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Energy Mix

Share of Primary Energy Sources in

Share of Primary Energy Sources in Total (2014) o ;
Electricity Generation (2014)

oo — 100% —
90% 90%
rox 70%
60%
60%
50%
S0%
40%
40%
30%
o 20%
20% 10%
10% 0%
0% Egypt Israel GCA Lebanon
Egypt Israel GCA Lebanon
W Naturalgas mOil EmCoal m Geothermal/wind/solar M Biofuels/waste WHydro MOl mGas MCoal Biofuel lHydro ISoIar/Wmd
—— Highlights
¢ Significant amount of carbon emissions leading to air pollution and environmental
damage.

® High cost of electricity generation threatening socio-economic sustainability.
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Electricity Prices
Household Consumers

Electricity prices for household consumers, second half 2018
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—  Highlights

In 2018, Turkish households paid only 8 Euro-cent per kWh of electricity
whereas Greek Cypriot households paid almost 23 Euro-cent per kWh of
electricity which is three-fold of Turkish consumers.
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Electricity Prices
Non-household Consumers

Electricity prices for non-household consumers, second half 2018
(EUR per kWh)
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— Highlights

e Turkish non-household consumers paid only seven Euro-cent per kWh of electricity
while Greek Cypriot non-household consumers paid as much as three times, with a
rate of 22 Euro-cent per kWh of electricity in the second half of 2018.
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Turkey’s Interconnection Lines and Capacities
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Recent Gas Discoveries
Eastern Mediterranean Gas Basins

Gross
Gas Basin Reserve(Bcm) Discovery Year
Tamar — Israel 280 2009
Leviathan — 620 2010
Israel
Aphrodite— 140 2011
Cyprus
e s
e e \ Zohr - Egypt 850 2015
O i

— Highlights
* Around 2000 Bcm gas has been discovered in the last decade. Discoveries might increase by the ones
at Calypso, Glaucus and offshore Lebanon.

* Syrian off-shore will be important after the civil war. Some operating rights are already granted to
Russia in 2018.

* Nile Delta Basin is another significant field in the region.
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Characteristics of the Gas Fields

Highlights

East-Med gas fields do not concentrate at certain geography except Zohr and Leviathan.
Upstream and mid-stream investment cost to develop the fields is very high.

Countries at the region lack the capital and technology.

Global gas prices are at low levels.

Competition by US, Russia and Qatar gas (LNG) is harsh.

Consume gas in the region with minimum or most efficient infrastructure is «must» due to
economic scale especially for Cyprus Island and Lebanon.
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Market & Transit Destinations — Europe

IEA Scenarios — Europe Gas Balance EU Gas Balance
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Source: International Energy Agency

Highlights

* Demand increases are limited in all 3 scenarios.
* EU domestic production decreased from 235 Bcm in 2000 to 120 Bcm in 2015.
* UK domestic production decreased from 108 Bcm in 2000 to 37 Bcm in 2015.

* Dutch domestic production decreased from 70 Bcm in 2000 to 43 Bcm in 2015.

* US, Russian and Qatar gas will be strong competitors with their price advantage.

* Excess imports will come on the ground due to decrease in domestic production rather than demand.
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Market & Transit Destinations - Egypt
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Egypt Gas Supply and Demand Profile
Scenario-A (Bcf/day, average) Highlights

* Egypt was a net-off exporter between 2004 and 2014.
However it had to be an importer in 2015. Arab Spring,

subsidies to gas and public loans significantly decreased
foreign investments.

* The end of Arap Spring and implementation of market
reforms boosted investments in fields such as Zohr,
West Nile Delta and Great Nooros.

2018 2019 2020 2021 2022 2023 2025 * However we still cannot secure an export profile
= Supply. = Demand between 2020 and 2030.

* The balance between growing internal market and

Egypt Gas Supply and Demand Profile production from new gas fields will be determinant.

Scenario-B (Bcf/day, average)
* Ambiguity in Egyptian surplus/deficit and security

concerns might hinder it as a transit and market

country.

*  Two LNG facilities already exist, namely Idku (Shell) and
Damietta (Eni), with a total annual capacity of 19 Bcm.

