOM CEKTope. ITO MakKCMMasnbHO
NOBbLICUT SQGEKTUBHOCTb CKUMaHWA TOMMMBA U CBELET K MUHUMYMY TeXHUYeCKne notepu
npu nepefade N pacnpeaeneHnm.

CTpaTeI'I/II/I 1N NOAUTMKA B 0bnactn SHepreTnkn OOJIKHbl COOTBETCTBOBATb AOIMOCPOYHbIM
Lenam 1 CTaBUTb 3afauml AnAa KHoYeBbIX CEKTOPOB KOHEYHOIo I'IOTpe6J'IeHI/Iﬂ.

Typeukoe 3akoHOAATENbCTBO B 00MacTV 3HeproadGeKTMBHOCTM CneayeT U BrApedb
COrnacoBbiBaTh C COOTBETCTBYIOLEN MOMWUTUKOM K 3akoHoaaTenbcteom EC B obnactu
3HepProspPeKTUBHOCTM.

NHcTUTYyUMOoHanbHas CTPYKTypa

Heobxoaumbl  AoMonHUTENbHbIE YCUAWA [ANA  PaclMpeHns BO3MOKHOCTEN HeAaBHO
co3naHHoro [eHepanbHOro AMpekTopaTa Mo BO30OHOBAAemoln 3Hepretvke ([B3),
BO3MOXHO - MyTeM CO3faHnA SPGEKTVBHOMO 1 [OMKHEIM 0OPA30OM YKOMMAEKTOBAHHOIO
CneunanbHOro opraHa C YeTKo onpefeneHHON KOOPAVHALMOHHON GyHKLMeN.

CnepyeT ykpennaTb ponb [[1B3, utobbl OH MOr UrpaTb Befyllylo Pofib B 0CBOeHUM B/ B
Typunu.

HeobxoanMo MoBbIWATh CTeMeHb MEeXBEeLOMCTBEHHOM KOOPAMHALIMKM, B OCODEHHOCTM
MeXxay APYrMMIN rOCYAapCTBEHHBIMA AUPEKTUBHBIML OpraHamv B 00OMacTh SHepreTuku,
OKpY»KatoLLel cpefibl, TPAHCMOPTA, B XUIMULLHOM CEKTOPE U MPOMbILLIEHHOCTU.

MpaBUTeNbCTBY CledyeT PAacCMOTPETb MyTH W CMOCOObI akTMBM3aUMKM PaboTbl B 06MaCTy
SHEPTrOSPGEKTUBHOCTU HA PETMOHANBHOM M MECTHOM YPOBHAX, HaNpUMep, Ha YpPOBHE
PEroHanbHbIX OPraHoOB BNACTN 1 MyHULIMNANWTETOB.

[leATenbHOCTb Pa3nmnyHbIX3avHTEPECOBAHHBIXCTOPOH,BTOMUMCIe MDY, npodeccroHanbHbix
M OTpac/ieBblX accoumaluni, YHUBEPCUTETOB, HayYHO-MCCNEN0BATENbCKUX LIEHTPOB U
HMNO Heobxoavmo MoAAEPKMBATb W YUMTbIBATH MPU Pa3paboTKe U OLeHKe MONUTUKM
NpaBuUTENbCTBA.

MpaBWTenbCTBY CrleflyeT M BNpedb OKasbliBaTb MOAAEPKKY HayUHO-MCCIenoBaTeNbCKIM
1 OMbITHO-KOHCTPYKTOPCKMM paboTaM B chepe TeXHOMOrMI B 00NacT BO30OHOBAAEMbIX
UCTOUYHVKOB SHEPIMM 1 SHEProsGGEeKTUBHOCTMU.



PekomeHpaaumm

JHepreTnyecKkunii pbiIHOK U LleHOO6pa3oBaHne

[1paBnTeNbCTBY, MPW COLEWUCTBUM YMNPABAEHMA MO PEryIMPOBaHNIO SHEPreTUYeckoro
pbiHka (EMRA), cnemyeT npoponkaTb paboTy, CBA3AHHYI0 C OTPaxalolyMm 3aTparhbl
LleHOOOPa30oBaHNEM.

B uensx copmencteMa  mepam MO MOBLIWEHWIO  3HEProddGeKTMBHOCTM — cremyeTt
pPaccMOTPeTb BOMPOC O [JONOMHUTENBHOM GUHAHCUPOBAHMN MPOEKTOB MO MOBbILIEHWIO
3HeproadGeKTMBHOCTM 3a CcuUeT TapndOoB Ha pacnpeneneHue.

PecTpyKTypu13aLma PbIHKOB SNEKTPO3IHEPTUN U ra3a 3ac/yKMBAET BbICOKOW OUEHKM U1 eé
cnenyeT NPOAOKaTh, BKOUaA YCTaHOBNEHWe TapudOB Ha nepefady v pacnpeneneHue,
41O 0becneunsaeT 3GGEKTUBHOCTb CUCTEMBI.

KoHKpeTHble nporpammbl I Mepbl B 0651acTyi SHepros¢pPpeKTBHOCTI

CTpatervueckuii AOKyMEHT MO BOMpOCaMm 3HeproaddektveHocT 2012 roga cnepyet
JOMONHUTb JOPOXKHOM KapTo MOINTUKM B 06NacTK sHeproaddekTBHoCTH Ao 2023 roga
¥ Ha nocnenyowmii neproa. Heobxoanmo obecneunts peanm3aumio 3Tol A0NroCPOYHON
[AOPOXHOW KapTbl MOCPEACTBOM KPATKOCPOUHbIX MIaHOB AEUCTBNIA C YUYETOM MPUOPUTETOB
1 MPOMEKY TOYHOTO MOHUTOPWIHTA M OLIEHOK.

Mcxona 13 ganbHerlwen OUeHKM noTeHUMana MosblleHna 3HeprosddeeKTMBHOCTY,
NpPaBMUTENbCTBY CreflyeT YCTaHOBWTL LiefneBble MokasaTenu Ans NpropuUTeTHbIX CEKTOPOB.

MpaBUTENbCTBY CefyeT MPOAoIXaTb PaboTy MO BHEAPEHMIO BBICOKMX CTaHAapTOB
3OHEKTUBHOCTY HOBBIX M CYLLECTBYIOLIMX 3AaHNI, yaenas OCHOBHOE BHUMAHWE CUCTEMAM
MapKMPOBKN 1 MUHUMANbHbBIM CTaHapTam SHepro3dbdekTMBHOCTU. OHM AOMXKHbI BK/IIOYaTb
KaK CTpOUTENbHbIE XapaKTePUCTUKK, TaK W CTaHOApTbl 3KCMayaTtaumn 3gaHuin. OpraHam
BNacCTV CrieflyeT obecrneymTb Hanmume npoLenyp cobniofeHns 1 obecrnedeHns BbINOIHEHWA.

MpaBWTenbCTBY CleayeT n BNpedb CTUMYNMPOBaTb SHEPro3ddGEKTUBHOCTb C MOMOLLbIO
WMPOKOro CNeKTpa Mep, NpeiHasHaueHHbIX 418 3AaHVIA Y NPOMbILLNIEHHBIX CEKTOPOB, TaKKX
Kak 0ba3aTenibHble IHepreTUyecKme aynmuTbl, CONOCTaBUTENbHBIV aHaNN3, PAaCNPOCTPaHeHe
nHbopMaLMM O Mepax Mo MOBLIWEHWIO 3HEPro3dPeKTMBHOCTY, a TakKe MpUBIeYeHMs
OTpacNeBbiX aCCOLMALMNA K YYACTUIO B Pa3bACHUTENbHO-MHOOPMALIMOHHBIX KamnaHUsX.

MpaBUTENBCTBY CEAYET U BNPeb COAENCTBOBATL PA3BUTUIO PbIHKA SHEPreTUUeCKUX YCyr
C NOMOLLbIO WMPOKOTO CMEKTPa Mep, TaKUX Kak Cxembl CYOCUANPOBAHNIA SHEPreTUUeCKmX
aynuTOB, YNPOLLEHHbIE MPOLEAYPbl OCYLLECTBAEHUA UHBECTULMIA B MPOEKTbl B 06MacTu
SHEPro3GGEKTUBHOCTA 1 YNPOLIEHHbIE  MPOUEAypbl  cepTUdMKauMM  KOMMaHWIA,
3aHMMAIOLLINXCA BOMPOCaMM SHEProdGOEKTUBHOCTY.

DHeproadGpeKTVBHOCTL B TPAHCMOPTHOM CekTope TpebyeT KOMMAEKCHOro MOAXOAa,
B TOM uucne B Chepe OOUIECTBEHHOrO TPAHCMOPTA, FOCYAAPCTBEHHBIX 3aKYMOK
SHEProdQGEKTUBHBIX TPAHCMOPTHBIX CPEACTB, VHOPACTPYKTYPbl W PErvoHanbHOro ¥
rOPOLCKOro MIaHNpOBaHKs.

MpaBWTenbCcTBY  CneayeT W BApedb  OTAaBaTb  MPUOPWUTET  MMLIEH3MPOBAHWIO
BbICOKO3hEKTUBHDBIX TIL 1 TennoueHTpanem.

CnepyeTnpoaosiKaTb v PacNPATLAEATENbHOCTHMOMNOBbIWEHMIOYPOBHA OCBEAOMIEHHOCTY
1 PaCMpPOCTPAHEHWIO MHOOPMALIMN B LIENSX NOBbIWEHVS 3HEeProadPeKTUBHOCTM, OCOBEHHO
B MyHMLIMNANMUTETaX, AOMOX034MCTBAX 1 Ha Masblx 1 cpeaHmnx npeanpuatax (MCrT).
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Typumn cnepyeT M BNpedb Y4acTBOBATb B PA3/IMUHBIX MEXAYHAPOAHBIX WMHMLMATMBAX,
CBA3AHHbBIX C 3HEPTrO3GPEKTUBHOCTBIO.

Bo3o6HoBnsieMble NCTOYHUKMN SHeprmm

OcBoeHvie BV fomkHO no-npexHemy ABNATLCA NpruopuTeTom And Typuumn. Lienw, 3apaun u
nnaHoBble MOKa3aTenn B 067acTy B BMeCTe C KOHKPETHBIMY CPOKaMV ClieflyeT yTOUHWTL B
6ynyuem CTpaTernyeckom oKyMeHTe no sBonpocam BV u/unu MNnaHe aenctemin B 06nactu
BO30OHOBAIAEMOW SHEPreTUKMN.

MpaBUTENbCTBY CReAyeT MOCTOAHHO OL|eHMBATb MEXaHV3Mbl MOAAEPKKM, Kak Hanpumep,
CUCTEMY NbFOTHBIX 3aKYTMOYHbBIX TAPUHOB, 1, BO3MOXKHO, PacluMpUTb Chepy eé AencTBIA AN
OXBaTa Ternmna oT BO30OHOBNAEMbIX NCTOUHMKOB.

[MocTynneHna OT MpoBedeHNA TeHOepOoB Ha NMpefoCTaBNeHVe MpaB Ha MCMOb30BaHMeE
rMAPO3HEPrN, SHepPrn BeTpa (@ B OyaylleM - CONHEYHOW SHEPrnM) MOXHO Obino Obl
pe3epBMPOBaTh AA CO3AaHWA 000poTHOrO GoHaa BV,

CnepnyeT BbifenaTs 6onblie GUHAHCOBLIX PECYPCOB Ha fielleHTPan308aHHOE NPON3BOACTBO
anekTpoaHeprum ot BMS. CnenyeT okasbiBaTb COAENCTBME YaCTHBIM pacrpefenmTenbHbIM
KOMMaHWAM A1 obneryeHrs NoaKMouYeHn .

Heobxoanmo TulaTenbHo NpodyMaTb BOMPOC 06 0CBOEHWN BMD B CBETE CPABHUTEBHBIX
V3OepxeK, [OCTyna K 3Heprocucteme M pacnpefeneHns Harpysku. B [0ArocpouHoi
NepCrneKkTNBe, B KauecTBe PE3epPBHOrO BapuaHTa MpaBuUTeNbCTBY CleayeT PacCMOTPETb
BO3MOXHOCTb  MCMOMb30BaHUA [MAPOSHEPTMUA U APYrMe TeXHWUECKMe BO3MOXHOCTY
AKKYMY/IVPOBAHWS SHEPTUM HEMOCTOAHHbIX BO30OHOBASEMbIX WCTOYHMKOB, TakMX Kak
BETPOBAA ¥ CONHEYHas SHeprua.

OuHaHcmpoBaHue 3HeprospPpeKTNBHOCTIU

MpaBWTeNnbCTBY CneayeT BbAENATb [OCTAaTOUHble GUHAHCOBbIE pecypChl Ha MOBbLILIEHNWE
SHEPro3QGEKTUBHOCTY OOLLECTBEHHbIX 1 FOCYAAPCTBEHHbIX 3AaHMIA 1 YIMYHOTO OCBELLEHNS
W, BMECTe C Tem, BBOAWUTb CTUMYSbl /18 VHWULMATUB YaCTHOTO W1 »KWUIULLHOMO CeKTopa B
obnactu aHeproaddekTBHOCTH 1 B,

MNpaBWTenbCTBY CreayeT 0becneymTb Hanmumne OTIKEHHOTO MeXaHV3ma KOopAuHaUMn ¢
M®Y 1 coobuiecTBamn JOHOPOB, B TOM YnC/e onpefeneHne npuopuTeTos, MOHUTOPUHT
Ha HaLWOHaNbHOM YPOBHE 1 COOTBETCTBME OOLIEN HALMOHANBHOM CTpaTerny B 06nacTu
3HepProsdPeKTUBHOCTY 1 BO30OHOBIAEMbIX MCTOUHMKOB SHEPTN.

MpaBUTENbCTBY CNeayeT BbIACHUTL, Kakie GUHAHCOBbIE CTUMYbI Hanbonee LenecoobpasHbl
ANA CTUMYAIMPOBaHNSA 3HEPrO3hOGEKTUBHOCTY B PA3NIMUHBIX CEKTOPAX.

C60p AaHHBIX U MOHUTOPUHF

[nAa  copencTsmAa  MOHWUTOPUHIY  JOCTUMHYTHIX —PE3yNbTaToB  HeOOXOAMMO — CO34aTb
LleHTPaNM30BaHHO KOOPAMHMPYeMyto 6asy [aHHbIX NO MPOeKTam W OCYLLeCTBAATL coop
MHGOpMaLMmM 060 BCex BMAax AeATeNbHOCTYM, CBA3aHHbIX C 3HEPro3deKTMBHOCTLIO B
Typunu.

PesynbTaThl Ha ypOBHE MPOEKTOB CnefyeT CYyMMMPOBATh Ha HaLMOHANbHOM YPOBHE ANA
NpOBeeHNA NEPUOANYECKON OLIEHKM XOfa Peanmn3aumnmn HalnoHanbHOM NOANTUKN.

B nepBytoovepenb cneqyeTyTouHUTb UMEOLWMECA CTaTUCTUYECKME JaHHbIE 06 O6LL|,€M d)OH,D,e



PekomeHaaumm

30aHUN, YTOObI MX MOXKHO ObISIO NCMOMb30BaTb ONAa oUeHKM noTeHUWana 3Heproc6epe>+<eH|/|ﬂ
B CTpOUTE/IbHOM CEeKTope 1 CcoaencTBmA npoueccy paSpa6OTKVI N COBEPLIEHCTBOBaHKA
NONNTUKN.

MNpaBWTeNnbCTBY CeayeT obecrneunTb NOHOe BHEAPEeHVE MEX[IYHAaPOLHbIX CTaHAapTOB
IKOMNOMMYECKOW OTYETHOCTU U METOAMK, CBA3aHHBIX C BO30OHOBAEMbIMM MCTOUHMIKAMY
SHEPrnn 1 SHeProdPGEKTUBHOCTBIO.
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Brief Country Overview

Geography

The Turkish Republic is a Eurasian country located in the Southeast European region and the
Middle East. Approximately 97% of its area (called Anatolia) is in Asia and the rest (Eastern
Thrace or Rumelia) is in Europe. Turkey covers a territory of 785,347 km? bordering with Georgia
(276 km), Armenia (328 km), Azerbaijan/Nakhchivan (15 km) and Iran (560 km) on the east,
Irag (384 km) and Syria (877 km) on the south, and Bulgaria (269 km) and Greece (203 km)
on the north-west. Turkey has a combined coastline of 4,763 km on the eastern coast of the
Aegean Sea and the northern coast of the Mediterranean Sea, and a coastline of 1,778 km on
the southern coast of the Black Sea. In addition, the Sea of Marmara, which is an inland sea of
Turkey, has a coastline length of 1,275 km. Turkey has played an important role in trade and
transport since the beginning of commerce, both in the Mediterranean and along the Great
Silk Road.

According to TURKSTAT statistics, Turkey's population was approximately 76.7 million by the
end of 2013 (see Table 1) and this has been increasing gradually (about 1.3% per year) each
year. The territory of Turkey consists of 957 districts in 81 provinces. The main cities are Istanbul,
Ankara and Izmir. Ankara, the capital, is situated in the centre of Anatolia and it is the second
largest city in Turkey after Istanbul. It covers an area of 25,437 km? and has a population of
around 5 million inhabitants. On the other hand, Istanbul, which is the largest city, has a
population of over 13.8 million and covers an area of 5,313 km2.

Turkey is characterized by a diverse landscape. Mountains cover most of the total area of the
country. The average altitude is over 1,100 meters and it increases from west to the east. The
major mountains of Turkey include Mount Ararat, Mount Erciyes, the Kackar Mountains and the
Taurus Mountains. The highest peak is Mount Ararat at 5,137 meters.

The climate in Turkey is quite variable with four main climate types, namely Mediterranean,
Continental, Marmara (transition) and Black Sea climate. The average annual temperature in
the country is 14.2 °C, while it reaches 15-20 °C in southern and western parts of the country
and drops to 5-7.5 °C in the east. Precipitation is variable too, with an average of 600-1,000
mm per year. It is lowest in central eastern Turkey (250-500 mm) and highest in the mountains
of the east Black Sea region (1700-2,200 mm).

Turkey is a rich country in terms of mineral resources and other mines. The major mineral
source of Turkey is boron, having about 64% of the world’s reserves. In addition, there are
significant deposits of feldspar, bentonite, perlite and pumice. An area that must be specifically
mentioned is the west of the Black Sea region (Zonguldak, in particular), which is the only basin
where hard coal is found, together with lignite which is more abundant and dispersed across
the country. Major deposits of trona, meerschaum, gypsum, and natural stones including
marble, travertine and granite scattered all over the country, are of particular interest. Deposits
of uranium, gold and other precious metals, mineral spring water, etc. also form part of the
geology of Turkey.

