WHETHER LIGHT AT THE END OF THE EU SOUTHERN GAS
CORRIDOR IS SWITCHED ON...

SUMMARY

The political process, which has begun around iran, has
created the preconditions for the energy resources of this
country to return to the global markets.

It is important for the south gas corridor (i.E. The
fourth gas corridor), which runs through georgia and
the construction of which commenced on september 20,
2014 by opening the shah-DENIZ — 2 project, to prove its
advantages in comparison with the newly initiated fifth
gas corridor. But there are 8 main chalenges against this
project.
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PE3BIOME

B orHomeHnn pazBuTHs IIOOAIBHBIX AHEPrOPHIHKOB
2017 rox XapaKTepH3yeTCsl OIpe/IeICHHBIMU OCOOEHHO-
CTSMU. DKOHOMHMYECKHI MOIBEM, POCT IHEPrOEMKOCTU
MNpOAYKHOHMHUUN YUCICHHOCTU HACCJICHUA Ha HPOTAXKCHUU
2017 roma 3HAYUTENIFHO ONEPEAUIN IPOTHO3UPOBAHHOE B
HayaJie Toia YHEePronoTpedieHue.

HampsokenHocts Mexny EBpocoroszom u Poccuein us-
3a coObITHI B YkpauHe ¢ Havanga 2014 roma o0si3aTeIbHO
OTpPa3UTCs HA UX COTPYJAHUUYECTBE B SHEPreTHYECKOU ce-
pe. Bo3moxHO, yupexaeHHble bproccenem aHTHUpOCCHiA-
CKHE CaHKIIMU HE CTOIIb BCEOOBEMIIIOIINE, OJJHAKO M3Me-
HEHHME IHEePreTHYecKol MONUTHKH EBpocoroza mopieder
CYIIECTBEHHBIE CABUTH B II00AJBHOM 3HeprodasiaHce, H,
HCXOId U3 3TOI'0, UBMCHCHU TPAAUIHNOHHBIX MaplIpyToOB
IMOCTAaBKHU YIJTICBOAOPOOOB. MMeHHO 5TH U3MEHEHUS JOJIXK-
HBI OBITH NPEIMETOM BHUMaHHA [py3uM Kak TpaH3UTHOU
CTpaHBI.

Hauarelii Bokpyr Mpana nosutudeckuil mpouecc co-
3[1aJ1 IPEIOCHUIKH «BO3BPAIICHUS) SJHEPTOPECYPCOB ITOM
CTpaHbl Ha lTIO6aJ'H)HI)Ie PBIHKH.

C nmaganom B 2010 rogy M3paunnem 100619 YIIEBOI0-
ponoB Ha Bocrounom CpenuzeMHOMOpbe 00OpHcOBasiach
NEepCIeKTHBA CO3JaHUSA B 3TOM PETHOHE HOBOTO 3HEpre-
THUeCKoro xaba.l3pamnb yxe (GakTHUECKH MPEaIOKUII
CTpaHaM-4wieHaM EBpocoio3a HMHBECTHPOBATH B MHOIO-
MUJUTHAP/IHBIN TIPOEKT CTPOUTEIBCTBA TPYOOIIPOBOIA ISt
TPaHCIIOPTUPOBKHU MPUPOIHOTO T'a3a Ha EBPOIEHCKUI KOH-
TUHEHT. B W3pawie orMeTuny, 4To Takod IPOEKT I03BO-
JIAT EBpone COKpAaTUTL CBOIO HBIHCHIHIOIO 3aBHCUMOCTDH
OT POCCHICKOTO MPHPOJHOIO Taza. DTOT MAacCIITaOHBIN
IPOEKT MUHUCTP dHepreTuku M3pamns CuneBan Ilamom
NpeaACTaBuJI TIJlaBaM OBHEPIrE€TUYCCKUX BEIAOMCTB CTpaH
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Cpenu3eMHOMOpBSI Ha BCTpede B HOAOpe 3TOro roga B
Pume. Peasnmzanmst 3Toro mpoekra mnorpedyer HeCKOIbKO
MUWIIHAPAOB €Bpo mHBecTHLU n3 EBpomnsl. I'azonposoa
COCIMHHUT CpEeIU3eMHOMOpPCKOe Modepexbe M3pamns n
Kumnp, orryna ras Oyzer TpancnopTupoBarhes B [ penuto n
Uramuro. Kak coobmmn m3pamisckuii Tenekanan Channel
2, Kump, I'permst u Mrtanus oTtHecauch OGIarocKIOHHO K
9TOH nzee.

