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ABSTRACT

This paper positions energy as a critical component of international relations as it has been
both a driving force for cooperation between nations as well as a source of conflict and war. It
provides an overview of energy resources and treimdghe Easten Mediterranean, debating

the influence of the tensions on the exploitation of gas, the role of EU and Turkey and the
possibilities for regional cooperation. The paper finds that the quantity of Eastern
Mediterranean offshore gas, the evolution of naturghs prices, Turkelgrael political
relationship, Turkeyegypt bilateral ties, Cypridsgyptisrael cooperation and the growth
performance of the Turkish economy are main energy drivers that will steerfubkey
relations either towards conflict, converge oooperation. The question of whether energy
resources and trends will create an intexgional dynamic favoring peace and cooperation or
prove as destabilizing factors is essential to understand the emerging regional political
environment. At the same riie, the assessment of how energy dynamics affects the-intra
regional order needs to take into consideration the current state of affairs marked by ongoing
geopolitical disputes, including the Cyprus issue, and distressed bilateral relations, as is the
casebetween Turkey and Israel and Turkey and Greece. The authors argue that better inter
state coordination will decrease the costs in exploration and exploitation activities, which none
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1. Introduction

Energy has always been a critical component of international relations. The study of this subject
is replete with examples in which energy has been a driving force for cooperation between
nations. The establishment &uratom (the European Atomic Energy Community) as the maiden
institution for nurturing postwar cooperation in Europe is a case in point. But energy has also
been a source of conflict and war. The quest for access to energy resources has historically been
a driver of interstate conflict. The relationship between energy and irgtte relations has
become a topical issue in the eastern Mediterranean (East Med) with the discovery of offshore
natural gas there. Therefore, the question of whether these resesir will create an
interregional dynamic favouring peace and cooperation or whether they will, on the contrary, be
a destabilizing factor will be critical in understanding the emerging regional political
environment.

Any assessment of how energy dynamiak aifect the interregional order will at the same time

need to take into consideration the current state of affairs, which is marked by ongoing
geopolitical disputes, as in the Cyprus issue; conflicts, as in the case of Syria; and distressed
bilateral rdations, as is the case between Turkey and Israel and Turkey and Greece. Yet, regionhl
collaboration is the key to the development of East Med. Improved istate coordination will

decrease the costs of exploration and exploitation activities, which ndrie 4 KS NB3IA 2
countries can bear alone.

This paper will provide an overview of resources and trends in the region, debating the influence
of tensions surrounding the exploitation of gas, the role of the European Union (EU) and Turkey
and the possibiligs for regional cooperation.

2. The Hydrocarbon Potential of the East Med Region

In an oftquoted March 2010 study, the US Geological Survey (USCG) reported that the Eastern
Mediterranean Levant Basin was hosting a mean prob&detrillion cubic metres (tcm) of

natural gas and 1.7 billion barrels of oil (USCG, 2010). According to experts quoted at a
O2y FSNBYyOS 2NHIYyAT SR o6& tSIO0S wSaSk NOwrust yadai
Mailz £ NBIF R& AY HbcmIas Was beed distok@ey A o ninS 91 4G a S
WLRGSYGdAlf 2F yS6 RAAO2OSNASE O2dA R R2dzof S 2 NJ
that Eni S.p.A., an Italian company with stakes in offshore fields around the island of'@Gyyptus

Ffaz2 Ay 93& LI rshppliidg Yehiondl inarketk, lpatentialy thdrdinay bes500
00YkeSI N SEOS&aa 3ra Ay GKS 91 aid aSR FdFAatlots$s
in the region is barely 1.5 percent of global gas resources, they are still important within the

1 Theisland of Cyprusis divided between the Republicof Cyprus(RoC,or simply Cyprus),Member of the
EuropeanUnion and recognizedby the international communityand the TurkishRepublicof Northern Cyprus
(TRNC)selfproclaimedin 1983 and not recognizedby the international community with the exception of
Turkey.

¢CKAAd LINRP2SO0 KFa NBOSAYSR TFTdzyRAy3a FTNRBY GKS 9dzNR LIS
innovation programme under grant agreement No 692976.
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bilateral and regional context. The said resources also have possible implications at the global
level, given the proximity of this resource base to the European Union (EU), globally the third
largest gas consumer (12.1 percent of global consumption) atidne significant gas resources

of its own (BP Statistical Review of World Energy, 201¢Q)28

Contrary to the overemphasis placed on Israeli and Cypriot gas discoveries, the Eastern Med is

not a new hydrocarbomproducing area. Years before the TamarGiB@SNE O6Hnny 0 AY
Exclusive Economic Zone (EEZ), the first in a stream of successful exploration wells, Egypt was
Ff NBFTRe | aA3ayAFAOFYyG 3AFa LINRPRAzZOSNI FyR (KS NI
controlled 0.4 tcm of naturadjas reseresc | f Y2adG KIFEF 2F LaNI St Qa OdzNJ
¢ at the time that Israel made its first commercial discovery in the {eatinct Mari B field,

estimated to contain 0.028 tcrg Egypt already controlled 1.4 tcm. In 204 ®y the time Israel

had ompleted its stream of discoveries, including Tamar (0.318 tcm) and Leviathan (0.§ tcm)

Egypt still controlled 2.2 tcm. One year before the revolution that overthrew President Hosni
Mubarak, Egypt was producing 61.3 billion cubic metres a year (bcmf/)was exporting

around 15 bcmly, of which approximately one third was exported to Europe in the form of
Liquefied Natural Gas (LN&).

9GSy o0ST2MB INVID WRHKINGNIAZO2FSNE ondyn GOYO0 2AY
epicentre of the eastern Mdtkrranean in terms of reverses. Between 2010 and 2015, despite a

period of unprecedented political turmoil and very low domestic gas prices, Egyptian gas
reserves in the offshore Nile Delta kept expanding thanks to the discovery of the Atoll and

2 r 52  GtaviBdaDeep Water) discoveries, which were estimated to containq@496 tcm

and 0.14 tcm respectively. In less than two years, between 2014 and 2015,¢Eg/ptresult of

the Zohr, Atoll and WMDW discoveriesadded to its proven reserves bagsisore than the

combined discoveriesf both Cyprus (0.125 bcm) and Israel (0.894 bcm). More importantly,

there are still many areas of the currently delimitated Egyptian EEZ that have yet to be explored

¢ especially in the deepffshore areas that lie adjacent the Cypriot EEZ.

The political and economic crisis that Egypt has been going through since 2011 has not allowed
Cairo to utilize its expanding reserve basis teS’¥ SNHS & GKS NBIA2Yy Q&
although it is likely that Egypt will once again bee a marginal net exporter by the early
20205° Its first task, though, is to eliminate its current net import dependency by the end of this
decade by pushing forward with the monetization of the Atoll, WMDW and Helas. Egypt is

on schedule to achieve this goal by also expanding the use of natural gas as its principal
feedstock for electricity generatichThe country is already using more natural gas than oil in its
primary-energy mix, and this trend is set tamand as the government reduces energy subsidies

2 BP StatisticalReviewof World Energy2011, (London:June2011), data are for 2010, p.20 (reserves)p.22
(production)and (exports)p.29.

3 & 9 3 BldIb becomea regional energy K dzo BNP Paris Bank, EconomicResearctDivision,(May 2017),
pp.2326.

4 & 9 3 gelslfightson doublingnatural gasoutput by H 1 H ReutBrs,17/07/2017 & AhmedIsmail,& / dzi G A y 3
Backon ImportedD | A8 AhramWeekly,24/05/2017.

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
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and progressively deregulates its domestic gas market, allowing for more compétRian.of

AGa adaNraGS3e Ara G2 SgaShuBtBroughihe doksfuctibd additioat Y I
connecting infastructure with Cyprus and Israel, centred around the export of gas from
Aphrodite and Leviathan Phase 2 fields to its two idle LNG liquefaction plants in Idku and
Damietta.

If the impact of gas discoveries in 2@1% was important in helping Egypt to ogceme its
SO2y2YAO ONRaAAI GKS RA&AO2OSNASAE 2F ¢l YIFIN FyR
economy and energy security. They not only significantly reduced its electricity costs, they also
SELI YRSR (KS O2dzy i NBE Q& ntestid dndrgy gesolir@es fer $hedBsytitne 2 Yy A
in its history. In 2011, before Egypt shut down its exports to Israel through the E{Astgdtelon

pipeline, Tel Aviv produced less than 10 percent of its own energy consumption. In 2016, Israel
produced 33 percet of its energy needs and covered100 percent of its expanding najasal

demand. Gas consumption almost quadrupled between 2012 (2.6 bcm) and 2016 (9.7avzin),

is expected to expand by more than 2.5 times to 24.8 bcm by 2040 fugjeidharily from te

use of natural gas in electricity. In 2015, Israel used natural gas to generate 50 percent of its
electricity production, a share expected to rise to 75 percent by 2030. Electricity is, and will
remain, the primary factor driving naturgls demand inhte country’ The unprecedented level 3

of energy selsufficiency that these gadiscoverie® gave Tel Aviv have induced the Israeli
Government to direct the majority of these reserves to its domestic energy market. In June

2013, Israel decided to reserverfdomestic consumption 60 percent of its proven reserves

while directing the remaining 40 percent to regional and international markets. Such a strategy
proved to be challenging, especially when it came to exports, for two reasons. First, the absence

of int SNY I GA2Yy L f LX F@8SNBE Ay LaNISftQa 99% gKz2 O
infrastructure; second, the ovesoncentration of existing reverses in the hands of two
companies: Noble Energy, and two subsidiaries (Delek Drilling and Avner) of the@Delgk

which together control 85 percent of existing reserves.Unlike in the cases of Egypt and Cyprus,

the current regulatory and investment framework has so far failed to attract major foreign

® BNPParis,lbid, p.25-26.

® BPStatisticalReviewof World Energy2017,(BP:June2017),p.29.

" ShaulMeridor, Director Generalof IsraeliEnergyMinistry, IsraeliGasOpportunities,(IsraeliEnergyMinistry:
November 2016), p.14, http://www.energy-sea.gov.il/Englisisite/Publishigimages/Pages/Forms/EditForm/
Roadshow_2016_Presentation%20GD%20Shaul%20Meridor_Regulatory%20and%?20Fiscal%20Regim.pdf
8L & NJga&Sres@riiesall locatedoffshore, are estimatedby the Ministry of L & NJta@dt réviewin November
2016at 858,5bcm, divided betweenthe following fields: Leviathan(500bcm), Tamar& TamarSouthwest(282
bcm), Shimshon(5 bem), Karish& Tanin (55 bem), Dalit (8 bem), Ishai (7-10 bem, averageof 8,5 bem used
here). State of Israel, Ministry of Energy, Israeli Gas Opportinites, (Tel Aviv: November 2016), p.4,
http://www.energy-sea.gov.il/English
Site/Pages/News%20And%20Media/ISRAELI%20GAS%200PPORTUNTD EfSs pdtimate we needto add

the recentupdateof the Tamarreservescompletedin July2017that increasethe provenvolumeof reservego

318 bcm in the IsraeliEEZto 894,5bcm. For ¢ | Y | ddtthated increase,not yet confirmed by the Israel
Ministry of Energy Hillel Koren,&a ¢ | Yoarthdrsincreasegasfield estimateby m 0:7: Gldbes02/07/2017.See
also TheodorosTsakiris,a ¢ KEBergyGeopoliticsof the EasternMediterraneanand the Cyprust N2 6 f SY ¢ =
IEMedMediterraneanYearbook2017,(BarcelonaSeptember2017)pp.288291.

