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ABSTRACT

The second most important resources on the planet after water are oil and natural gas. Management
has become increasingly complex because of the rise in worldwide demand for oil and its derivatives,
the expansion of international trade, and the rigidity of the oil industry’s supply chain. The Oil and Gas
(O&G) supply chain encompasses all operations, from oil exploration sites to filling stations, and it
encounters numerous issues when supply chain is a long and laborious procedure. Producers and
transit countries must create an uninterrupted, reliable, and sustainable supply chain to meet energy
needs. Turkey is the most powerful nation that serves as an energy corridor for the transportation of oil
and gas because its geographic location. However, Turkey’s domestic law does not contain enough
provisions to strengthen and facilitate oil and gas procurement. Despite the addition of specific
guidelines for carrying out the Petroleum Law. A comprehensive, new energy strategy and legislation
should be adopted to meet Turkey’s future energy needs in the best possible situations. This paper
presents how can the Turkish oil and gas sector improve the legal framework for supply chain
sustainability.

Keywords: Energy, supply chain, sustainability, Transit country, Turkey
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1) INTRODUCTION

The oil industry is one of the essential elements of the world economy and has a powerful impact on the
expansion of other industries; for example, this energy source is used in many areas, such as powering
cars, providing electricity to heat homes and water, processes that remove chemicals used in modern
medicine and household cleaning products.! As energy needs increase, it affects the environment and
the economy. Greening the oil and natural gas supply chain against the increasing climate crisis will be
necessary for maintaining the sustainability of this supply chain. This study helps to understand that
when the global crisis in energy supply is considered, energy-dependent countries such as Turkey
should attach importance to the sustainability of the oil and natural gas supply chain and that
sustainability is a vital issue in the face of such crises. In order to solve the crises, it is essential to
ensure the supply process and sustainability of the oil and natural gas chain in legal dimensions. As
Turkey remains in a transit position between producer and consumer countries, the way to increase the
legal sustainability of the supply chain in the Turkish oil and gas sector is through the regulation of new
and detailed laws in domestic law. This study aims to help increase sustainability in the legal framework
in the oil and gas sector by examining the effects of existing laws and suggesting legislative
improvements. For this purpose, the theoretical and practical resources related to the subject have been
scanned in terms of subject, the reports of the organizations that regulate the market and are effective
in the market and the legislations related to the market have been examined. This study uses the Turkish
Petroleum Law, the Turkish Petroleum Market Law and the Turkish Natural Gas Market Law as the
primary source. Then, the study includes previous research in the energy field and reports from private
and public institutions. In the first part of this study, the concepts of sustainability and supply chain will
be explained, and then the general challenges in the supply chain process will be mentioned. Then, the
main subject of the thesis, the Turkish oil and gas sector and the problems in the supply chain will be
examined within the legal framework. Finally, what can be done to improve the supply chain, what the
current energy policies can be and how to ensure the sustainability of the supply chain will be discussed.

2) WHAT IS THE SUSTAINABILITY AND SUPPLY CHAIN IN OIL AND GAS SECTOR
A. Sustainability

Sustainability is at the heart of understanding the Oil and Gas sector.? The Oil and Gas industry has a
primary role in successful sustainable improvements because its products using in economic and social
workouts.® The term sustainability in O&G sectors should not indefinitely imply the extraction/production
of O&G.* The main idea of sustainability connects to "balancing environmental, economic and social
concerns" eventually. ® Economic sustainability is to provide economic development by protecting the
environment and people.® It guides efficient resource consumption by minimising resource use's
adverse effects.” Environmental sustainability is concerned with protecting natural resources, such as
minerals and the atmosphere, without which human beings would not exist.® Social sustainability can
be considered an element that can be viewed as human rights, institutional strength, environmental
justice, and personal consumer or moral issues.®

The legislator is one of the effective providers of sustainability practice in any industry organization.'®
Legal regulations can provide the necessary support for the more efficient implementation of
sustainability.' Overall, sustainability is the guiding principle of the policies in the Oil and Gas sector of
the twenty-first century and it is associated with resource protection, long-term sustainability, corporate

' Svetlana Lisitsa and others, “Supply-chain Management in the Oil Industry” (2019)110 E3S WC 1.

2 Wan Nurul Karimah Wan Ahmad and others, “Sustainable Supply Chain Management in the Oil and Gas Industry” (2015) 23
BIJ 1423.

3 Wan Nurul Karimah Wan Ahmad and others, “Commitment to and Preparedness for Sustainable Supply Chain Management in
the Oil and Gas Industry” (2016) 180 JEM 203.

4 Bhaskar B. Gardas and others, “Determinants of Sustainable Supply Chain Management: A Case Study from the Oil and Gas
Supply Chain” (2019) 17 SPC 241.

5 Ahmad and others, “Commitment to and Preparedness for Sustainable Chain Management in the Oil and Gas Industry” 203.

8 Tijiani Abubakar, “A study of Sustainability in the Oil and Gas Supply Chain” (DPhil Thesis, University of Central Lancashire
2014) 33.

7 Abubakar, 34.

8 Abubakar, 36.

® Abubakar, 38.

© Abubakar, 40.

" Abubakar, 41.
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survival and competitiveness."?

B. Supply Chain

The supply chain plays an essential role in maintaining the Oil and Gas industry.'® The supply chain has
three value streams; upstream, midstream and downstream.' The upstream consists of exploration and
production activities, while the midstream consists of a distribution system consisting of pipelines and
tankers to transport the crude oil to the refinery facilities.’> The downstream includes the refining,
marketing, wholesale and retail stages and forms the final step of the system.'® Good supply chain
management can improve the efficiency of an oil production facility and its supply.!” A company in the
supply chain depends on its upstream suppliers and downstream distributors as the flow of materials,
information and capital throughout the supply chain.'®

The O&G industry is part of the global supply chain that includes international and national
transportation, export and import services, so it is an area where sustainability is important in Supply
Chain Management (SCM).'® Sustainable Supply Chain Management (SSCM) is "the achievement of
an organization's social, environmental and economic objectives through the systematic coordination of
corporate business processes to improve the company's strategic and long-term economic
performance".2’Adopting SSCM will improve the efficiency of exploration, production, and distribution
and decrease potential accidents.?’

i Upstream

The upstream segment of the oil and gas business, also known as exploration and production (E&P)
activities, involve operations related to the exploration, recovery and production of crude oil and natural
gas.?? Upstream oil and gas operations detect deposits, drill wells, recover raw materials from
underground, and include related services such as rig operations, feasibility studies, machinery rental
and extraction chemical supply.?

ii. Midstream

Midstream includes the infrastructure used to transport crude oil and petroleum products and primarily
covers facilities and processes located between the upstream and downstream oil and gas segments.
24 In most cases, oil and gas reserves are not located in the exact geographic area as refinery assets
and significant consumption areas, so transport is a large part of mid-range activities and may include
the use of pipelines, truck fleets, tanker ships and railcars.®®

iii. Downstream

Downstream deals with the processing, transportation and selling of refined products made from crude
0il.?8 Downstream provides thousands of products to end-user customers worldwide, including gasoline,
diesel, jet fuel, heating oil and road asphalt.?” Downstream operations include refineries and marketing,
and these services convert crude oil into usable products such as gasoline, fuel oil and petroleum-based

2 Abubakar, 24.

13 Gardas and others, 241.

4 |bid.