PeanpHO Hauaro cTpouTenseTBo B 00x01 Pocenn «uer-
Beproro razosoro kopunopa» EC. B uactHocTtH, 20 ceHTs-
Opst 2014 rona B baky cocrosiiack 1epeMOHUs 3aKJIaIKN
BTOpOoi TpyOB! FOkHOKaBKasckoro raszomposoxa (SCP),
npoxozsiiiero no Mapupyty baky—Tounucu—3p3epym. [To
MIPOEKTY, 3Ta TpyOa y rpaHuis! [py3un NpuCOSTMHNTCS K
yke aeiicTByroniemy Tpyoorposoay SCP.Oxunaercs, 94to
k 2019 rony ra3z «lllaxaenus-2», nocpeactsoM TpaHcaHa-
tonuiickoro rasonposona (TANAP) n Tpancanpuaruue-
ckoro rasonposona (TAP) noiinetr no Mranuu, To ecth, 10
EBpocoro3sa.

Pactymme Temrbl 100BIYM CIAHIEBBIX ra3a U HedTH
CO3JIa/I1 OKUAAHUS POCTA UX MOCTABOK M, UCXOAS U3 ITO-
0, HOCIEIYIOLEro NaJeHus LIeH Ha sHepronocurenu. Ilo
MHEHHIO JKCIICPTOB, BBIIICYKAa3aHHbIE OOBEKTUBHbIC (aK-
TOPBI O0YCJIOBIT «M3THAHUE» C TIIOOAJIBHBIX HEPrOpPBIH-
kOB npumepHo 70 mipa M3 poCCHHCKOro rasa, U, Kpome
TOTO, HOBBIE TIOCTABIIMKK CIIOCOOHBI MOBJIEYb CHUKECHHE
MHPOBBIX LieH Ha ra3 Ha $50-60 3a 1000 m3.

3axBar HeOoubIION YacTh HedrenpoBoaa baky-Cymca
POCCUUCKUMM MOTPAHUYHUKAMH HA aJMUHHCTPOTHBHOI
TrpacHHULIE C F0XKHOW occeTuel, u T.1. Y HakoHell, npuHsATas
B Mapre 2017 roga pemenune AszepOaiikaHa ITOKHHYThH
EITI, - uHUNMATHBY MPO3PavyHOCTH AOOBIYM M TPAH3UTA,
MOCTaBU 1OJ Bonpoc BulaeneHue anst Koppugopa crons
HEOOXOIMMBIX €BPOIIEHCKUX KPEANUTOB.

INTRODUCTION

On 2 October 2017 the Ministry of Environment and
Urbanization of Turkey finally approved the Environ-
mental Impact Assessment (EIA) for the offshore sec-
tion of the TurkStream Gas Pipeline. After publishing the
draft EIA on 21 June, 2017 the B. Ildirim’s government
established a Review and Evaluation Commission (REC),
consisting of 23 relevant institutions and authorities.
On 4 July, 2017 the Ministry of Environment and Urban-
ization organized a meeting with the REC members in or-
der to ask questions and provide feedback on the draft
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EIA. Subsequently, the REC members submitted their
opinions on the draft EIA in writing. The EIA has been
amended in line with these opinions. All REC members
have now provided a positive opinion on the EIA to the
Turkish Ministry of Environment and Urbanization. The
approved EIA is available online.

The above mentioned assessment consists of informa-
tion on the potential environmental and social impacts
of the offshore section of the TurkStream project. It also
includes recommendations for the mitigation of the po-
tential adverse impacts and enhancement of the beneficial
ones.

The renewal of the Russian-Turkish natural gas project
TurkStream in August 2016, anticipated Middle East, so-
called the Fifth Gas Corridor and the development of the
hydrocarbon deposits on the Israeli shelf of the Mediter-
ranean put realisation of European Southern Gas Corridor
projects under the threat. That is why it is necessary for
the Fourth Gas Corridor, i.e. the EU gas corridor running
though the south of Georgia, to show its comparative ad-
vantages.