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
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investment to Israef,although Tel Aviv is auctioning off 24 of its 69 offshore blocks in its first
international licensing tender.

Offers for the tender, whose deadline was extended twice in 2017, indicated a lukewarm
response on the part of the international oil industrywem the regulatory upheaval in which

LANI St KIFI& Sy3dzZ FSR AGaStT FFFUSNI 6KS RSOA&aAZ2y
[ SOALFGKIyQa SELRNI fA0SyasS Ay 5SOSYOSNI Hawmnd
disappointing, since no major oil comparven submitted a proposal for any of the fields
offered!®vet, the potential for further discoveries is significant since currently less than 30
LISNOSy i 2F GKS LaNl}StA 99% KIa 0SSy tAOSyasSRrR
has announed its intention to launch a second licensing round within 2018. It is difficult to see,

though, how exploration efforts will advance if there is no major infusion of capital and expertise

from the international oil industry.

In the case of Cyprus, aftasiinitial discovery of the Aphrodite field in Block 12 in 2011 and its
certification in 2013, the country has been faced with a series of disappointments. In 2014 and
2015, Eni drilled two exploratory wells in Block 9, and in February 2015, Total putletiBlock

10 while Eni chose to freeze additional exploration in Blocks 2 and 3 until it reassessed its
previous assessment modelling. Had it not been for the discovery of Aphrodite in August 2015
/| @LINHz&a Q 2FFaK2NB SELX 2Naildrd 2y STFF2NIa Yile KI @S

The Zohr discovery +galvanized the interest of the international major oil companies. Total
remained in Block 11, and drilled an exploratory well in the Onisiforos target in September 2017.
The results were disappointing in that the 11 bcm disegvcould not be autonomously
developed, but they confirmed the existence of hydrocarbon reserves to the north of the Zohr
discovery and around the underwater Eratosthenes Seamount. In early 2017, the Republic of
Cyprus tendered Block 8 to Eni; Block @&tu/Total; and Block 10 to a consortium made up of
Exxon and Qatar Petroleum, in which Exxon holds 80 percent of the joint vefiture.

5SaLIAGS ¢dzNy SeqQa OfFAYa GKFGO GKS y2NIKSNY LI NI
Total started drillingin the block in January 2018, while Exxon is expected to drill two
exploratory wells in Block 10 starting in October 2018. The exploratory drilling in Blocks 6 and 10

is expected to confirm whether or not a Zelur Leviatharsized gas field exists insideé LINJza Q
EEZ. If positive, these results will spearhead additional exploration, including the possibility of a
fourth licensing round. If not, they are likely to dissuade Eni from pursuing all of its existing
exploratory obligations in Blocks 2, 3 and 8.

LaN} SftQa I a AYyRddzAGNE A& (22 AYOGNROSNISR yR Ylé& yS§S
royalty paymat that may endanger the development of smaller gas fields.

Yy GgrteQa 9RAAZ2Y YR {LIAYyQa wSLBE2f Lz f SR 2dzi FNRY
consortium of four Indian companies led by statntrolled ONGC and as well as a Greek company, Energean

Oil & Gas, which in August 2016 bought the Taamid Karish fields from Delek Drilling and Avner Oil. In
5S0SYOSNI HamMTXI LANISEQa tSGNRE Sdzy / 2dzyOAf 3INIYGISR FA
Block 32 to the Indian consortium.

" Theodoros Tsakirigj / & LINYzZA Q bl (idzNI £ DF & { (NI (G S3& YMeDitBreaheart A G A OF f
Quarterly,Vol.27 / Issue 1 (March 2017), pp-30.
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Qearly, the rapid emergence of the East Med as a potential global energy hotspot attracted the
attention of the EU and Turkey, both of which regard energy hydrocarbons located in the region
as a valuable asset in reducing their external energy dependence.

3. EU and Turkish interest in the area

3.1. The renewed emphasis of the European Union

The prospective importance of East Med hydrocarbons for the EU initially emerged on the think

tank circuit in Brussels during 20413,"* but did not reach the level of official policy making until

mid-2014 when the region was first mentioned inthel Qa4 9y SNHE& { SOdada e { (1
potential supplier of natural gas. However, it has to be noted that naigaal exports from the

Eas Med are not a new phenomenon: between 2005 and 2012, several EU member states
imported Egyptian LNG from the two currently idle LNG liquefaction plants located in Idku and
Damietta.

The renewed attention of EU authorities towards the region emanatedomy from the fact

that two new significant gas exporters came to the fore, one of which is a member state, butg
Fta2 FTNRBY (KS ySSR (2 SyKFIyOS (KS ! yAaz2zyQa SEGS
with Russia over Ukraine. TBRBJES$Broposed a sees of internal policy measures to enhance

the ability of the Union to deal with major supply/transit crises by boosting domesicgy

supply and completing the internal energy market through enhanced interconnectivity and

solidarity, price liberalizatn and common crisislanagement mechanisms.

It also proposed a series of external policy measures that centred around the need to improve

the security of its increasing energy imports by diversifying its import sources and routes. In this
regard, theEUES® | f f SR FT2NJ WGKS 9! (2 Sy3ar3asS Ay AyaSy
Northern African and Eastern Mediterranean partners, in particular with a view to creating a
aSRAGSNNI ySty 3F & K dzb Howsgver,itHe $ext fel strirtkof paiBing%dzNE LIS O
specific policy action that would commit EU funds to any particular implementation project, and

RAR y2G aSSYy (2 RAFFSNBYGAIGS 060SGsSSy GKS 9! Q.
the resources of the East Med.

This all changed a year éaf as a result of the greater emphasis placed on the construction of
common energy infrastructures that would further ameliorate int&# interconnectivity as

well as facilitating the commercial linkage between EU markets andetibmenergy suppliers.
TheConnect Europe Facility (CEF) financial instrument was set up in order to materially support
enhanced interconnectivity through the promotion of several Projects of Common Interest (PCI).

2 |gor Taranic,d 9 dzN2 érdé&dy policies and their relevanceto the Easterna S RA (i § NI Ayigelbsy ¢
Giannakopouloged.), EnergyCooperationand Securityin the EasternMediterranean:A seismicshift towards
peaceor conflict?, The S.DanielAbrahamCenterfor International and RegionalStudies,(Tel Aviv University
Press2016),p.109.

13 EuropeanCommissionCommunicabn from the Commissiorio the EuropeanParliamentand the European
CouncilEuropearEnergySecurityStrategy SWD(2014330final}, Brussels28/05/2014.,p.16.

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
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Simultaneously, at the EU Commission and Council levels, a maitededtrategy focused on
ALISOAFAO FNBFra 2F AyGSNBad FT2N 0KS !''yAz2zyQa SYS
AONFGSAAO LINA2NRGE 2F adzllid @ RAGSNBEIAROF A2y o
publishedinJuy nMp X &aAYy It ERIA@I LRGBFIAGHNI 2F (GKS 91 adSs
Fa Wi 1 Seld KINAR NRET BWRATRINE A TAOF GA2Y 2F &a2d2NDSaxs
daK2dzZ R Ww¥20dza A& RALX2YFGAO &dzLlLi2 NI Qo

The EU EDAP clearly distinguished the East Med from the é&ouflorridor, indicating that it

would prefer an independent development of East Med reserves. More importgritlywhat

could be perceived as an indirect warning to Turkey, which is questioning the right of the
Republic of Cyprus (RoC) to explore theaxsiof its demarcated Exclusive Economic Zone (EEZ)
UKS R20dzYSyid dzyRSNXI AYySR GKS FIFOG GKIG GKS 91 ¢
also ensure that the sovereignty and sovereign rights of the Member States to explore and
develop theirnatur f NB &2 dzZNDS& ®F NB &+ FS3dzZ NRSRQO®

Two major projects emerged with strong EU backing under the PCI framework, promising to tap

Ay G2 GKS NB3IAZ2Y QA -wlagelelacSidtfin@rcdnifedtd prajektlEdroAsial KS K A
and the East Med Gas Pipeline (EMGP) proj&ct. 3
EuroAsiZ@ | 22Ayid @Syiddz2NBE o6S0s6SSy | LINRGIGS [/ etNK
Public Power Corporation (PPC), aspires to transfer up to 2 gigawatts (GW) of electricity from
Israel and Cyprus téttica in Greece over a distance of 1,518 km. Although the project may
struggle to find a market in Greece and could duplicate a venture promoted by ADMHE, the
Greek Electricity TSO (Transmission System Operator), to connect Attica to Crete, it would
signficantly enhance the security of electricity supply for the RoC by terminating its energy
isolation while progressively connecting it to the EU grid via Greece. In 2015, the EuroAsia
LYGSNOD2yySOiGi2NI NBOSAOPSR FTNRY (K& nece3sary desighoHp Y.
technical implementation and environmentaksessment studies, which it finished in late 2016.

In April 2017, the project was upgraded to the next level of planning maturity, which allowed it

G2 aSOdz2NB e wmn®dp YA Wfleledty findl REEY (Fipri §nd Egi@eering and 2
Design) study. The study is expected to be completed by 2020, and will allow the investors to

take the FID (Final Investment Decision) leading to the construction of the first 1 GW underwater

cable by 2022The CEF has covered 50 percent of all predssbciated costs so faf.

14 European Council, Council conclusionson Energy Diplomacy 10995/15, CFSP/PES@14, Brussels,

20/07/2015,p.3.

15 Ibid, p.4.

18 More on the EU and Greekapproachon EastMed Energy, TheodorosTsakiris,Greeceand the Energy
Geopoliticoof the EasternMediterranean,StrategicUpdate 14.1,LSHdeas,LondonSchoolof Economics(LSE:
June2014).