Demography
Turkey has a population of about 75.6 million (2012). Key demographic indicators are set out
inTable 1 below.
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Table 1_Key demographic indicators

2012 2013
Population, end year total (millions) 75.6 76.7
Population growth (annual %) 1.2 13
Life expectancy at birth, female (years)* 76 79
Life expectancy at birth, male (years)* 72 74

*2011 and 2012 respectively
Source _WB (2012) and TURKSTAT (2013)

According to TURKSTAT, the country has a labour force of about 28.2 million as of October
2013, of which 2.7 million (9.7%) are unemployed. The services sector employs 49.8% of the
whole labour force, followed by agriculture and industry with 23.5% and 19.1% respectively.
16.3% of the population lives under poverty as of 2012.

Climate Change

Climate change scenarios for Turkey propose an increase in the average temperature and rainfall
(Ministry of Environment and Urbanisation, 2013). The average annual temperature increase
between 2011 and 2040 is expected to vary between 0.5 °C and 1 °C. In the period 2041-2070,
the increase in the surface temperature is expected to vary between 1.5 °C and 2.4 °C and by
2100 it is projected that the temperature increase will reach 3.5 °Cin winter and 6 °C in summer.
In some scenarios, the increase in the temperature is projected to reach over 7 °C in the last 30
years of the 21st century (2071-2100). The increase will be higher in winter for the eastern and
inner parts of the country, while it will be higher in summer for south-eastern Turkey and the
coastal regions. Rainfall in 2011-2040 is expected to increase up to 30% in winter and spring
compared to the period 1961-1990 (MEU, 2013). However, in the coming years (2041-2100),
the precipitation is expected to decrease in most of the country, especially in the Mediterranean
and Southeast Anatolian regions, whereas it will increase in the northern parts, namely the Black
Sea region. Other than those, the changes in the amount of rainfall will be relatively insignificant.

Climate change will significantly affect water resources in Turkey. The sectors most exposed to
climate change are tourism, agriculture and energy.

Political System

The structural formation of Turkey's political system was initiated by way of the acceptance of
the first Constitution of the Republic of Turkey on 20 April 1924. With a few additions in the
following years, the constitution established Turkey as a democratic, constitutional, secular
and unitary republic. The Constitution is based on the principles of unity of powers, except for
jurisdiction. Later, with the Constitution that was accepted in 1961, a complete parliamentary
system was established with a separation of the legislative, executive and judicial powers.
According to the traditional concept of the separation of power, the Constitution determines
that the executive power is held by the president of the Republic of Turkey and the Council of
Ministers, the legislative power is carried out by the Parliament — the Grand National Assembly
of Turkey, with 550 deputies — and the judicial power is held by the independent courts. The
current Constitution in effect in Turkey was accepted in 1982.
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The deputies of the Grand National Assembly of Turkey are elected on the basis of a majority
system, during general, equal and direct elections by free, private and secret ballots. The Grand
National Assembly develops constitutional laws, Acts and orders on issues within its power. It
gives the vote of confidence to the appointment of the prime minister and to the Council of
Ministers.

The government (Cabinet of Ministers) is subordinate to the president, who appoints the prime
minister and Cabinet. The Cabinet of Ministers oversees the implementation of the general
policy of the government, and of the state budget and financial, credit and monetary policies,
as well as state social programs.

Turkey is @ member of the United Nations, the Organization for Security and Cooperation
in Europe (OSCE), the Organization for Economic Co-operation and Development (OECD),
the North Atlantic Treaty Organization (NATO), the Black Sea Naval Co-operation Task Group
(BLACKSEAFOR), the World Health Organization (WHO), the European Bank for Reconstruction
and Development (EBRD), the D-8 (Developing Eight), the G-20 (Group of Twenty), the Council
of Europe (COE), the International Monetary Fund (IMF), the Organization of the Islamic
Conference (OIQ), the International Energy Agency (IEA), and the World Bank (WB). Turkey is a
candidate country for accession to the European Union (EU).

Economy

The economic development of the country until around the end of World War Il can be
considered as the era of the reconstruction, formation and industrialization of a newly
founded Republic. After that, the economy started to become more dependent on external
loans and credits, foreign capital and investments, and liberalization. The country moved into
a more stationary period and the state intervened in the economy for regulating purposes.
Dependency on foreign capital and imports increased, especially during the 1980s, although
there have been exceptions in periods where exports increased with economic growth. Most
recently, Turkey has gone through national economic crises in 1994, 1999 and 2001, and was
moderately affected by the global economic crisis of 2000.

The average growth rate of GDP for the period 2002-2012 was around 5%. The next graph
shows the GDP values and growth rates for Turkey for the period 2001-2011.
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Figure 1_GDP development of Turkey
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The Turkish economy has achieved high GDP growth rates after it overcame the deepest
economic crisis of its history in 2001.This is mainly due to the regulations and audits to decrease
the banking sector’s fragility, sound fiscal policies and mass privatizations of public enterprises.
The average yearly growth rate of GDP was about 7% between 2002 and 2007. However, the
effects of the global economic crisis began to be observed by the end of 2008 all over the
world, whereas the Turkish economy experienced a recession in 2009, the first one since the
2001 crisis, with a negative GDP growth rate of 4.8%. Strong macroeconomic fundamentals,
a strong mid-term program to reduce uncertainties and a continuing capital inflow helped
the economy to recover from the downturn, and Turkey became one of the fastest-growing
economies in the world in 2010 with a real GDP growth of 9%. This high growth rate and
measures to reduce unemployment resulted in a lower unemployment rate in 2010 (down to
11.9%). The significant growth in the economy continued in 2011 and the GDP growth rate for
2011 reached 8.5%, before decreasing to 2.2% in 2012.

The components of the GDP by sector in 2012 are illustrated in Figure 2 below. The GDP of
the country is not dominated and driven by one single specific sector, but is distributed over
several sectors. Industry is the leading sector, with a share of 19% of the total GDP, followed by
transport (14%), housing (14%), taxes (12%) and trade (12%).

Industry is one of the most developed sectors in Turkey. The most important subsectors are fuel
and energy, chemistry, manufacturing, metallurgy, mining, food industry and light industry.
Agriculture is another important sector, with as main products cereals (especially wheat and
barley), vegetables, sugar beets, cotton, fruits, tobacco, tea, hazelnuts, oil, vegetables and cattle
breeding.
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According to the 10th Development Plan published in July 2013, the main medium-term
objective of the state policy in the field of industry is to develop a competitive manufacturing
structure based on exports via increased efficiency and accelerated industrialization, led by the
private sector. Similarly, efficiency increases are also targeted in agriculture and service sectors,
whereas lower dependency on imports and low-cost, safe satisfaction of demand is aimed for
in the energy sector. In order to achieve these targets, a predictable and stable macroeconomic
environment must be established. The main activities include the modernization and
reconstruction of equipment facilities, increasing the competitiveness of national products,
the flow and efficiency of investments, increasing the labour force participation rate, and
encouraging research and development processes.

Figure 2_Components of GDP, 2012
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Source_Ministry of Development of Turkey, 2013

Import and export activities have been increasing over the last few years and there has been a
noticeable increase in net imports of goods and services in the last two years. There has been
a significant decrease in the volume of net exports in 2009 as a result of the global economic
crisis, but the increasing trend was re-established in 2010. Exports reached $152 billion in
2013 with vehicles, machinery, equipment and parts, ferrous metals and goods, textiles and
garments, mineral fuels, fruit and vegetables as the main export items. Imports, $252 billion as
of 2013, consisted of mineral fuels, vehicles, machinery, equipment and parts, ferrous metals,
plastics, precious stones and chemicals. The EU is the major destination for the export of
Turkish goods. The main trade partners of Turkey are Germany, Irag, Iran, United Arab Emirates,
United Kingdom, Russia, Italy, France and USA. Turkey is a founding member of the World Trade
Organization (WTO) since the establishment of the Organization in 1995.
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Figure 3_Net Exports and Imports of Turkey
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The current account balance of the country shows that the account deficit peaked at $75.1
billion in 2011, about 10% of the GDP, before decreasing to $48.5 billion (about 6% of GDP)
in 2012. The current account deficit increased again in 2013 to $64.9 billion, about 8% of GDP.

Figure 4_Current Account Balance of Turkey

80,000 - 12%
70,000 -
- 10%
60,000 -
L 89

50,000+ 8%
40,000 - - 6%
30,000 L 40
20,000+

L 0
10,000 2%

0 - - 0%
2005 2006 2007 2008 2009 2010 20M 2012

mmm Current Account Balance (BoP, current million US$) e Current Account Balance (% of GDP))

Source_WB, 2013

As a result of the “open door” policy of the country, the number of foreign and joint ventures
increased since the 1950s, when the foreign investments to the country have been stimulated.
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According to data from the Ministry of Economy, there were 34,094 industrial enterprises in
Turkey with foreign investments from 164 different states by the end of June 2013. Foreign
investments remain an important factor for the continuation of a stable social and economic
development in the country. Average net inflows of foreign direct investment to the country
have been 1.8% of GDP in the period 2002-2012.

Figure 5_Turkey and comparative countries (upper-middle-income):
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Energy Supply and Demand

Energy Balance

At present, Turkey’s gross energy consumption relies largely on fossil fuels. According to IEA
statistics, about 74% of the primary energy supply of the energy sector comes from imports.
QOil, natural gas and coal together represent 99.7% of all energy imports of Turkey. Detailed
information on these energy resources, their production, consumption and import amounts is
provided in the next section.

Primary energy demand has been increasing between 1990 and 2012, except during major
economic crises. This is illustrated in the next two graphs, showing an average growth rate of
2.9% between 1990 and 2012 (see Figure 6) and a significant increase in the share of natural
gas (see Figure 7). In addition, Table 2 shows the distribution of energy sources over the main
sectors of the Turkish economy in 2011.
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Figure 6_Total primary energy supply
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Figure 7_Distribution of sources in total primary energy supply between 1995 and 2012
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Table 2_Energy Balance of Turkey in 2011 (ktoe)
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Coal, Oil and Gas

Turkey is currently a net importer of coal, oil and natural gas. The total netimport of crude oil in
Turkey was 19.1 Mtoe and net import of oil products was 12.2 Mtoe, while natural gas imports
totalled 37.3 Mtoe and coal imports were 18.7 Mtoe in 2012, based on IEA statistics. There are
also a number of existing fields and also fields under development in Turkey, and it is expected
that new exploration will positively contribute to decreasing the dependency on imports in
coal and oil consumption of the country. Also, the General Directorate of Mining Research and
Exploration (MTA) of MENR recently announced the discovery of new lignite reserves in Turkey.

The most abundant hydrocarbon energy source in Turkey is coal, specifically lignite. Coal is the
second primary energy source supplied in Turkey, coming after gas, and is by far (more than
half of the total) the largest source of energy produced in Turkey. In 2011, coal provided 15.5%
(35.8 Mtoe) of Turkey's total primary energy supply. A little less than half of the total coal (17.6
Mtoe) comes from import, which consists of 87% hard coal. On the other hand, 18.1 Mtoe
(15.8% of the total supply) is provided by domestic coal, which consists of 91% lignite.

The total lignite reserve in Turkey is geographically dispersed across the country and is about
13.9 billion tonnes, of which 96.7% is proved reserves, 3.2% is probable and about 0.1% is
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possible. This amount corresponds to 7.1% of the world lignite reserves. As for hard coal, Turkey
has more scarce reserves when compared to lignite, and these reserves of about 1.32 billion
tonnes are mostly located in and around the Zonguldak.

Turkey's total marketable coal production was 76 million tonnes in 201 1. Lignite accounted for
about 95% of the total production (approximately 72.5 million tonnes). According to the MENR
statistics (2012 Coal Sector Report), the total amount of coal (hard coal, lignite and asphaltite)
consumed in Turkey in 2011 was a little higher than 100 million tonnes, split into 26 million
tonnes hard coal, 74 million tonnes lignite, and 0.9 million tonnes asphaltite. Turkey is thus
largely dependent on hard coal imports (over 90% of the national consumption). According to
MTA statistics, Turkey imported in 2012 a total of 28.4 million tonnes of hard coal (worth about
$4.8 billion) from other countries, mainly from Russia, Colombia and the USA.

In Turkey, activities related to oil and natural gas are carried out by the state-owned Turkish
Petroleum Company (TPAO), related to the MENR. According to the TPAO 2012 Sector Report,
the amount of oil produced in 2012 was 2.3 million tonnes, which is about 4% less than the
2011 production. By the end of 2012, the recoverable oil reserves of Turkey were 43.2 million
tonnes (294.8 million barrels), whereas the total (proved, probable and possible) oil reserves
amounted to 1.03 billion tonnes. Around 93% of the explored oil reserve fields are considered
as small-sized and 7% are mid-sized. According to IEA data, the total primary energy supply
consisted in 2012 of 21.1 million tonnes crude oil and 10.1 million tonnes other oil products. In
the same year, the total net import of crude oil was 19.1 million tonnes and the net import of
oil products was 12.2 million tonnes.

The TPAO 2012 Sector Report states the amount of natural gas production in 2012 was 664
million m3, which is equivalent to 520.5 Mtoe (IEA), and over 16% less than 2011 levels. As of
the end of 2012, the total proved, probable and possible natural gas reserves of Turkey were
25.78 bcm, of which 6.84 bcm is recoverable. According to IEA statistics, natural gas contributed
to Turkey’s primary energy supply with 37.25 Mtoe in 2012, while total net imports have been
37.29 Mtoe in the same year. In addition, total natural gas consumption in 2011 was 37.7 Mtoe.

Turkey, as a country surrounded by sea on three sides, can increase its hydrocarbon reserves,
especially natural gas, by exploring its on-and offshore potential. For that purpose, international
agreements with companies like Shell have been signed and exploration activities for natural
gas are taking place since 2004 in the Black Sea, Mediterranean Sea and Aegean Sea.

The main infrastructure for import and transit of hydrocarbons includes:

The Baku-Tbilisi-Ceyhan (BTC) pipeline, which opened in May 2005, has a maximum
capacity of 1 million barrels per day (or 50 million tonnes per year). TPAO has a share of
6.53% in the BTC pipeline project, which is one of the main crude oil import (and transit)
sources of Turkey.

The Azeri-Chirag—Guneshli (ACG) Project, established by the State Oil Company of the
Azerbaijan Republic (SOCAR), currently provides oil to Turkey. Further field development
studies are ongoing.

The South Caucasus Natural Gas Pipeline (SCP) from Shah Deniz Field and the Trans-
Anatolian Pipeline (TANAP) projects, also aimed at transit into Europe, currently provide
natural gas to Turkey.

The following figures give an overview of the production of hydrocarbons in Turkey since 1995
(see Figure 8) and of the net imports of hydrocarbons by Turkey since 1995 (see Figure 9).
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Figure 8_Production of coal, oil and natural gas in Turkey
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Figure 9_Net imports of coal, oil and natural gas by Turkey
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Renewable Energy Sources

Turkey has vast resources of almost all types of RES: solar, wind, geothermal, hydro and biomass.
There are significant agricultural activities in large areas of the country that could provide
residues for biomass combustion or gasification. High average annual wind velocities create
potential for the efficient utilization of wind power, in particularalong the Mediterranean shores.
There is also a large solar energy potential due to favourable climatic conditions, in particular in
the southern half of Turkey. The country is also rich in geothermal power. Existing Hydro Power
Plants (HPPs) already cover about 30% of their economic potential. Thus, HPP are the most
developed RES in the country, and there is still a large potential for further implementation.
The further development of RES is one of the government’s strategic priorities (see the section
on RES policy for more details).

Most of the RES generators are independent power producers (IPPs). Based on the latest data
of TEIAS (Turkish Electricity Transmission Company) from 2012, non-hydro RES had with 6.8
TWh a 2.83% share in total production in 2012, whereas the share of non-hydro RES in total
installed capacity was 5.23% or 3,363 MW as of the end of January 2014.

Electricity

The power sector is important to the development of the Turkish economy, as both in general
and in Turkey, energy (and electricity) consumption is related to GDP growth. Turkey is fully
electrified, and electrical power is mainly used in the residential and industrial sectors. Electricity
is the third most utilized energy source in the country (after oil and natural gas). The installed
generating capacity was of about 64.044 MW by the end of 2013, of which thermal power
stations contribute with 38.448 MW and hydro power stations make up most of the remaining
balance with 22289 MW. Installed capacity of the non-hydro RES was insignificant until
recently. However, investment efforts on generation and transmission of RES have improved
in the last few years, reaching 5.2% of the total installed capacity. Conversion to RES for power
generation can also provide an important leap forward to improving energy efficiencies and
environmental impacts of power plants.

The development of electricity consumption per capita shows an increasing trend, with an
average yearly growth of 5% from 1995 until 2012, with exceptions during the domestic
economic crisis in 2001 and during the global economic crisis in 2009. The actual level of
electricity consumption per capita in Turkey (2,801 kWh in 2012) is, however, well below the
average in developed economies, like for example about 6,850 kWh/year per capita in the EU-27.
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Figure 10_Electricity consumption per capita in Turkey
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According to TEIAS (2012), the demand for electricity is expected to double between 2011 and
2021 in the High scenario, whereas a growth of 84% is foreseen in the Low scenario. The peak
demand is also expected to double between 2011 and 2021.

Figure 11_Demand and peak load power projection for Turkey
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Evolution of Energy Production, Imports and Consumption

The evolution of energy production, imports, primary energy supply, electricity and energy
consumption valuesin the period 1995-2012isillustrated below. The GDP indicatoris also given
in the graph to represent the relation between economic growth and energy developments.

Figure 12_Energy production, net imports and total primary energy supply
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Energy production and energy consumption values were relatively low in 1995. Since then,
the economy has grown by an average rate of 4.1% until 2012, while energy and electricity
consumption followed the same path with GDP. There is also a clear link between economic
growth and energy imports. Net energy imports increased on average by 5.5% per year after
1995, from 39.8 Mtoe in 1995 to 98.7 Mtoe in 2012. This significant increase in imports was
needed to cover the increased energy consumption in the country, because the domestic
energy production increased with a lower average rate of 1.0% per year in the period 1995-
2012,

Electricity Generation

TEIAS is a state monopoly owning all assets related to electricity transmission activities. TEIAS
prepares investment plans for the transmission segment of the energy sector. It also defines,
revises and submits tariff proposals to EMRA for approval for connection to the system and its
use. TEIAS also prepares forecasts of the electricity market development as a whole, and it is
responsible for the balancing of demand and supply in the market and the resulting settlement
process. The Market Financial Settlement Center has been created within TEIAS's organization.
Thus, in addition to being a system operator, TEIAS also acts as the market operator. In addition,
several types of entities and end-users have direct access to the transmission grid. These are
generally the large generation units (on the generation side) and large industrial facilities (on
the consumption side).
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TheTurkish distribution grid can be defined as all assets which have a voltage power lower than
36 kV. In addition to distribution companies, various entities — especially Organized Industrial
Zones (OlZs) — are also eligible to receive a distribution license within their own borders. All
of the existing 21 distribution companies have been privatized as of September 2013. The
privatization method in Turkey follows the process of auctioning off of Transfer of Operating
Rights (TOR) of the distribution assets in the respective territories, usually for 30 years. TEDAS
(Turkish Electricity Distribution Company) will continue to own the distribution assets now
operated by private companies.