The activities, which have been in direct connection
with the formation of the world gas market and creation
of a new gas corridor to supply Europe and Middle East
with gas, have been going on in the Middle East and the
North of Africa since 2011 from the so-called Arab Spring
launching to present days. In the light of the deterioration
of the situation in Ukraine, the Georgian society has been
paying less attention to those issues. The main stress is put
on the issues related to the gas war between Russia and
Ukraine. Meanwhile, the Middle East, the so-called the
Fifth Gas Corridor and the development of the hydrocar-
bon deposits on the Israeli shelf of the East Mediterranean
(EASTMED) caused challenges the European energy proj-
ects. That is why a thorough analysis of the events taking
place around this corridor is of a vital importance to pro-
mote the European integration of the country.

ECOLOGY vs. ECONOMY

Competition over the transit pipelines control, access to
pipeline routes, and the availability of cheap fuels, such as
coal and oil, have constrained consumption of the environ-
mentally friendly natural gas worldwide. Controlling the
gas transit pipelines, discovering the new routes of access
of the hydrocarbons and replacing the other sources of en-
ergy by the non-polluting natural gas — these are the issues
getting more and more complicated in today’s world. The
situation has become more troublesome with the engage-
ment of some countries’ affiliated companies causing the
gas market monopolization and regionalization. One of the
ways for diversification of the EU gas market is construc-
tion of the Southern Gas Corridor (SGC) via Azerbaijan,
Georgia, Turkey, Greece and Italy.

The EU officials met in Baku on February 23, 2017 to
discuss progress on the SGC, a US$45 bln project that is
envisaged to bring Caspian gas to Europe by 2020. Week
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earlier, however, 27 European NGOs published a report
urging commercial banks to keep well away from the
Trans-Adriatic Pipeline (TAP) project, the European leg of
the SGC network.

Mr. George Maior, the chief of Romania’s domestic in-
telligence, said: “There might be a Russian element here”;
“Russia, as part of their sophisticated information and dis-
information operations, engaged actively with so-called
nongovernmental organizations — environmental organi-
zations working against shale gas — to maintain depen-
dence on imported Russian gas,” Mr. Rasmussen NATO
Secretary General said earlier'.

This belief that Russia is fueling the protests, shared by
officials in Lithuania, where Chevron also ran into a wave
of unusually fervent protests and then decided to pull out.

In Italy, however, local communities are concerned
that the Trans-Adriatic Pipeline (TAP) will destroy the San
Foca coastline and negatively affect the tourism economy,
agriculture and fisheries in the area.

Local mayors and their constituencies are viciously
opposing the TAP pipeline and the risks of accidents as-
sociated with the related infrastructure. Marco Poti, mayor
of Melendugno has expressed these concerns in a letter to
European institutions in June 20152,

Also the Italian Ministry of Environment and the Min-
istry of Culture have expressed concerns over the pipeline.
Nonetheless, the Italian government issued a construction
permit in May 2015% . The NGOs are now calling for the
EU institutions and the EIB not to finance the project. A
group of 27 NGOs have sent a letter to the EIB’s President
Werner Hoyer, exposing the main arguments against TAP*.
The powerful European NGOs - CounterBalance, Plat-
form and Re:Common have launched a web documenta-
ry Walking the Line, to present the risks associated with
the Euro-Caspian Mega Pipeline or Southern Gas Corridor.
The young entrepreneurs, artists and citizens of the com-
munity of Melendugno in southern Italy protesting against
the construction of the western section of the corridor, the
Trans-Adriatic Pipeline (TAP), now expected to receive a
2-billion-euro loan from the European Investment Bank
(EIB).