17 EuropeanCommissiond 9 dzNBiritescanhector - Design,Implementation and Environmental{ { dzRA $& ¢ =
3.10.:0028C¥SM-14, https://ec.europa.eu/inea/en/connectingeuropefacility/cef-energy/projectsby-
country/multi-country/3.10.20028cy-s-m-14; "Grant agreement to finalise the design of the EuroAsia
interconnectorsignedin INEAI 2 R IA@riE5 2017,

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
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The EMGR, the second, and even more importagtproject comprises the construction of an

ambitious East Med Gas Pipeline, which aspires to transport by 2025 between 10 and 16 bcm/y

of East Med Gas to Greece and, via Greece, to ¢tplpmoted by the GreedFrenclgitalian 1Gl

Poseidon consortium. In May 2015, the EMG#nalysed in section 4.2.1, belapgNBE OSA GSR € H
million to complete its pr&~EED studies, which confirmed the technarad financial viability of

the project although serious challenges remain regarding its eventual implementdtion.
bSOSNIKSt Saaszr GKSasS OKIftfSyaSa RAR y2id RA&O2d:
commissioner, Miguel Arias Cafiete, from joinihg briginal promoters of the project in Tel Aviv

in April 2017 in order to sign the first quadrilateral political framework agreement in support of
9aDt Qa A Y LIX®HSiyjdint dedlakayiom the energy ministers of Italy, Greece, Cyrus

and Israel BN a4 aSR GKIFG GKS@& adzZJdR2NISR WiGKS Sadlof A
FY20KSNI O2NNRAR2NJ F2NJ Il & adzZlli ASa (G2 9dz2NRPLISQX
strategic priority for exporting into Europe part of the current gas reservieshe Eastern
aSRAGSNRNI ySEyQo

Commissioner Cafiete, who said that EMGP is eligible for additional financial assistance from the

/ 9C Ay 2NRSNI G2 NBFOK Ada cL5 tS@Sts y20SR (K
Commission, we clearly suppoas it will have a high value in terms of security of supply and 7
RAGSNEATAGHAIKARMYS GH RNEASIH QEKF G WAy G(KS ySEG RSO
aSRAGSNNI ySty NBIAZY gAfft LXLFe | GAadrkEInNRES A
January 2018, in another indication of tangible support for the project from the EU, the
Q9dzZNRB LISIY [/ 2YYA&daAz2y 3ANIYGSR Fy2GKSNJ eon®dp YAf:
complete their FEED study and cover all licensing and permitting experns#®fproject in

Cyprus and Greedg.

182 uropean Commission,d 9 dzNBIntefichnnector - Design, Implementation and Environmental{ (i dzRA $ & ¢ =
3.10.:0028C¥SM-14, https://ec.europa.eu/inea/en/connectingeuropefacility/cef-energy/projectsby-
country/multi-country/3.10.£0028cy-s-m-14ttps://ec.europa.eu/inea/en/connectingeuropefacility/cef-
energy/projectsby-country/multi-country/7.3.1:0025-elcy-s-m-15

!9 Sharon Udasin, & L & NEurSpiean states advance plans for ¢ 2 NJ l&g@st underwater gas LIA LISt Ay S¢é =
JerusalenPost,03/04/2017

Vg wz Degldiationof the EastMed PipelineMinisterial Summitin Tel! @ A B¥essand Information Office of

the Republic of Cyprus 03/04/2017,
https://www.pio.gov.cy/moi/pio/pio2013.nsf/All/3E481E83C28B5163C22580

F7004DD29C?0OpenDocument&L=E

! Michael Tanchum,& 9 Backslsraelto Italy pipelineto alter EastMed energyO K $ & & 6 HutripeFDaily

News, 13/04/2017, http://www.hurriyetdailynews.com/eubacksisraeklo-italy-pipelineto-alter-eastmed-
energychessboad aspx?pagelD=238&nID=111949&NewsCatID=396

24 L (i Grée@eEyprusand Israelagreeon implementinga gaspipelinethroughthe Easternra SRA G SNNJ y St y ¢
lemed, 03/04/2017, http://www.iemed.org/actualitat/noticies/0304-italy-greececyprusand-israetagreeon-
implementinga-gaspipelinethroughthe-easternmediterranean

% & ¢ EgopeanCommissin will fund the technicalstudiesand permitting costsof the EastMed with € o n = p

Y AT f EfergyprEss18/01/2018, https://energypress.gr/inews/me345-ekateyro-i-komisionthrimatodoter
tis-tehnikesmeleteskattis-adeiodotiseisoy-eastmed (accessed 8/01/2018)
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3.2. Turkey and the relevance of East Med gas for Turkish energy security

As fossil fuels remain the main energy source for Turkey, hydrocarbon resources located in the
9Frad aSR Oly LXIFe& ISYWENBDI FIUNINRS He & yD ! 2/0] H N &sa
energy consumer in 2016, Turkey does not hold significant amounts of global reserves itself (BP
{GFrdAaAGAO0FE wS@OASG 2F 22NIR 9YSNHEI HAMTY HGO
individual inporter of natural gas and 17th largest importer of oil.

Hence, Turkey is highly exposed to risks in its energy security, and therefore it is of paramount
importance F 2 NJ G KS O2dzyiNE (2 RSONBIFIaAasS AdGa& SEA&GA
mitigatingthese vulnerabilities is crystallized in its vision of becoming an energy, habactive

contributor to the dynamics of international/regional energy markets as both a transit and
trading centre, with enhanced infrastructure including storage, processing conversion

facilities as well as pipelines. In this context, difezdiresources and routes would enable the

country to establish mechanisms of pricing and trade, with opportunities fexport that go

beyond the need to secure domestic demand.

CNRY | NBaz2dzZNOS LISNELISOGAGSS ¢dz2N] Se2Qa aidN) GS:z
rather than oil. The East Med is important for Turkey in terms of resource diversification and its
O2y G NAOdzi A2y -Oubanthiiid. S&Qa Sy SNHe@ 8

4. The impact of political conflicts and controversies on the
development of energy resources

4.1. The resolution of the Cyprus issue
The Turkish perspective

The intractability of the Cyprus problem has negatively affected the prospects of energy
cooperation in the regionThe Turkish position on the future of the existing and prospective
naturatgas reserves of the island maintains the collective and indivisible ownership of these
resources. Turkey categorically rejects the issuance of any concession blocks by the Greek
Cypiots until a final settlement is reached between the parties. The country is adamant that no
exploration or production activity should take place in the blocks claimed by the @waiot
authorities?® as it does not accept the Greek side as the rightieir and sole legal
NBLINBaAaSyildlldA@S 2F GKS WwWSyGaade (yz2eéey G2RI& | &
Furthermore, when it comes to the delimitation of maritime zones to the west of Cyprus,
YoSe2yR (KS 65aliSNYmeid NI e@@Iidik S Tarey Bserfsduit& o H
hasab initioandipso factorights that are inherent and do not need to be proclaimed, and views
GreekCypriot claims on parts of concession blocks 1, 4, 5, 6 and 7 as a violation of its

* Thisposition hasbeenreiterated, albeit in slightly different wording accordingto the contextand occasion,
time andagain latestof whichwas,d t NBetedsdRegardingrheGreekCypriot! RY A y A & HyNdocarhod y Q &
RelatedActivitiesin TheEasternMS R A (i S NNiirkjsMvinigtéy af ForeignAffairs,No: 228,13 July2017.
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sovereignty” Turkey has ddcl NBR (KI G dzyRSNJ y2 OANDdzvadl yoO:
companies to conduct unauthorized oil/natural gas exploration and exploitation activities in
0KSaSQ I NBFra 609NOA&SasY HAMMY oHUOUD® ¢2 GKS y2NIl
of Northern Cyprus (TRNC) has promulgated an agreement dividing the continental shelf
between the partie$® and with a separate agreement has granted Turkish Petroleum Inc.
(TPAO) exploration rights in the designated concession bilpoksnely, parts of Block as well

as 2,3,8,9,12 and 13.

Turkey sees the matter going beyond the Cyprus issue and the delimitation of maritime zones
concerning the island, with an additional bearing on lstending issues of maritimeone
delimitation and jurisdiction with f@ece and other states in the Mediterranean and Aegean
seas.

Also, Turkey intends to respond to ongoing Gr&slpriot efforts to exploit offshorgas
NEBa2dNOSad ! y{FNF LISNOSA@®Sa | O00Saa (G2 Sk aidSN.
important as the Blu-Tiblisi Ceyhan TurkishStream, Tr#wsiatic Pipeline (TAP) and Trans
LylLG2f ALy bl iddNIt DF& tALSEAYS o6 ¢* Futhermafe, LINR 2 S
Turkish Minister of Energy Berat Albayrak has explicitly declared that Turkey explzging for

oil and gas in the Mediterranedfihaving added another ship to its existing ff€eta statement

25‘S'TheGreekCypriotunilateralactionsdo not only disregardTurkish/ & LIN&x@Btingxights but alsochallenge
¢ dzNJ| rBadéitihajurisdictionareasin the Mediterraneanin the westof the L & f WhiRtéy df ForeignAffairs
of the Republicof Turkey,& D NB & LINWrildieeatActivitiesin The Easterna SR A (i S NJQEtoh& 25y ¢ =
2017, (online) http://www.mfa.gov.tr/greek-cypriot_sunilateralactivitiesin-the-eastern
mediterranean.en.mfa.

% 4 1 3 NB i Beyinditation of Continental Shelfin the Mediterranean Between Republicof Turkeyand
TurkishRepublicof Northern/ & LINS®ptember21,2011,ResmiGazete{ | 88#37,0ctoberl0,2012.

& .+ 1Albgyrak: W5 2 € I THE3R 018 ¥ S | SQUAllKE ¥ & PepasitesiniT 1, APTt ceA yOR $ilyon
Metrekiipe 4 P71 | NI OI.CE Eheffié ® Tabii Kaynaklar . | { | y OUuR € 2017, (online)
http://mwww.enerji.gov.tr/tr -TR/BakanlitHaberleri/BakarAlbayrakDogalgadletim-SebekemizirGunluk
TasimaKapasitesinlki-Yiticinde-400-Milyon-Metrekupe-Cikaracagiz

%8 “BakanAlbayrak: Son ceyrekte sondaj gemimiziAkdeniz'dedevreyel £ | O IS&8bB Afiguist 10, 2017. It
should be noted though that Minister Albayrakalso set the date of the said exploraion activity for Autumn
2017 and so far no activity as such has been carried out. Neverthelessthe posturing of the TurkishArmed
Forcesand Navyhasnot changedfrom November2014until now. Duringthe & . £2d&S tbi&rinualexercises
than Commanderf the TurkishNavalForcesAdmiralBillent. 2 & { | fagdeédadmthat ¢ dzNJ| éhswertd
any threats would be devisedwithin the & NXzif $y 3 | 3 S tife Wagbéentransferredto the Navyby the
Chief of Staff of the Turkish Armed Forces.& . Nt .S/&i( | yABg@jfatz] dzNJ Dehiz KudRetlerine
R S @ NB ®anizRaber 1> 2 |, yNo®Rmber, 10, 2014, (online) www.denizhaler.com.tr/bulentbostanoglu
angajmankurallaridenizkuvvetlerinedevredildihaber586 66.htm. As stated these rules of engagementare
basedon protecting Turkishand¢ w b fightain the EasternMediterraneanand are implementedon a logicof
progressivestagesof escalationthe laststageincludinguseof arms. Turkeyholdstwo biannualinvitex military
exercisedn EasternMediterraneantitled ¢ . f2dikS- fakd&x 9 I aal SRY G S Nahd ge@dysa standing
task force of a frigate, two fast attack crafts, two patrol boats and a submarinein ports on its Eastern
Mediterraneanboard, aswell asin Cyprusunder OperationMediterraneanShieldsince2006. Theunchanging
characterof the Turkishstancehasfurther beenconfirmedby Admiral. 2 & G | yWwigd T@@5aziantepand
the new sismicresearchvesself TurkishPetroleuminc.BarbarosHayraddint | @dthey havebeenon duty in
the Mediterraneanoff the coastof Cyprusd h NI Y RNIif y 2 8 6 @AkgeRi1'YYS a | A&Iélul 21,y a4 P
30 Nisan 2017, (online) http://aa.com.tr/tr/analiz-haber/oramiratbostanoglundardogu-akdeniz
mesa;ji/808317
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echoed by the Minister of Energy of the TRRIG.declaration by the Turkish Ministry of Foreign
PFFEANR adFdAay3a (KIS IKBdzNE2ty { BB &2 ENIISRa SERLI RRSi
O2yaSyid 2F GKS ¢dzNJA&AK /@LINA23G aARS NB3IIFNRAY3
Turkish stance, and this position should not be expected to change in the future in the absence

of a setlement of the Cyrus issud (rkish Ministry of Foreign Affajra013)>*

The Greek and Greek-Cypriot perspective

C2NJ 4GKS wSLzotAO 2F /@8LINMHza> (KS RAaAO0O20SNER 27
FYSEA2NIGS Ada LRaraidAzy 4G GKS yS3z2dAldaAiay3a i
OKIFfftSy3asS F2NJ G§GKS w2/ Aa G2 2NN YR Sl KIzZNJ WHNE LINA
g2dzZ R 3ISYSNIGS GKS AYLISGdza F2NJ I O2YLINRYAAS
NEO2AYyAT ANBOGE K3 YSRE WedzN) A dK wSLlzot A0 2F b2 NIKS
RSGSt2LIYSyd Ay O 8ASY W2 aQ2AYOLOINRAY A 4 S LINR @S &