15 |bid.

16 |bid.

7 Lisitsa and others, 1.

18 |bid.

19 Gardas and others, 241.

20 Wan Nurul Karimah Wan Ahmad, and others “An Integrity Framework for Sustainable Supply Chain
Management Practise in the Oil and Gas Industry” (2017) 60 JEM 578.
21 Gardas and others, 241.

22 |jsitsa and others, 6.

23 |bid.

24 Lisitsa and others, 7.

25 |bid.

28 |bid.

27 |bid.
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Table 1: Oil and Gas Value Chain?®
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3) SUPPLY CHAIN AND CHALLENGES IN OIL AND GAS SECTOR

The supply chain plays an essential role in maintaining the Oil and Gas industry; it concerns the value
chain from oil exploration areas to fuel stations.>® Recently, there have been concerns that the oil and
gas industry may have entered an era of scarce resources; however, there is still potential consideration,
including currently known and reserved reserves, increased scope for recovery from existing fields with
new technologies, and more potential discoveries.®' Therefore, the challenge facing the oil and gas
industry is not whether there are enough resources but how to put those reserves into production and
get the outcomes to consumers at the lowest possible cost.*?

Each area in the supply chain represents a significant challenge.®® In this process, besides the risks
such as terrorist threats and natural disasters, oil and gas also include legal risks such as loss of
confidence in the company and loss of productivity.3* In general, some commonalities will apply to the
oil and gas industry as a whole. Issues such as political approval and decision making, applicable legal
framework, international oil price, capital-intensive nature of the industry, the geographical scope of
activities are factors that increase the level of legal risk for international oil and gas companies.?® The
European Union has various policies on sustainable energy.*® For instance, legal frameworks such as
the sustainable finance package are being created in the EU oil and gas sector for the reasons
mentioned above.3” Countries in the European Union should benefit from activities on a national scale,

28 |bid.

2 Eloy Alvarez and others, 'The Oil and Gas Value Chain: A Focus on Oil Refining' (2018) 46 CO 3.

%0 Gardas and others, 241.

31 Christopher M. Chima, “Supply Chain Management Issue in the Oil and Gas Industry” (2007) 5 JBER 27.

32 Chima, 28.

33 Raed Al Hussain and others, “Supply Chain Management in the Petroleum Industry: Challenges and Opportunities” (2006) 1
IJGL&SCM 92.

34 Shepherd and Wedderburn LLP, ‘Legal Risks in the Oil Industry’ (OGEL 10 August 2007)
<https://shepwedd.com/knowledge/legal-risks-oil-industry-0> accessed 10 August 2007.

% |bid.

% Yildiz Munevver Koc and Muhammer Garip, “Relationship between Sustainable Energy and Environment in Turkey and
Europe” (2008) UTES 153.

37 Dr. Gokce Mete and Dr. Sergei Vinogradov, “Legal and Economic Challenges to the Future of Natural Gas Export
Infrastructure in the EU in the Light of its Policy on the Energy Transition” (2019) 17 OGEL 1.




210036902

make better use of the internal energy market, for example, liberalize gas markets and make them
competitive.38

Appropriate government intervention can increase the performance of the oil and gas industry supply
chain, making green improvements and thereby making it more sustainable.®® For example, the
government can provide financial incentives to strengthen competition in the market, tax those who do
not comply with environmental regulations.*’ In a significant part of environmental problems, the
responsibility belongs to multinational companies, who are in an important position in solving the
problems.*' For example, oil companies in Turkey are subject to specific environmental conditions and
must obtain environmental licenses before starting their work.#2In conclusion, as energy demand
continues to increase, governments, suppliers, and customers must benefit from working together and
evolving to ensure the sustainability of the O&G supply chain.*?

4) TURKISH OIL AND GAS SECTOR AND CHALLENGES

Turkey, with a surface area of 781,000 km?, is located between Europe and Asia, and due to this
geographical location, it has an essential role as a natural 'energy corridor' between the primary oil and
natural gas produced in the Middle East and Western countries.** The EU imports 70% of its natural
gas and will therefore require the transportation of this natural gas from both the Caspian Basin and the
Middle East via Turkey.* For instance, The implementation of The Trans-Anatolian Natural Gas Pipeline
(TANAP), which carries Azerbaijani gas to Europe via Turkey, and the Turk Stream, which carries
Russian gas to Europe through Turkey, has brought Turkey's strategic importance to the fore.*® Turkey's
primary energy supply in 2020 was oil with approximately 30%, followed by natural gas with 27%.4" In
2021, a daily average of 69 thousand v/g crude oil was produced in Turkey.*® However, this is not
enough to meet its energy needs, and Turkey is a country dependent on oil imports.*® As in oil, Turkey
produced a total of 415 million m® of natural gas in 2021, but this production was insufficient to meet the
energy consumed and its dependence on natural gas imports continued.*® Regarding satisfying oil and
natural gas in Turkey, exploration activities in the Mediterranean and Black Sea regions are increasing.%’

38 Koc and Garip, 153.

3 Xiang Zhang and Abaid Yousaf, “Green Supply Chain Coordination Considering Government Intervention, Green Investment,
and Costumer Green Preferences in the Petroleum Industry” (2020) JCP 1.

40 Zhang and Yousaf, 2.

41 Oguzhan Bati, “Sustainable Development and Renewable Energy Sources in Turkey” (PhD, Marmara University 2013) 59.

42 Umit Hergiiner and others, “Energy: Oil & Gas” (2020) CGPG 14.

43 Ahmad and others, “An Integrity Framework for Sustainable Supply Chain Management Practise in the Oil and Gas Industry”
579.

4 K. Kaygusuz and A. Sari, “Sustainable Energy Policies in Turkey” (2011) ESPEPP 209.

45 Mustafa Balat, “Security of Energy Supply in Turkey: Challenges and Solutions” (2010) 51 ECM 1999.

46 Turkish Petroleum Corporation, 'Oil and Natural Gas Sector Report' (2021) <https://www.tpao.gov.tr/file/2206/2021-petrol-ve-
dogal-gaz-sektor-raporu-861629db02eb5624.pdf> accessed 31 July 2022.