* Arish-Ashgelon ve Arab natural gas pipelines.

o018 2019 2020 2021 2022 2023 2024 2025 2026 202

mSupply mDemand

Source: Oxford Energy Institute
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Market & Transit Destinations — Turkey

BOTAS Long Term Gas Contracts

Volmue
Contract (Bcm/year)

Algeria (LNG) 4,4
Nigeria (LNG) 1,3
Iran 9,6
Russia (Blue Stream) 16
Russia (West Stream) 4
Turkmenistan 15,6
Azerbaijan (Faz-1) 6,6
Azerbaijan (Faz-2,

6
TANAP)
Azerbaijan (BIL) 0,15

Contract
Date

1988

1995

1996
1997
1998
1999
2001

2011

2011

Source: Energy Market Regulatory Authority of Turkey

* CAGR stands for Compound Average Growth Rate

Status

Effective

Effective

Effective
Effective
Effective
Waiting

Effective

Effective

Effective

Deadline
2024

October
2021
October
2026 July

2025 End
2021 End

2021 April
2032/2033

2046
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Highlights

Natural Gas import increased from 37 Bcm in 2008
to 55 Bcm in 2017 with an annual %4,5 CAGR*.

Turkey can produce only %1 of its gas demand by
domestic resources. Therefore it is the most
significant gas market in the region.

Spot LNG imports reach 20% of the demand by
recent investments on LNG, FSRU and storage
infrastructure.

Population is 83 million. Urbanization and
economic growth are supporting factors.

As of end of 2018, gas network reached al 81 city
center and 500 towns, more than half of the total.

Population using gas is 50 million (62%).

Existing TANAP gas pipeline with a capacity of 16
Bcm and TAP pipeline with a capacity of 10 Bcm
enables a transit route to EU.
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Alternative Transportation Projects
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The Israel-Jordan and Israel-Gaza pipelines
“~ The Israel-Cyprus-Greece pipeline
— The Israel-Turkey pipeline
vva+  The Israel-Greece-Cyprus interconnector
@ The NG plant at Vasilikos
A The (FLNG plants in Israel

Leading Transportation Projects for East-Med Gas

The Israel-Cyprus pipelines to Egypt’s LNG
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Routes
Israel — Jordan, Israel — Gaza Pipelines

Israel LNG and (F)LNG
Vasililos LNG

Israel — Cyprus Island - Greece (EuroAsia
Interconnection)

Turkey — Cyprus Island — Israel — Lebanon
Interconnection

Israel — Cyprus Island — Greece - lItaly
(EastMed) Pipeline

Israel — Turkey Pipeline

Israel — Cyprus Island — Egypt Pipeline and
Egypt LNG (Idku, Damietta)
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Challenges
Low Gas Prices

Natural Gas Prices 2000-2017 (S/mmBtu)
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Source: BP Statistical Review of World Energy, 67th Edition, June 2018
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Challenges
Maritime Borders and Exclusive

Economic Zone

Overlapping Maritime Borders
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EEZ Delimitation Agreements

Cyprus Republic — United Kingdom

Signed by Cyprus Republic, Turkey, Greece, UK in
1960.

British sovereignty at Akrotiri ve Dhekelia naval
bases. (London and Zurich treaties).

Greek Cypriots — Egypt
Signed on 17 February 2003.

Turkey signed a note UN Secretary on 2 March
2004 not recognizing the treaty.

Greek Cypriots — Lebanon
Signed on 17 January 2007.

Greek Cypriots - Israel

Signed on 12 December 2010.

Lebanon objected the treaty with a note sent to
UN Secretary on 20 June 2011.

Turkey — Libya
Signed in December 2019.
Objections from Greece.
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Challenges

Exclusive Economic Zones Conflicts

Overlapping EEZ and Gas Blocks

® Gas fields
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Overlapping Gas Blocks

Turkey, Turkish Cypriots and Greek Cypriots

TRNC F and G Blocks with GCA 1,2,3, 8,9, 12 and
13. Blocks.

Turkey’s own EEZ overlaps with GCA 4,5,6 and 7.
Blocks.

Only non-overlapping blocks are 10 and 11.

Israel and Labonon

856 km? conflict zone.

Eni ve Total exploration at 9t block. 25 km to the
conflict zone.
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Conclusion
Benefits of Gas Explorations & Interconnected Electricity Markets

Expected Benefits
Enhancing supply security, and thus preventing black-outs in Cyprus Island and Lebanon.

Significantly decreasing the electricity prices in Cyprus Island due to the considerably cheaper
electricity prices in Turkey.

Significantly decreasing the electricity prices in Lebanon due to interconnection system.

Promoting renewable energy investments, as it would provide available reserve capacity that could
be instantly adjusted.

The promotion of renewables would also contribute to “climate neutral Europe/net-zero emissions by
2050” target of the EU and be environmentally beneficial.

Serving the European Energy Union objective of integrated EU markets and networks.

Regional Power Producers would take advantage of the price spread between markets while also
enjoying additional profit margins on top of the national one.

Possibly presenting a solution to the deadlock in the Eastern Mediterranean, which obstructs mutual
exploitation and the utilization of hydrocarbon resources.

Significantly decreasing carbon emissions from power generation.
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