¢tKA&d Aa | RSEAOFGS olftlyOS IyR O2dzZ R LINR@GS (2
2F adzadGl FF 1 1Ay OA ZLINKGE It NBHR RSwed /a 2 1BNRIRS R KB BBO |5
LINBRS OHiz2a 20NB2 &S 2 F ¢ dENJ(IRe GeKSS yONRGI A@F XS A dadzSa 2
iKS tA0SyaAry3a LINRBOSaa F2NJ GKS Aaadaiy3d 2F Sk 2
GKS 31 &8 NBGSydsS aK2dzZ R 6S RAGARSR YR 600 GKS—
2 A0K NBaLlSOu G2 GKSaS AaadzsSaz aN ! {AyOA FyR
GKS w2/ Ay 3ANrylGAy3a tA0SyasSa (G2 LYOGSNYyELiGAz2yl €
NEfFGSR I OGAGAGASA®?EF0 2 NRBNANIR 2V FIRIMKRS YWINRYZALIRG (&
0ST2NB | az2fdzZiaAzy A& NBFOKSR YR 600 KIFI@S |fsgl
G2 ¢dzN]J Sé& a (GKS 2LIGAYIFE 2 LIRS TNI GiEK SLIZv2 N IBAIG
dzy  yAY2dzaft2F NBERSOG T2 NBYSYIINRYSERREWNYRAKAY (KS
a2fdziAz2zy G2 GKS /@LINMza [[dzSaGA2y d

¢CKS YIFAY NBFazy F2N) 0KAa | LIINZIFOK NBflFGSa (2
G261 NRa GKS w2/ Q3 IGGSYLIia ySNERYyBBMAEBGHANIKS 4
RSYINDIFGSR 02NRSNARX SaidlofAakKSR Ay (GKS 99% | 3
[ Soly2yY ovHnnTlO FYR LANISE OHnAmMnO® ¢dz2N] S& KI & vy
FYR KFa adzZJR2NISR [LENIEEDE P2NIKSNIY IOP YA D 2 dzy R

2g ¢ NNJ Adénivé Karadenid | Y Fenikkdt March9, 2017.

¥ EYY e RSY pdir@ ReSgaz aramayadevam S R A & Bnidi Bnstitisii Sept., 8, 2017, (Online),
http://enerjienstitusu.com/2017/09/08/kkteakdenizdepetrol-gazaramayadevamediyor/

%a{ G (G Reg&dindthe Claimsof the GCAS®n HydrocarbonResourcesn the Easterna SRA G SNNJ y St y ¢
TurkishMinistry of ForeignAffairs,No: 83,23 March2013.

% |t is notable that upon the announcementof the 3d LicensingRoundMr. Akinciprotestedthat the Greek
Cypriotsdid not includehim in the decisionmakingprocessand warnedsuchactionsa ¢ &réatetensionsasit
hashappenedin the LIl & Hitg:/Avww.reporter.com.cy/politics/article/50027/akintzyparchoynthematasta-
opoiaechoymeplisiasej28/03/2016

% MenelaosHadjicostis,& ¢ dzNEypridtklead: GasMay Fund Peace5 S I AssoEiatedPress,04/04/2016,
http://www.usnews.com/news/business/articles/20164-04/ap-interview-turkish-cypriot-headgasmay-fund-
peacedeal
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GKIG 020K ¢FYIFENI YR [SOALFGKEY FNB f 20V 1 BRI @azNI
NEFdzalf (G2 NBO23IyATS bAO2aAlQa 99% | ANBSYSyida
SEAAGRBYIOSS 2wS1LJdzot AO 2F / @LINHza &aAyOS Al OflAvYa
NB LIz f AOd ¢dzNJ S& O3 & Al GiSKRS |yiS | INBIESNRUEVOWE WRS f 84
SAGKSNI RANBOGfe o0.t2028 WES nCAZpEA & K A/RLIEIOM 2 N
YR Mo0ZX YR FGOGSYLIWISR (2 dza8S Aida YAfAGFINEB YA:S
OF NNEAY3 2dzi GKS SELX 2N} G2NEB RNARffAYy3 (GKFG RAA

Figure 4.1¢ Gas fields and T/C afas in the eastern Mediterranean
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¢2 YlIye DNBS] /@LINRA2Ga A0 A& AYO2YLINBKSY&arof
Ff A3dySR (KSYaSt@dSa oA0GK ¢dNJAAK OfFAYa aiayoS:s
Fda SAGKSNI ¢dZANJRAMNEK 2 2 0] &dzdzNJ XNa ki K82 a NES 2 FyiAriSS N
A2Q0SNBAIYy(Ge 20SNI Aldd {23 LINBadzykrofeéesxs F2NJ ¢dzNJ ¢
AYRAOFGSR AY CA3Id2NBE odmz F0620Ss GKS FASER Aa
LIN2POf A S RBEtGb A K A8 RQU KA RyolyEEA &8 1HhS AY HamMHO ¢
Ydza i &adz2NBfeé o0SY K2g O y-2 @RKSENEKINY A ZBS NIEHLINER & & -
FOO2NRAY3 (2 (GKSAN 24y YI LA cB$5ay20 2Kl ©@F dzNE
FOl1y26ft SRIS TKSI P2y & 20 3INKSA Ty K

% SimonHendersong ¢ dzNJrHBeatstailsrael'sNew Gasw A O KTheéWashingtoninstitute for Near Eastern
Policy, 13/09/2011 http://www.washingtoninstitute.org/policyanalysis/view/turkeyghreat-to-israelsnew-
gasriches
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a2NB2OSNE DNBS] /@LINRA2Ga y20S GKIFIG AF ¢dzNJ Seé

$SaiSNY RSYINDIGSR o0f201a 2F (GKS wiORQAI AYSYI | 6

KSt ¥ GKS NBOSRAGIGZ OMd SONBYS Hyar ASTEFANRIEE | ye 20 KSN.

Mmn YR Mm YR (GKS o0A33Sald LI NIha 2F0KIFKIY] & Ks |
|.

w2/ 2NJ AGA FTSRSNIf a2dz00SFazNJ aidldsS aKzdA R | az

Figure 4.2 Turkish claims ithe Cypriot EEZ as areas falling within its Continental Shelf

12
Alleged Turkish continental shelf area overlapping
with parts of the Cypriot continental shelf/EEZ
Equidistant Line
between Turkey & Eqypt
T e 17 rebraary 2003 ECZ Dalimitaton Agreement. B e ot Cypms
17 January 2007
s Boundaries of Cyprus-israel Ry Continental Shelf Delimitation
EEZ Delimitation Agreement, 17 December 2010 "Agreeement” between Turkey
and “TRNC", 21 September 2011
Source: lonnides (2017)
|l 26 O2dzZ R GKS ¢dzNJ A&aK /@LINA2ia RSYFYR | &Kl NB
iK2aS FNBlFa dzyRSNJ I FSRSNIt / 8QINA 2aiS taziyr 30 S 24 Fa 2
20KSNJ GKIFIYy GKS w2/ K 99%a |NBE RSTAYSR GKNRdAAT
3S23N) LIKAOI f SyuAridiAarsSa adzOK Fa GKS AatryR 27F |/
GKEFEG (eSS 2F LREAGAOINI ayaibyOBFSRENNARGE FNR

% Nicholas loannides, Turkish Maritime Claims Offshore Cyprus,Eastern Mediterranean Policy Note #18,
(September2017),CyprusCenterfor European& International Affairs, Universityof Nicosiap.3.
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GKSYyaSt @gSa oed tNBadzylroftesx AF ¢S F2ff206 ¢dzNJ
LINEALISOGADBS SySNHE NBxddADI A AXWRE AGS fy2yid OK2 935
GKSY® b2 20KSNI NB\E MVIFSINYE GFARS/S L hJ2 6 SNI KI a & dzLJ
Fo2@PSYSY(GA2y SR -/CHINNMAK GQINI AYWAN] M@ KGKS SFaldSNYy a

hy GKS O2yGNINBX Fff | OG2NAR NBaLISOG FyR adzl
¢CdzN) SeQazaPiAPE RYIRI NBIINRfSaa 2F GKS O2yiAydz
938 LJi KFra yS@SNI ljdSadiAz2ySR Ala uwnno 99% | INBS)H
-/ 2YY2y PyAGATEFGAZ2Y 1'ANBSYSyd o/7!' 10 GKIRG I
3S2t23A0f RFEGF FNRY GKS RAAO2OSNER 2F (GKS %2 KN
¢tK2a4S RFEGF ¢6SNB dzaSR o0& bAald2airl G2 dmrdzy GKANKAE
G§SYRSNBR .f2014a ¢ vy YR mn (23 NBaLSOGA@Stex
[ SolKRY &S0 G2 NIXGATe AGA wnnt FANBSYSYld 6AGK
2OSNI FLIAY3I OflAYa 6AGK LANFYSE NFYGKSNI GKIFy ¢
OKIFfftSyaSR w2/ Qa a20SNBAIyiGe 20SN .2 ARAY oND IR
FIANBSR G4Sy @SINAR 323 | yR RARS wWHESRBUGIFA O § K8 X |
.t201 oo
13

5SALIAGS AGa KIFfFKSFENISR NFLLINROKSYSY(H 6A0K—¢0
FINBSYSy(d BAYENILIKS w#H/ fA1Ste (2 R2 a2 Ay ((KS
'YS ¢gK2 KIFI@S LldzoftAofte y20SR (KS ySSR (2 NBI OK
080G6SSy (KS AaftlyR 02YYdzyA (i ASRIENIKY B SF iyIRaE RS 7
KIFEILJIOSyTRENBE 2t dziA2y Ada NBFOKSR YR KI @Y 8yLINASNI NEF
Of FAYa 20SNJ LI NIGAa 2F GKS w2/ Qa 99 %o
bSAUGKSNI 2 aKAy3AG2y y2NI [2YR2Y KI @S SOSNI Lzt A C
KSI RIjdzF NI SRBARA & BA GKSAWI FNRY Ay@gSadiay3da Ay (GKS
LINEaSyO0S 2F {KStf IyR b2otS Ay .t201 MH |yR 9EF
LINE RADKARIAWE SYSy G O2y G NI OO 6AGK bAO2aSkaA/ND LI
NRdzy R4 Aycwon ayySKRMemdiicd RAA&A&ddzZ RSR O FNRBY R2Ay3I &
YATAGFNE YR SORYOKADY Ot ESYyIaAYyOS HamMuHI | KN
Lh/ R2Ay3 o0dzAySaa Ay (GKS w2/ o

I LROGSYGAFf NBazftdziAzy 2F (GKS / @LINHza jdzSaGAz2y
ASOdNAY 3 | OOSABLINRANG (E&BYYdzN] A& Ki2 (GKS | RRAGA2)
SELRNIAE 2F KeRNROFNDb2yaod . dzi yRNA ARNNGGE 2 dA1 3228
Y2YySGATFGA2Yy 2F GKS NBaSNWSa RA&A0O2OSNBR AYAARS

% TheodorosTsakirisg ¢ KGHts of Aphrodite: The Needfor CompetitivePragmatisnin CypriotGas{ ¢ NI (G $3& ¢ =
in AngelosGiannakopouloged.), EnergyCooperationand Securityin the EasternMediterranean: A Seismic
ShifttowardsPeaceor Conflict?(TelAvivUniversityPressFebruary2016),pp.22-36
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4.2 What future for Israel -Turkey relations?