47 Ibid.

8 Ibid.

4 Ibid.

%0 |bid.

51 Ibid.
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Table 2: Resource Allocation of Turkey's Energy in 2020%
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A. Legal Framework

To talk about the historical development of the petroleum and natural gas legislation of the Republic of
Turkey, the legal scope of the sector started with the Law No. 725 on Petroleum and Gasoline
Exclusivity, which entered into force in 1926, the first law of the Republic of Turkey on petroleum and its
derivatives.®® According to this law, the state monopolised petroleum and gasoline imports and imported
products were delivered to consumers through domestic dealerships.>* Then, in 1954, the new
Petroleum Law No. 6326 was enacted.>® According to this law, while the exploration and production of
oil resources through the private sector as quickly, continuously and effectively as possible takes place,
it can be said that liberal regulations are in place to meet the needs of the period.>® However, the
expected developments could not be achieved with this law and solutions were sought with various
changes made in the law.5” Today, oil exploration and production activities classified as upstream have
been legalized again under Turkish Petroleum Law No. 6491.5% On the other hand, midstream and
downstream are subject to a different law, Petroleum Market Law No. 5015, and thus, it is accepted that
a new era has begun for the Turkish petroleum industry.5® While natural gas exploration and production
activities are subject to Petroleum Law no. 6326, natural gas midstream and downstream activities are
regulated by the Natural Gas Market Law No. 4646 adopted in 2001.%° Afterwards, the Energy Market
Regulatory Authority was established to supervise the activities for the market where the public audit
was insufficient and to take place in front of the market players.®' EMRA has been given the authority
to regulate and audit within the framework of this law.®?

%2 |bid.

53 Mehmet Suat Kayikci, “Petroleum Market Law” (1rd edn, OIL 2019) 5.
% |bid.

% Kayikci, 7.

%6 |bid.

57 Kayikci, 8.

%8 Kayikci, 2.

%9 |bid.

60|, Yilmaz Aslan, “Energy Law” (1rd edn, EBYD 2009) 171.
61 Kayikci, 3.

62 Aslan, 160.
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i. Energy policy

Turkey is faced with many difficulties in almost all fields of energy policy.®® In order to develop and
improve energy policies, effective communication and coordination should be developed between
government institutions and energy stakeholders.®* Turkey’s energy policy tries to provide energy supply
in a reliable, timely manner, taking into account the environmental impact, in a way that supports and
guides the targeted growth and social development economically.®® The government has focused on
improving domestic production by utilizing public and private services and increasing efficiency by
accelerating existing programs to create new investments.®® Turkey has made various legal
arrangements and joined some international agreements on climate change.®’” The Paris Climate
Agreement is one of these international agreements, and Turkey has gained a new perspective in the
fight against climate with this agreement and continues to progress effectively and decisively in
increasing energy efficiency.58

ii. Energy efficiency

Energy efficiency can be defined as a concept related to ensuring supply security in energy, making
energy costs sustainable, increasing the fight against climate change and protecting the environment.®®
There have been significant developments in Turkey to increase energy efficiency.”® Turkey also
adopted Energy Efficiency Law No. 5627 in 2007, and the primary purpose of this law is to increase
energy efficiency, reduce waste, and protect the environment.”! Under this law, it is decreed that
companies plan their operational activities in line with energy efficiency and environmental issues and
implement these plans.” Within the scope of the law, it has been stated that public institutions are
required to conduct training and information activities for energy-consuming institutions and
organizations.”® The law has been regulated in great detail on implementations and has brought
responsibilities such as Energy Management for the management of industrial enterprises, commercial
buildings above specific consumption, service buildings and public buildings.” For example, by law,
companies are obliged to appoint an employee as an energy manager, and as a result of the research,
75% of the companies have employed energy managers.”

B. UPSTREAM

Since Turkey's oil and natural gas needs are generally met through imports, oil and natural gas
exploration activities have increased to improve domestic production.”® In August 2020, the Turkish
Government announced that it had discovered an estimated 320 billion cubic meters of natural gas in
the Black Sea, and this discovery is expected to go into production by 2023.77

The Turkish Petroleum Law and the relevant secondary legislation contain detailed provisions regarding
the obligations and penalties for the upstream oil and natural gas sector participants.” As for natural
gas, the Natural Gas Market Law (NGML) covers the import, distribution, storage, marketing, trade and
export of natural gas, the license requirements for these activities and the rights and obligations of the
persons concerned.”

83 Kaygusuz and Sari, 217.

64 Kaygusuz and Sari, 218.

% Balat, 1999.

% |bid.

57 Hergiiner and others, 14.

8 Aynur Demir, “Turkey Evaluation at the Paris Agreement and the 26th Conference of the Parties (COP 26): Obligations and
Responsibilities” (2022) 15 BDC 169.

8 Zeynep Bereket Bas and others, 'Turkey Energy Sector Legal Status Report' (ELRI 2020) 116.

70 Bas and others, 118.

" Mehmet Efe Biresselioglu and others, “Interpreting Turkish industry's perception on energy security: A national survey” (2017)
67 RSER 1214.

2 Biresselioglu and others, 1214.

3 lbrahim Uzun, 'Turkey Energy Outlook and Energy Efficiency' (2022) 66 EMU 17.

" Uzun, 17.

75 Biresselioglu and others, 1214.

76 CMS, “Oil & Gas Laws and Regulations in Turkey” < https://ceelegalmatters.com/oil-gas-2022/oil-gas-turkey-2022> accessed
23 March 2022.

7 Sera Somay and others, “Oil and Gas Regulation in Turkey: Overview” < https://ca.practicallaw.thomsonreuters.com/5-524-
3232?transitionType=Default&contextData=(sc.Default)&firstPage=true> accessed 1 September 2021 3.

8 Somay and others, 5.

8 CMS, “Oil & Gas Laws and Regulations in Turkey” < https://ceelegalmatters.com/oil-gas-2022/oil-gas-turkey-2022> accessed
23 March 2022.

10
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Turkish Petroleum Law does not contain a separate definition for unconventional gas, shale gas or oil
resources, but this law also covers oil non-conventional gas and oil resources.° For this reason, it can
be said that the incentives and measures provided to oil, as defined by the Petroleum Market Law, also
cover non-conventional energy sources unless expressly stated otherwise.®'

The following public regulatory authorities regulate the extraction of oil and gas:®?