State-owned hydroand thermal power plants are owned and operated by EUAS (Turkish Electricity
Generation Company). EUAS, in accordance with the forecasts of the market developments
prepared by TEIAS, has the legal mandate to construct, lease and operate new power plants in
order to ensure the security of electricity supply. There are also private producers in Turkey, called
Independent Power Producers (IPPs). In addition, there are auto-producers, but these became
IPPs by the end of 2013 due to the new Electricity Market Law, nr. 6446 (EML).

The Turkish Wholesale Electricity Trading Company (TETAS) sells the electricity generated by
the units built by the private sector under the Build—Operate—Transfer (BOT), Build—Operate-
Own (BOO) and TOR contracts. BOT, BOO and TOR schemes involve long-term power purchase
agreements, with the state being the sole buyer of the output. These purchase agreements
carry “take or pay” clauses and almost all of the purchase obligations are expected to expire
by 2020. TETAS executes the transfer of existing purchase agreements from BOO, BOT and
TOR generators for the purpose of sale to distribution companies. TETAS is authorized, on
conditions defined by law, to conclude new agreements, to execute and to terminate the
concluded and transferred agreements. Moreover, any stranded costs that may arise due to
such contracts are recovered through TETAS's wholesale tariffs.

Table 3_Electricity statistics for 2006-2012 (GWh)

2006 2007 2008 2009 2010 2011 2012
Total Generation 176,299 | 191,558 | 198,418 | 194,812 211,208 | 229,393 | 239,497
Coal and coal products 46,650 53,431 57,716 55,684 55,047 66,217 68,013
0il products 4,340 6,526 7,519 4,804 2,180 904 1,638
Natural gas 80,691 95,025 98,685 96,095 98,144 | 104,048 | 104,500
Hydro 44,244 35,851 33,270 35,958 51,796 52,338 57,865
Geothermal 94 156 162 436 668 694 899
Wind 127 355 847 1495 2916 4,723 5,861
Biofuels and waste 153 214 219 340 457 469 721
Electricity imports 573 864 789 812 1,144 4,556 5,827
Electricity exports 2,236 2,422 1,122 1,546 1,918 3,645 2,954
Total final electricity consumption | 150,848 | 163,354 170,604 | 165088 | 180,212| 197,937| 207,063

Note: Total final electricity consumption is equal to net power consumption plus internal consumption during generation.

Source_TEIAS, 2013
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Figure 13_Electricity balance 2007-2012
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About 60% of the electricity generation is based on fossil fuels. The figure below shows a
strong increase of the share of natural gas (in Combined Cycle Gas Turbines) since 1995, which
is now the major source for electricity generation. Turkey uses its lignite sources mainly for
electricity generation, but the share of imported coal has been increasing recently. Heavy oil is
only used for covering peak demand.

Hydropower is the major renewable source for electricity generation. Firewood is used mainly
for domestic purposes.
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Figure 14_Electricity generation by fuel

300000

250000

200000
=
= 150000
(U]
100000 -
50000
0

1995 1997 1999 2001 2003 2005 2007 2009 201

M Renewables M QOil products M Hydro M Natural gas M Coal and coal products

Source_|EA statistics, 2013 and TEIAS, 2013

Figure 15_Electricity generation by power plant type
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According to latest energy statistics of TEIAS, as of 2012 losses in the transmission system were
2.6%, whereas losses in the distribution system were 12.7%.

The installed cogeneration capacity in Turkey was about 8.3 GW by the end of October 2013,
which constitutes about 13% of the total installed capacity.

Figure 16_Cogeneration installed capacity in Turkey, in MW, 1992-2013
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A district heating scheme has been recently realized in Turkey. Doga Enerji provides
district heating and hot water to 9,000 houses in Esenkent-Istanbul from its Esenyurt CCGT
Cogeneration Power Plant, with an installed capacity of 180 MW.

Energy Consumption Trends by Sectors

Total Final Energy Consumption

The total final energy consumption (TFEC) by energy source is presented in the graph below.
QOil, gas and coal have a dominant share of 72%. The remaining part consists mainly of electricity
(19%), but also heat (1%) and others (7%).
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Figure 17_Final energy consumption in 2011

1%

7%

HOil products  ®Naturalgas M Coal  MElectricity M Heat Other (Renewables)

Source_|EA statistics, 2013

The following figure shows the shares of various energy sources in the final energy consumption
over the years. The share of oil products decreased gradually from 53% in 1995 to 35% in 2011,
while natural gas increased from 6% in 1995 to 22% in 2011. Coal products increased from
14% to 19% in 2000, to decrease to 16% in 2011. Electricity consumption accounted for an
increasing proportion of final consumption, rising from 12% in 1995 to 19% in 2011.
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Figure 18_Trends in final energy consumption
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Final Energy Consumption by Sector

Industrial consumption accounts for 31% of total final consumption in 2011 and is followed by
residential (29%) and transport (18%). Services and Non-energy use have a share of about 8%
each in final consumption. The following figure shows that the shares of the different sectors
have been rather stable over time.
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Figure 19_Shares in final energy consumption 1995-2011
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Figure 20_Shares in final energy consumption in 2011
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Industry

The figure below shows the trend of final energy consumption in the industrial sector since
1995, specified by fuel. Industrial energy consumption increased substantially from 1995 until
2011, from 12 Mtoe in 1995 to 25 Mtoe in 2011.

Natural gas is the preferred fuel and it contributes to the bulk of energy used in industry,
having a share of 32% in 2011. The share of oil products in industry is only 6%. Electricity
constitutes about 29% of the total energy consumption in industry in 2011, whereas coal and
coal products had a share of 28%.

Figure 21_Final energy consumption of the industrial sector 1995-2011
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Figure 22_Shares in final energy consumption of the industrial sector in 2011
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Residential

Residential energy consumption increased gradually from 16 Mtoe in 1995 to 24 Mtoe in 2011,
with an average yearly growth of 2.4%.

Figure 23_Final energy consumption of the residential sector, 1995-2011
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Figure 24_Shares in final energy consumption of the residential sector in 2011
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Fossil fuels covered 61% of the energy use in the residential sector in 2011 (natural gas had a
share of about 31%, coal and coal products 25%, and oil products 5%). The share of renewable
energies was 23%, with 15% for biofuels and waste and 8% for other renewable energies.
Electricity represented the remaining 16%.

Services

Services comprise the commercial and public sectors. Total energy consumption in services
increased during the period 1995-2011 with an average yearly growth of 6.5%.



In-Depth Energy Efficiency Policy Review of the Republic of Turkey | 2074

Figure 25_Final energy consumption of the services sector, 1995-2011

7000

6000

5000
4000
3000
2000
1000 1
R \ \ —

1995 2000 2005 2010 20M

m Other B Heat H Coal and coal products B Natural gas B Electricity

Source_|EA statistics, 2013

Figure 26_Shares in final energy consumption of the services sector, 1995-2011
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The figures above show a strong increase in the use of electricity and natural gas in the services
sector since 1995. The share of electricity was above 60% in 2011, and the share of natural gas
increased to 32%. Remarkably, coal and coal products are also being used since a few years
ago in the service sector. This is most probably driven by the recent increases in the price of
natural gas.

Agriculture and Forestry

The final energy consumption of the agriculture and forestry sector has been stable during
1995-2005 at around 2,900 ktoe, and started to increase after 2005 up to 5,300 ktoe in 2011.
Oil products have a share of 92% in the total final energy consumption of the sector and the
remaining balance is met by electricity. The share of natural gas is insignificant.

Figure 27_Final energy consumption of the agricultural sector, 1995-2011
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Transport

Energy use in transport has been stable during 1995-2005 at 11.7 Mtoe. After a peak in 2007
at 16 Mtoe, it stabilized around 15 Mtoe during the period 2008-2011. Almost all of the final
energy consumption in the transport sector is met by oil products (98%). The remainder is
made up by natural gas, electricity and biofuels, totalling 2%.
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Figure 28_Final energy consumption of the transport sector, 1995-2011
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Background

Turkey is a developing country and energy use in Turkey is increasing rapidly due to increasing
population, production and industrialization. Projections show that the electricity demand
will increase annually by 6.7% and 7.5% in the next decade for the low and high (business-
as-usual) scenarios respectively (TEIAS, 2012). According to IEA statistics, Turkey’s total final
consumption of energy (TFC) was 81.5 Mtoe in 2011. Moreover, the need for investments in
the energy sector within the next 15 years is calculated to be in the order of $118 billion,
whereas dependency on energy import reached 74% in 2012, according to IEA statistics.

Securing long-term energy independence is therefore a policy goal for Turkey. Current energy
policy promotes domestic energy sources, and strives to make use of the available RES
potential.

Energy Policy Goals

Turkey pursues strategies and implements policies to secure a safe energy supply. Within
the scope of the long-term target of achieving energy independence, Turkey's energy policy
principally aims at:

Making energy available for the consumers in terms of cost, time and amount
Exploiting public and private facilities within the framework of free market practices
Reducing dependency on imports

Securing a strong position in regional and global trade of energy

Ensuring the availability of diversified resources, pathways and technologies
Ensuring maximum use of RES

Increasing EE

Minimizing negative environmental impact of the production and use of energy and natural
resources.

The Government of Turkey adopted the MENR Strategic Plan (2010-2014), which identifies
and sets development targets for the various sub-sectors within the energy sector along with
a package of specifically defined measures for the next four years. Overall, the Strategic Plan
consists of 11 goals under 5 different strategic themes, which are Energy Supply Security, the
Regional and Global Effectiveness of the Country in Energy, Environment, Natural Resources,
and Corporate Development. The main objective of the MENR Strategic Plan is to make
use of the energy and mining resources effectively, efficiently, securely and in a timely and
environmentally friendly manner, to reduce the dependency on imports. The principal specific
goals of the Strategic Plan are:

to provide diversity in resources by giving priority to domestic resources
to increase the share of RES in the energy supply
to increase EE

to make the free market conditions fully operative and to improve the investment
environment

to provide resource diversity in the area of oil and natural gas and to take the measures for
reducing the risks due to imports
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to turn the country into an energy hub and terminal within the framework of the regional
cooperation processes by using the country’s geo-strategic position effectively

to minimize the negative environmental impacts of the activities related to energy and
natural resources

to increase the contribution of the country’s natural resources into the national economy

to provide for the domestic utilization of the county’s industrial raw material, metal and
non-metal mineral reserves by increasing their production

to increase the effectiveness of the management of energy and natural resources
to be the pioneer and supporter of innovation in the area of energy and natural resources

The Turkish electricity sector is largely based on three main sources, namely coal, natural gas
and hydroelectric power, while oil products are mostly used in transportation. As the use
of coal and natural gas (and oil) largely depends on foreign sources, the MENR target is to
broaden the foundation of the electricity sector to five main sources by also including RES and
nuclear energy. The following targets are envisaged to be achieved by 2023, the centenary of
the establishment of the Turkish Republic:

completely making use of the domestic coal and hydro potential
maximizing the use of RES
incorporating nuclear energy into electricity generation by 2020

maintaining a rapid and continuous improvement in EE to reach EU levels

Legal Basis

The following laws governing the energy sector have been adopted by Parliament:
Electricity Market Law (2013); replaced the EML of 2001 and amendment (2013)
Natural Gas Market Law (2001)
Petroleum Market Law (2003)
LPG Market Law (2005)
Law on Utilization of RES for the Purpose of Generating Electrical Energy (2005)
EE Law (2007)
Law on Geothermal Resources and Mineral Waters (2007)

Law on Construction and Operation of Nuclear Power Plants and Energy Sale (2007) This
Law also introduced regulations regarding the utilization of domestic coal resources for the
purpose of generating electrical energy, encouraging the establishment of domestic coal-
fired thermal power plants.

The old Electricity Market Law (no. 4628), passed on 20 February 2001, and replaced by
a new one on 14 March 2013 (no. 6446), defines legal, economic and social fundamentals
for state policy on the sufficient, quality, sustainable, low-cost and environmentally friendly
generation, transmission, distribution, trade and use of electricity within the competitive
market environment, as well as main directions for policy implementation. With the passage
of the Law no. 6446, the previous Law no. 4628 changed to Law on Organization and Tasks of
Energy Market Regulatory Authority (EMRA).
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The Laws on Natural Gas, Petroleum and LPG Markets cover the regulation about the safe and
economical distribution, trade, supply, and using activities of the related energy sources within
the competitive market environment in a transparent, fair and stable way.

The Electricity Market Law requires that individuals and legal entities obtain a special license for
conducting activities in the generation, transmission, distribution, retail wholesale import and
export of electricity, and market operation, if not otherwise determined by law. Transmission
of electricity is conducted by the state-owned firm TEIAS.

The purpose of the Law on Utilization of RES is to generalize the use of RES in electricity
generation, to make use of RES in a quality, reliable and economical way, and to reduce GHG
emissions for the protection of the environment.

According to the Supply Security Strategy Paper accepted in May 2009, the main approach is to
balance supply and demand, and to make sure the sector develops compatibly with the targets
defined for source variability, foreign dependency, environmental impacts, etc. Based on the
Strategy Paper, TETAS would purchase electricity through bilateral contracts, public investments
on electricity generation will be accelerated and the transmission network system will be
improved. The Paper considers also privatization of some entities, which is discussed next.

Energy Market Liberalization

According to the Electricity Sector Reform and Privatization Strategy Paper approved in March
2004, the country will begin privatization of enterprises in the electricity sector. The Strategy
Paper describes the privatization of enterprises in electric power generation and distribution.
In accordance with the Privatization Law no. 4046 and the Privatization Administration, local
and international investors were expected to participate in the privatization which includes
facilities and enterprises in the electricity energy generation and distribution sectors.

There has been limited competition in the Turkish electricity sector, due to the monopoly of a
single state-owned vertically integrated company, the Turkish Electricity Authority (TEK). The
initial unbundling of the sector took place on 1994, when the TEK was separated into two
state-owned companies: TEAS (Turkish Electricity Generation and Transmission Company),
responsible for generation and transmission activities, and TEDAS, responsible for distribution
and retail sale activities. Later, with the acceptance of Electricity Market Law in 2001, a further
unbundling and reorganization of TEAS took place by separating it into three state-owned
companies: EUAS, responsible for operating the state-owned power generation facilities, TEIAS,
which is responsible for operating the national grid, and TETAS, responsible for purchasing the
electricity from the producers and the sale of this electricity to the distribution companies. This
new law also created an autonomous regulatory body (Energy Market Regulatory Authority,
EMRA), mandated to initiate a major electricity market reform program.

In the current situation, above mentioned electricity market activities can be carried out under
the following licenses:

Generation

+ Transmission
Distribution
Supply

- Market operation
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At present, TEIAS performs all transmission activities, whereas other activities are carried out by
both state-owned and EMRA-licensed private establishments. TEIAS owns all publicly owned
assets related to electricity transmission activities. In addition to being a system operator, TEIAS
also acts as the market operator.

The Turkish distribution grid includes all medium-voltage assets (below 36 kV). In addition to
distribution companies, various entities — especially Organized Industrial Zones (OIZs) - are
also eligible to receive a distribution license within their own borders and to act as a potential
competitor to distribution companies. Owing to the operational problems as a result of the
geographical structure, the size of the region as compared to energy purchased and technical/
financial characteristics, the existing contracts, and the current legal process in Turkey, the
country has been divided into 21 distribution regions. The map of these 21 regions is shown
in the next figure.

Figure 29_The distribution regions in Turkey

Source_|EA statistics, 2011

Distribution has been privatized in all 21 regions as of September 2013 through auctioning
off of TOR of the distribution assets, usually for 30 years. TEDAS will continue to own the
distribution assets operated by the private companies.

State-owned hydro and thermal power plants are owned and operated by EUAS. As part of
the sector reform strategy, EUAS is assigned a portfolio of hydroelectric, lignite and gas-fired
plants. Whilst the major hydro plants are considered to be strategic assets remaining under
EUAS (state) ownership, the thermal power plants and the smaller hydro plants are planned to
be privatized before 2015. Already 52 small-scale, mainly run-of-the-river type hydro units were
tendered out and being transferred to private owners. EUAS will also take over the ownership
of the physical generation assets associated with any BOT and TOR contracts awarded in the
past, following the expiration of power purchasing contracts.

Although it has not yet been officially announced, it is anticipated that MENR will privatize
some public generation units by portfolios. The Privatization Administration started already
with a first tender for Thermal Power Plants (TPP) in 2011, but it had to be cancelled due to low
interest shown. The tendering process was resumed at the end of 2012, and by August 2013,
three TPP tenders had been concluded (for the 1,156 MW natural gas Hamitabat power plant
in Tekirdag, the 600 MW lignite Seyitomer power plant in Kutahya, and the 457 MW lignite
Kangal power plantin Sivas). In addition, the Privatization Administration has launched tenders
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for three more power plants in the second half of 2013 (for the 300 MW Catalgazi coal-fired
power plant in Zonguldak, and the 420 MW Yenikoy, the 630 MW Kemerkoy, and the 630 MW
Yatagan lignite-fired power plants in Mugla). Moreover, since 2009, it was decided that DSI
will no longer construct new hydro plants (except for the existing ones under construction,
and the ones initially planned to be built by private companies but which they later gave up
building of because of high expropriation, road relocation or similar costs, just like Yusufeli
and Tunca Dam). The ones under construction will also be privatized after commencement
of operation. In total, the installed capacity of the generation units planned to be privatized
amounted to 13,619 MW, as of the end of October 2013.

Institutional Framework

The MENR was established upon Presidential Approval No. 4-400 dated 25-12-1963 on the
basis of the authority vested by Law No. 4951. The Law on Organization of MENR was provided
for on 13-02-1983 through Decree Law No. 186, which was finalized by Law No. 3154 enacted
on 01-03-1985. MENR was founded to help define targets and policies related to energy and
natural resourcesin line with the defence, security and welfare of the country, and improvement
and strengthening of the country’s national economy, and to ensure that energy and natural
resources are researched, developed, generated and consumed compatibly with those targets
and policies.

