% Moscow Times

30 YEARS INDEPENDENT NEWS FROM RUSSIA

Turkish Stream Gas Pipeline Set for
Revival

Improving relations between Moscow and Ankara could herald the
project's return — but is the project doomed to fail?
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July 27,2016

Gazprom Chief Alexei Miller (L) and Botas Petroleum Pipeline Corporation CEO Mehmet Konuk (R) sign
joint documents following a meeting in Ankara, Turkey. Mikhail Metzel / TASS

Turkish-RussianBmega-project the Turkish Stream could soon be revived amid
improvingHties between Ankara and the Kremlin. The natural gas pipeline, whichEBwas
designed transport gas from Russia to Turkey and Greece via theBBlack Sea, was originally
scrapped in December 2015 by TurkishEPresident Recep Erdogan. He blamed Russian “non-
compliance” forBthe project's failure: Moscow had refused to discuss the pipelineBfollowing
the downing of a Russian jet by Turkish forces in November.

YetHrecent announcements show a distinct change of heart in both ErdoganBand Putin


https://www.themoscowtimes.com/author/alyona-makhneva

governments. After meeting with a Turkish Economics MinisterBNihat Zeybekci, Russian
Energy Minister Alexander Novak announcedBthat the Kremlin was ready to resume talks on
joint projects in theBenergy sector. “The Turkish Stream is completely in
Turkey'sBinterests.This project will make gas deliveries to the country moreBRreliable and
profitable,” said Novak.

TheBTurkish government, still reeling from an attempted coup in theBcountry on July 15,
also expressed their renewed support for theBproject. “The Turkish Stream is beneficial for
both countries,” BZeybekci said.

AnRintergovernmental agreement on the project could be signed as earlyBas August 9, when
Putin and Erdogan meet in St. Petersburg, saidBGazprom deputy chairman Alexander
Medvedev.

TheRinitial Russian infrastructure for the Turkish Stream is ready: oneBline of the Southern
Corridor and a compressor station in theBKrasnodar region have already been built. Only the
construction of aBsecond line for deliveries to southern Europe remains in doubt.
TheBconnecting Poseidon pipeline from Greece to Italy has not progressedBbeyond the paper
stage as Europe strives to diversify its supply ofBgas.

GazpromHBdelivered 27 billion cubic meters of gas to Turkey in 2015, making itEthe
company’s second largest customer after Germany. The companyBfirst reached agreement
on the Turkish Stream project with theB®Turkish firm Botas back in 2014.

VygonHConsulting senior analyst Maria Belova believes that Gazprom has aBstronger
negotiating position now than it did in the fall of 2015.8The is due in part to the progress
made on other gas pipeline projectsBsuch as Nord Stream 2, but also thanks to the possibility
ofBimplementing the so-called South Stream Light, a gas pipeline throughBBulgaria, she
said.

YetBas Ankara began searching for alternatives to Russian gas as tiesBwith Moscow soured at
the end of 2015, it would be unrealistic toBexpect Turkey to drastically increase gas supplies
from Moscow, saidBSberbank CIB analyst Valery Nestorov.

BotasBEhas reduced its reliance on Russian gas in recent years as theBTurkish government
adopted a policy to liberalize the gas market,Bsaid National Energy Security Foundation
deputy CEO Alexei Grivach.BUpcoming talks between Ankara and Moscow could examine the
extent toBwhich Botas can operate as a gas importer versus a private trader.

TheBdesire to deliver gas throughout southern Europe via the TurkishBEStream could also be
problematic. There is also a strong politicalBopposition to Russian gas, said Raiffeisenbank
analyst AndreiBPolishuk. Details on building the necessary infrastructure to moveBRthe gas
from Turkey into Europe are still unclear, and there is noBreason as of yet to build a second
branch line. Turkey only needs aBsingle stream to fulfill its gas needs, but without a second
stream toBdeliver to southern Europe, Gazprom will not recover its investmentBin the
project, even at full capacity, said East European GasBAnalysis director Mikhail Korchemkin.

TurkeyRitself is ambiguous about the project. Writing in Turkish newspaperBHurryet, a
researcher for the Hazar Strategy Institute, Elnur Ismail,Bargued that the new pipeline would



strengthen Turkey’s position asBan important regional hub. The country’s main gas
consumers areBlocated in northwest Turkey and the project would improve theBreliability of
supplies to that region. Yet ultimately, the TurkishBStream would increase Turkey’s
dependence on Russian gas just asBAnkara looks to end that reliance.
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