1. Ministry of Energy and Natural Resources (MENR) controls the energy sector is liable for energy
policies and the transportation of petroleum.83

2. Energy Market Regulatory Authority (EMRA) controls and follows energy market works, allowing
licenses to market activities. EMRA’s obligations are managed by the Law Regarding
Organization and Function of Energy Market Regulatory Authority No. 4628. 84

3. General Directorate of Petroleum Affairs (GDPA) is the primary service department of MENR
and regulatory authority upstream petroleum facilities.8®

Following National Oil or Gas Company:%

1. The Turkish Petroleum Pipeline Corporation (Pipelines and Petroleum Transport Corporation —
BOTAS) is a state-owned economic enterprise, including the construction and operation of oil
and gas pipelines.®” BOTAS does not have the authority to regulate market activities and is
subject to Natural Gas Market Law No. 4646 and Petroleum Market Law No. 5015 regarding
operations.®

2. Turkish Petroleum Corporation (TPAQ) is another state-owned enterprise investing in activities
such as exploration, drilling and natural gas storage, as well as in these activities.®® TPAO's
activities include importing and exporting crude oil, natural gas and petroleum products, as well
as the distribution and marketing of petroleum.*®

With the enacted Turkish Petroleum Law, a more liberal and open approach to investments has been
adopted.®’ Compared to the previous law, more of the rules imposed on the participants in the basin
have found a new place, and the concept of 'national interest' has been abolished.®> The Turkish
Petroleum Corporation (TPAO) obtained an exploration license on behalf of the state based on the
concept of national interest and thus gained an advantage in applications, but TPAO's advantage was
lost when it moved away from this approach.®® It is argued that applying different policies instead of
national interest for the Turkish economy causes economic problems in the long run.®*

According to the Turkish Petroleum Law, it has the right to obtain a license and lease it for petroleum
exploration and production in private companies.® Thus, it can be said that foreign capital cannot be an
obstacle in front of it.°¢ The absence of a limit to be applied in a company's exploration license may
create a monopoly of a single company, which may harm the country's security.®”

80 Somay and others, 5.

8 |bid.

82 |bid.

8 Hergiiner and others, 1.

8 |bid.

8 |bid.

8 Hergiiner and others, 3.

87 |bid.

8 |bid.

8 |bid.

0 |bid.

91 Herbert Smith Freehills, “A Survey Current Issues in the European Energy Sector” (9 edn EEH 2015) 174.
%2 Freehills, 174.

% |bid.

% Nurgul Cakir, “New Turkish Petroleum Law Enacted” <
http://www.Iglatt.com/Gorseller/Yayinlar/ce0d8efe13824cdda611eb9162feb443.pdf> August 2013.

% Hergiiner and others, 3.

% Umut Akin, “Turkey’s New Petroleum Law: General Framework and Incentives” <
https://www.financierworldwide.com/turkeys-new-petroleum-law-general-framework-and-incentives#. YuGuWy8w1QI> accessed
June 2014.

%7 Necdet Basa, “Concluding Statement Key Findings and Problems Recommendations for Solution”, Energy and Law (Union of
Turkish Bar Association 2014) 135.

11
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According to the Turkish Petroleum Law, there are three types of licensing: research permit, exploration
license and production lease.®® According to Article 5 of the Petroleum Law, Research Permit allows
research to collect data with methods such as geological and geophysics but does not allow drilling
wells.®® Under Article 6, the Exploration license gives the right to explore within the determined land,
and if the license holder finds an oil reserve in the sought area, it is obligatory to apply for a production
lease for oil development and production.'® According to the 6th article of this law, the oil and natural
gas exploration limits have been determined as 100,000 on land and 1,000,000 on the sea, but this limit
is considered restrictive to competition in the oil and natural gas exploration.'®! However, it can be said
that this article contradicts the purpose of the law since some regions are full of licensing and face the
risk of not being able to carry out any activities.'%?

According to the Turkish Constitution, the right of ownership and exploration of natural resources
belongs to the Turkish State.'®® However, it can be given to the lessee with specific term licenses for
upstream activities.'* It has to pay a one-eighth share to the state for the oil produced during this license
period.'®® However, it is possible to say that the government share taken from the oil produced is not
following the principle of legality due to the lack of essential elements that should be regulated according
to the Turkish Tax Law.!%

Income from petroleum activities is taxable, and the sum of taxes payable by the petroleum right holder
cannot exceed 55% of the licensee's income.'®” While limiting tax liabilities of petroleum rights holders
and benefiting from various exemptions facilitates their upstream activities, it also offers various
incentives.'® For example, persons carrying out exploration activities are exempt from value-added tax
within the scope of oil exploration activities.'®® However, there are explicit provisions in the Turkish tax
law regarding oil and natural gas activities, as well as unclear provisions, which cause conflicts in the
sector."'® For example, while the Turkish tax legislation has determined depreciation for oil exploration
and development activities, within the scope of the Turkish Petroleum Law, MENR' Certain depreciation
will be applied.""!

Today, upstream activities for exploration and production in the oil and natural gas sector do not cover
a significant part of the sector, as they are not high, and therefore legal and regulatory restrictions have
not been introduced, and upstream investments have been encouraged.''? Thus, it is aimed to sustain
oil exploration and production activities quickly and efficiently."'® Considering the number of wells in
Turkey in recent years, it can be concluded that the Petroleum Law has increased oil and natural gas
exploration and production activities."'*

% Hergiiner and others, 3.

% |bid.

100 |bid.

101 Hikmet Ulugbay, “What does the Turkish Oil Law Bring and What Does It Remove?” <
https://hikmetulugbay.wordpress.com/2007/01/23/turk-petrol-kanun-neler-getiriyor-ve-neler-goturuyor/> accessed 23 January
2007.

92 Basa, 135.

193 Sera Somay and others, 12.

194 Herguner and others, 3.

105 |bid.
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C. MIDSTREAM

Midstream can be defined as the activities that ensure the transmission of the produced resources to
the consumers.''® Within the scope of these activities, oil and natural gas are collected, purified, and
different products are separated and transported to processing facilities.''® These products are
transported via pipelines and are included in the midstream activities in the supply chain.'” Pipeline
transportation is the most widely used method for oil and natural gas transportation.'®

For these resources to be sustainable and accessible at affordable prices, pipelines must be built
between countries.""® While Turkey is one of the essential oil transit countries in the world, it is also
increasingly involved in gas pipeline projects.'® The transit passage of oil in Turkey was regulated by
Law No. 4546 on the Transit Passage of Petroleum Pipelines in 2000."?' This law aims to ensure the
implementation of international agreements to which Turkey is a party in the transit transportation of
oil."?2

i Transportation

Turkey is an important energy transit country in natural gas and oil transportation.’?® As seen in the
figure, cross-border pipelines are passing through Turkey.?*

Table 3: Gas and Oil Pipeline Map'®
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Gas Pipeline:

l. Blue Stream Gas Pipeline is the third natural gas agreement Turkey has signed with Russia to
import natural gas, and unlike the others, it carries natural gas directly to Turkey without any
transit country.'?®

Il. The Eastern Anatolian Gas Pipeline is a pipeline that emerged to diversify Turkey's suppliers
and emerged as a result of the agreement made with Iran.'?” With this pipeline, Turkey's
dependence on gas from Russia has decreased.'?