The MENR functions as the central executive body responsible for the formulation of national
policy relating to the energy and mining sectors. MENR also has the following duties and
responsibilities:
Strategic planning by:
+ determining the short- and long-term needs of the country for energy and natural
resources

+assisting  with the examination, operation, improvement, evaluation, control and
protection of energy and natural resources
Policymaking by:

+ determiningandappraisingofthe pricing policiesforgeneration, transmission, distribution
and consumption of the underground and ground energy and natural resources and their
products

+ collecting and evaluating the required information for carrying out the duties assigned
with the legislation, and carrying out the preparation studies for the determination and
development of long-term policies

Annual budget preparation and follow-up of the budget expenditures of the state
companies and other establishments under the control of MENR

Preparation of major energy standards codes and regulations
Dealing with environmental, climate and energy investment matters

Preparing views for proposed laws related to the energy and related topics and following
them through Parliament

Since the first days of its establishment, MENR established close relations with all international
organizations operating in the sphere of fuel and energy and carried out due measures for
the expansion of these contacts. There are five major General Directorates under the Minister:

64



Energy Policy

General Directorate of Energy Affairs

General Directorate of Mining Works

General Directorate of Petroleum Affairs

General Directorate of Renewable Energy (GDRE)
General Directorate of Foreign Relations and EU

Furthermore, the energy state companies and establishments are administratively connected
to MENR:

General Directorate of Mining Research and Exploration (MTA)
Turkish Atomic Energy Authority (TAEK)
Directly related state companies are:
Turkish Electricity Transmission Company (TEIAS)
Electricity Generation Company (EUAS)
Turkish Electricity Contracting and Trading Company (TETAS)
Turkish Electricity Distribution Company (TEDAS)
Turkish Coal Company (TKI)
Turkish Petroleum Corporation (TPAO)
Petroleum Pipeline Company (BOTAS)
Eti Mine Works General Management (ETI MADEN)
Turkish Hard Coal Company (TTK)
Turkish Electromechanics Industry (TEMSAN)
In addition, affiliated institutions are:
National Boron Research Institute (BOREN)
Energy Market Regulatory Authority (EMRA)

The Electricity Market Regulatory Authority had been established by Law no. 4628 and was
later renamed the Energy Market Regulatory Authority as per the provisions of Natural Gas
Market Law no. 4646. With the enactment of the Petroleum Market Law no. 5015 and Liquefied
Petroleum Gas (LPG) Market Law no. 5307, the Authority has been commissioned to regulate
and supervise the downstream petroleum and LPG markets.

The objective of the aforementioned laws is to establish a financially viable, stable and
transparent energy market, which will function as per the provisions of private law and
within a competitive environment to ensure the independent regulation and supervision
of the market. The ultimate goal of these laws is to provide sufficient electricity, natural
gas, petroleum and LPG of good quality to consumers, at low cost, in a reliable and
environmentally friendly manner.

EMRA responsibilities are:
Setting secondary legislation
Granting licenses to market participants and authorization of investment in new facilities

Supervising the licensed bodies financially and operationally
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Review and approval of gas and electricity tariffs and transport tariffs
Defining performance standards and monitoring of quality of services
Handling complaints and settling disputes

Auditing market activities

EUAS, in accordance with forecasts of the market's development and prepared by TEIAS that
takes into account investments of the private sector, is given the legal mandate to construct,
lease and operate new power plants to ensure the security of electricity supply. In 2012, EUAS
managed 43.4% of the installed capacity of Turkey (subdivided into 49.3% hydro, 16.6% natural
gas, 31.3% lignite and hard coal, and 2.7% liquid fuels). EUAS generated a total of 90,823 GWh
in 2012, which corresponds to 38% of Turkey's total electricity generation.

Energy Pricing

Cost-based pricing, also called Automatic Pricing Mechanism (APM) as per the High Planning
Council Decision No. 2008/T-5 dated February 14, 2008 (Cost Based Pricing Mechanism for
State-owned Economic Enterprises in Energy), will be in place at the end of the transition
period (end of 2015).

APM is intended to reflect changes in cost components of electricity for end-users. This
mechanism applies to TKI (Turkey State-owned Coal Institution), BOTAS (State-owned Natural
Gas and Petrol Transmission Company), EUAS, TETAS, and distribution companies in which the
state has a majority ownership and falling under law no. 4046 on privatization applications (i.e.
TEDAS distribution regions). Except for the EUAS portfolio and distribution companies, none of
the above state entities are expected to be privatized.

According to the APM, for each quarter (monthly for BOTAS) there is an automatic price
adjustment based on several calculations. Those calculations, basically, are to reflect changes
in all fuel and generation costs:

Change in TETAS cost (BOT/BOO/TOR power plants and EUAS Hydro)
Change in EUAS Portfolio Generation Groups'generation cost
Change in BOTAS natural gas cost

Change in TKI coal cost

Since 2005, the Average Wholesale Price in Turkey (TORETOSAF) has been determined by
the EMRA Board with due regard to TETAS sale prices and volumes in the related year, sales
prices and volumes of portfolio generation groups, distribution companies’ purchase volumes
and prices from PMUM, generation volumes of auto producers and generation companies,
approved industrial single-phase tariffs, and average technical loss ratios in middle-voltage
level. Since 2005 TORETOSAF has been announced and since 2006 a spot price, which is the
average day-ahead market price, has been formed under a competitive market environment,
reflecting demand and supply conditions.

On 1 December 2009, the Final Balancing and Settlement Regulation brought two different
prices instead of hourly set System Marginal Prices: Day-Ahead Market Clearing Price (MCP)
and Balancing Power Market Price, which is also equal to SIP (System Imbalance Price). MCP
is the system marginal price determined under the day-ahead market and the SIP is the price
determined for the purposes of balancing within the context of balancing power market,
irrespective of transmission system congestion.
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The MCP, Balancing Market price, TETAS price and TORETOSAF development between 2010
and December 2013 are shown in the figure below.

Figure 30_Development of Balancing Market Price and Average Wholesale Price (TORETOSAF)
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As can be seen in the figure above, the average monthly market prices are lower than
TORETOSAF and TETAS prices in spring and autumn but higher in summer and winter. Market
prices are formed according to the demand-supply balance in the market and since there
is low demand to high generation in spring and autumn, market prices decrease. Low price
generation increases due to the priority of hydro generation in dispatch, whereas low demand
is because of the consumption profile. Prices in the order of 80 $/MWh are caused by the

common marginal price-setting technology in Turkey: Natural Gas, which constituted 43% of
generation in 2012.

The legal eligible customer threshold is determined by the Board of EMRA before 31 January
every year. It was set at 480 MWh for 2009. Before 2009, it was 1,200 MWh, and it was even more
than 3,000 MWh in 2007. In 2010-2011, the customers consuming above 30 MWh are legally
able to choose their own supplier. As of 2014, the eligible customer limit has been further
decreased to 4.5 MWh per year. The “Electricity Energy Market and Supply Security Strategy
Paper”, published by the MENR in 2009, stated the goal to eliminate the limit for all customers
except residential customers by 2011 and by 2015 for the residential customers, in line with
the EU directives by allowing all customers to choose their suppliers. Although there has been
a delay in implementing this goal, the eligible customer limit is decreasing year by year and
itis on the agenda to also allow residential customers to freely choose their supplier by 2015.

The policy of a national retail tariff is due to finish by the end of 2015. The second tariff period
was started as of 2011 and will continue until the end of 2015. Tariffs to be employed by retail
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licenses (now supplier licenses) within this tariff period were approved by EMRA in 2010, and
have been reviewed quarterly, taking into account the APM and data received from relevant
licensees. Accordingly, within the parameters of the Price Equalization Mechanism, subsidies
are determined. During the first tariff period, especially in the latter part, there has been a
heavy cross-subsidization of industrial customers at the expense of commercial customers.
This caused high churn rates among eligible commercial customers in 2010. The existing
tariffs, showing the cross-subsidy, are set out in the table below.

Table 4_Breakdown of the National Retail Tariffs of distribution companies

valid from 2013-Q4 (TL/MWh)

Connection Customer Energy including | Distribution Retail -
. . . . . Transmission | Total
Type group retail margin includingloss | services
Type #1 Industry-HV* 177.25 0.00 439 0.00 181.64
Type #2 Industry-MV 196.99 0.00 439 721 208.58
Type #3 Industry-MV 204.43 11.29 439 7.21 22731
Industry-MV 204.43 11.29 439 7.21 22731
Industry-LV 217.04 17.63 439 7.21 246.26
Commercial 252.04 21.96 439 7.21 285.59
Type #4
Households 249.69 2258 439 7.21 283.86
Irrigation 216.53 22.55 439 7.21 250.67
Lighting 22741 23.92 439 7.21 262.92

*Transmission connected customers pay transmission usage fees to TEIAS directly

Source_EMRA

The following graph presents the industrial and household electricity and gas prices in Turkey.
As is commonly the case, household prices are higher than industrial prices and electricity
prices are higher than gas prices. The prices have been relatively stable, but started to increase
in 2012. The only exception is the electricity prices for industry, which decreased in the first
half of 2013.
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Figure 31_Development of industrial and household electricity and gas prices in Turkey

0.14

0.12

0.10

0.08

0.06

0.04

0.02

0.00

€/kWh

200852
200951
200952
201051
2010S2
201151
201152
201251
201252
201351

e Flectricity households — esssssss Electricity industry

e Gas households e Gas industry

Source_Eurostat statistics







Energy Efficiency Policy




In-Depth Energy Efficiency Policy Review of the Republic of Turkey | 2074

Overview

Turkey's EE policy is guided by the EE Law, which aims to increase efficiency in energy resources
and the use of energy, to ensure efficient use of energy, to avoid waste, to alleviate the burden
ofenergy costs on the economy and to protect the environment. The EE Law and its secondary
regulations provide the legal basis and measures to promote and support EE improvements,
including establishing and operating the EE service market, such as energy service companies
(ESCOs), energy auditors and EE projects and Voluntary Agreement schemes to encourage
energy-saving investments.

According to the World Bank (2011), the EE potential amounts to 4.6 Mtoe in the manufacturing
industry, 4.8 Mtoe in the transport sector, and 7.1 Mtoe in the household sector, leading to a total
saving potential of 16.5 Mtoe relative to 2009. This EE potential represents a saving potential of
2.0 billion euros in the manufacturing industry, 5.4 billion euros in the transport sector and 5.8
billion euros in the household sector, adding up to a saving potential of 13.2 billion euros.

The EE Strategy Paper adopted by the High Executive Committee and issued in the Official
Gazette on February 25, 2012 proposes to determine a political set-up supported with result-
oriented and solid targets and to define the activities required to reach these targets, together
with the enterprises responsible for performing them; it also needs to make sure that public
and private sector and NGOs will collaborate effectively.

Strategic and Legal Basis

According to the Fifth National Communication of Turkey under UNFCCC (United Nations
Framework Convention on Climate Change), one of the three main focuses of Turkey’s energy
policies set by MENR is the assessment of EE potential, and the goal is “Using energy resources
and energy efficiently and rationally from production to consumption”. The Turkish Government
puts special emphasis on EE and relevant targets are set through various state programs.

Turkey has been implementing strong policies to increase EE. The measures taken in this area
were initiated by the EE Law No. 5627, which came into effect in May 2007. The Law envisages
a number of administrative and financial activities promoting EE in the industrial, transport,
building, services and electricity sectors of Turkey. These include:

Investment subsidies for EE projects in industrial enterprises. Applications can be submitted
once per year (in January).

- Voluntary Agreements, signed with industrial enterprises committed to decrease their
energy intensities. Applications can be submitted once per year (in October).

EE Support Program for Small and Medium Sized Enterprises (SMEs), which provides training,
audit and consultancy support.

- Energy Manager Training Programs, organized annually since 1997, through which more
than 5,515 Energy Managers have been certified.

Authorizing several institutions such as the Chamber of Mechanical Engineers, Chamber
of Electrical Engineers, Osmaniye Korkut Ata University and Gazi University to give energy
manager training, and giving authorization and also authorizing energy efficiency consultant
companies to provide energy efficiency services such as energy manager training, energy,
energy consultancy.

- Supporting cogeneration plants with higher efficiencies to reduce CO, emissions.



Energy Efficiency Policy

EE upgrades and retrofit projects for the thermal and hydroelectric power plants through
new technologies since 2005.

- Activities related to sustainable architectural design and green buildings, and to establishing
a green building certificate system, starting with the establishment of the Turkish Green
Building Association in 2007.

Energy Intensity

Because of the electrification of the economy, the electricity intensity of the GDP has increased
after 1995, whereas the energy intensity of the GDP has been stable since 1995, as can be seen
in the figure below.

Figure 32_Energy intensity of GDP
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The energy intensity in Turkey has not shown much change since 1990. Energy use per unit
of GDP was 0.195 in 1995 and it decreased to 0.184 in 2012, although the graph below shows
some lower values as well during that period. This is the result of the country’s high GDP
growth while energy consumption also increased, albeit at a lower rate. In the same period,
energy use per capita increased gradually from 1,030 koe in 1995 to 1,563 koe in 2012.
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Figure 33_Energy Intensity Indicators for Turkey
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According to WB 2011 values, Turkey’s energy intensity of 0.18 koe per unit of GDP is below
the world average of 0.24, but above the OECD average of 0.14 and above the average energy
intensity of the EU Member States (0.11).

Figure 34_Comparison of energy intensity indicators, 2011
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Implementing Energy Efficiency

Implementation of the EE Law and the taking of actions to increase energy efficiency are the
responsibility of the Energy Efficiency Coordination Board (EECB) and GDRE. For that purpose,
secondary legislation has been developed, and projects related to EE have been initiated by
public and private institutions and NGOs.

Power Sector

In the power sector, energy saving can be achieved by decommissioning obsolete equipment,
and replacing it with new high-efficiency equipment, construction and commissioning
of high- and small-capacity power plants, and construction of new substations and power
transmission lines. To achieve this, Turkey has undertaken various activities:

Cogeneration/Trigeneration technology: Cogeneration plants with total cycle efficiency of
more than 80% are supported through entitlements to license exemption within the scope
of the Regulation Regarding Unlicensed Electricity Generation in the Electricity Market. The
regulation also obliges the electricity distribution companies to purchase the electricity
generated by the micro cogeneration units at a certain price, similar to the feed-in tariff
system for RES. This has resulted in emission reductions of 54,375 tonnes of CO, annually as
a result of the cogeneration/trigeneration technologies implemented in 3 shopping malls,
6 hospitals, 3 airports, 7 hotels and 1 university.

Rehabilitation of Public Plants: Efficiency values of the publicly owned thermal and
hydroelectric power plants have been evaluated in order to increase efficiency in energy
production. Upgrades and retrofits initiated in 2005 by EUAS in order to increase efficiency
and production capacity through new technologies are expected to be completed in 2016.
Of these upgrades, 787 projects have been completed by 2012 and 156 are underway
in 4 hydroelectric plants and 16 thermal power plants. These rehabilitation projects will
increase the performance, reliability and lifespan of the plants, and ensure compliance with
the environmental legislation. The expected results include a production increase of 13.9
TWh per year, as well as improved generation processes, replacement of old/inefficient
equipment with new and efficient ones (e.g. compensators, boilers, motor drivers), etc.

Increased utilization of natural gas as auxiliary fuel in thermal power plants: A fuel conversion
project at Ambarli fuel-oil plant, with an installed power of 630 MW, was initiated in 2008.

+ Two units of the plant with installed capacities of 150 MW are being converted from fuel
oil to natural gas.

+ Two new units of 270 MW each, also including a waste heat boiler, will be added.
* Three units of 110 MW will continue to run on fuel oil.
+ As a result, installed capacity of the plant shall be increased to 1,170 MW.

Privatization of the Electricity Distribution Activities: The distribution grid of Turkey has
been divided into 21 regions. The privatization of the electricity distribution activities
should improve the operational efficiencies and reduce the high theft and loss rates in the
distribution grid. For that purpose, target loss rates have been determined for each of the 21
distribution companies, with a penalty and reward mechanism related to the performance
of the companies.

Other activities already performed or planned in the transmission and distribution areas
include thermal cameras for instantaneous failure detection, workforce optimization tools,
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smart meters, power quality monitoring systems, and communication and control systems
(e.g. SCADA, GIS). Smart grid applications have been partly in use in Turkey.

The Energy Efficiency Improvement Program, within the 10th Development Plan of Turkey,
plans to generalize energy recovery, cogeneration and micro-cogeneration systems in
electricity generation. Two targets of this plan have been defined as follows:

Developing projects to make use of the waste heat of the existing coal-fired thermal power
plants in regional heating and agricultural activities

Generalizing electricity generation from waste heat in industry, creating a market for
the sales of waste heat energy, and introducing supportive measures to establish the
cogeneration and micro-cogeneration facilities to generalize these practices

Pilot projects are currently being implemented to recover waste heat from the TPPs. These
projects provide hot water and heating to houses or greenhouses.

The EE Strategy Paper (2012-2023) states in this respect that the total average cycle efficiency
of the coal-fired thermal power plants, including waste heat recovery, should be increased
over 45% by 2023. Moreover, the electrical energy intensity should decrease at least by
20% by 2023, compared to current levels. Research and Development (R&D) activities and
implementation projects are underway to improve efficiency in the power sector, especially in
the field of electricity generation.

Built Environment

Measures on new buildings focus on energy performance requirements. The requirements have
been defined in the By-Law on Energy Performance of Buildings by the Ministry of Environment
and Urbanization (MEU). The Regulation Regarding Energy Performance in Buildings that entered
into force in 2009 stipulates measures, technical criteria and implementation guidelines to bring
a more integrated approach for EE in buildings by setting minimum standards on the energy
performance of new buildings, and of buildings which are subject to major renovation. It also
includes a common methodology for calculating the energy performance of buildings. The
requirements cover energy needs for space and hot water heating, cooling and lighting. Based
on the regulation, all new buildings must have an energy performance certificate (valid for 10
years) indicating their energy performance class, whereas existing buildings will be required to
have that certificate by May 2017. Also, central heating and metering systems are mandatory for
new buildings over a certain size. Individual metering systems must be installed for the existing
buildings having central heating systems as well.

The Energy Performance Certificate (EPC) for buildings is prepared using the BEP-TR system of
MEU. ESCOs, universities and professional chambers authorized by the Ministry train the EPC
experts. These 9,500 experts have approved around 113,000 EPC up to now via the BEP-TR system.

Activities related to sustainable architectural design and green buildings have been gradually
increasing in recent years. There are currently 70 new buildings in the private sector awarded
with green building certificates, such as LEED and BREEAM. Additionally, the Turkish Green
Building Association, which was established in 2007 to contribute to the development of
the construction sector in Turkey, is currently developing a green building certificate system
specific to Turkey. There is no green building practice in public buildings yet. In order to gain
experience, three public buildings (one service building and two school buildings) will be
designed and built as green buildings within the scope of the Project for Increasing EE in
Buildings. This project is implemented by GDRE, with the support of the Global Environment
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Facility (GEF). The EE Strategy Paper expects that the number of environmentally friendly, green
and sustainable buildings will increase in the coming years, also in public buildings.

Other EE activities in buildings mentioned in the Fifth National Communication of Turkey are:

The four-year Project on Increasing EE in Buildings is implemented under the chairmanship
of the GDRE and in coordination with the MEU, Ministry of National Education (MNE). It was
initiated in 2011 and is supported by the GEF. It includes activities such as increasing the
efficiency of legislative practices (primarily the Regulation Regarding Energy Performance
of Buildings), improving legal and institutional infrastructure, and implementing pilot
schemes that aim to introduce integrated building design approaches to the public.

MEU applied in 2014 for a Project on Increasing EE in Buildings within the scope of the
EU Instrument for Pre-Accession Assistance (IPA). The general objective of the project is to
increase EE in Turkey to generate economic gains and make a positive contribution to climate
change and energy security. As a result of this two-year project, the level of EE in new building
designs and existing building rehabilitations will be increased. In addition to the activities on
improvement of legislation and determination of EE criteria for new and existing buildings,
the project also includes training and awareness-raising activities for technical personnel
employed within the provincial organization of the Ministry, municipalities, local architects
and engineers. Also, two existing buildings will be converted into energy-efficient buildings
by MENR. The project is expected to start in 2014 and it is envisaged that this will reduce
energy use by 10% within 5 years following completion of the project.