Given their geopolitical influence on the region and their roles as, respectively, key praohacer

consumer of hydrocarbon resources, Israel and Turkey have an important stake in the
establishment of an enduring regioradoperation framework. Despite this objective, Turkish

Israeli interaction comprises a surprisingly uneasy and reluctant rektipnMost importantly,

the level of visibility of their relations was, and still is, strongly correlated with the outlook for
PalestiniagL & NI St A NBf I GA2yad LiGa NBflFGA2ya GAOK L
domestic politics and the obstindt> Ay Y SNJ AGNHzZ3E S 2FSNJ ¢dzN] Se&Qa
ebb and flow of relations can be connected to the political attitudes and behaviors of social
F2NODS& Ay ¢dNJ SeQd8 R2YS&GAO LI & Atihds @olbe notedJ OS Q
that another factor pertinent to Turkigfisraeli relations is surely the role of the United States.

The nature of the relationship remained largely unchanged from 1996 until 2009, when Israel
executed Operation Cast Lead in Gaza. A bitter exchange of worigy dhe World Economic

C2NYzy YSSiAy3da |G 5F-@2a o0SGs6SSy ¢dzNJ Se@Qa LINA )Y
Israeli president, Shimon Peres, substantially worsened relations; the Israeli attack bravhe

Marmara flotilla, which had been aiming to ba& the Israeli embargo on Gaza, that led to the
1TAfEAY3a 2F YAYS ¢dzNJAAK ylFaGA2y Il fa Lz ﬂKSﬁM
NEBaAIylr A2y 2 Fg theKRés TurkighphazingnBterdavho had also been the
A2FSNYAY 3T 9 Yit OR DHNASGALQY S palicy guruN goQratipoir, aNB A I3y
rapprochement became possible. Although this was in part due to the prospect of hydrocarbon

deals between Turkey and Israel, the primary reasons behind it are surely more complex and
concNy ¢ dzNJ S&Qa fFNBSNJ &GN G0S3IA0 KFIoAdGEG®

At the lowest point of bilateral relations, the Israeli side seemed to be restraining itself in its
diplomatic tone. The reasoning behind this attitude has been attributed by some in Turkey to
pressure on Israel to gets newfound gas reserves to European markets through a pipeline
FNRBY LaNIStQa 3IAlyd [ SOAL (i KChwferetThrkef iR invésting bK S ¢ dz
create a Special Energy Industry Zone. It could be said that overall Turkish attitudes towards the

37 Eventhough these two analysts,perhapsdue to their own political preferences,are somehow largely
underestimatingthe Realpolitikaspectof the bilateral relationstheir assertionis accurate Ali. | far@Puncay
Y I NRil- ¢sreSangingDynamicsof ¢ dzNJ Belatbaswith Israel: An Analysisof W{ S O dzNA iingight G A 2 y Q¢
TurkeyVol.14/ No.2/ 2012pp.99-120

¥ Thisattitude was reflected in various statementscoming from the Turkishside. Then Minister of Energy
Taner, P fwerPdn recordto saythat; & L 4 MR $& (i AdiTdrke$fér & (i KIBR 2488 diii Kr§ect would
not be feasibleif the gasis not transported over ¢ dzNJ, & € & NJ okifr RS NBHabek, Apél 3, 2014,
(online) https://www.ahaber.com.tr/fekonomi/2013/04/03/israilderozurenerjisi The Turkishview to this end
is also observablein the way that Turkishpresshasreflected statementsof the Israeliside on the gasissue.
G TaNI A fIQRRSlyT | Yirkiye omazsa 2t YI 1 X &éb. 8, 2016, (online)
http://akademikperspektif.com/haber/2016/02/08/israilderaciklamaturkiye-olmazsaolmaz/, Also Turkish
energyindustry executiveshaveat times declaredsimilaropinions.a T a3 ighfblmazsaolmazNER i Nov£
28,2014, (online)http://luzmanpara.milliyet.com.tr/haberdetay/gundemz2/israfgaziicin-olmazsaolmazrota--
-/8000/8509/.

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
innovation programme under grant agreement No 692976.



https://www.ahaber.com.tr/ekonomi/2013/04/03/israilden-ozur-enerjisi
http://akademikperspektif.com/haber/2016/02/08/israilden-aciklama-turkiye-olmazsa-olmaz/

F E U T U R E Online Paper No. 28Gas Developments in the Eastern Mediterranean:
Trigger or Obstacle for EQurkey Cooperation®

issue of East Med gamsansportation routes have been (and largely still are) predicated on the
indispensability of the Turkisioute >

Since June 2016, Turkghd N} St A NBf I GA2ya KI @S RAALI I &SR

/ 2t 0 2antl wilkn®sf ikely continue to do so. Full, lelegm reconciliation will require

patience, persistence and prudence on both sidess Ty prove to be no easy task under the
OANDdzradlyOSa RSTAYSR o0& (GKS NBIA2yQa 3IS2LRf AL
However, it is worth noting that, since 2009, the two countries have in fact found a way of
compartmentalizing theirelations. Bilateral trade has enjoyed a solid upward trend since they

ratified a freetrade agreement that had been in force since May 1997. In fact, trade between

the two has been on a very solid footing for the seven years since 2009 and, despitalpoliti

issues, has never fallen below its 2008 level after what one might call the initial shock of 2009.

In the near future, Turkistisraeli relations will remain susceptible to the ups and downs of
Palestiniaglsraeli relations. This is the case not onlycdese of the ideological disposition of

¢dzN] SeQa OdaNNByid 3I20SNYYSyils S@Sy (GK2dzaAK GKAA
of the fact that the history of Turkisgfsraeli relations is a testimony that Turkish public opinion

visa-vislsrael tends to sway according to the circumstances of Palestinian issue.
15

4.3 Egypt and Turkey: competition or collaboration?

Domestic policies affect relations between Turkey and Egypt, with implications on those
O2dzy i NAS&AQ gAff Ay Jgbdparationinaghe BewraNiBgsm.(indéey, th&ofisethoH &
GKS WINIYO {LINAYIQ KIFa dz2JaSi NBftlFdA2ya o0SiGeSSy
has had an agreement with Cyprus on the delimitation of its EEZ with the island. The initial years

of the Ard Spring coincided with a particularly strong rapprochement between the two, which

turned into a deep alienation after the ousting of Egyptian President Mohamed Morsi. The
coming to power of the Muslim Brotherhood (MB), with Morsi as elected Presidergypt Evas

greeted positively by Turkey partly because even before the AKP won power itself, the
mainstream Turkish political Islamist movemer2 NHI YA T SR dzy RSNJ A& WaaiNEB
CWlI g AGASET Fa LINIG 27F | (DNAIS BOL4Y &th anedpkcialz T L a
sympathy for the MB® However, even though the AKP could be seefi &S a4 O0A 2y 2F 9 NJ
National Outlookmovement,going beyond ideological affinity, the support that it letadMorsi

and the MB should also be attributed to the opportunity that Turkey saw for advancing its

% In a statement5 | @ dziioRtéght dalledwhat he dubbedasd i KBi@ekCypriott f Itg/téansport the gas
through alternative routes, namely EastMed GasPipeline,& y A& | f AHe saikl:Oréirkegis the only place
where that gascango. It cannotgo anywhereelse.Whenyou look at this area,which country hasthe energy
deficit and the energydemand?Very well, if it is wanted to be transportedto Europewhich route would it
take?Eitherfrom underthe seato Crete,from there to Greecethere are suchlargefault linesthere that it is
impossibleto passthere. So they are 02 y & (i NNuhy PR &6bYIPD MBSt Qdzitmicin Rumlara3
Alternatiflit f I Sfad, March28,2013.

0 Senem! & RCRizfit, & ¢ KSBesawFriendshipBetween ¢ dzNJ APand 9 3 & WNIudii. N2 6 KSNK22 R¢ =
Carregie Endowment for International Peace, July 24, 2014, (online)
carnegieendowment.org/2014/07/24/seesaftiendshipbetweenturkey-s-akp-and-egypts-muslim
brotherhoodpub-56243.
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interests in the region. For instance, Turkey immediately extended a US$2 billion credit line to

a2 NE A QEA High eevél Srategic Cooperation Counai wstablished in September 2011,

according no less than 40 bilateral agreements during the two meetings that it held in 2011 and
201222 KSy O9ONR2€E€ElY GAAAGSR 938l Ay {SLISYOSNI HJ
political leader (Kirkpatrick, 20113.

¢tKS GARS RSOAaA@Steé& (dNYySR 6AGK GKS 2dzadAy3a 27
overnight became a liability for the bilateral relationship. Following the coup in Egypt, Ankara
repeatedly branded its government illegitimate and pressutieel international community to

follow suit (Kader, 2013: XX). After Turkey asked the UN Security Council to impose sanctions on
GKS ySg¢ 938LIiAly ! RYAYAAUNI G0A2Yy AY Haocwsed ¢ dzNJ
Egypt, along with Saudi Arabiaandys6 2 G KSNJ DdzE ¥ adl 6Sax 2F | OGAQ
bid for a seat on the Council in 20%4ln November 2013, the countries also expelled their
respective ambassadors. As Turkey is said to be hosting news channels affiliated to the MB, and

as a cosiderable number of Brotherhood members found refuge there, Egypt has reportedly
detained 29 individuals on alleged charges of espionage on behalf of TArReypresent,

therefore, Turkey and Egypt are at loggerheads. From Syria to Qatar, on almogjiatiare

issues, the two countries could be said to be on the opposite sides of the aisle. Even though6
TurkislgEgyptian Council meetings were convened in Cairo in January 2017 after a gap of four
years:® and a delegation of Turkish parliamentarians has edsiEgypt for a meeting on
O22LISNI GA2y Ay GKS S| &S Nya fledrdi dmniizayios lofy 6 A
relations between the two countries seems highly improbable in the near future. This prospect

also renders any cooperation on East Med egergsources between the two countries, or
facilitation of such cooperation by one of the parties between the other and third parties, a

rather distant prospect.