. Baku- Thilisi- Erzurum Gas Pipeline, also known White Stream, aims to transport the natural
gas produced in Azerbaijan to Turkey via Georgia.'?®

V. Turkey Greece ltaly Pipeline is the first pipeline project to carry Caspian natural gas to the
European market via Turkey, and natural gas is transported to Europe without using the Russian
infrastructure.°

V. Bati hatti is Turkey’s first natural gas pipeline and it carries the Russian gas to Turkey.'®!

Transit Pipeline:

l. Irag- Turkey Petroleum Pipeline (ITP) is Turkey’s first international pipeline that transport Iraq
oil via Ceyhan to international markets.'*?

Il. Baku- Tbilisi- Ceyhan Petroleum Pipeline (BTC) is a 1750 km pipeline stating from Baku city of
Azerbaijan, passing through Thilisi city of Georgia and reaching the port of Ceyhan.'

[l The Trans- Anatolian Gas Pipeline (TANAP) is an 1,850-km pipeline that is part of the Southern
Gas Corridor system and provides natural gas transport from Azerbaijan to Europe.'3* TANAP
is a significant pipeline that sets an example for other projects for a sustainable future.'3®

V. Turk Stream is a pipeline that transmits Russian gas under the Black Sea to Turkey and
Europe.'3

The Petroleum Market Law aims to carry out market activities in a competitive environment.' In this
context, the refining, transmission and transportation operations are subject to a license issued by
EMRA."3® According to the Petroleum Market Law and the Natural Gas Market Law, a license must be
obtained from EMRA to carry out the activities regulated in this legislation.'*®

Under Article 4 of the Natural Gas Market Law, BOTAS is the owner of all existing, under construction
or planned sections of the national natural gas transmission networks allowed.'*® Although different
investors are encouraged to enter the sector, BOTAS remains an essential and dominant company.'*’
BOTAS handles the oil transportation activity, and EMRA sets the tariff, but BOTAS is the only
authorized agency for oil pipeline transmission.'#? In order to maintain its influential position in terms of
pipelines, Turkey needs a company that can compete with the energy companies of other countries and
maintain the dominant position of the public share as in many countries.'*? For this reason, it would be
beneficial to combine companies such as BOTAS and TPOA with the help of the public without harming
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the private sector and to carry out energy policies from a single source.'**

The cross-border pipeline legal framework is quite complicated.™® The general problem with cross-
border pipelines is the lack of an overarching legal framework guiding pipeline projects.'# It can be said
that this situation is caused by the fact that the pipelines pass through various jurisdictions, and each
country's rules are different.'” There are legal problems such as third-party rights and no
comprehensive legal regime to control the contracts signed by the parties.'*® A flexible legal framework
needs to be established so that the construction of pipelines can continue stably and investors trust the
project.'4®

Considering the agreements that form the basis of the pipelines, we can talk about the Baku-Thbilisi-
Ceyhan Oil Pipeline.’™ The agreements signed for pipelines put the signatory states under
responsibility, far beyond the agreements seen in the field of international law in general.'®" The fact
that the states will bear the damage that may arise in the event of the pipeline being delayed and the oil
not starting to be transported on time has enabled the international company to be in a privileged position
vis-a-vis national states.’®? As in the Baku-Thbilisi-Ceyhan Pipeline project, excessive contractual
provisions that allow legal and judicial arrangements to be made and cause the national state to
renounce its internal sovereignty increase its liability excessively.'®® There may be a risk that the balance
between the parties in the agreements made within the scope of Turkey's 'energy corridor' policy could
not be achieved, negatively affecting the relations between other countries for the pipelines planned to
be built in the future.%*

According to Article 4 of the Natural Gas Law, a legal entity that wants to get a license has the economic
and technical power to import.'® Secondly, the source of the natural gas to be imported, the availability
of information about the production and transmission facilities, the receipt of the commitments specified
by the institution from a legal entity who will be stored, and finally, having the qualifications to contribute
to the development and security of the national transmission system conditions are sought.'>® However,
it is clearly understood that EMRA is given broad discretion as these conditions are not sure, and some
demands are not related to being an importer, for example, the adequacy of contributing to the
development of the national transmission system.'S” Such conditions may distort importers' competition
and cause various injustices and arbitrary practices.'®® In Article 4 of the Law, the activities that the
transmission companies are obliged to comply with are regulated.>® One of the obligations written in
the sub-clauses of the article is to pay attention and not hinder the system's functioning, but it is not
clear what is meant by the operation of the system here.'®® Another obligation is that the transmission
company makes a transportation contract with other importing and manufacturing companies and a
delivery contract with free consumer and storage companies.'®’ However, making such a distinction
here has no practical benefit and restricts the freedom of contract.®?
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ii. Storage

Storage refers to the storage of natural gas or liquefied natural gas (LNG) to meet the deficit in case of
natural gas decreases within the scope of daily and seasonal changes.®® Turkey has recently attached
importance to natural gas storage, but the storage capacity is insufficient and needs to be increased.®*
The reason for this problem is that due to the absence of a 'take or pay clause' in Turkey's natural gas
agreements, there is a supply difference between consumption and imports, and Turkey is responsible
for paying for the natural gas it does not use.'® However, in a decision, The Competition Authority
examined the warehousing activities and, as a good decision, stated that warehousing is an essential
activity in the Shell-Turkas merger and that no situation will result calmly from the merger since the
market has not yet developed.'®®

With the 'Host Government Agreements', the security of the oil and natural gas pipelines has been
accepted to be provided by Turkey for the part within the borders of Turkey.'®” According to Article 6 of
Law No. 4586 on Pipelines and Transit of Petroleum, BOTAS is responsible for ensuring the security of
pipelines.'® BOTAS monopolizes the storage activity as in the transmission activity.'®® Legal persons
must obtain a license to engage in storage activities, and within the scope of this license, they must
have the technical and economic competence to store and put the gas under their disposal into service
in an impartial and equal manner.'° However, the issue of economic adequacy is ambiguous, concrete
and objective criteria should be introduced in this regard, and detailed regulations regarding third parties'
transparency and access rights are required to provide equal and impartial service.'”!