Industry and Services

In order to effectively provide EE services such as training, audits and consultancy all over the
country, GDRE is entitled to give authorizations to specific entities. Currently, Gazi University,
Osmaniye Korkut Ata University, the Chamber of Mechanical Engineers, the Chamber of
Electrical Engineers, and 32 EE service companies (ESCOs) have received authorization to
provide EE services.

The most relevant activities and projects conducted in the Industry and Services sectors are
described below:

A five-year Project for Increasing EE in Industry started in 2011. This project is being
implemented by GDRE, the Ministry of Science, Industry and Technology (MSIT), the Small
and Medium Enterprises Development Organization (KOSGEB), the Turkish Standards
Institute (TSE), the Technology Development Foundation of Turkey (TTGV), UNDP and
UNIDO. The expected results of the project are higher efficiency of legislative practices, legal
and institutional infrastructures, popularization of energy management and awareness of
EE among the industrial enterprises and consultancy firms, and increase in the number
of energy audits. Furthermore, pilot projects will be started to develop and improve EE
services, and to demonstrate the benefits of energy management and energy efficiency.
The project is expected to be completed in 2015 and has a budget of $35 million.

Energy management is an obligation in buildings and industrial plants above a certain
size in Turkey. Certification programs for energy managers in building and industry sectors
have been organized since 2002 first by GDRE, and later also by authorized institutions
and firms. There are already over 5,500 certified energy managers in Turkey. GDRE also
organizes every year, since 2002, international energy management courses for the Asian,
Balkan and Middle Eastern countries. These courses are based on the ISO 50001 Energy
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Management Standard, which has been adopted as the Turkish standard. According to the
EE Strategy Paper (2012-2023), the I1SO 50001 certificate will become compulsory in 2014
for the companies applying for Voluntary Agreements and EE projects. These companies
will also need to establish an energy management unit. Moreover, each industry subsector
will define an energy intensity reduction rate for the next 10 years. This reduction rate will
be based on saving potentials per subsector, and it must be at least 10% reduction of the
current energy intensity. The investments in EE improvement will be encouraged by MENR.

To monitor the EE activities in the industrial companies, the By-Law on Improving EE for the
Utilization of Energy and Energy Resources obliges to conduct energy audits in all industrial
plants consuming more than 5,000 toe per year, in buildings in the services sector with a total
build area over 20,000 m? or with an annual energy consumption above 500 toe, and in public
buildings with a total construction area over 10,000 m? or with an annual energy consumption
above 250 toe. These audits will need to be renewed every four years. GDRE developed a
database to collect data from industrial enterprises, and from private and public buildings
meeting the above criteria. This data provide statistics per subsector on fuel use, CO, emissions
and energy intensity, and allows comparisons to be made between sectors and regions.

Furthermore, the ENVER Portal has been set up to collect, process and monitor the energy use
of industrial plants and buildings which report annually on energy consumption to GDRE. The
methodology for the definition of EE indicators, the assessment of energy-saving potentials,
and modelling have been developed so as to integrate EE to the forecasting of energy use.

Furthermore, benchmarking studies have been conducted in the cement sector in cooperation
with the Turkish Cement Manufacturers' Association since 2001, and with 100% participation of
all plants since 2009. This study allows plants to compare their specific energy consumption,
to be aware of their performance and to improve their energy efficiency. This study has led
other sectors to start similar benchmarking studies, for instance in iron and steel, textile, and
ceramic sectors. Additionally, both the government and sector associations promote the use
of energy-efficient equipment and processes in all sectors.

Public Sector

As mentioned, green building practices have not been initiated in public buildings yet.
However, there are significant attempts at EE improvements in the public sector. The targets
specified in the EE Strategy Paper (2012-2023) are to decrease the annual energy consumption
in public enterprises by 10% by 2015 and by 20% by 2023 when compared with the 2011 level.
EE improvements in public buildings and other facilities of public enterprises will be realized
through Energy Performance Agreements with consultancy companies. Also, the purchase of
services and commaodities in the public sector should comply with the minimum efficiency
criteria determined by MENR, in particular when replacing vehicles and other equipment that
have fulfilled their economic lives.

Transport

The regulation issued in June 2008 by the Ministry of Transport, Maritime Affairs and
Communication promotes the reduction of the unit fuel consumption and the increase of
the efficiency standards of motor vehicles produced domestically, the development of public
transportation in cities, and the installation of advanced traffic signalling systems. In addition,
the EE Strategy Paper (2012-2023) aims at encouraging vehicles with small-sized engines
and low emission levels, enforcing transportation master plans in cities, and developing and
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promoting seaways and railroads for both public transportation and long-distance mass
transportation instead of highway road transportation. Furthermore, electric vehicles, and use
of biofuels and synthetic fuels in vehicles, will be encouraged by means of tax reductions.

Home Appliances

The EE Law provides limitations on products with inefficient energy use, such as minimum EE
standards for appliances in line with EU legislation. These standards, based on EU regulations
under the Eco-design Directive, became effective in 2010. MSIT has adopted minimum
energy performance standards for electric motors, standby/off mode energy consumption of
electrical and electronic household and office equipment, non-directional household lamps,
fluorescent lamps, external power supplies, simple set-top boxes, household dishwashers,
washing machines, televisions, household refrigerating appliances, glandless standalone
circulators and glandless circulators integrated in products and electric motors.

Mandatory energy labelling of appliances is harmonized with EU Directives. The By-Law on
the Indication by Labelling and Standard Product Information of the Consumption of Energy
and Other Resources by Energy-Related Products was published in the Official Gazette in
2011, in compliance with the 2010/30/EU Directive. Under this regulation, communiqués on
dishwashers, refrigerators, washing machines, tumble driers, televisions, lamps (old versions)
and electric ovens have been published.

The four-year Project on Market Transformation of Energy Efficient Household Appliances was
initiated in 2010 in coordination with MSIT, the White Goods Manufacturers’ Association of
Turkey, and company Arcelik A.S. GDRE is the implementing agency, through the financial
support from GEF. This project will contribute to popularizing the use of energy-efficient
household appliances in Turkey, improving the related legislation, raising awareness in
the public and among producers and retailers of white goods, and accelerating market
transformation.

Some of the activities performed within this project so far are:
communiqués on home appliances and their labelling

workshops on energy-efficient home appliances with public and private sectors, and with
NGOs

training of auditors on eco-design and energy labelling
Other Issues

Awareness Studies

The most important awareness-raising activity is the EE Week which is organized every year
in the second week of January since the beginning of the 1980s. Based on EE Law, the week
includes the national EE forum with national and international experts participating. The 5th
National EE Forum was organized in Istanbul between 8 and 11 January 2014.

EE project contests for Turkish industry and for students have been organized in order to
increase the awareness and encourage the use of energy efficiently, to introduce successful EE
projects and to share experiences and give awards in the EE Week. Each year, in cooperation
with the Ministry of National Education and TUBITAK, painting and composition competitions
among primary school students and project competitions among high school students
on EE are held and they are rewarded during the EE Week. Similarly, competitions on EE
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among industrial enterprises are also organized. Various national and international seminars,
conferences and workshops have been organized, such as the ISO 50001 Energy Management
Standard Workshop and TAIEX Workshop, also mainly under the coordination of GDRE.

Monitoring and Assessment

The project “Development of Monitoring and Evaluation of Energy Efficiency in Turkey” has
been carried out in 2010-2013 by GDRE and NL Agency, with the support of the Government
of the Netherlands. The main objective of the project was to further develop Turkish expertise in
monitoring and evaluation of existing and new energy efficiency measures and programmes.
It addressed all sectors of the Turkish economy (industry, buildings, products, transport),
through a series of workshops and case studies with participation of public and private
organisations involved in promoting energy efficiency in Turkey. Additional pilot activities
included the development of a quick scan for assessing the energy efficiency potential of
individual companies, in order to extrapolate the results to sub-sector level (this scan has been
applied in the test phase in government buildings and in the food sector), and the exchange
of knowhow on energy efficiency measures among companies of the same sub-sector, during
a series of sessions moderated by a sector specialist (this approach has been first introduced in
two “Users' Groups” on water usage and drying processes in the textile industry).

GDRE also plans to develop an information management system based on up-to-date and
reliable databases. This project will enable the definition of performance indicators, allowing
them to set achievable objectives, to monitor results, and to make comparisons over time
and with other countries. The establishment of such a measurement and evaluation system
will enable impact assessments supporting projections and simulations, integrated resource
planning and legislation improvement.

Financing Energy Efficiency

GDRE provides up to 30% investment subsidy for EE improvement projects in industrial
companies. The cost of these projects should be less than 1 million Turkish Liras (TL), and
the payback period should be 5 years or less. Eligible projects include EE improvement of
existing systems, cogeneration, micro cogeneration and RES projects. The subsidy also covers
the service fees of EE consultancy companies. In the period 2012-2013, 67 projects from 25
enterprises have been granted 6.8 million TL in total. In addition, industrial plants signing a
voluntary agreement to reduce their energy intensity by at least 10% within three years can
also receive a grant from GDRE. This grant can be up to 200,000 Turkish Liras, paid at the end of
the agreement. Since 2009, 24 agreements have been made with a total grant of 2.6 million TL,
but there have been only 3 applications for voluntary agreements in 2013.

KOSGEB provides support to SME's, in particular for energy manager trainings, pre-audits,
energy audits and consultancy services for efficiency improvement projects.

Turkey is also working with several international financial institutions to improve access to EE
finance. Turkish private banks have started to offer several credit options for private projects to
improve EE, as described in the Fifth National Communication:

In order to finance RES and EE projects, Turkey has obtained a loan of $600 million, $500
million of which was provided by the World Bank and $100 million by the Clean Technology
Fund as a result of the Loan Agreements signed on 9 June 2009. The loan is provided
under the Repayment Guarantee Provided by Treasury and is being used for RES and EE
investments made by the private sector via the Industrial Development Bank of Turkey
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(TSKB) and the Development Bank of Turkey (TKB). Supplementary financing of $500 million
was obtained from the World Bank for the project as a result of the Loan Agreements signed
on 5 December 2011, and will be provided by TSKB and TKB. By end October 2013, $136.5
million loan to 11 projects (mostly in industry) is disbursed by TKB and $346.3 million loan
to 57 projects of 30 companies is disbursed by TSKB.

IBRD, under the Treasury Guarantee, has provided a financing for a total amount of USD 201
million; (each USD 67 million) to Turkiye Halk Bankasi A.S., Turkiye Vakiflar Bankasi TA.O and
T.C. Ziraat Bankasi A.S,, for the SME (Small and Medium Enterprises) Energy Efficiency Project
which is designed to support energy efficiency investments by the SMEs in Turkey. The
agreements pertaining to the said financing have been signed on May 6, 2013. The Project
also includes a USD 3.64 million Grant from the Global Environment Facility to the Ministry
of Energy and Natural Resources and to three intermediary banks to provide technical
assistance services regarding energy efficiency investments by SMEs.

Turkey is also benefiting from Clean Technology Fund (CTF) loans and Global Environment
Facility (GEF) grants to promote emerging renewable technologies and to deploy energy
efficiency investments. Turkey’s CTF Investment Plan, envisaging a two Stage financing
program for a total of 400 million Dollars, is designed to blend CTF concessional financing
with World Bank Group and EBRD lending and Turkey's own resources to promote clean
energy investments.

Private sector investments for RES and EE have also been supported by the European
Investment Bank (EIB), the European Bank for Reconstruction and Development (EBRD),
German Development Bank Group (KfW Group), the French Development Agency (AFD)
and the Islamic Development Bank Group (IDB Group).

RES and EE projects are also supported by several other sources, such as TTGV and the UNDP
GEF Small Grants Program. Also, Turkey is among the countries supported by the World Bank
program Partnership for Market Readiness. This program ensures that developing countries
and rising economic powers benefit from flexibility mechanisms that are within the scope
of the UNFCCC climate change regime.

Turkey Sustainable Energy Financing Facility (TurSEFF): TurSEFF is a framework operation with
up to $265 million credit lines to be provided by EBRD to eligible commercial banks for on-
lending to private sector borrowers for energy efficiency and small-scale renewable energy
investments. The framework also provides free technical assistance by teams of local and
international experts to the borrowing companies on their EE and RES projects. In addition,
TurSEFF has standardized tools for calculations, and checklists and eligible equipment and
supplier lists are available to borrowers to easily implement the projects. Within the framework,
100% of the projects’amounts can be financed by at most $5 million loans, where specific KPIs
are determined for EE and RES projects based on the size of the investment. During the period
2010-2012, TurSEFF has disbursed $264 million to 374 projects in total, $177 million of which
is for EE and $87 million is for RES projects.

Organization of Energy Efficiency Activities

InTurkey the studies on EE and increasing usage of RES in the end-use sector have been carried
out by GDRE. Its EE activities focus on training, audits, authorization of universities, chambers
of engineers and EE consultancy companies, support of EE projects, voluntary agreements,
increasing awareness, statistics, modelling, survey, monitoring, project development and
management, and development of strategies and legislation. These activities are carried
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out by the Energy Efficiency Department within GDRE. This department had a staff of 61 (42
engineers, 4 technicians, and 15 administrative staff) and a budget of 7.62 million TL in 2013,

An important multi-stakeholder body about EE is the Energy Efficiency Coordination Board
(ECCB), which was established in 2007 by the EE Law. Detailed information about EECB is
provided in the following parts of the report.

Ministry of Energy and Natural Resources

MENR functions as the central executive body responsible for the formulation of national
policy related to the industry and energy sectors.

GDRE is a governmental agency under MENR, which was established in 2011 as a follow-up of
the General Directorate of Electrical Power Resources Survey and Development Administration
(EIE). It is the principal regulatory institution in the sphere of alternative and RES and it is tasked
with:

assessment of RES such as hydro, wind, solar, geothermal and biomass in Turkey
increasing awareness about the EE in industry and buildings
monitoring and auditing of the EE projects and the R&D projects approved by EECB

monitoring and assessment of developments in the areas of RES and EE, setting targets and
priorities relevant to those subject in accordance with the country’s needs and performing
studies accordingly

developing projections and recommendations for assessment of RES and increasing EE

Energy Efficiency Coordination Board

ECCB was set up in 2007 by the EE Law. It prepares national EE strategies, plans and programs,
monitors their establishment and implementation, and assesses their effectiveness. It also
guides the EE activities performed by GDRE. EECB includes senior members from the following
bodies: MENR, Ministry of Finance, Ministry of Transport, Maritime Affairs and Communication,
MSIT, Ministry of Internal Affairs, MEU, Ministry of National Education, Ministry of Development,
Turkish Treasury, Energy Market Regulatory Authority (EMRA), Turkish Standards Institution,
Scientific and Technological Research Council of Turkey (TUBITAK), Union of Chambers of
Turkish Engineers and Architects, Union of Municipalities of Turkey, and Union of Chambers
and Commodity Exchanges of Turkey.

The duties, tasks and responsibilities of the EECB are:

Prepare national EE strategies, plans and programs, assess their effectiveness, and coordinate
their revision and the establishment and implementation of new measures where necessary

Provide guidance on the EE activities performed by the General Directorate, and approve
the authorization certificates issued by the GDRE to professional chambers and universities
for spreading EE services

Approve and monitor the applications prepared by industrial enterprises or firms hired by
such enterprises, as well as the voluntary agreements signed, and monitor the results of
implementation

Establish temporary specialized committees with the participation of related public
agencies, universities, private sector, enterprises and non-governmental organizations,
whose expenditures will be funded from the budget of GDRE
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Set the agenda and determine the participants of the consultative board meetings to
be organized by GDRE in November every year with the participation of authorized
agencies, firms, professional organizations having public legal entity status as well as non-
governmental organizations, and approve the meeting's concluding assessments and
proposals for measures

Determine and publish the authorization certificate and energy manager certificate fees in
January every year

Non-governmental Organisations and Resources

Together with the direct government promotion and implementation of EE measures, non-
government organizations play an important role. Some of the most important NGOs in
Turkey are described below:

Energy Efficiency Association (ENVER)

The Energy Efficiency Association (ENVER) is an independent national NGO of Turkey working
to create awareness in people, helping them to use energy efficiently and productively,
continually conduct scientific research and increase public knowledge by sharing findings with
public enterprises and citizens. To achieve these goals, the Association organizes campaigns,
promotions and activities in order to create awareness in the public about EE. The projects
of ENVER include the “Energy Lady’, which aims at teaching the women in the provinces to
use energy efficiently primarily at home, and the “Web Conference on EE" The Association
partners with the UN Industrial Development Organization (UNIDO) and European Council for
an Energy Efficient Economy (ECEEE).

Association of Energy Management (EYODER)

EYODER is an NOGO, established in 2010, with the purpose of gathering the Energy Managers
working freelance, in the public or the private sector under one roof with the employees
and partners of EE Consultancy Firms. Among the duties of EE Consultancy Firms (ESCOs)
are to provide energy management services and energy management trainings, implement
EE improvement projects, and label existing buildings. There were 31 authorized ESCOs in
October 2013, 16 of which are EYODER members. EYODER continues to implement EE studies
on various public buildings in coordination with GDRE and MEU, and approximately 200
energy audits have been completed so far, including hospitals and office buildings.

Turkish Cogeneration and Clean Energy Technologies Association (TURKOTED)

TURKOTED was established in 1998 to introduce and promote the cogeneration technology
in Turkey. The Association works to monitor and collect statistical data on the cogeneration
sector in Turkey and determine technical and legal problems regarding cogeneration, and
provide solutions to the related public institutions. They organize various meetings and
conferences to promote the cogeneration technology and collaborate with governmental and
non-governmental bodies such as MENR, MEU, TUBITAK and universities. These collaborations
contributed to secondary legislation studies on cogeneration and clean technology in Turkey,
and higher and lower efficiency definitions in the power sector.

Other NGOs

The Turkish Energy Efficiency Assembly (Tevem) is a civil organization established to support
the construction of EE policies in Turkey, to establish social awareness of developments
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and innovations related to the productive usage of energy and to create social negotiation
and cooperation. Among the founders of the association are MENR, Union of Chambers
and Commodity Exchanges of Turkey (TOBB), Turkish Exporters' Assembly, Independent
Industrialists and Businessmen's Association (MUSIAD), Turkish Industry and Business
Association (TUSIAD), International Competitiveness Research Institute, Turkish Confederation
of Businessmen and Industrialists, ENVER, Anatolian Lions Businessmen's Association, Young
Businessmen Confederation of Turkey, Association of Local and Regional Televisions, Economic
Journalists Association, Architects & Engineers Group, World Energy Council Turkish National
Committee (DEKTMK), which were later joined by KOSGEB, Istanbul Chamber of Commerce,
and Business World Foundation.

KOSGEB subsidises services on energy audits and energy management training support to
SMEs by giving grants to EE improvement, energy counselling and management training
projects. Up to now, 70 projects related to Energy Efficiency have been supported by KOSGEB
and 11 companies have benefited from the KOSGEB grant as most of the SMEs do not see the
cost advantage of EE investments and are not informed about this area. The plan is to initiate
pilot projects in selected enterprises to implement EE improvement practices and increase
awareness among the SMEs.