NEW CHALLENGES

In terms of development of the global energy markets,
the year of 2017 is characterised by specific peculiarities as
well. Firstly, these are - economic growth, the growth of
production energy intensity and the assumed growth in the
population throughout 2017 did set the forecasted in the
beginning of the year energy consumption;

Secondly, the tensions between the European Union
and Russia, due to the events that have been taking place
in Ukraine since the beginning of 2014, will have a huge
impact on their cooperation in the energy field. Perhaps,
the anti-Russian sanctions set in Brussels are not so com-
prehensive, yet, the changes in the energy policies of the
European Union will lead to significant changes in the




global balance of energy; and, as a result, this will lead to a
change in traditional routes of hydrocarbon supply. These
are exactly the changes which should be paid attention to
by Georgia, as the transit country;

Thirdly, the Russian border guards stationed by
the Kremlin on the perimeters of Georgia’s breakaway,
pro-Russian enclave of South Ossetia, have moved the en-
clave’s border markers further into Georgian territory. The
expanded border gives South Ossetia, which has declared
itself an independent state, and its Russian backers, control
of a mile-long stretch of the Baku-Supsa pipeline. Russia’s
seizure of the Baku-Supsa pipeline has important eco-
nomic and political dimensions. Controlling even a small
portion of the western backed Baku-Supsa pipeline means
the Russians and South Ossetians can steal the oil flowing
bypassing Russia through it.

Seizing a pipeline is just the newest weapon Moscow
has come up with to bully its neighbours, which it still sees
as its vassals just decades after the demise of the Sovi-
et Union. As Europe supports new, competitive regional
initiatives to diversify its energy supplies, it must react to
such challenges with tough words and touched actions, or
their viability might also be in jeopardy;

Fourthly, the political process, which has begun
around Iran, has created the preconditions for the energy
resources of this country to return to the global markets.
The new Trump administration and the new ROK govern-
ment cannot come to agreement with regard to policies
toward Iran;

Fifthly, with Israel’s extraction of hydrocarbons in the
East of the Mediterranean, which started in 2010, a per-
spective of establishing a new energy hub in the region
was outlined. Israel has virtually offered the EU mem-
ber-states to invest into the multi-billion project of con-
structing a pipeline which will supply the European con-
tinent with natural gas. The Israeli authorities have men-
tioned that this project will let Europe reduce its current
dependence on the Russian natural gas. This large-scale
project has been presented to the Heads of Energy De-
partments of the Mediterranean countries at the meeting
in November in Rome. The execution of this project will
require a few billion Euros in the form of investments
from Europe. The gas pipeline should connect the Medi-
terranean coastline of Israel with Cyprus, from where the
gas will be transported to Greece and Italy. The Israeli
Channel 2 reported that Cyprus, Greece and Italy reacted
favourably to the idea;

Sixthly, the construction of the Fourth Gas Corridor
of EU bypassing Russia has already started. In particular,
on September, 20 2014 Baku hosted an official ceremo-
ny to commemorate the beginning of the construction of
the second pipeline of the South Caucasus Gas Pipeline
(SCP), with the route Baku — Tbilisi — Erzurum. According
to the project, this pipeline will be joined to the existing
SCP pipeline at the Georgian border. It is expected that by
2019, the Shah Deniz -2 gas will reach Italy, i.e. the Eu-
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ropean Union, by means of Trans-Anatolian Gas Pipeline
(TANAP) and the Trans-Adriatic Gas Pipeline (TAP);

Seventhly, the growing pace of the extraction of the
shale gas and oil has created a sense of expectation of their
delivery, and has been the reason for the reduction in the oil
and gas prices. According to experts, the above-mentioned
objective factors will stipulate the exodus of approximate-
ly 70 billion cubic metres of Russian gas from the global
energy markets. Apart from that, the new suppliers will be
able to reduce the world gas prices to $50 — 60 for a thou-
sand cubic metres;

Eighthly, in March 2017 Azerbaijan has announced it
has quit the Extractive Industries Transparency Initiative
(EITI — so-called Tony Blair initiative®’), which could have
severe repercussions for the EU’s long planned Southern
Gas Corridor (SGC) project. Membership of the EITI
(Georgia, as a hydrocarbon transit country, is EITI member
from 2003), which promotes the responsible management
of countries’ hydrocarbon resources, has been a condition
of World Bank and EBRD loans for the TANAP and TAP
pipeline projects. They form the core of the SGC scheme.
Baku’s quit of the EITI membership can cause the Corridor
financing ban;

And ninthly, the EU gas production decreased by 9%
in 2015, compared to the same period of 2014. On both the
last quarter of 2015 and the first quarter of 2016, import
volumes were significantly higher than in the previous year,
with the biggest increases coming from Russian and Alge-
rian supplies. The non-Russian LNG imports increased in
the last quarter of 2015 but decreased in the first quarter of
2016 on a year-on-year basis. In 2015 as a whole, Russian
supplies represented 40% of total extra-EU imports, fol-
lowed by Norway (37%), Algeria (7%) and Libya (2%);
LNG imports covered the remaining 13%°. This means
Russian Gazprom strengthened again its positions on the
EU energy market.