In transmission and storage activities, the right of third parties to access the service is protected, and
the right of access is an exception to the contractual obligation protected by the constitution.'”2 However,
necessary interventions must be made to create a competitive market.'”® According to Article 3 of the
Petroleum Market Law, even if the license holders have granted a license exemption to the warehouses
to be used for their own needs, EMRA requires a license for this use, and even if they are registered in
the license, no service can be provided to third parties.'” It may be more reasonable not to apply this
ban to those holding refineries and distributor licenses because EMRA's failure to allow third parties to
provide services, despite the explicit provision in the Petroleum Market Law, is against the law.""®

There is no workable plan to change the new legal framework for Petrol and gas activities, but MENR
is implementing policies to increase Turkey's storage capacity and reduce reliance on imported natural
gas."”® Although Turkey is an essential country in oil and natural gas transportation, it has not become
an energy centre in terms of sustainability.’”” One of the reasons for this situation is that Turkey could
not provide sufficient freedom in the gas market, competition remained low, and BOTAS dominated the
sector.'”® As mentioned above, the purpose of detailed regulation in the law harms the freedom areas
of the companies, while the poorly written language and the inability to distinguish the areas that have
to be regulated create various difficulties."”®
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D. DOWNSTREAM

i Petroleum

Legislative amendments made to complement the Petroleum Law and to adapt and develop the free
market economy were insufficient, so a separate Petroleum Market Law was enacted to regulate
downstream activities.'® The purpose of the law in Article 1 of the Law is to establish a safe and
sustainable formation that will harmonize the interests of consumers and parties in the market with the
principles of public policy and that will ensure a transparent, equitable and efficient operation.'® The
principle of equality is one of the obligations of licensees following the law, which means that those who
operate in a competitive market are treated equally and that their activities are not disrupted by
discrimination.'® The principle of clarity, which is another obligation, is a principle that essentially
includes information sharing and aims to prevent corruption in various tenders.'® The principle of
competition is complementary to the principle of equality and aims to ensure freedom of competition,
protection of equality of opportunity and freedom, and the protection of the consumer in social terms. '8
With these principles, it was desired to protect the market's sustainability.'®® The scope of the law covers
the activities such as distribution, transportation, dealership, import and export, which are carried out
only until the oil received from the country and abroad are presented to the consumers. '8¢

According to Article 2 of the Petroleum Market Law, natural and legal persons must obtain a license
from EMRA to operate in the market."®” Persons who will apply for a license are required to be residents
in Turkey, registered in the trade registry, tax liable and not convicted of smuggled oil."8 In addition,
according to Article 3 of the Petroleum Market Law, it may request letters of guarantee from license
holders in matters to be determined by EMRA.'® However, it is illegal not to draw a framework limiting
EMRA regarding this obligation.®

The process of obtaining new products by utilizing different vaporization points of oil is called refining,
and the refining process is within the scope of oil market activity by the Petroleum Law.'®" The refinery
license holder is permitted by law to engage in fuel oil activities with the distribution company, but
whether the refiner will act discriminatory or not is essential.'®? Refinery license holders are charged
with responsibilities such as giving priority to the delivery of fuel and other products needed for national
security, meeting the demands of the Turkish Armed Forces, and providing other companies with the
conditions that they recognize for their own distribution companies, by Article 5 of the law.'® For
example, according to the law, the processing activity is the extraction of new products from petroleum
and other chemical products, that is, the petrochemical activity.'® In addition, biodiesel is counted as a
blending product; after it was included in the scope of the processing license by EMRA, license holders
who were under the licensing condition and many obligations suspended their production facilities or
focused on other activities.'®®

Although there is no market activity in the law for Mineral Oil Production, the condition of obtaining a
license has been introduced.®® Although mineral oil is suitable for energy production, it is taxed lower
than products such as gasoline, and due to this situation, it is generally used as fuel in vehicles'®”. Due
to the differences in taxation, there has been an increase in its use other than the purpose of the product
and the rate of smuggling has increased, causing damage to the country.'®® In order to prevent these
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damages and control smuggling, a national marker application has been started.'®

Distribution activity is defined as fuel wholesale to free users and sales to dealers.??° Article 9 of the
Petroleum Market Law states that those who will supply crude oil and fuel oil from abroad must have a
refiner or distributor license.2?' However, in the continuation of the article, there is no information
regarding the purpose for which the license holders can import oil and what they will do with it.?%?
Distribution companies to carry out their activities, they can distribute to the fuel stocks operated by their
property or with the dealers to be formed by contracts.?%® According to the law, the sales made by the
distributors at the stations they operate are limited to fifteen per cent of the total domestic market share
of the distributor.2%* While this percentage is written as 'self-operated stations' in article 7 of the fifteen
per cent limitation law, it is written as 'fuel stations in own property and operation’ in article 34 of the
Petroleum Market License Regulation.2?® Despite the difference in the provisions of the regulation, the
calculations regarding whether the limit was exceeded until 2011 were made on the distributor's
property.?%® The relevant regulation was amended in 2011, but the Council of State cancelled the
provisions.?” It is wrong to limit the interpretation of the provisions of the regulation, which is based on
a law that does not even include the definition of control, and this court decision is wrong.?%®

The law defines the dealership as a fuel supply activity to natural or legal persons by the fuel companies,
depending on a feasibility agreement of mutual obligations.?®® In the law, at the expiration of the
dealership contract, the dealer must continue to operate in a way that is understood to be using the
products of the new distributor with which he has signed the contract and must remove all indications
related to the old distributor company within one month at the latest.?' However, in the law, violation of
the essential obligations and violation of the obligations of the distribution activity are separated.?'! It is
unclear why this distinction is made, and it is impossible to say that the distribution obligation protects a
greater legal interest.?'> The same applies to the ban on refuelling vehicles outside the station, but it is
likely that this liability also covers distributor license holders; however, if there is this intention, it should
be written clearly in the law.?'®> EMRA sees dealers and imposes sanctions on the breach of these
obligations.?'*

According to the Petroleum Market Law, it is regulated that the prices of oil and petroleum products will
be formed according to free market conditions.?' In this direction, crude oils of different quality are
evaluated in line with world prices and imported accordingly.?'® Domestic crude oil production must be
purchased at the prices to be formed according to the criteria given in the law.?'” Although this situation
is in line with the liberal market requirements, the sector is protected.?'® Although the law is based on
price freedom, EMRA has been given the authority and duty to intervene in prices that occur under
certain conditions.?'® For EMRA to intervene in prices, there must be agreements of this nature to
prevent, disrupt or restrict activities or competition in the oil market.??® Therefore, high or low prices
alone are insufficient for EMRA to intervene.??!

% Dr, Dogan Gedik, “National Marker as a Technical and Administrative Tool in Fighting Oil Smuggling” (2020) 43 TAAD 290.
200 Ors, 125.

201 Kayikei, 52.
202 Kayikci, 53.
203 Kayikci, 57.
204 Kayikci, 58.
205 |pjid.

206 |pjid.

207 Kayikci, 59. Also look, 2012/507 [21/03/2013] Council of State.
208 Kayikci, 60.
209 Ors, 130.

210 Kayikci, 82.
21 Kayikci, 83.
212 |pid.

213 |pid.