TTGVis another NGO that gives support and grants to several technological and environmental
development activities, including energy efficiency. According to the most recent data, TTGV
has granted 14 EE projects of SMEs and large companies on EE with a total of about $5.4
million.

International Collaborations

National, international and regional collaborations in the field of EE and projects and activities
are taking place in cooperation with the UN, World Bank, JICA, BSEC, ECO and also bilateral
cooperation with the Netherlands and the USA. In January 2012, the 50th European Energy
Network (EnR) eventalso took place inIstanbul, Turkey. International projectsinclude aTwinning
Project to increase EE in Turkey, in coordination with ADEME (France) and SenterNovem (the
Netherlands) between 2005 and 2007, and a number of projects to increase EE in the industry
sector during the 1980s and 1990s, in coordination with the World Bank and JICA from Japan.
JICA also supported the Energy Savings in Turkey project in 2000-2005 by providing technical
equipment and training the EE personnel in Turkey. In addition, projects for promoting and
improving EE are underway with the support of international organizations and governments.
Among them are:

Projects supported by UNDP and GEF:
Project on Market Transformation of Energy Efficient Household Appliances
Project on Promoting Energy Efficiency in Buildings
Project on Improving Energy Efficiency in Industry
Bilateral Collaborations:
The Netherlands (Project on Improving EE Monitoring and Evaluation)
Japan (Third Country Training Program since 2002)
USA (Near Zero Zone Project)
AFD — KOSGEB Energy Efficiency in the SMEs Project
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Overview

Since 2005, Turkey'’s leadership has taken steps to change the status quo and the government
has recently started paying greater attention to developing RES. This is reflected by the Law
on Utilization of RES for the Purpose of Generating Electrical Energy (2005), Turkey'’s accession
to the International Renewable Energy Agency (IRENA) in June 2009, and the adoption of the
MENR Strategic Plan (2010-2014).

While traditional energy sources such as coal, hydro and natural gas have historically been the
main energy sources used in power generation in Turkey, the Turkish RES market has been
emerging gradually since the adoption of the RES Law in 2005. The installed capacity of RES in
Turkey as of the end of January 2014 amounts to 239.6 MW waste, 310.8 MW geothermal, 2,815
MW wind, 6,256 MW hydro from rivers, and 16,237 MW hydro from reservoirs. The following
table shows how RES compares to other generation technologies in Turkey.

Table 5_Installed capacity and generation of RES in Turkey, end October 2013'

Installed Capacity (MW) Generation (GWh) Capacity factor

Non-RES technology:

Fuel oil, asphaltite, naphtha 1338.3 3154.6 32.31%
Coal, lignite 13103.6 49691.9 51.98%
Natural gas, LNG 22594.9 87524.2 53.09%
Dam hydro 16027.0 37176.9 31.79%
Sum 53063.8 177547.6 45.86%
RES technology:

Run-off-the-river hydro 5696.6 13103.9 31.53%
Wind 2688.8 6304.9 32.14%
Geothermal 310.8 968.3 42.70%
Biogas and waste 224.0 3727 44.80%
Sum 8920.3 20749.7 31.88%

Note: the generation for biogas and waste is not specified in the TEIAS statistics and the capacity factor for 2011 is used instead.

Source_TEIAS, 2013

Based on publicly available data released by EMRA in February 2014, 273 RES generation licenses
(234 wind, 20 geothermal and 19 biogas) are under construction representing an aggregate
capacity of 8,174 MW. There are also a significant number of license applications pending at
EMRA, mostly for wind, pointing to potential for continued expansion.In 2011, EMRA completed
tenders for multiple applications for wind power with a total available transformer capacity of
78 GW from the pool of 751 applications which has been pending since 1 November 2007.
TEIAS identified 5,500 MW of installed capacity from those applications to be connectable to
transmission and distribution grids, subdivided into 1,378 MW single and 4,122 MW multiple
wind license applications. These tenders increase the total licensed wind capacity to 7,760
MW. Hatay, Canakkale, Balikesir and Izmir are the provinces with most applications, due to their

" According to Turkish Cogeneration & Clean Energy Technologies Association (TURKOTED), Turkey's cogeneration installed capacity is 8.3 GW (all natural
gas plants) and it is used mostly to provide steam for industry. Most of the cogeneration power plants have an efficiency over 70% and are operational for
over 8,000 hours/year.
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favourable wind conditions. In February 2012, EMRA published an official statement about
wind power generation licenses. According to that statement, applicants have to perform
measurements on the facility site for at least one year before being eligible to construct their
generation facility.

However, many of the existing licenses pertain to plants that are under construction or facilities
which have not started their operations yet. Also, financing has not been guaranteed for most
of the licenses. As a consequence, the RES market is expected to remain relatively unsaturated
in the medium term.

RES potential
According to GDRE, the country’s potential for different RES is as follows:

Wind has an estimated economic potential of 48-50 GW (around 38 GW for onshore and
10 GW for offshore installation), based on the wind atlas prepared by GDRE. Currently, total
licensed wind capacity is 9,690 MW, all of which have been granted their licenses between
2002 and 2013.The target is to achieve an installed capacity of 20 GW by 2023.

The Turkey Solar Energy Potential Atlas (GEPA) identified a potential of 380 TWh (35 Mtoe)
on an average annual total sunshine duration of 2,640 hours (daily total is 7.2 hours), and an
average total radiation of 1,500 kWh/mz/year (daily total is 4.1 kWh/m?). There is at present
no solar PV in Turkey. Applications for solar PV systems competing for a total capacity of
600 MW have been received in June 2013, which can benefit from the feed-in tariff of 133
USD/MWh. In total, 492 applications with a total capacity of 8,900 MW of solar PV (except
one application for thermal) have been received and these are currently being evaluated
by EMRA. It is planned that the licensing process will be finalized in the first quarter of
2014. In addition, as of the end of October 2013, a total of 541 applications are pending for
unlicensed generation.

There is a biomass potential from 4.8 million tonnes of biomass from forests, and over 15.3
million tonnes of agricultural waste having a total calorific value of 303 PJ. In total, the
biomass potential of Turkey is 8.7 Mtoe. Under a conservative scenario this could support
600 MW of installed capacity.

There is 31,500 MW of geothermal potential for heating purposes. GDRE estimates the
economic potential of geothermal for power generation at 2,000 MW, of which 311 MW
was already in operation by the end of October 2013. There are 27 projects licensed with a
total capacity of approximately 656 MW, of which 11 are partially or fully operational. At the
end of 2010, 17 out of 190 geothermal fields have a potential that is suitable for electricity
generation.

The theoretical potential of hydro is 433 TWh/year and the technically feasible potential
is 216 TWh/year. There is an economically feasible potential of 160 TWh/year for reservoir-
type hydroelectricity, of which 41.9TWh was generated in 2012. Run-off-the-river hydro has
an economic potential of 38 TWh/year, of which 12.5 TWh was generated in 2012. In total,
Turkey has 16% of the economic hydro potential of Europe.

A set of estimates of achievable potential is set out below (blue numbers are calculated):
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Table 6_RES potential in Turkey

Source Generation (TWh) Capacity (GW) Assumed capacity factor
Hydro energy 160 52 35%
Run-off-the-river hydro 38 14 30%
Wind energy 126 48 30%
Solar energy 380 217 20%
Bioenergy 4 0.6 70%
Geothermal (power) 12 2 70%
Total power generation 720 332

Geothermal (thermal) 193 315 70%

Source_MENR and GDRE, 2013

RES strategy

In the MENR Strategic Plan (2010-2014) and Electricity Energy Market and Supply Security
Strategy Paperissued in 2009, the primary target is to increase the share of domestic resources.
Accordingly, measures are being taken to promote the use of indigenous resources, with the
following targets for development of RES by 2023, the centenary of the establishment of the
Turkish Republic:

At least 30% share of RES in electricity generation will be reached

The wind plant installed capacity will reach up to 20,000 MW by 2023

The installed capacity for the geothermal power plants will reach up to 600 MW by 2023
Technically and economically feasible hydroelectric potential will be put into use

The use of solar energy in electricity generation will be commenced

The share of RES in electricity production was 27.3% in 2012, about 89% of which (24.2% of the
total generation) came from hydropower (including large reservoirs), and the share of RES in all
energy consumption was 6.7% in 2011. Realization of the 2023 targets will require strengthening
of the regulatory framework by enacting and enforcing laws that promote RES projects other
than hydro. The utilization of RES in Turkey remained limited to hydropower until today, although
there is a vast potential in solar, wind, biomass and geothermal energy too.

Concerning barriers to RES deployment, Turkey is experiencing similar barriers to those
observed in other countries. The RES development is still far away from reaching its economic
potential, even though the situation in Turkey is unique and in some aspects favourable for
RES development:

The RES Law is in place, providing feed-in tariffs to RES producers (for 10 years):
+ 73 $/MWh for hydro and wind

+ 105 $/MWh for geothermal electricity

+ 133 $/MWh for solar and biomass/waste electricity

* Moreover, if local content is added to the project an additional 23-92 $/MWh could be
earned (for 5 years) per project
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There is a spot market which can function as an alternative sales point for RES generators.
It is generally preferred by wind and sometimes by hydro generators. The average spot
market price has been around 85 $/MWh over the last three years.

- However, due to multiple applications and constraints in the network, tenders to obtain a
connection permission have been organised, where RES project developers agreed to pay
amounts up to 30-40 $/MWh generated electricity back to the Turkish government.?

The banking system in Turkey has built up considerable experience with financing RES
projects, even though a number of projects have benefited from subsidised financing
arrangements. This is especially the case for run-of-the-river hydro projects.

Moreover, Turkey has become 2nd in Europe and 4th in the world in the production of
domestic solar hot water heating installations, with an installed capacity of 10.2 GWh in 2011.

The situation with unlicensed RES generation applications is less favourable by the end of
2013, where out of 1,120 projects, only 444 projects have been rejected and the remaining
676 projects have been found appropriate by TEDAS for further observation (by the end of
2013, 18 projects have been realized). Here various administrative barriers have discouraged
developers, leading to the low success rate at present.

The grid is often a barrier towards RES development. In Turkey, the grid limitations and the
high number of applications have led to some bottlenecks which add costs to RES project
development. Without these additional costs, RES developmentin Turkey could be accelerated.

The following figure presents the total generation of RES expressed in ktoe.

Figure 35_RES in primary energy supply
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2 See for instance: http://www.tureb.com.tr/attachments/article/151/TEIAS%20\arismalari%20Sonuc%20Raporu.pdf
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Hydropower

Hydro is the main RES contributing to energy supply in Turkey. It accounted for 24% of
electricity generation in 2012. Turkey had 20,438 MW of installed hydropower capacity in June
2013. The largest hydroelectric power plant has 2,405 MW installed capacity and is situated
on the Euphrates River in Sanliurfa (Atatirk Dam and HPP). Furthermore, there are presently
five hydroelectric power plants with a total installed capacity of 6,396 MW, three of which are
the largest dams of Turkey, namely Atatirk, Karakaya and Keban. Water resources of Turkey
are located in all seven geographical regions. There were 72 reservoir-type HPPs amounting
to 16,027 MW and 374 run-off-the-river type HPPs amounting to 5,697 MW in October 2013.

There is considerable potential for RES in Turkey and hydro is the most developed among
them. According to studies by DSI, hydro reservoir is estimated to have an economic potential
of 160 TWh/year, of which 41.9 TWh was generated in 2012, whereas river-type hydro has an
economic potential of 38 TWh/year of which 12.5 TWh was generated in 2012 (GDRE estimates
the total hydro potential of Turkey as 160 TWh). In total, Turkey has 16% of Europe’s economic
hydro potential.

The construction of hydropower plants plays an important role in solving issues of national
importance such as flood control, clean production of electricity and the creation of new
irrigation systems. As of July 2013, a total of 521 HPP are under construction with a total
installed capacity of over 12,500 MW (based on EMRA data).

Wind Power

Although there has been little implementation of wind energy in Turkey, interest has been
growing. Its use has great prospects in most regions of Turkey. Calculations from governmental
institutions suggest that wind has an estimated economic potential of around 38 GW for
onshore and about 10 GW for offshore installation, based on the wind atlas as prepared by
GDRE. The “Electricity Energy Market and Supply Security Strategy Paper” of 2009 aims at
attaining a 30% share of RES generation (including dam hydro) in total national electricity
generation by 2023, with an expected installed capacity of 20 GW wind power. According to
TEIAS, there were 74 WPPs installed with an installed capacity of 2,815 MW in January 2014.

Most windy areas of Turkey are the Aegean Sea coast areas, the northern and western parts
of the Marmara Sea coast (including the Thrace region), and some southern and inner parts
of Anatolia. The average annual wind speed reaches 8-9 m/s in Canakkale (especially in the
Gallipoli Peninsula). Other regions with high average wind speeds are northern Izmir, western
Balikesir, and the Hatay province.
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Figure 36_Wind Energy Potential Map of Turkey
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Solar Energy

The climatic conditions and geographical location of Turkey provide numerous opportunities
for increasing the production of electricity and heat using solar energy. For example, the
average global solar radiation is estimated at 1,500 kWh/m? per year (4.1 kWh/m? per day)
in Turkey and the total annual sunshine duration is 2,640 hours (daily average of 7.2 hours).
Although the solar energy potential using Concentrated Solar Power (CSP) technologies across
the entire country is very high (380 TWh), no large-scale solar power installation exists. As of
2010, the amount of solar collectors installed in Turkey is around 12 million m? with a technical
solar energy potential of 76 toe, and annual generation volume is 750,000 m?. However, there
is at present no solar PV in Turkey and there is also no estimate of its economic potential. The
potential for solar PV development is expected to be large in Turkey, a country with over 2,600
sunshine hours per year, but development is slow due to low incentives. MENR envisioned
that applications for solar PV systems with a total capacity of 600 MW will be reached by the
end of 2013, which can benefit from the feed-in tariff of 133 $/MWAh. Activities have been
initiated to establish a 10-15 MW solar power plant at the Birecik Hydroelectric Power Plant site
(377,000 m2) as a pilot. However, according to the regulation entered into force in 2010, the
total capacity of solar farms cannot exceed 600 MW until 31 December 2013, and each solar
energy project cannot exceed 50 MW.

Solar energy is widely used in Turkey for water heating, greenhouse heating and for drying
agricultural products. Solar collectors are available in 3-3.5 million residences in Turkey,
primarily in the Mediterranean, Aegean and Southeast Anatolian regions.
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Figure 37_Solar energy potential map of Turkey
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Biomass

The rapid development of industry, agriculture and social services in Turkey opens new
possibilities for energy production from biomass. The country has combustible industrial
waste, forestry and waste from wood processing, agricultural products and organic wastes,
domestic and municipal waste, and waste from areas polluted by oil and petroleum products,
which can be used for energy production. In total, Turkey’s waste potential is about 8.6 billion
toe. The current energy use of biomass (6 Mtoe) is mainly for heating purposes.

According to the latest available data of 2008, there were in total 2,000 small-scale and 50
large-scale unorganized waste disposal areas, 32 organized landfills, and 4 composting plants
in Turkey.

When compared to the world and the EU levels, the biodiesel production in Turkey is very
limited. Biodiesel can be used as a fuel in the transportation sector in most of the country
(except for the very cold regions), and also in housing and industry instead of fuel oil. However,
there were only 34 licensed biodiesel production facilities in 2012. Due to the 0.91 TL/I Special
Consumption Tax charged for biodiesel since February 2011, most of the producers have
cancelled their licenses or stopped production, and only one facility continued producing
(20,000 tonnes/year). According to EMRA, the total capacity of the licensed biodiesel producers
is over 560,000 tonnes.

There were only three firms producing bioethanolin 2011. According to MENR, the total installed
capacity of the bioethanol facilities is 160,000 tonnes. A legislation issued in September 2011
prescribes that the ethanol content of gasoline used as fuel should be at least 2% as of January
1,2013, and at least 3% as of January 1,2014.

Turkey's biogas potential based on animal waste is estimated to be 1.5-2 Mtoe. In October
2013, there were 38 installations of mainly landfill gas to electricity technology, with an
installed capacity of 224 MW.
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Figure 38_Biomass energy potential map of Turkey
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Geothermal Power

The territory of Turkey is rich in thermal waters. The geothermal potential for heating purposes is
estimated to be 31,500 MW, of which 4,809 MW has been made available by MTA as of the end
of 2012. Most of this geothermal potential (77.9%) is located in the Western Anatolian region and
55% of the geothermal areas in Turkey are suitable for heating practices. Moreover, it is estimated
that about 2,000 MW of the economic geothermal potential is suitable for electricity generation
while 635 MW of this amount has been proved until the end of 2012. At the end of 2010, 17
out of 190 geothermal fields have a potential suitable for electricity generation. There were 13
geothermal power plants with a total installed capacity of 311 MW by January 2014.

Geothermal energy is directly used for central heating systems, greenhouse heating and thermal
tourism purposes (e.g. 805 MW is used for house heating and 2,506 MW for greenhouse heating).

Figure 39_Geothermal energy potential map of Turkey
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RES Implementation

As explained above, RES development has mainly focused on hydro and also wind, whereas
biomass and geothermal are also gradually developing. Solar PV is still not developed
at all. There is a long list of projects under construction. The situation in January 2014 is as
summarised in the table below.

Since 2005, except for hydro power plants, very few activities involving RES have been
implemented in Turkey, but there are some important projects in the pipeline for the period
2013-2014:

Table 7_RES Projects under construction in Turkey

Technology Number of projects Licensed capacity (MW)

Large reservoir hydro 52 6,649
Run-of-river hydro 508 6,055
Wind 214 7,197
Geothermal 16 409
Landfill gas to power and waste heat 24 218
Total 814 20,528

Source_EMRA, January 2013

In order to maximize the utilization of the country’s wind energy potential and to make sure
that additional RES will be connected to the transmission and distribution systems without
any problem, studies on a hybrid project consisting of a pumped-storage hydropower plant
and wind power plant have been initiated by GDRE, in the Yahyali district of Kayseri. The reason
behind the decision of establishment of such a system is that 28,000 MW of the total 48,000
MW wind energy potential of Turkey seems impractical to connect to the network, due to
system stability issues (the initial 20,000 MW is aimed to be embedded into the network by
2023). In general, energy generated from WPPs shows higher fluctuations within short time
intervals. The purpose of the hybrid project is to guarantee that a fixed amount of energy
is supplied to the network within a specified time period by compensating the imbalances
between the power supplied by the WPPs and the guaranteed amount with the help of the
pumped-storage HPP's reservoirs. However, these projects are difficult to implement as wind
potential is mostly in the western parts of the country while hydro is mainly generated in the
north and east. Parties associated to the project are GDRE, EUAS and TUBITAK MAM Energy
Institute.