Those trends precondition the creation of diversified
infrastructure (other than Russian) of gas supply to the EU
under the contemporary conditions.

WARS ON PIPES

The Civil War in Syria has been underway since
2011along with the harsh actions undertaken by the Is-
lamic State of Iraq and Syria (ISIS). Most experts be-
lieve that all that is happening in the Middle East is due
to the rivalry in taking control over oil and gas pipelines.
It is worth mentioning that back in 2009, the President
of Syria, Bashar Assad, turned down the agreement with
Qatar on the pipeline which was supposed to stretch from
the Qatari North Dome deposit, bordering with Iranian
South Pars, all the way to the European Union, through
the Saudi Arabia, Jordan, Syria and Turkey. This pipeline
could have become the Fifth Corridor of the gas supply
of Europe, not mentioning the previous four corridors
(running through the North Sea, the Northern Africa,
Russia and the South Caucasus). According to Assad, by
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turning down the agreement with Qatar, he protected his
country’s interests in favour of Russia as Syria’s main
ally, which is the biggest supplier of natural gas to Eu-
rope. Along with that, back in 2012, Assad claimed that
he was ready to start talks with Russia on the subject of
constructing an alternative gas pipeline worth $10 bil-
lion through Iran, Iraq and Syria. The pipeline’s poten-
tial purpose was supposed to be to transit Iranian gas to
the EU (from the South Pars and Asaluyeh deposits). At
the height of the civil war in Syria, the Memorandum
of Understanding on the construction of a competitive
gas pipeline from Qatar to the Mediterranean was signed
between Russia and Iran in July, 2012. As a sequence of
this, in 2013, with the assistance of Russia, a framework
agreement on construction of the Iranian- Iraqi-Syrian
‘The Friendship Pipeline’ was signed. As a result, it can
be assumed that the reasons of the Syrian war are, on
the one hand, an echo of the Arabian Spring, and, from
the other, the search of ways of forming of the global
monopoly-free gas market.

And this way runs through Georgia as well, since the
South Caucasus is the Fourth Corridor of the EU gas sup-
ply. This route involves the oil pipelines, such as Baku —
Thilisi — Ceyhan, and Baku — Supsa, as well as the future
European projects: the South Caucasus gas corridor (in-
cluding, Nabucco-West, Tans-Adriatic gas pipeline (TAP),
Interconnector Turkey — Greece — Italy (ITGI), and the
‘White Stream”), apart from those, the Azerbaijani — Turk-
ish TANAP (the extension to the South Caucasus Gas Pipe-
line), and the Azerbaijani — Georgian — Romanian — Hun-
garian project, the AGRI (LNG). It is noticeable, that the
prospects of the most profitable for Georgia projects, the
AGRI and the White Stream, have been postponed to the
annexation of the Crimea and Abkhazia by Russia.

It is very likely that the USA is not going to openly
join into the Middle East conflict. In the medium-term
perspective, Washington is more interested in the mass
export of their shale oil and gas at the beginning of 2018
—2020. That is why it is becoming less and less interest-
ed in the geo-economic and geo-political challenges in
the Middle East and the Central Asia (and, of course, the
running-through Georgia the Fourth Corridor as its transit
route). Israel is now becoming more and more interested
on transporting gas by means of the transporting routes. ..