214 |pbid.

218 Kayikci, 108.
216 Kayikci, 109.
217 |bid.

218 |pid.

219 Kayikci, 115
220 |pjid.

21 |pid.

18



210036902

ii. Gas

It can be said that the purpose of Natural Gas Market law is to put an end to the monopolistic structure
of the natural gas sector and to create a competitive structure while establishing a financially strong,
stable and transparent basis for the market.??? Considering the times when private sector investments
in Turkey were not high enough, it reveals that the current structure of the natural gas market is not
sustainable.?®® With this law, various advantages can be obtained by ensuring that the natural gas
demand will be met stably and securely, the investments to be made will increase due to the confidence
in the market structure, and the use of natural gas will become widespread.??* The Natural Gas Market
Law improves competition and private participation.??The primary purpose of the law is seen as
liberalizing the market structure and opening it up to competition, but it is necessary to evaluate whether
the provisions are sufficient.??%

Wholesale refers to the sale of natural gas to distribution companies and free consumers, and following
the Natural Gas Market Law, the company engaged in wholesale must obtain a license from the EMRA
for sale to be made to free consumers.??” However, wholesale also includes distribution companies of
natural gas, and while it is evident that licenses are required, it is not clear why the law distinguishes
them as only accessible consumers.??® Companies that want to obtain a wholesale sales license must
conclude the gas supply contract and transportation contracts and share information about where they
will obtain natural gas, under which transportation conditions they will sell, and whether they have
sufficient technical and economic power.??® If they cannot obtain a license after making these
agreements or if they are late, it can incur significant damage and cause problems in terms of the
system's functioning.23® The license holders will give the necessary information to EMRA; these
conditions make the licensing situation extremely risky.?"

The Natural Gas Market Law separates wholesalers as those who will sell to the 'distribution company'
and those who will sell to the 'free consumers', but it is unclear what different regulation needs this
distinction.?®2 Under this distinction, companies that wholesale gas to free consumers will provide gas
to their customers within seasonal, daily and hourly limits; companies that sell to distribution companies
have to make plans to meet their customers' seasonal maximum natural gas needs.?** However, due to
the system security, all the actors who give gas to the system and draw gas from the system have to
make seasonal, daily and hourly plans.?** In the law, it is foreseen to take storage measures, and
additional periods are defined for this.?*> While the additional period is two years for companies that will
sell to distribution, it is uncertain for those that will sell to free consumers.23¢ This article is an erroneous
regulation, and it is unclear what will happen if enough warehouses are built, and the way to cancel the
license causes negativities that must be applied.?%”

It refers to the legal person who markets the gas purchased from the exporting company, production
company, wholesale company or importing company abroad; legal persons who want to import natural
gas abroad must obtain a license from the EMRA.23 Exporting companies must show that they must
have technical and economic competence to obtain a license and with which vehicles they will export
natural gas to which country.?®® However, the technical and economic qualifications that the exporting
companies should have should be stated concretely and objectively with the regulations; otherwise, the
licenses may be rejected.?® In addition, it is obligatory for exporting companies to guarantee that they
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will pay the damage in case of damage to the system and to insure.?*' It was evident that loading under
these conditions makes exporting difficult.?4?

Distribution refers to the transportation and retail sale of gas through the local gas pipeline for delivery
to customers, and is a market with a natural monopoly.?*® Private companies and municipalities carry
out distribution activities in the city.?** The separation of the activities of transmission, distribution and
retail sales companies and the legal regulations to be made so that the suppliers can operate without
any difference according to the region and that the consumers can buy natural gas from the supplier
they want without any conditions will increase the competitiveness of the market.?4°

Article 11 of the Natural Gas Market Law mentions tariffs and regulates the price conditions for natural
gas sales and related services.?*¢ While creating tariffs in the natural gas market, it would be more
accurate for the sector to develop tariffs in natural monopolies with government intervention and the
market creating tariffs for other areas.?*” The same article of the Law states that no distinction should
be made between free consumers.?*®¢ When the Tariffs Regulation is examined, the principle of not
discriminating between equals is valid for all tariffs.?*® Here, it can be said that there is a mismatch
between the Law and the regulation; also, who will be considered "equal parties" in the market is
omitted.?®° For example, it is not specified whether those who buy the same amount of gas are equal.?®'
It can be accepted that the prohibition of discrimination between equals is violated if the two buyers are
considered competitors at the same level in cases where there is competition between them and a
distinction is made between them.?%? With such an application, the sustainability of competitive areas
with a fast and robust economy can be ensured.?3

iiii. Administrative Sanction

As a general regulatory and supervisory independent administrative authority in the energy market,
EMRA has essential duties such as licensing, imposing sanctions and arranging tariffs.?®* It is
understood that EMRA aims to create a fair, competitive market and to provide consumers with
affordable and quality energy.?>® EMRA is an influential institution responsible for creating a sustainable
and efficient market.?*® Although laws generally regulate administrative sanctions in energy markets,
the implementation of these sanctions is supervised through regulations.?®” EMRA has the authority to
issue regulations to regulate the market, and while making these regulations, it is required to act
following the purpose of the Laws.?%®

As arule, there are three different administrative sanctions in the Petroleum Market Law: administrative
fine, license cancellation and suspension of activities.?>® The first of the administrative sanctions that
EMRA can impose is an administrative fine.?®°In an example of a lawsuit brought to the Constitutional
Court, an administrative fine was imposed on the claim that the fuel station operated by the plaintiff did
not have the logo of the distributor company to which he was affiliated, and therefore he committed a
misdemeanour.?8" While determining the penalty, the administration has applied the penalty written in
the law as it is, without taking into account the size, profit, and weight of the fault of the company that
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committed the violation.?62 However, such an approach would be contrary to the principles of equality
between people, justice and moderation in punishments.?%3

Administrative sanctions have been made possible by EMRA for some activities other than the actions
listed and described in Article 19 of the Petroleum Market Law.?* It is foreseen that administrative
sanctions will be applied in case of violation of the legislative provisions enacted by EMRA within its
authority and in case of violation of the decisions taken by the institution.?6®> However, such an
interpretation would be contrary to the principle of legality of crimes and punishments and would give
EMRA a broad sentencing power.?%¢ The decision made in the Council of State accepted that the
decisions made by EMRA were within the scope of "other relevant legislation" in the law and became a
partner in this legal mistake.2%”