With the project called Wind Power Monitoring and Forecast Center (RITM), all wind power
plants are aimed to be connected to the Center. By end of 2013, 20 WPPs were connected to
RITM. Currently, total installed capacity of the WPPs connected to the Center is 1038.1 MW.
In the next months, it is targeted that a total of 24 WPPs connect to the system and then be
extended countrywide. The project is executed by GDRE with cooperation of TUBITAK MAM
Energy Institute. In 2012, a budget of 3.2 million TL has been reserved for the project, 1.3
million TL of which is used. The project will be completed by April of 2014.

In addition, in the first half of 2013, investment projects for 100 energy power plants have been
accepted by GDRE, 79 of which are based on RES. The total installed capacity planned in these
RES projects is 1,105 MW, which corresponds to 36% of total energy investments. It should be
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noted that 50 of these investments are hydro with a total capacity of over 827 MW, while 22
wind power plants represent 244 MW installed capacity. The remaining RES investments are in
biomass and waste power plants.

Policy Framework and Regulations

As part of its bid for EU membership and as a result of its rapidly growing energy demand,
Turkey introduced the RES Law in 2005. Since then, a number of RES regulations to supplement
that law have been adopted.

Pursuant to the RES Law,? the following resources currently qualify as RES:
Wind

- Solar
Geothermal

-+ Biomass
Biogas

- Wave, current and tidal energy resources (not present in Turkey)

Hydropower resources of either canal or run-off-the-river type, or with a reservoir area of
less than 15 km2

Regulations are not yet tailored to each energy resource individually. As the Turkish RES market
develops, it is expected that specific requlations accommodating the characteristics of each
generation segment will be introduced.

The RES Law provides a purchase guarantee coupled with a guaranteed feed-in tariff for the
benefit of all RES certified producers that commence their operations before 31 December
2020.

The benefit of the guarantees, which are granted through the RES certificates, is for a 10-year
period. However, each RES certificate has a term of one year and must be renewed annually.

Under the RES Law, each retail licensee must source a portion of its electricity from RES certified
producers. The magnitude of the purchase obligation for each retail licensee for any given year
is determined based on the ratio of such retail licensees’ total sales in the previous calendar
year to the total amount of electricity sold in Turkey in that year. The purchase guarantee is
intended to encourage investment in the RES sector by providing a guaranteed and relatively
predictable minimum cash flow stream over the first 10 years of the operational life of the
investment. This would substantially reduce the market risk of the investment, and therefore
the cost of credit. The By-Law on Certification & Support of Renewable Energy Sources, which
defines the methodology and processes to exercise this purchase guarantee, was issued by
EMRA in October 2013. Currently, non-compliance of RES purchase (Article 16 of the Electricity
Market Law, which describes penalties to be implied) results in financial penalties with a
possibility of revocation of license. Also, electricity generation activities on a facility with at
most 1 MW installed capacity can be performed without having a license.

The legislation grants various additional incentives to RES project developers, including,
among others:

> Asamended by Law No. 6094 on December 29, 2010
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An option to make use of forested land and state-owned land to construct a RES plant and
transmission and/or distribution lines connecting to the grid, at a discount of 85% of the
land use fees during the first 10 years of the investment and/or operation period, provided
that such a plant starts its operations before the end of 2015

- A 90% reduction in the pre-license and license application fees

Exemption from annual license fee payments for the first 8 years following the facility

completion date

- Priority in connecting to the transmission or distribution grid

Table 8_License Fees as of 2013 (TL)

Plant size Fee

Pre-License/License Application Fee 0<P<10MW 5,000
10<P<25MW 10,000
25 <P <50 MW 15,000
50 <P <100 MW 25,000
100 < P < 250 MW 50,000
250 < P < 500 MW 100,000
500 < P < 1000 MW 150,000
P> 1000 MW 250,000

Annual Fee 0.02 TL per MWh generation

License Renewal 50% of the License Fee

Source_EMRA

From a practical standpoint, a RES producer would only resort to the (guaranteed) feed-in
price if and when the feed-in price is higher than the price at which it can sell its output
through bilateral contracts, or at the market (which is driven by the relative forces of supply

and demand).




Environmental Policy Related to Energy
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Background

Therapid developmentofall spheres of economics and human activity hasled toanincreasingly
negative impact on the environment, including the inefficient usage of natural resources.
Turkey is interested in finding solutions to the problems regarding environmental protection
and rational use of natural resources. In support of Turkey’s environmental protection goals, a
number of important laws, legal documents and state programs have been developed and
approved in order to improve the ecological situation in the country.

The country’s main environmental problems are waste water pollution, including trans-
boundary pollution; emission of harmful substances and greenhouse gases from industrial
plants and vehicles; improper disposal of solid municipal and industrial wastes, including
hazardous wastes; depletion of biodiversity; and decline in forest resources and fauna. As Turkey
improves its economic performance, integrating environmental concerns into sector policies
remains a key challenge for the future in order to mitigate negative environmental impacts
from high-impact economic sectors, including fuel combustion industries, transportation, and
buildings and services. As most energy in Turkey is generated from burning hydrocarbons,
a reduction in emissions might be possible through gains in efficiency, energy saving, and
the use of alternative energy sources in addition to gas and coal which have been the main
sources in the power sector for a long time.

The Turkish Government pursues a policy aimed at mitigating the consequences of climate
change. Its efforts include the adoption of the Climate Change Action Plan and the Climate
Change Adaptation Strategy, as well as the Kyoto Protocol within the framework of the United
Nations Framework Convention on Climate Change ratified in 2009, after becoming a party
of UNFCCC in 2004. Its Climate Change Programme (CCP) focuses on the following areas:
greenhouse gas (GHG) emission and removal inventory, climate change impact, vulnerability
and adaptation, GHG mitigation, and carbon financing. The “fifth” national communication
on climate change was submitted to the UNFCCC in 2013. This is the second national
communication, with the first submitted to the UNFCCC in 2007.

Environmental protection has improved in recent years. First of all, the areas of forests increased
from 27.2% to 27.6% from 2004 to 2012. In addition, 4.1% of the forests are protected, which
corresponds to 1.1% of the country area, whereas the total share of all protected areas is 8.36%.

Administrative Structure

MEU was established on 29 June 2011 according to Decree #644 of the President of the Republic
of Turkey. It was previously under two separate bodies, namely the Ministry of Public Works and
Settlement and the Ministry of Environment and Forestry. MEU is now the central executive body
with environment-related responsibilities for formulating and implementing environmental
policy, developing environmental protection measures, screening projects for potential adverse
environmental impacts, formulating and implementing global climate change policy, monitoring
implementation of environmental legislation and imposing sanctions, and administering a
pollution permit system. The Climate Change and Air Management Department under General
Directorate of Environmental Management within MEU is a focal point of climate change of
Turkey, dealing with climate change-related international obligations, including greenhouse
gases (GHG) inventory, ozone layer protection and preparing national communications for the
United Nations Framework Convention on Climate Change (UNFCCQ). In terms of their legal and
political mandate and their capacity, environmental institutions in Turkey have become stronger
than they were a decade ago with the establishment of MEU.
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As the national focal point of climate change issues in Turkey, the Ministry of Environment
and Urbanization carries out the coordination role on all the fields related to climate change.
Besides this, before becoming a party to the UNFCCC, an institutional structuring took place in
Turkey and, with the Prime Ministerial Circular No. 2001/2, the Coordination Board on Climate
Change (CBCC) was established. After being restructured in 2013, the CBCC was renamed
as the Coordination Board on Climate Change and Air Management, members of which are
denoted below:

— Ministry of Environment and Urbanization (Coordinator)

- Ministry of European Union

— Ministry of Science, Industry and Technology

- Ministry of Foreign Affairs

- Ministry of Economy

- Ministry of Energy and Natural Resources

— Ministry of Food, Agriculture and Livestock

— Ministry of Internal Affairs

— Ministry of Development

— Ministry of Finance

— Ministry of National Education

— Ministry of Forestry and Water Works

- Ministry of Health

— Ministry of Transportation, Maritime Affairs and Communication
— Undersecretariat of Treasury

— Turkish Union of Chambers and Commodity Exchanges (TOBB)
— Turkish Industry and Business Association (TUSIAD)

- Independent Industrialists’and Businessmen’s Association (MUSIAD)

Policy

Turkey's National Environmental Action Plan (NEAP), published in 1998, marked the nation’s
first major strategic effort to promote environmental protection. The NEAP identified key
environmental threats including severe pollution from industrial sources, overfishing,
deteriorating water quality, agricultural lands damaged by pollution, salinization, desertification,
erosion and deteriorating irrigation systems, loss of biodiversity, loss of forest cover and poor
coastal zone management.

After joining the UNFCCC, the First National Communication was published in January
2007. After that, the second, third and fourth communications have been skipped and the
Fifth National Communication under UNFCCC was issued in June 2013. The Communication
includes the policies and principles of the Turkish government regarding climate change, GHG
emissions, the carbon market, impacts and contributions of main sectors in Turkey to these
topics (including energy), and actions and strategies taken and adopted by the government.

Following the First National Coommunication, within the framework of protecting global climate
and sustainable development, the National Climate Change Strategy Document, approved by
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the Higher Planning Council Decision dated May 03, 2010 and numbered 2010/8, has been
issued. This document identifies the priority activities to be carried out in sectors for mitigating
climate change, as well as urgent measures for adapting to climate change. Based on the
National Strategy, Turkey’s Climate Change Action Plan (2011), indicating the short-, medium-
and long-term objectives for the main sectors contributing to climate change in order to adapt
to and mitigate climate change, has been published. According to the Strategy Document and
the Action Plan, the country’s goals regarding climate change are:

- to integrate policies and measures for mitigating and adapting to climate change into
national development plans and facilitate the related activities

to limit and control the growth rate of the national GHG emissions aligned with sustainable
development principles

- toincrease national awareness and participation about the climate change adaptation and
mitigation processes and to increase the country’s capacity to reduce the impacts of global
climate change, by complying with global strategies and goals

to increase the financial resources and to develop R&D activities regarding cleaner and
improved EE technologies that protect the environment

Environmental Legislation and Implementation

The basis for environmental legislation is provided by the Constitution, which defines living in
a healthy and clean environment as a right of the country’s citizens. The main environment-
related law safeguarding this right is the Law on Environment adopted in 1983.

The Law on Environment (1999) describes, in general terms:
the rights and duties of the state, local authorities, individuals and public organizations
- acceptable uses of nature and natural resources

the development of cadasters (inventories) and monitoring of environmental and natural
resources

The legal foundations for the use of economic instruments for environmental protection
and the main principles guiding environmental expenditure can be found in the Law on
Environment. Articles 17, 18 and 19 establish the legal basis for the introduction of a number
of financial mechanisms to protect the environment, including payments for the use of natural
resources, payments and charges for environmental pollution, economic incentives, funds for
environmental protection, grants,and the use of international funds allocated for environmental
protection. Resources from fines are earmarked for the financing of environmental protection
measures.

The Regulation on the Control of Used Qils (2004), the Regulation on the Protection of Waters
against Nitrate Originated Pollution (2004), the Regulation on the Control of Industrial Air
Pollution (2004), the Regulation on the Control of Soil Pollution (2005), the Regulation on
Greenhouse Gas Emissions (2012), and similar regulations provide more focused but still
general guidance on specific environmental problems. Taken as a whole, the laws recognize
a number of important legal and regulatory principles, including: the “polluter pays” principle;
the advantages of using economic incentives and market-oriented policy tools to regulate the
environmental activities of enterprises; and the need for more specific laws to implement the
goals of environmental policies.
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The Law brings significant payments and charges for those who are polluting the environment.
The owners of motor vehicles, facilities and firms (both subject to and not subject to permission)
have to pay the amounts specified in the Law if they do not have the necessary documents,
and twice as much if their emission levels don't comply with the standards. If the violations
are around environmentally sensitive areas or at a time or a place with a highly significant
amount of pollution, they have to pay twice the penalty defined above. Similar charges are
applied for land and sea vehicles disposing above-standard wastes and polluting nature.
Furthermore, projects violating the Environmental Impact Assessment Regulation are fined
with a significant penalty. These fines are applied in order to guide people and enterprises
towards environmental protection and reduce pollution. However, the system of pollution
charges remains unreformed since 2006, and is largely ineffective as a policy instrument.

The legislative framework continues to require further development, especially with regard
to implementing legislation. Continued attention is required in order to implement existing
strategies and plans to further enhance monitoring and enforcement. Turkey faces difficulties
with implementation and enforcement legislation due to limited awareness of and attention
to the environmental issues.

International and Regional Agreements/Protocols

MEU puts special emphasis on broadening ties with international organizations and donor
countries for tackling environmental challenges. Hence, cooperation with UNDP, IAED, UNEP,
NATO, OSCE, GEF, OECD, EU, Economic Cooperation Organization, World Bank, Asian Bank,
World Wildlife Foundation and other organizations are continuing. Further, bilateral ties are
being made with developed countries based on relevant agreements.

Joining international conventions in the area of protection of the environment is also an
important priority for Turkey. To this end, the Republic of Turkey have joined 7 conventions
to date, such as the Convention on Biological Diversity, the Barcelona Convention for the
Protection of the Marine Environment and the Coastal Region of the Mediterranean, the UN
Convention to Combat Desertification, and the Convention on the International Trade in
Endangered Species.

Kyoto Protocol

Turkey, being a member of OECD, was listed in Annex 1 and also Annex 2 of the UNFCCC
together with the developed countries. Turkey didn't ratify the UNFCCC. Following the
decision 26/CP7 adopted at the 7th Conference of the UNFCCC held in Marrakech in 2001
which “recognized the special conditions of Turkey, accepted that Turkey remains an Annex
| Party of UNFCCC, in a position that is different to that of other Annex | countries and Turkey
will be removed from Annex I, Turkey became a party to the UNFCCC on 24 May 2004. Turkey
joined the Kyoto Protocol in 26 August 2009 as a Non-Annex B country. The Fifth National
Communication to the UNFCCC secretariat was prepared by the General Directorate of
Environment Management (Climate Change and Air Management Department) under MEU
with the backing of the UNDP/GEF in June 2013. It includes a greenhouse gas inventory for the
years from 1990 to 2009, climate change scenarios and adaptation measures.

Since the Kyoto Protocol took effect in 2009, the interest in GHG emission removal projects has
risen in Turkey. A number of GHG reduction projects have been prepared in various sectors,
but data about the projects is available only for the energy sector. All projects in this area have
been carried out in the Voluntary Carbon Market of Turkey since 2005. As of September 2012,
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the number of GHG reduction projects by energy type and their reduction rates are provided
in the table below.

Table 9_GHG Reduction Projects in the Voluntary Carbon Market

Sector Number of Project Proposals GHG reduction rate, thousand tonnes/year €0, eq.
Hydro 124 7181.7
Wind 64 5603.5
Biogas 6 514.8
Geothermal 6 405.3
Waste 13 24731
Energy Efficiency 5 151.4
Total 218 16329.8

Source_General Directorate of Renewable Energy, MENR, 2013

GHG reduction has not taken place in the country yet. Due to the growth in industrial activities
and consumption since 1990, the level of GHG emissions released into the atmosphere from
stationary and mobile sources has increased. However, with the help of the GHG reduction
projects especially in the area of energy, the increase in the CO, emitted has slowed down in
thelast 5 years, and even reversed a little in 2008 and 2009. While the level of pollution equated
to 152.66 million tonnes of CO,in 1990,in 2010 this figure accounted for 265.88 million tonnes
of CO,.

Figure 40_CO, emissions in Turkey over time
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The main sources of CO, emissions in Turkey are the energy and industrial sectors. CO,
emissions come from the burning of fuel for the production of electricity, manufacturing and
construction, and transport activities. In the industrial operations and materials use sector,
the largest source is mineral materials production, with a great share of CO, emissions and
halocarbon and SF6 usage.

In general, there is potential for greater GHG reduction in Turkey. Replacement of fossil fuels by

other sources, particularly alternative energy sources, could lead to a considerable reduction
of emissions.






Assessment of Progress
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Overall Assessment

Privatisation in the power and gas sector continues. Power distribution company privatisation
is complete and generation privatisation is ongoing. The privatisation of generation assets has
been preceded by a large-scale rehabilitation of power plants, and this process is expected to
continue after privatisation. Moreover, most gas distribution companies are privatised as well.
The eligible customer limit has been lowered to 4.5 GWh in 2014. Also, due to the distribution
company privatisations, a process is now in place to reduce theft and losses on average from
14.6% in 2011 to around 12.1% with separate targets for each distribution company.

The main objective of the Government of Turkey in the field of energy has been to become
less dependent on imports, which currently amount to 82%, for meeting energy demand. To
meet this objective, the Power Strategy Document was published in 2009. This document sets
as targets for 2023: to achieve 30% of power generation from RES, and to reduce the share in
power generation of natural gas below 30%.

Itisa concern that Turkey’s energy dependence on foreign imports is very high. Investments in
RES and EE should be accelerated in order to reduce this dependence, which is also a burden
on the budget balance of Turkey. This could be stimulated with an effective commitment to
an energy efficiency policy. That policy is best delivered through well-crafted energy efficiency
programmes and measures that meet the priority needs of Turkey.

The General Directorate of Renewable Energy (GDRE) is an active government organisation
dealing with both energy efficiency and renewable energy. GDRE undertakes numerous
activities, such as assessments of the renewable energy potential in Turkey, various trainings
in energy efficiency, and energy efficiency subsidisation programmes, even though the funds
have been limited at around €10 million.

While the introduction of energy efficiency poses challenges, it is expected to bring benefits
and to contribute to mitigating risks. The in-depth review PEEREA process is designed to assist
these outcomes.

Legislative Framework, Policy and Measures to Promote Energy Efficiency

Under the “European Union — Turkey Progress Report 2013, which was concluded as part of
the EU accession policy, Turkey's efforts focus in particular on the following areas: security of
supply, internal energy market, renewable energy, energy efficiency, and nuclear safety and
radiation protection.

The progress report concludes:“Good progress has been made in the area of energy. Liberalisation
of the electricity sector and the level of alignment with the Electricity Directive are advanced.
However, a functioning competitive market and progress in legislative alignment in the natural
gas sector are still lacking. Progress in the renewable energy sector needs to be speeded up,
namely through streamlined administrative procedures. Further efforts are needed in the areas
of energy efficiency and nuclear energy, in particular on alignment with relevant EU Directives.
Overall, Turkey is at a rather advanced level of alignment in the field of energy"”

Financing Energy Efficiency

The report has listed various financing schemes for energy efficiency. In the private sector
Sekerbank provides energy efficiency credits, whereas development investment bank TSKB
has the largest number of financed projects in the field of energy efficiency and the largest
portfolio in Turkey.
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International Financial Institutions have set up large funds for energy efficiency and renewable
energy investments. The size of these funds is over $3 billion. Currently, the government does
not treat energy efficiency projects as a special category of investments.

Institutional Arrangements

Next to GDRE there are various stakeholders active in energy efficiency in Turkey, namely
the Ministries of Environment, Transport, Housing, and Industry, IFls, professional and sector
associations, universities, research centres, private consultancies and NGOs. However, the
efforts of all stakeholders are generally not fully coordinated. Moreover, these stakeholders
could be more proactive in proposing and encouraging the government to adopt more
progressive policies and programmes.