ESTMED FINDINGS

The old pun about Moses, who was leading the Jews
in the desert for 40 years, to, which later turned out, to
find the only place in the region which did not have any
carbohydrates, lost its actuality after the fact that solid de-
posits of natural oil and gas were found in the Mediterra-
nean Sea. According to the experts of the Geological De-
partment of the USA, apart from the perspective deposits
Aphrodite and The Ninth Block, on the Cyprus shelf, there
have been discovered three perspective deposits, Tamar,
Dalit and Leviafan, in the Levant Basin belonging to Is-
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rael. Their total reserves amount to approximately 3.45
billion m? of natural gas (to compare: the deposits of the
Russian natural gas equal to about 50 billion m?), and
to about 235 million tons of oil. The Minister of Energy
and Water of Israel, Silvan Shalom, at the Conference
of the Ministers of Energy of the Mediterranean coun-
tries in Rome, suggested the Europeans build a new gas
pipeline (East Med Pipeline) from the Israeli deposits in
the Mediterranean Sea in direction towards Italy through
Cyprus and Greece. In order to implement such a costly
project, Israel will need some significant investments. In
particular, the sea depth at the Tamar deposit is approxi-
mately 1000 metres, and it is about another 5500 metres
until the oil deposits from the bottom of the sea. For the
‘Dalit’ deposit, these indices are 1200 and 3700 metres,
respectively. The depth of the sea above the Leviafan, the
biggest deposit of all, which is 135 km from the Israeli
shore, is 1634 metres. At that, the gas-bearing bed lies
at the depth of 5800 metres below the sea bottom, and
the expected oil-bearing beds are located even deeper,
7200 metres deep. The Cyprus deposit, Aphroditeis lo-
cated even deeper. The gas-bearing bed lies at the depth
of 6000 metres from the sea bottom, with the sea depth
of 1700 metres. Therefore, the price of drilling of a single
well at the Aphrodite is estimated to be $103 million and
about $75 million for both the Tamar and Dalit. However,
despite the fact that Israel signed the contract on supply-
ing natural gas worth $15 billion to Jordan in Septem-
ber, and is extracting natural gas for their own needs, the
geo-searching works have not been complete yet. There is
an array of certain place on the bottom of the Mediterra-
nean Sea which have not been explored yet, and it is not
known what the possible amounts of carbohydrates are
to be extracted. Nonetheless, the geology is not the only
stumbling block which interferes with the exploration of
the beds in the East of the Mediterranean.

CORRIDOR ISSUES

The main problem of those related to the Fifth Gas
Corridor is the non-existence of the economic coopera-
tion among the member-countries of the region. It is also
unclear as to what sort of influence can the extraction of
carbohydrates from the Levant Basin bring on the regional
security, how the geo-political situation will change, what
position the main country of the Fourth Gas Corridor,
Turkey, will take, what routes the transportation will have
taken, and whether the Israeli inflows will join the Middle
East Fifth Gas Corridor, etc.

Israel is willing to receive the multi-billion investments
from the EU member-states to explore the shelf deposits
and ship the energy carriers. A suggestion of liquefying
the extracted natural gas (obtaining the LNG) at the float-
ing plant with its further shipment into the Asian market
through the Suez Canal is being looked into. Nonetheless,
this project may face problems with the security. There is
an idea of constructing the gas pipeline from Israel to Tur-




key through Cyprus. In this case, the pipeline will have to
run through both: the Greek and Turkish parts of Cyprus,
which will be very difficult to settle from the political point
of view. If we let alone the Turkey — Israeli long-lasting
tension, the construction of the gas pipeline in special eco-
nomic zones of Lebanon and Syria, or in the coastal waters
is very difficult both technically and politically.

The above-said proves that Israeli offers contain a
significant political component. In particular, according
to the European experts, the cost of this project is go-
ing to exceed the cost of the South Gas Corridor and
will amount to $50 billion. According to the estimates of
the European Commission, the length of the Israeli gas
pipeline Israel — Cyprus — Greece — Italy will be approx-
imately of the same length as the Russian Nord Stream.
At the same time, a number of experts believe that the
prices on oil will not be growing in a quite lengthy pe-
riod of time, which will change the economy of many
planned energy projects. Namely, the exploitation of
the land and marine deposits and the shipping of car-
bohydrates will be undertaking a greater position in the
diversification schemes of the EU gas supply. That is
why it is important for the South Gas Corridor (i.e. the
Fourth Gas Corridor), which runs through Georgia and
the construction of which commenced on September, 20
2014 by opening the Shah-Deniz — 2 project, to prove its
advantages in comparison with the newly initiated Fifth
Gas Corridor.
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