5. Players and solutions for regional coordination

5.1 The role of Egypt

Egyptcg the secondargest gas producer in Africa after Algeria, and a gas exporter to Israel and
Jordan since 2008 owns one of the most highly developed LNG and export infrastructires

% a P arADPikdern2RilfarR 2 f Bth;ISEpt.15,2012.

a4, NR BuSeyliT 6 0 AaNF(AFEYAA T YTICE. I NUR & S KargufDRlpmasisiY 2 2 NR A V.| (@hlin®X N € N
https://kdk.gov.tr/haber/yuksekduzeyliisbirligimekanizmalari/452

* DavidD. Kirkpatrick t NB of KugkdyrakesRoleinw S 3 A BhgNewvrYorkTimes Sept.12,2011.

* & C aartainGulfcountrieslobbyingagainstt dzNJ Bady$abahJanuaryl3, 2015

& 9 3 @etalits29 peoplewho allegedlyspiedfor ¢ dzNJ Th&lérdanTimes Nov.22,2017.

4 5 |, NEifadanSonraTirka P aABNMImus N1 Sy £ Y8nf R ATélafjuanB0,2017.

* Yurdagil A Y 6SQ NN RETENA 61 A NISIND fYIIZKASE2NMINews Oct. 20, 2017 (online)
https://tr.sputniknews.com/columnists/20171020103068698& kiye-misir-iliskilerknormallesiyormu/

*® TheEgyptianinfrastructure is composedof two LNGplants, locatedin Damiettaand Idku,andtwo pipelines,
the El ArishAshkelonPipelineand the Arab GasPipeline.The total LNGexport capacityis calculatedat 19
Bcmlyear.(Tagliapietra,201714) SimoneTagliapietra,Energy:A Shaping Factorfor RegionalStabilityin the
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the eastern Mediterranean. Largely because of high demand spurred by the shareial s

in electricity production, which stands at 75 percent (Samir, 261@nd an insufficient
diversification of both resources, Egypt had to stop exports in 2012. In such a context of resource
scarcity, the gas and power shortages that the countrty buffered since then had an important
AYLI Ot 2y a2NBEAQE FlLiGSo

Figure 4.1 9 3 & LJ{-&xgort i#ftastructure
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{ 2dzNOSY hodSNBIi2ANBE aSRAGSNNIYSSYy RS fQ; YSNHAS OHAMM

EgypRad F2 Nl dzySa aSSYSR G2 0S OKIFy3IAy3a AYy HAMp &,
which came into production at the end of 2007 2 AGK | WLRGSYGAFf wn &S
level of 2600 n 0 OYk &SI N | yR &5@ hcrk,Xohric&ildo SNBWIS NDISZ 2 NMIFNE €

EasternMediterranean,EuropeanParliamentDirectorateGeneralfor ExternalPoliciesPolicyDepartment,June
2017

*MohammedSamir,a 9 3 &HnkrgYratureBetweenRealityandC | Y (i | BailySewsEBypt,June6, 2017.
% Ahmad Rahim,& 9 3 & Eldittficity CrisisPosesAn Early Challengefor Morsi & Al Jazeera July 24, 2012
(online)https://www.al-monitor.com/pulse/politics/2012/07/worsenindiving-conditionsin-e.html
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938 LIiQa O2yaidNyAYSR 3F& Y N) $dn®016,ZbhH mihokity. JA S G NI
stakes in the Shorouk concession, where Zohr is located, have been sold to BP (10 percent) and
Russian oil company Rosneft (30 percéhtiiowever, the question remains: will Egypt have

excess capacity to pool and export together with other producers and potential producers, like
Israel and Cyprus?

Indeed, Egy®2& 3I1 4 RSYFIYR KI & AYONBIFIASR o0& FfyY2ad o
and @s has come to represent 50 percent of its energy supply from 35 percent in 2000. The

domestic demand in Egypt for natural gas will keep on growing; the Egyptian Government
NBEOSyihGfe airaySR | ey -dfisiéntymn@tufagad poyet plehtOat a tdt@ NI G K N2
OF LI OAGE 2F wmnon D2 Ay FFTRRAGAZ2ZY G2 aSOdaNAy3 U
K2dza SK2f Ra (2 yI (dzNJ £ 3aQ oO0{lFIYANE HAMTUOUO® |V
developments, Egypt might remain a net gas impoqg or, at least, a nowexporter ¢ into the

foreseeable future. A study on the level of energy security in Egypt found that the ratio of total

energy resources to total consumptid@ G Yy R& | G F2 dzNJ & S| Naasdméz H Qo n

scenario (Atlanand Rapiea, 2016: 693).

¢tKAAa O2YyGSEG YAIKG Ffaz LINRGARS +y 2LJJ2NIdzyAdeé
to export for whatever reason, its LNG export infrastructure might also be available for them tol8
utilize rather than it lying idle egpecially when one considers that, when it comes to companies,

the ownership of exploration rights of the fields in this part of the world presents important
overlaps. Hence, at one level, cooperation between different interests and the integration of
projects located in different sovereign zones might seem to be relatively easy at a first glance.

In terms of existing circumstances, this could hold true especially for both Israel and Cyprus,
GKSNBE %2KNDa YIFIAYy &aKINBK2f RSNE 9yAX KIFa NBf SOl

After reaching their 2003 arrangement on delimitation, Egypt and Cyprus initialed a document
intended to further their cooperation in August 2016. However, drilling activities in these blocks
are expected to create heightened tensions as Turkey is adamant @ecprng its rights in its

*1 Simone Tagliapietraand Georg Zachmann & 9 3 #aldis The Key To The EasternMediterranean'sGas
C dzii d&Falés Nov. 29, 2015, (online) www.forbes.com/sites/realspin/2015/11/29/egygholdsthe-key-to-
the-easternmediterraneansgasfuture/#16a78cedb7bf

2 Enij, 4 ¢ KHistory of %2 K IR#i, Yaccesed) Nov. 22, 2017, (online) www.eni.com/en_IT/operations/
upstream/exploratioamodel/zohregypt.page

*3 Thisindicator measuresthe number of yearsin which availableenergy resourcescan meet the expected
demand.(Atlamand Rapiea2016;685)

* The samestudy foresees?5,8 yearsunder a new discoveriesscenario.(Atlam and Rapiea,2016; 694) An
earlier study findsthe sameratiosat 16,7yearsfor oil and 36 yearsfor gas(Ediger Devlen,McDonald,2012;81
-82) VolkanEdiger BalkanDevlenand DenizBingéIMcDonald,& [ S @ | ByiyiilKD{iun:5 2 & dg R S yEndrjiQ A v
WS 2 LJ2{ A dz& € N 6B B&ID, NS 38 Spring2012,pp 73¢ 92.

°° Forexamplewhile Aphrodite and Leviathanhasoverlappingownershipstructures,while the samecompany
that discoveredand holdsmajority stakesat Zohris declaredto haveanintention to start a drilling campaignn
GOl f fcdhéessionblocks declared by the GCA,namely 8, 3, and 6 with slightly differing partnership
structures. The Turkish Ministry of Foreign Affairs declared that some of these & &called blocks in the
Mediterraneanfall squarelyon the Turkishcontinentala K S ¥ ® ¢
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maritime jurisdiction aread® In addition to these geopolitical risks, the commercial dynamics
affecting the marketsg such as decreasing prices of LNGwill remain a critical issu¥.
Therefore, even though Egypt might chooseftiother its coordination and cooperation with
third parties, it might prove difficult to realize these regional, cagitéénsive, longterm export
projects¢ and the cooperation schemes on which they are basedthout a certain consensus
being presenamongst all of the interested parties. Indeed, although Egypt might hold the key to
the future prospects of East Med hydrocarbons, the complexity of the issue makes it difficult for
any one party¢ or even a convenient combination of partigsto overcomethe risks and
burdens involved.

5.2 The role of Turkey

Turkey perceives issues related to Eastern Mediterranean hydrocarbons not merely as part of a
broader energy deal that would contribute to its energy security but, even more importantly, as

central tothe debate concerning its wider sovereign territorial rigitend not limited to the

eastern Mediterranean. As such, the issues of delimitation and exploration activities by third
parties in the East Med are topics of very high sensitivity for the codntnt y G KA & aSyasS=>
approach to East Med hydrocarbons should be expected to be both preventive and proactive19
CKAa Aa y20 2yfteé LINI FyR LI NOSt 27F ¢dz2N) Sea&a—
KSIF@At& 2y ¢dz2N] S& Qa spettitdNPals®OdoZely detiziminedyby domtdrda LIS
about maritime security and the issue of the delimitation and sovereign rights on areas of
maritime jurisdiction. For Turkey, these matters are not limited to the eastern Mediterranean

but also encompass itdongstanding issues in the Aegean with Greece. Under the
circumstances, the Turkish approach to East Med exploration activities necessitates recognition

2F GKS O2dzyiNEQa a42@0SNBAIY NAIKGA a aSh F2NIK

Figure 4.2; The Turkish EEZ in tkastern Mediterranean and overlapping Gre@ipriot blocks

% TurkishMinistry of ForeignAffairsshowedits reactionto suchintentionsby informingcompaniesand calling
the situationd Iconflictwaitingto K I LILIS y ¢ @

" Remarkablyan expert opinesthat, & 3 frain Israeland Cyprusexportedto be liquefiedat 9 3 & Itvib @@
LNGplants at Idku and Damietta, for export to Europe,cannot O 2 Y LISnitHSthe present market prices.
(Ellinas,2016fharlesEllinasa 9 3 npaigton Cyprusand Israel(PartL L Strat&insight May 8, 2016, (online)
https://stratainsight.com/2016/05/06/egypimpacton-cyprusand-israetpart-ii-by-charlesellinas/

This project has received funding from the EurogeafA 2 y Q& | 2 NAT 2y Hnun NB&SHNL
innovation programme under grant agreement No 692976.




