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Development of the electricity market
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e Electricity demand growth of 6.1% per
Demand and y g 0
year through to 2030

i nve St me nt e Cumulative greenfield investment

requirements of TL243bn (€102.6bn)

FEQUirements through to 2030

. I ¢ 10GW of nuclear generation by 2020
N ew b Ul d an d e Some 15GW of planned gas-fired
t d generation
unta p pe * 13GW of untapped coal potential
: ¢ 45.9 untapped wind potential
potential pped wind p

® 26.6GW untapped hydro potential

e Sale of 21 distribution grids

Privatisation to « Offload of some 2.5GW of state

generation from a proposed total of
date f6.50




Shift from state to private ownership 2002 — 2012
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Market development stages

¢ Introduction of a balancing mechanism

e Day-ahead planning )
e Balancing power market

e Hourly settlement y

e Day-ahead market N\
* Balancing power market

® Hourly settlements

e Collateral Mechanism

¢ |CIS starts first ever OTC price assessments
¢ Launch of cross-border auctions J

e First over-the-counter (OTC) trades reported on broker screen

*Amendmentsto the Electricity Market Law of 20071 are passed in Parliament

eEstablishment of EPIAS, a cross-commodity exchange in charge of Day-ahead operations and with reduced state ownership
eIntroduction of an intra-day market

eCreation on a futures market within the new Borsa Istanbul

eOperation of Balancing Market remains TEIAS remit
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Trading activity on Bulgaria-Turkey border
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Bringing liquidity to the market

Reported bilateral and OTC trades January 2011 - May 2013
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External and internal challenges

Security of supply concerns caused by
internal technical constraints and regional
political volatility which may affect steady

and reliable gas flows

Existence of cross-subsidies which causes
losses and hampers the liberalisation of
the market

The retention of stamp tax —0.948% of the
value of any concluded deal. It has the
potential to strangle the budding OTC

market
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Development of the natural gas market

~N
¢ Natural Gas Market Law requires the breakup of state company BOTAS on import, distribution, storage and
sale or gas
e Stipulates the reduction of BOTAS market share to 20% by 2009
J
~\
¢ Network Code comes into force and lays out rules for access to the transmission and distribution network as
well as Third Party Access (TPA) to the two LNG terminals Marmara and Aliaga
J

* BOTAS holds first tender for 4bcm/year for a period of 15. The first contract release to the private sector is
enacted between 2007-2009

2005 - 2009

\
¢ BOTAS holds tender for second contract release for 6bcm/year and the transfer is enacted in 2013.
¢ BOTAS also announces a volume transfer for 1.2bcm/year which are released to the Turkish branch of SOCAR
¢ Turkey works on amendments to NGML
* Proposals to create a balancing market are now under consultation
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Private importers as of 2013

Volume bcm/year
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Source: EMRA
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Market activity reported to ICIS since January 2013
The balancing “market”

‘Day-after’ traded volumes and evolution of ex-post
prices since January 2013
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Activity reported to ICIS for the day-ahead market
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Volume, sm3

Day-ahead traded volumes and evolution
of prices since March 2013

. Trade 2 (sm3) ™ Trade 3 (sm3 — ICIS price assessment TLism:

Price, TL/sm3

WWW.icis.com .




*ICIS

@ Chemicals

Types of reported trades and swaps

Day-after trades

Days with trades - Days without trades .

Number of individual and strip
deals for day-after trading

Swap deals

Days with swaps ] Days without swaps -

Number of individual and strip
swaps for day-after trading

Day-ahead trades

Days with trades [[l] Days without trades i}

Number of individual and strip
deals for day-ahead trading

Source: ICIS
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External and internal challenges

Security of supply concerns caused by internal technical
constraints and regional political volatility which may affect
steady and reliable gas flows

Existence of cross-subsidies which causes losses and hampers the
liberalisation of the market

Opaque price formation

Infrastructure constraints related to collection and publication of
data

The retention of stamp tax — 0.948% of the value of any
concluded deal. It is proving a serious stumbling block to the
development of the OTC market
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Expected market developments

The creation of a balancing market that would establish a daily
price. The regulator considers including a price floor and price

ceiling to prevent manipulation attempts

Creation of a day-ahead market on the newly-established EPIAS
Ongoing amendments to the Network Code

Further contract or volume releases from the BOTAS portfolio

Improvements to the Electronic Bulletin Board — although the new

infrastructure may prove controversial

WWW.ICIS.com .



Current and prospective electricity interconnections
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Current and prospective natural gas pipelines
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Pondering the future

« ACHIEVEMENTS:
« Turkey has made visible progress in privatising and liberalising its energy sector

» |tis determined to create a southern counterbalance to the liquid northwest European

energy markets

* It has ambitions to expand its influence in its hinterland and aspires to create a “Middle

Eastern Union” underpinned by pragmatic interests
*  QUESTIONS:

* Isit prepared to relinquish grip on the politically-driven gas sector in favour of the gas

sector?
* Is it prepared to enact bold measures such as phasing out subsidies and stamp duty?

*  What will be the palpable effects of the expanding influence of a Turkish energy hub?
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Gas and LNG

Moderately lower gas prices
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Power Plant Outages
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Thank you!

Aura Sabadus

Editor, Turkish Energy Hub Daily
Tel. +44 (0) 207 911 1853
aura.sabadus@icis.com

WWW.icis.com .



mailto:aura.sabadus@icis.com