Energy Pricing and Taxation

Concerning energy pricing, Turkey is well on track. The introduction of the Automatic Pricing
Mechanism (APM) in early 2008 has considerably improved the cost reflectiveness of energy
prices. Nevertheless, the actual import costs are not always directly reflected in consumer
prices as dictated by the APM. Hence, the APM is not always implemented as planned, which
leads to temporary price subsidisation.

There are no effective tax incentives to encourage energy efficiency in Turkey. Indeed,
existing energy taxes are designed with the purpose of collecting revenue and environmental
protection does not appear to play a significant role in the Turkish tax system.

Energy Efficiency and the Environment

The government is commended for their work on the EE strategy paper of 2012. This paper has
set out seven strategic goals, which are further subdivided into concrete actions and timelines.

Energy-related environmental policies are mainly focused on supply side issues and
enforcement provisions of pollution standards need to be further strengthened. Even though
energy efficiency improvements and environmental protection are interlinked, the limited
financial support of the Ministry of Energy and Natural Resources has been inadequate in
supporting energy efficiency projects.

The energy efficiency potentials in the building, transport and industry sectors are identified
based on a report by the World Bank (2011) and complemented by GDRE. This shows a total
saving potential of 16.5 Mtoe with respect to the situation in 2009.

There are ongoing efforts in high-efficiency cogeneration (8,300 MW installed capacity in
2013), whereas district heating is less common. An example is the 180 MW power plant in
Esenkent-Istanbul which delivers heat to 9,000 homes.

RES

The assessment of the RES potential in Turkey showed that there is already 25,857 MW RES
installed capacity by end January 2014, mainly hydro followed by wind. There is extensive
potential for RES in Turkey, estimated at 720 TWh/year, which is three times the gross demand
in Turkey of 242 TWh in 2012. The largest potential is for solar (both PV and CSP), namely 380
TWh/year; this is followed by hydro (both dam and river types) at 198 TWh/year, whereas the
economic wind potential is estimated at 126 TWh/year. Bioenergy and geothermal power
would both add another 16 TWh/year.
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The availability of dam hydro can be used to balance the intermittent output of wind and solar.
Moreover, the output of thermal power plants could be considerably reduced by developing
this RES potential, which could make the GDP growth more sustainable.

A transmission grid plan has been formulated by TEIAS which shows that the target of 20 GW
wind by 2023 can be safely integrated in the grid by undertaking the necessary investments.
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Basic economic and primary energy data*

Table 10_Energy balance, ktoe

Indicators 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Total Primary

26482 25857 | 24115| 24,115 26,348 | 27,273 | 28,979 | 30,280 | 32,225| 32,064 | 31,117

Energy Production
Net imports 38,253 | 52,227 | 54,367 | 63,422 75764 | 82,020 79,503 | 75769 | 81,020 | 88,524 | 95,442
Exports 1,682 1330 3,117| 5308| 6750 6328 6982| 5521| 7,113| 8369| 7927

Total Primary
Energy Supply 61,545 | 76,348 | 74,248 | 80,858 | 93,035|100,005| 98,502 | 97,661 105,133 | 112,459 | 115,701
(TPES)

Total Final
Consumption (TFC)

47,601 | 57,846 | 57,235| 63,163 | 72,466| 76,484 | 74,384 | 73,165| 77,609 | 81,458 N.A.

Table 11_Total primary energy supply structure, ktoe

Products | 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
;‘r’j('jj:t‘i“’a' 16,616 | 22,905 | 19,608 | 22377| 26,448| 29,385| 29,461| 29,758 | 32,034 | 33,925 35067
]fe’sgse{oh:f:a"d 26983 | 23,850| 26,017| 25789 | 26329| 25478| 23,564 | 16425 | 19466 | 20,621| 21,114
Petroleum products | 1,445 | 6553 3567| 3256 4052 525| 5990 12.602| 10652 9,798] 10131
Natural gas 5,785| 12,634| 14,731] 18,704 | 25965| 30,415| 30,184| 28,908 | 31,386| 36,778 37,251
Nuclear - - - - -
Hydro 3057| 2656| 2897| 3963| 3,805| 3083| 2861| 3002| 4454 4501| 4,976
Geothermal 511 6s4| 820|891 978 1,048| 1,150| 1,624| 1,966| 2059| 2265
Solar/wind/other 3| 265|322 380 413 450| 493| 557| 683| 1,036| 954
Combustible
renewables and 7065| 6513 6016| 5557| 5187| 5055 4828 4667| 4558| 3,661| 3,695
waste
Electricity 60| 288 21| 9| 3| 34| 9| 63| 67| 78| 247
Other fuel products
Eﬁt:rgz”s'::a’y 61,545 | 76,348 | 74,248 | 80,858 | 93,035 (100,005 | 98,502 | 97,661 105,133 | 112,459 | 115,701

* Ministry Statistics used when available and IEA statistics, electronic version, 2011 for missing data. There are some small differences between these two
sources of statistics.
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Table 12_Total final energy consumption, ktoe

Products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Coal and coal products 6431| 10845 9,513| 11,409| 12,680 | 13,979 | 12,776 | 12,809| 14116| 13,094
Petroleum products 25414| 26125 25573 | 25851| 27,672| 27,948 | 27,445 | 28,604 | 28389 28,229
Natural gas 2787| 4910| 5983| 8451| 12,551| 14053| 13,233 | 11,247| 13,134 | 17,666
Geothermal B7| 68| 70| 81| 89| 94| 10| 1249| 1391] 1463
Solar/wind/other w3| 262 38| 375|402 40| 40| 300 302 41
sv"a';'tt;““ib'e renewablesand | o seal 6ass| so72| ss30| sia4| 4007| 4770| 4582| 4440|3546
Electricity 5601| 8245| 8732| 10,287 12,160| 13,140 | 13710 13314| 14610| 15,805
Heat of 38| 45| 4s0| 959| 1,033 1,019 1,060 1.226| 1216
Other 0 0 0 0 0 0 0 0 0 0
Total Final Consumption 47,601 | 57,846 | 57,235| 63,163| 72,466 | 76,484| 74,384 | 73,165 | 77,609 81,458

Table 13_Basic energy-related indicators

Indicators 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 |2012
Population (million) 59.76 | 64.25| 66.01| 67.72| 69.40| 70.22| 71.10| 72.05( 73.00| 73.95| 74.98
GDP (billion 2005 $) 315.9| 386.6| 387.0| 445.6| 5163 | 540.4| 544.0| 517.7| 565.1| 614.7| 628.4
GDP (billion 2005 $ PPP) 5109| 6253| 626.0| 720.7| 8351 874.1| 879.8| 837.4| 914.1| 994.3|1016.5

Primary Energy Intensity
(TPES/GDP) (toe per thousand | 0.195| 0.198| 0.192| 0.182| 0.180| 0.185| 0.181| 0.189| 0.186| 0.183| 0.184
2005 %)

Primary Energy Intensity
(TPES/GDP PPP) (toe per 0.121| 0.122| 0.119| 0.112| 0.111| 0.114| 0.112| 0.117| 0.115| 0.113| 0.114
thousand 2005 $ PPP)
TPES/Population (toe per
capita)

Electricity Consumption/GDP
(kWh per 2005 $)

Electricity Consumption /
Population (kWh per capita)
Energy-related (O, Emissions
(M)

1.030 | 1.188| 1.125| 1.194| 1.341| 1.424| 1.386| 1356| 1.440| 1.521| 1.543

0.227| 0.270| 0.281| 0.285| 0.290| 0.302| 0314| 0319| 0319| 0322 0.334

1,201 1,627 | 1,646 | 1,872 2159 2,327| 2,400 | 2,291| 2,469 | 2,677 | 2,801

51 74 70 73 89 105 13 m m - -

—_
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Table 14_Electricity generation, GWh

Products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 |2012
;‘r’;('jj:t‘i“’a' 28,047 | 38,187 | 32,149 | 34,448 | 46,650 | 53,431| 57,716 | 55684 | 55047| 66,217| 68,013
Petroleumproducts | 5772 9,311| 10,744| 7,670| 4340 6526| 7,519| 4804| 2,180 904 | 1,638
Natural gas 16,579 | 46216 | 52,497 | 62,241| 80,691| 95,025| 98,685| 96,095 98,144 | 104,048 | 104,506
Hydro 35,541 | 30,879 | 33,683 | 46,084| 44,244 | 35851| 33270 35958| 51,796 | 52,338 | 57,865
Geothermal 86| 76| 05| 93| 94| 156| 62| 436 68| 94| 899
Solar/wind/other of 33| 48| 58| 17| 3%5|  sa7| 1495| 2916| 4723 5861
Combustible
renewables and w | 20| sl 04| 13| 214]  219] 340|457 ae9| 715
waste
;‘::‘!S;Z:""y 86,247 | 124,922 [ 129,400 | 150,698 | 176,299 | 191,558 | 198,418 | 194,812 | 211,208 | 229,393 | 239,497

Table 15_Heat production, TJ

Products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 |2012
Coal and coal
products
Petroleum products
and natural gas

0 22 1 0 17 19 14 13 21 25 72

0 365 414 450 9421 1,013 1,002 1043 1200 1,182| 1,210

Hydro 0 0 0 0 0 0 0 0 0 0 0
Solar/wind/other 0 0 0 0 0 0 0 0 0 0 0
Combustible

renewables and 0 0 0 0 0 1 3 4 5 9 26
waste

Total heat

0 387 415 450 959 1,034 1020 1060| 1226 1216| 1,309

production

Table 16_Total final energy consumption by sector, ktoe

Sectors 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Residential 16,044 | 17,594 | 16,654| 18,077 | 19,892 | 20,725 | 22,603 | 21,402 | 22,453 | 23,528
Industry sector 12,257 | 19,741| 18,740 | 21,342 | 23,432 | 23,668 | 18,014 | 18,605 | 22,583 | 24,957

Commercial and public

) 1107 2315 2879| 40%| 5824| 6416| 7,634 6493| 5693 6,449
services

Transport sector 11,704 | 11,758 | 11,799| 12,003 | 14,004 | 15952 | 15,067 | 14,938 | 14,631 | 14,849
Other 2,661 2917| 3187 3,263| 3,539| 3,886 | 569 | 4874| 5050| 5479
Non-energy use 3,828 3521 3977 4382 5775| 5837 5369| 6853| 7200 6,196
Total final consumption 47,601 | 57,846 | 57,235| 63,163 72,466 | 76,484 | 74,384 | 73,165| 77,609 | 81,458
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Energy end use

Table 17_Final energy consumption of the residential sector, ktoe

Energy products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Coal and coal products 2451 2015 1730 2405 2488| 2750 4930| 5898| 6465 5786
Electricity 1246 2054| 206| 2375 2964| 37137| 3404 3367| 3561| 3,807
Natural gas 1123] 2604| 3117] 3896| 6181 6901| 65| 43%6| 4847] 7,25
Heat 0 0 0 0 0 0 0 0 0 0
Petroleum products 3805 3502| 2880 2806 1956| 1745 1686 1616| 1452] 1,275
S;’a’:‘tzu“'b'e renewablesand | o0l 6ass| so7a| ss30| si2s| acsa| azss| asze| a43a| 3530
Other s 783 920| 1,065 1179 1208] 1305 1549 1.604| 1,904
Total residential sector 16,044 | 17,504 | 16,654 | 18,077| 19802] 20725| 22,603 | 21402| 22453 23,528

Table 18_Final energy consumption of the service sector, ktoe

Energy products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Coal and coal products 0 0 0 0 0 0| 1,061 834 272 278
Electricity 1,107 1,897 2137| 2522| 3,040| 3350| 3504| 358 | 3,880 4,131
Natural gas 0 a7 742| 1,574 2,784| 3,066| 3,069| 2069| 1541| 2,040
Heat 0 0 0 0 0 0 0 0 0 0
0il products 0 0 0 0 0 0 0 0 0 0
S\Z‘Ttt;ustible renewables and 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0
Total services sector 1,007 2315| 2879| 4,096| 5824| 6416| 7,634| 6493| 5693| 6,449

Table 19_Final energy consumption of the industry sector, ktoe

Energy products 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Coal and coal products 3977 | 8828.9| 7783.2| 9003.9| 10192| 11229 | 61209 | 5943.3| 7287.2| 6938.6
Electricity 3,074 3,964| 4203| 4992| 5707| 6,145| 6220 5881| 6,636| 7,366
Natural gas 1,041 1666 1671 2447| 3338| 3717| 3,194| 4383| 6309| 7,877
Heat 0 0 0 0 0 0 0 0 0 0
Petroleum products 4027 | 4799| 4548 4329 3115| 1,419 1,334 1,333 1,125| 1,559
\S&Ttt;ustlble renewables and 0 0 0 0 0 0 0 0 0 0
Other fuel products 38 97 19 121 121 126 126 0 0 0
Total industrial sector 7018 | 3,274 1989 1845| 1,571| 1,8% | 1274| 1,493 953 798
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Table 20_Energy consumption of the industry sector by subsector, ktoe

Subsectors 1995 | 2000 | 2002 | 2004 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Iron and Steel 2,333 2340 2186 2361 2519 2977| 3334| 2972| 3920 4,659
Chemical and Petrochemical 1,083 1,355 1,413 2284 2296| 1,702 1,071 1209| 1,428| 2,033
Non-Metallic Minerals 808 | 1,047 910 1,138 1,228 1356| 2,099 2066| 2210 2290
Non-Ferrous Metals 536 704 716 891| 1,047| 1,008 356 636 710 857
Transport Equipment 13 24 25 52 36 28 40 55 39 251
Food and Tobacco 895( 1,967 1,030 1,076 1,008| 1,228 1,020 1,001 1,477| 1,982
Mining and Quarrying 77 59 49 60 97 113 121 17 216 213
Machinery 151 245 234 246 258 283 444 380 480 528
Construction 1345| 1308 1,178| 1,876 2,195 2319| 3,039| 2311| 2604| 3,163
Textile and Leather 1016 1373 1588| 1674 1617 1564| 1,172 1,469| 1,724 1,799
Paper, Pulp and Printing 290 408 368 377 392 383 364 363 345 426
Wood and Wood Products 190 57 54 70 89 120 140 472 472 21
Non-specified/Other 3,50 9,655| 8990| 9,236| 10,551| 10,589 | 4,815| 5454| 6,957 6,545

Ii
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Organizations met by the review team
Association of Energy Management (EYODER)

Association of Thermal Insulation, Waterproofing, Sound Insulation and Fireproofing Material
Producers, Suppliers and Applicators (IZODER)

Baskent Electricity Distribution Company (ENERJISA)

Energy Market Regulatory Authority

European Bank for Reconstruction and Development (EBRD)

General Directorate of Electricity Generation

General Directorate of Electricity Generation (EUAS)

General Directorate of Renewable Energy (GDRE)

Industrial Development Bank of Turkey (TSKB)

Ministry of Energy and Natural Resources, General Directorate of Foreign Affairs and EU
Ministry of Environment and Urbanization (MEU)

Ministry of Environment and Urbanization, General Directorate of Environment Management
Ministry of Science, Industry and Technology (MSIT)

Ministry of Transport, Maritime Affairs and Communication (MTMAC)
Schneider Electric Turkey

Scientific and Technological Research Council of Turkey (TUBITAK)

Sekerbank

Sisecam

Small and Medium Enterprises Development Organization (KOSGEB)

Turkish Cement Manufacturers’ Association

Turkish Cogeneration and Clean Energy Technologies Association (TURKOTED)
Turkish Development Bank (TKB)

Turkish Electricity Distribution Company (TEDAS)

Turkish Electricity Transmission Company (TEIAS)

Turkish Sustainable Energy Financing Facility (TURSEFF)

Turkish Technology Development Foundation (TTGV)

White Goods Manufacturers’ Association of Turkey
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List of abbreviations

Abbreviation Full name

$ US Dollar

ACG Azeri-Chirag—-Guneshli

AFD French Development Agency

APM Automatic Pricing Mechanism

BOO Build, Operate and Own

BOT Build, Operate and Transfer

BOTAS Turkish Petroleum and Gas Transmission Pipeline Company

BSR Balancing and Settlement Regulation

BTC Baku-Thilisi-Ceyhan pipeline

CAGR Compound Annual Growth Rate

CCGT Combined Cycle Gas Turbine

DAM Day-ahead Market

DSI State Water Works

EBRD European Bank for Reconstruction and Development

EE Energy Efficiency

EECB Energy Efficiency Coordination Board

EIB European Investment Bank

EHV Extra High Voltage

EML Turkish Electricity Market Law

EMRA Energy Market Regulatory Authority (for Electricity, Petroleum and
Natural Gas)

EPDK EMRA's acronym in Turkish

EU European Union

EUAS Electricity Generation Co.

FIT Feed-in Tariff

GDP Gross Domestic Product

HPP Hydroelectric Power Plant

IEA International Energy Agency

IMF International Monetary Fund

IPP Independent Power Producer

KfW German Development Bank

KOSGEB Small and Medium Enterprises Development Organization

KPI Key Performance Indicator

LPG Liquefied Petroleum Gas
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MCP Market Clearing Price

MENR Ministry of Energy and Natural Resources

MEU Ministry of Environment and Urbanisation

MSIT Ministry of Science, Industry and Technology

MTA Mining Research and Study Institute

NATO North Atlantic Treaty Organization

NG Natural Gas

OECD Organization for Economic Cooperation and Development

OIB Turkey's privatisation administration

OSCE Organization for Security and Cooperation in Europe

PMUM Market Financial Settlement Centre

PPA Power Purchase Agreement

PV Photo Voltaic (solar)

RES Renewable Energy Source

SIP System Imbalance Price

SMP System Marginal Price

SOCAR State Oil Company of the Azerbaijan Republic

TANAP Trans-Anatolian Pipeline

TCMB Central Bank of Turkey

TEAS Turkish Electricity Corporation

TEDAS Turkish Electricity Distribution Co.

TEIAS Turkish Electricity Transmission Co.

TEK Turkish Electricity Authority

TETAS Turkish Electricity Trading and Contracting Co.

TKB Development Bank of Turkey

TKI Turkish Lignite Co.

TOR Transfer of Operational Rights (modality for transferring to the private
sector the operation of state-owned assets and used for generation
and distribution)

TORETOSAF Average wholesale price transferred to regulated end-users. It is a
weighted average of TETAS pass-through costs, balancing market,
self-generation by suppliers, renewable purchases and free bilateral
contracts

TPAO (state-owned) Turkish Petroleum Company

TPP Thermal Power Plant

TSE Turkish Standards Institute

TSKB Industrial Development Bank of Turkey

|=
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7SO Transmission System Operator
TTGV Technology Development Foundation of Turkey
TTK Turkish Hardcoal Co.
TUoS Transmission Use of System
Units kWh: thousand watt-hours
MW: megawatt
Mtoe: million tonnes of oil equivalent
toe: tonnes of oil equivalent
TWh: 1012 watt-hours
WB World Bank
WHO World Health Organization
WPP Wind Power Plant
WTO World Trade Organization
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