F E U T U R E Online Paper No. 28Gas Developments in the Eastern Mediterranean:
Trigger or Obstacle for EQurkey Cooperation®

THORKIYE

;
J | 321618
: :

= 13
i 8 s
10 " &
N..
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CdZN)J AaK aAyAaidSNI 2F 9ySNHe !'fol@&Nr]l KIFa 2Lyt
any and all kinds of cooperation for the commerkidl G A2y 2F (GKS 91 adSNy ¢
FyR adNRy3Ifte o0StAS@Sa Ay (GKS I NBdzYSyid GKI gy Wi
lfolF&@Nr1 KFa ftaz2 adldSR GKIFG WedzNy Se Aa GKS N
an important regionahctor, as well as a reliable partner and shouldnot be assessed through the
fSya 2F RIFEAfe LREAGAOLIE RSolGSas Oz oadthel dzNJ f
sametimei KS [ SOALFGKIY [/ 2ya2NIAdzyQa 2FFAOAIE LINBAS
route as analternativeto thedzi A f AT F GA 2y 2F 93&LAMMaEQYRIING [ bD
option is not a foregone investment opportunity either: the International EyeAgency (IEA)
adlrisSa Ay AGa Df2olf DIFa {SOdNARdGe wS@PASs GKI G
LNG markets are not expected to rebalance before the-tmm H n a f@rznow; BNG ‘Prices
NEBYFAY 26 OX8 I yR RSY!I viaRkeepidKpade Yith TheBRdditloy & NP 6 d:
supply (IEA, 2017: 13). The low prices and existing political and market risks and uncertainties
YI1S GKS O2YYSNDAILItATIGAZ2Y 2F GKS SIadisSNYy a8
(Ellinas, 2017

On theexportroute issue, the prevalent mood in Turkey (Karagdl and Ozdemir, 2088255
O2yaARSNB (GKS 9FaiSNYy aSRAGSNNIYSFYy DFa tALSE

% 41 f ol BON& Pd¥nra enerji A K NI O2 i ke® B8PS NEE A DMbyeimbeg, ®,52017, (online)

http://www.enerjigunlugu.net/icerik/24757/albayrak 0-yil-sonraenerjiihracatcisiolacagiz.html

9 Delek Drilling, & . h ! aEjmerging Markets Corporate Conference t NB & Sy (i JufieA 17¢ =
http://www.delekdrilling.co.il/sites/default/files/media/document/field_ev_presentation/DD%2023052017%2
Ovf.pdf, SeeSlide24.

%0 CharlesEllinas & C dz(i@zhlEngesfor EastMed 9 y' § NBydréisMail, Oct. 15, 2017, http://cyprus-
mail.com/2017/10/15/futurechallengessastmed-energy/

®1 Erdal TanasKaragoland . N & Relnep Ozdemir, ¢ N NJ A ENegi Vidasst Merkezih f Y & P & iz
I 1 RS yRbll SEXAV2017.
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LA LIS RNBIF YQ 6 ¢°F dédpiteltHelifatitivt i& hasH beem Tdéckred paoject of

common interest by the EU and claimed to be technically feasible, economically viable and
complementary to other project8A y G KS FIF 0SS 2F | ecodn o6AffAZ2Y LI
GKS &a0lrtS8S 2F SEAaAGAY3TI NBBSADSEYI HKAOKSySD&aad)
Hence, from a purely feasibility point of view, Turkey feels reasonably comfortable that neither a
GreeceCypruglsrael (or, possibly an lItaly) deal nor an EgygfismraelcCypriot trilateral

cooperation would crea a challenge to its status as the most attractive route, and probably

YEN] SGZ F2NJ GKS SHFaGSNYy aSRAGSNNI ySFyQa 3l & NE

5.3 Export options, and how they will shape gas developments in the region

Although much of the focus on the potential exportatiohnatural gas from the region has been

on the construction of new LNG facilities in either Cyprus or Israel, the option of building a new
fALdzSTFIOGA2Y LI IYyd Ay GKS SIFadSNYy aSRAUGSNNIyS
result of the followng reasons:

Cost.If one were to add together the existing net export capacity of Israel (360 bcm) and Cyprus

(110 bcen), there would, theoretically, be more than enough gas to build a newsttaio LNG

export facility capable of liquefying anywhere between 10 and 14 bcm/y to global magkets 21
especially in Europe, where East Med gas would not face strong competition Qratari,

Australian and established South East Asian LNG exports to China, Japan, Taiwan and South
Korea.! Y T2 Nl dzy 1St & T2N) 0RAKJIzZBELINAZA2 VYR LY &NA SKEDS$
Ozaildte @W8ORPOBPLRIIIKS L aNI SHalaNE oNKRa SNI-GREI ASE  (10Kd2
[ b-BELR NI Tl OAtAGEeT (G2 GKS RSGNRYSEORRE 2MI8A 2 WA
0S lyrfeaSR 0St24600

{AyOS LaN}StQa ySi SELERZNIL OFLIOAGE A& tAYAGSR
Gdcn o00YZ 2N nn LISNDSyiG 2F Ada SEAaGAY3I LINRGS)
G2 O2YYAd Fd tSHad mn o00Ykeé 2dzi 2F GKS my o0O0Y
FAYIFYOS | O2YYSINNIAAYE f [@b DDA F 1o ® /Stf Miligesd KMyO K L EKNJIAS f (4K -
FLILINR @S Fff SELRNI RSIfa YI RSBl & eNB¥RSNID §/E S aK | RaSH
0KS XNVYIBNHSNAIFIE %SYFOK /2YYAGGSS wSLERNIL 2F { S|
fAljdzSTeAya Ada 3Iad NBAaSHUBSH2PENBARGIENE. &8 JAN

STFSOGAOSt & NHzZ SR 2dzi 60aAyOS I @/ &LSNRA&20GG w[nbvd OF IGCK
+daAfA12a GKFG g2ddZd R 0SS LI NILAFffe FSR ao & 2L aNt
ASTAHYlI YOS I O2YYSNDOALtte GAFLO6fS [bD 2LWGA2Y D

¢tKAa fSI3S&a I NRPdzyR vy o00YkeéeI 2F gKAOK [SOAI GKI )
HamcO (2 aStf o o00Yké (G2 GKS W2NRIYAHY RSBHNJ Si

62 SimonTagliapietra,& Lthie EastMedgas pipeline just another EU pipe R NB | Bikegé May 10, 2017,
(online)http://bruegel.org/2017/05/isthe-eastmedgaspipelinejust-another-eu-pipe-dream/

®3 & 1 Direct Link to New Sourcesfor 9 dzN2 UGS PoEedion, Nov. 22, 2017, (online) http://www.igi -
poseidon.com/en/eastmed
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Figure 5.3; East Med Gas Export Options

% SharonUdasing L a tdsuBplygasto Jordanin $10billion R § I JeréisalenPost,26/09/2016

% Theinitial developmentplan submittedin 2014had a productiontarget of 21 bcm/y at a costof $6-7 billion.
It hassincebeenreviseddown to 16 bcm/y accordingto the revisedplan submittedin February2016.6 wS @A & SR
plan pushes  Leviathan RS @St 2 LIy S0iGé & Gas  Journal,  25/02/2016,
http://www.ogj.com/articles/2016/02/revisedplan-pushesleviathandevelopment.html

®ab2 &riefgySanctiond_eviathanProjectOffshoreL & NJ2R0R/2017, https://globenewswire.com/news
release/2017/02/23/926886/0/en/NobleEnergySanctiond_eviathanProjectOffshorelsrael.htm] (accessed,
04/10/ 2017)

" JamesPatm, ¢ 2 2 2 R BctaRs$2.6 Billion Israeli Gas Deal as Talks C | ABloénaberg, 21/05/2014,
https://www.bloomberg.com/news/artites/201405-20/woodsidescraps2-6-billion-leviathangasdealafter-
talksfail, (accesse®1/10/2017)
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consumed inside the region without any exports reaching the EU? Not necesBaiyine

options do exist that could monetize, in conjunction with existing lij@faction facilities, the
NEIA2yQa LINRPOSY NBaSNwBSa Ay ¢glea GKIFIG G2dA R K
diversification strategy by as early as 2€2122. Theretically, there are three pipeline options

allowing Europe to import East Med gas: (i) the East Med Gas Pipeline (EMGP), connecting Israel,
Cyprus and Greece; (ii) a pipeline connecting Israel with Turkey, with a potential extension to
CdzN] SEQaTOlyR20REND | LIALISEAYS O02yySOGAy3a ! LKI
liquefaction plants.

The East Med Gas Pipeline (EMGP)

Although the option of a direct pipeline linkage between the East Med and EU markets has been
revived by the improvement of deegffshore pipelaying technology and the signing in April

2017 of a preliminary framework agreement between Israel and the tliigestates (the RoC,

Greece and Italy) championing the project, its implementation remains debatable. The EMGP,
SaGAYFGSR G2 02aid | NRBdzyR € c ®H -trailh INGijudfgclion A & OK ¢
plant, but its construction will prove very challging. Crossing over 1,900 km, it would be the

longest pipeline ever to operate at depths close to 3,008 ue to its length and depth, it

would need a minimum booking capacity of 10 bcm/y, and because of its technical
characteristics it would be morefticult to scale up so as to transport additional volumes.

68 Simone Tagliapietra,& Ltie EastMed gas pipeline just another EU pipe R NI | Biiggél, 10/05/2017,
http://bruegel.org/2017/05/isthe-eastmedgaspipelinejust-anothereu-pipe-dream/
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The pipeline may end in mainland Greece, but Greece is not its principal market; Italy is, and
currently there is no pipeline connection between Italy and Greece. More importantly, Cyprus

does nothave sufficient additional reserves to commit to the project, whereas Israel, which has
additional reserves, understands that a 10 bcm/y commitment to the EMGP will eliminate any
chances for exporting gas to Turkey. Should Israel decide to book 100 p&rdent i KS 9 a Dt Q
capacity¢ an unlikely probability in the absence of new discovegas would still be able to

export 3 bcm/y to Jordamndo 221 FfY2ad F GKANR 2F 93e8LJiQa A
scenario, Israeli companies could also exporithremaining 5 bcm/y to independent gas
operators in Egypt likBolphinusprovided that they usén reverseone of the existing, although

currently inoperable, pipeline connections between Israel and Egymmely, the Ashkelan

Arish pipeline or the tras-Arabian pipeline that links Israel and Egypt via Jordan.

A pipeline connecting Israel with Turkey

The second option is that of the Leviatlt&eyhan Gas Pipeline (LCGP), which, given its depth
(1,50@;1,800 m) and length (5@850 km), would also need a minimum gas commitmentgdf(8

bcmly in order to become financially viable. Since Israel would sdbrdan, an LCGP pipelige

estimated to cost anywhere between $2 billion and $4 bififoq would mean that Israeli

O2YLI yASa s2df R KIOPS y2 Y2NB GKIy p oOafke &2 |
of course, they use existing infrastructuceor the idle LN@iquefaction capacity in Idku or
FOO2NRAY3 (2 LINRP2SOlUA2ya o6& GKS ¢d2NJAAK 9y SNH:
[ SOAL Kl y Q& 28S Q&Ky R SLIMBR BELIS O SR G2 0O02YS 2y &l
CdzNJ S& Qa LINAGIKRSE FISR ORI RIMEOI a3 gYNR (S2850/2 RyFF ST
KAIKSNI LINAOS G2 LANYSEA LINPRAzZOSNA O2YLI NBR ¢ A
LIA LISt Ay SQa NODYIKBDEY Slata oF ®@zNy SeQa R2YSadAO YI NJ S
SELRNISNAT Fy FGaGSYLIW G2 GNIXyaiad @Al ¢daNJy Se
d2YSOKAY3I (GKIG A& IRYAUGUGSR SOSy G KGKB t BBRE K2

% Hedy Cohen, & DI &xecs see IsraelTurkey gas deal by H i mT El@bes, 28/06/2016,
http://www.globes.co.il/len/ article-gasexecsseeisraehurkey-gasdealby-20171001135479 For a detailed
analysis,TheodorosTsakiris,o ¢ K&iathanCeyhanPipeline:Political& CommercialArgumentsAgainstthe
Constructionof a Turkishlsraelit A LJS filASArSi Anloura & David Koranyi(eds.), Energyin the Eastern
Mediterranean:Promiseof Peril?Egmontinstitute & U.S.Atlantic Council,(AcademiaPressMay 2014),pp.47-
58.