In Article 9 of the Law, violations requiring license cancellation are regulated.?®® When it becomes
mandatory to cancel the license for the distribution regions, the Authority cancels the license by taking
the necessary measures to prevent the service from being interrupted.?®® In addition to the license
cancellation, the facility belonging to the person whose license has been revoked has been proposed
to be sold by EMRA.?% The transfer of property to the public, which is another sanction, is a sanction
imposed directly by the administration against the people who intend this structure.?”' However, this
provision constitutes a violation of the right to property in the Constitution, and if the property right is in
the hands of a legal person, a practice such as selling it by the state on his behalf and his account is
unacceptable.?’? In order to prevent the natural gas energy from being disrupted, it may be a more
appropriate sanction to give the relevant person a certain period for the sale of the facility, not to carry
out the sales process within this period and to nationalize the facility.?”3

As a result, in the texts of the law regulating the administrative sanctions in the energy market, there are
many contradictions to the principle of fault, the principle of legality of crimes and punishments.?"#
Administrative sanctions are arranged in a complex and intertwined manner, complicating the
implementation of sanctions.?’® For this reason, it is a necessity to reorganize the legislation.?”®
Renewing the relevant regulations of the legislation in a systematic, understandable, and more prudent
manner will protect the competitive market and ensure its sustainability.?””

5) IMPROVEMENT AND TURKEY ENERGY FUTURE

Countries with natural gas reserves often use their wealth for political purposes, while countries between
the regions where there is supply and demand become players with high strategic importance in the
market.?’® Turkey's oil and gas reserves are minimal and therefore heavily dependent on imports to
meet its energy needs.?”® Although Turkey is an essential country in this respect, it is clear that its
position in the market will become even more critical with the newly made reservoir discoveries.?®

The importance of oil and natural gas exploration and production activities can be understood with the
new natural gas reserve discovered, as this discovery will strengthen Turkey's position in the
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international energy market and reduce its dependence on foreign energy.?' Therefore, energy policy
planning, a continuation of the liberalization and privatization process of the energy sector, and
improvement of coordination among government institutions in all energy-related fields are required to
improve Turkey's sustainability in the energy sector.?®? For example, in order to reduce these problems
and ensure stability, it can be ensured that TPAO works within a vertically integrated structure and works
as one of the leading actors in the sector.?® In order to protect the sustainability of the sector, Turkey
should adopt strategies that prioritize the concept of public interest and national interest instead of
moving away from it.?84 Legislation on oil exploration and production has different regulations from tax
laws and causes controversy; for this reason, the taxation part of the Turkish Petroleum Law should be
detailed, the deficiencies should be eliminated, and thus the delays in practice should be eliminated.?3°

Considering Turkey's geographical location, it has the opportunity to import oil and gas from various
countries to the country and to become an energy centre between countries with abundant energy
resources and European markets.?3¢ Therefore, creating more natural gas and oil lines through Turkey
will be important in terms of energy and sustainability.?®” Transmission companies are responsible for
the operation of their transmission lines but there is a need for a competent institution to inspect issues
such as security and efficiency.?® It should reduce excessive dependence on petroleum and natural
gas through legal measures.?® It should be prepared against oil and natural gas cuts, and sufficient
storage capacity should be created.?® It should reduce excessive dependence on oil and natural gas
through legal measures.?®' In order to establish liberal dynamics in the market, competition conditions
and third parties access to storage facilities should continue equally and impartially.?®? In addition,
attention should be paid to the harmful effects of obligations such as the take or pay clause on the
contracts' transportation and storage of oil and natural gas.?®® Such obligations bind buyers and sellers,
and detention, which makes new contracts, may create restrictive effects on competition.?** In order to
establish competition, the dominance of BOTAS in the sector should be reduced.?®®

For Turkey to strengthen its international position and ensure the sustainability of its energy sector, it
must have a liberalized domestic market.?®¢ Attention should be paid not only to upstream and
midstream activities, but also to downstream activities.?®” To maintain sustainability, the government
needs to work for market liberalization, including trade rules, transparency on competition and
diversification.?®® It is necessary for suppliers and consumers to trade in an open, transparent and well-
regulated market and to create the necessary physical infrastructure for this market.2®® One of the
problems is that the Turkish consumer has to buy natural gas at subsidized prices, and there is no cost-
effective pricing system.3% In order to ensure sustainability in the oil and gas sector for the consumer,
energy should be allocated with quality continuously and at the correct price.*®' The national market
system should be improved, and technical and legal changes should be made accordingly.3%?
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If development is desired to continue in an area, everything must be moderate.®*® For the oil and gas
market to continue efficiently and stably, the sanctions must be fair and deterrent, unambiguous,
proportionate and prudent so as not to cause injustice.3%

To sum up, lack of legislation, lack of market, and lack of economic incentives negatively affect the
sustainability of the supply chain in Turkey.3*® Compliance with the law should become the essential
condition for all investments.3% The rule of law should be accepted in all areas of the energy sector.3%”
In order to ensure sustainability in the energy sector, the problems that may be experienced in the future
should be considered, as well as the problems experienced today, and in this direction, the plan should
be considered.3®

6) CONCLUSION

Oil and natural gas are energy sources that play the most crucial role in the growth and development of
the world economy. Therefore, an uninterrupted energy source is needed for a sustainable order. For
this reason, although the activities in the oil and gas sector supply chain are essentially an area where
economic activities are carried out, understanding its legal framework is very important for the
sustainability of the sector. For this reason, the legal scope, supply chain and sustainability of oil and
gas sector activities are explained in this study. The concept of supply chain and sustainability is
explained in the first part of the thesis, and the activities in the supply chain process are briefly
mentioned. In the second part of the thesis, the general problems of the supply chain of the oil and gas
sector in the world are mentioned and how the supply chain can be made more sustainable and greener.
The third part of the thesis, the structuring of the Turkish oil and gas sector, the policies implemented
within this sector and the problems experienced in the legal framework are mentioned. Then, exploration
and production activities in the oil and natural gas sector, transportation and storage of oil and natural
gas by pipelines, and the legal framework of the oil and natural gas market are examined. When this
process is examined, it is revealed that the laws written to regulate the oil and gas sector in Turkish Law
should be reviewed. Because, as explained in detail, short amendments were made to the laws and
caused many problems in practice, the legal framework of some articles could not be established, the
purpose of some articles was written in a language that was not clearly understood, and most
importantly, the primary purpose of the laws was to create a competitive market. This market needs to
be renewed in order to ensure the sustainability of the market and to apply the laws without conflict in
practice. The fourth and last part of the study mentions how emerging problems can be improved. In
this direction, Turkey should intensify its oil and natural gas exploration and production activities.
Creating new oil and natural gas pipelines using its geopolitical importance will reduce energy
dependence and contribute to sustainability. Finally, in order for all these activities to achieve their
purpose, a market with competition must be created. It is not possible to say that Turkey has a
sustainable supply chain. It is essential to improve the legal regulations in order to meet the energy need
and ensure sustainability.
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