" Gulmira RzayevaNatural Gasin the TurkishDomesticMarket: Policiesand ChallengesOIESPaper#82,
OxfordlInstitute for EnergyStudies{Oxford:February2014),p.9

L AsPlatts noted in a recent interview with Batu Aksoy,the CEOof Turcas the leadingdeveloperof the
LeviathanCeyhanconsortium on the Turkishside & 2 K jrevidusreports have said that if Israeligaswas
brought to Turkey,the bulk of it would be transited on to Europe,Aksoysaid & Lnyoderateto high growth
casesmost of the gasto be imported to Turkeymay be for local TurkishO 2 vy & dzY LBirap2ayiGagDaily,
21/04/2016,p.2.
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2 JonathanFerzigerand Elliott Gotkine,& | dSfy8israel GasMay Help EuropeDivesify From RussianC dz$ f ¢
Bloomberg07/04/2016.

& HendersonJ o r d BnerdySupplyOptions,op.cit,pp.7-8.
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bcmly) but it is more than enough to book the entire capacity at Damietta for 17 years.

Damietta is also much closer to Aphrodite, at a distance of 200 km, whereas the Idku facility is
400 km away from the Cypriot field thereby doublingthe cost of the necessary offshore
pipeline. Cypriot gas can book Damietta alone; for Idku, an Israeli contribution is necessary. The
biggest challenge for the RoC, which its current administration has been unable to overcome, is

the fact that Shellg which joined the Aphrodite consortium in January 2046s a major
shareholder not in Damietta but in the Idku facility. Shell controls 35 percent of the Aphrodite
consortium, while Delek and Noble, who control the remaining 65 percent, want to prioritize

Lek I G KIFyQa RS@OSt2LIVSyid a2z Fa G2 tAy]l] Al FANRGDG
lobbying Tel Aviv in favour of the Leviatlqg@eyhan pipeline.

This noralignment between the commercial preferences of the RoC, which remains the biggest

singe owS NJ 2F ! LIKNRPRAGSQa FdzidzNBE 3AFa LINRPRAzOGA2Y S
b2ofS Aa aSNR2dzateée RStlFI@Ay3arX |yR YIe& S@Syiddz
for the benefit of the RoC and the EU. These LNG volumes, part of whible wdld to the EU, 26
YIed NBLNB&aSyd GKS FANARG SELRNIA&A 2F /@LINA2G 3l
initial discovery in 2011. Israeli exports, primarily from Leviathan, are quite likely to follow once

Tel Aviv and Cairo resolve their $1.B8lion dispute over the compensation thdEgyptian

Natural Gas Holding CompaB%AS has to pay to the Israeli Electricity Company for the
disruption of a 2012 contract that supplied, at the time, 60 percent of Israeli demand.

If, by 20212022 Cypriotand. &8 N St A 31 a A& FSR (2 93eLiiQa SEA:
liquefy up to 15.86 bcml/y; then the EU will be importing East Med LNG in significant volumes

for the first time since the beginning of the Arab revolts in early 2011. Historichige

facilities, commissioned in 2005, reached their peak utilization rate in 2010 with a total
liquefaction volume of 9.71 bcm, while 48.6 percent of that LNG (i.e. 4.72 bcm) was eventually
consumed in the EJprimarily in Spain, which imported 2.62 bém2010!°

If the facilities are indeed booked at capacity and the 2010 patterns are reconfirmed, then the
EU may get easily 50 percent of the combined Damietta/ldku liquefaction capacity, amounting to
7.93 bendy. If Damietta restarts operations first in 2021, fed only by Cypriot gas, then the EU can
import up to 7.4 bcml/y from the regiog a volume equal to three quarters of the Azeri gas
exports scheduled to arrive via the TANAP/TAP system in late 2020.

" The Damiettafacility is a singletrain LNGplant with a 6,5 bcm/y liquefactioncapacity.ldku hastwo LNG

trainseachwith a4,68bcm/y capacity.InternationalGasUnion,World LNGReport2015,(IGU:2015),p.77.
> BPStatisticalReviewof World Energy2011,(London:June2011),dataare for 2010,p.29.
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6. Drivers and Scenarios

In the light of the foregoing geopolitical and geoeconoramalysis, focused on the eastern
Mediterranean region, we are able to define a set of drivers that will affect the specific potential
scenarios of conflict, cooperation and convergence.

The quantity of eastern Mediterranean offshore ga3he eventually gloitable amount of
offshore natural gas is considered to be a key driver in so far as it will impact on the requirement
to collaborate with Turkey. At the one extreme is the scenario whereby the eventually
exploitable natural gas that can ultimately bepexted to EU markets is relatively low. This
scenario may push the various stakeholders to choose one of theXxggnsive option, which is

the construction of a pipeline linking these offshore fields to the Turkish grid to then be exported
to Europe.

A low exportable quantity will preclude more expensive infrastructure options like the
construction of an LNG facility in Cyprus or longer pipeline projects bypassing Turkey. Under
these conditions, the naturajas parameter would also have a benign inflleerm ongoing
Cyprus negotiations to the extent that a political settlement on the island would be almost an
economic and financial precondition for the commercialization of those resources that fall undery7
the sovereignty of Cyprus. Therefore, somewhat paracally, a low volume of exploitable
offshoregas resources would strengthen the prospects of a cooperation scenario.

A potentially high volume of exploitable resources would act in the opposite direction by
essentially obviating the possibility of Tutk&®@ & O2f t F 602N} GA2y ® ¢KS KA IKSE
sufficient economic endowment to justify investment in more costly -gassport
infrastructure, precluding the possibility of creating a transport link through Turkey. In the same

vein, this prospect ohigher potential economic gain would create a stronger incentive to push

ahead with these projects even without the collaboration of Ankara. So, from this angle, the

higher volume of exploitable offshore gas in the East Med would act as a driver leading to

conflict scenario between Turkey and the EU on account of an increase in the political tension
between EU member Cyprus and Turkey.

2000s, it was believed that they would trigger more cooperation between the two communities
on the island and thereforplay a constructive role in negotiations facilitating the settlement of

the Cyprus dispute. The argument still stands. In other words, offshore gas findings could, under
these conditions, be interpreted as a driver for the convergence and/or cooperati®maso
between Turkey and the EU. Yet, the energy issue has not by itself been a strong enough
motivating factor for a Cyprus settlement thus far. Other political issues, ranging from power
sharing arrangements to the future of the guarantee and secusystem, were clearly more
important in determining the outcome of these-gset failed negotiations.

But to the extent that the prospects of a settlement are dimming, the energy issue has the
potential to play a totally different role in terms of creatiagmore confrontational situation

between Cyprus and Turkey and therefore becoming a strong driver for a conflict scenario. The
aSOGA2ya 2F GKAa LI LISNI GKFG | RRNBaa GKS 2y3az2a
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illustrate this potential for conflic Indeed, if the parties have conclusively to reach a settlement
under the UNed talks, there is a strong possibility for Cyprus and Turkey to find themselves in a
direct conflict in the regions of the Mediterranean that form the subjects of this dispute

¢KS OdNNByYy(d ¢dzNJ A&K LRaAGA2YyS & +y SEGSyairzy
Republic of Northern Cyprus (TRNC), is to recognize its EEZ to the south of the island where, on
the basis of an agreement with the TRNC, Turkey would begvio engage in exploration for
naturalgas resources. In an interview with the Greek dKi&thimeriniin early February 2018,

¢CdzZN)J AaK C2NBAIY aAyAaldSNI 41 gdzo2¢c€fdz O2y FANKXSR
activities in the eastern Mediteiry Sy NB3IA2Y a22yY WLG A& 2dz2NJ a2
these resources so we plan to start drilling in the eastern Mediterranean region in the near

¥ dzii d2zMIBeuh, Egypt warned Turkey against any infringement of its economic rights in the
eastern Mediterranean under a maritirdeorder-demarcation agreement signed in 2013 with

Cyprus that allows exploration for gas in the aregthereby clearly illustrating the potential for

conflict.’”’

The evolution of naturalgas prices Spot prices for natal gas are also considered to be a

similar driver to the previously identified one of volume of exploitable offshore gas. Higher
naturatgas prices would raise the economic value of these resources and create moré®
economically feasible transport optionsathpreclude Turkey. As such, higher natigat prices

could lead to a conflict scenario based on dynamics very similar to those explained in the
previous paragraph. Again, similarly, lower nattgat prices would, in return, force the various
stakeholdes to choose less costly transport options to EU marketscenario in which reliance

2y ¢dzN)] SeQa O22LISNIGA2Y ¢g2dd R 0S02YS Y2NB ySOf
of a cooperation or even convergence scenario.

The evolution of the Turkegisrael political relationship An improved political atmosphere
between Turkey and Israel could potentially allow Turkey to direct the offshore gas under Israel
sovereignty to Turkey through a newly constructed pipeline. This outcome would severely dent
the feasibility of the tripartite (Israel, Egypt, Cyprus) pooling of offshore resources to be
exported to Europe, bypassing Turkey. Such a development would strengthen the cooperation
scenario. The more likely outcome, however, is a continuing deterioratidheirnrurkeylsrael
relationship leading to an increased likelihood of the tripartite effort succeeding in bypassing
Turkey for exports to Europe. Turkey would then seek to deter these efforts, leading to the
scenario of conflict with Europe.

The evolutionof the TurkeyxEgypt political relationship A very similar analysis to the one
above can be undertaken with respect to this driver, with an even higher likelihood of a
continuing deterioration in the bilateral relationship and the emergence of the comsitiehario

as an outcome.

76 http://aa.com.tr/en/energyterminal/naturatgas/turkeyplansto-exploreresourcesin-e-mediterranean

/18696
" https://in.reuters.com/article/egyptenergyzohrturkey/egyptwarnsturkey-over-easternmediterranean
economicinterestsidINKBN1FR1IT
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The evolution of CyprusEgyptlsrael cooperation The strengthening of this tripartite
collaboration¢ which would either use the Egyptased LNG facilities (more likely) or build a
new pipeline to Greece (less likely) to export gas from the East Med fields to EU ntanaikl

lead to the conflictscenario for reasons explained above. Turkey would want to undermine any
such initiative that sought to bypass Turkish territory for exports to Europe.

The growth performance of the Turkish economyg also seen as a driver. A strong and
sustainable growth pdéormance would increase naturghs consumption and the need for

additional imports purely for domestic consumption. Ankara would then be more inclined to

devise an approach that would help it to leverage the East Med offshore resoqraes

particular, byfastii N O1 Ay 3 (GKS O2yaidNHzZOGA2Y 2F | LIALISE Ay
well, direct access to a large and growing natgias market in close proximity would create a

strong incentive to cooperate with Turkey and to direct its exportableirstgas exclusively to

Turkey.

{dzOK | RS@St2LIVSyld ¢62dz R O2yGNROdziS (2 ¢dzNJ Séc
energy hub, and enhance the prospects of a cooperation scenario with Europe. At the same
time, by exclusively drawing Isra@ivned resources, Turkey would undermine the prospects of

the tripartite CyprugEgyptlsrael cooperation that would have led to a conflict scenario. 29
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