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I. Introduction
A. Process
1. Site Visit: The Panel completed a productive site visit to Turkey in

mid-September, meeting with key stakeholders in government, from
affected communities, from local and international NGOs, academics
and others.

a) We met extensively with the BP/BTC project team in-country
and received briefings on the full range of project activities and
issues.

b) We met with key government ministries in Ankara, including
the Deputy Prime Minister, the Minister of Energy, the Minister
of the Environment and Forestry, and the Supreme Security
Committee, which is the high-level, inter-agency group that has
been established to coordinate pipeline security. In these
meetings we discussed, among other things, the significance of
the project, the government’s reform priorities and activities,
and the ongoing planning for pipeline security.

C) We met with the head of BOTAS and discussed the full range of
issues associated with managing the in-country partnership
under the Lump Sum Turnkey Contract.

d) We met with the Ambassadors of the United States and the
United Kingdom to Turkey, the UN Resident Coordinator,
officials from the World Bank (including the Bank’s lead
economist for the regional energy sector), and the EU’s
representative to Turkey.

e) We met with a range of local and international NGOs, academic
experts, media representatives and local energy consultants.
This included NGOs specifically tracking the project for
environmental or human rights reasons (e.g., WWF,
Greenpeace, and Amnesty International), as well as local NGOs
such as TEMA. We also met with local NGOs that have
received grants under the Community Investment Program and
the Environmental Investment Program.
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f) We met with academic experts in land acquisition,
environmental issues, and the impact on local fishing.

g) We met with regional/local government officials in Erzurum
and Ceyhan.
h) We visited the wetland area on the Erzurum plain and the

ongoing archaeological excavation at Tasmasor. We also had
briefings on the wetlands and Important Bird Area issues, and
we observed, and were particularly struck by, the prior,
incomplete reinstatement of the BOTAS-built natural gas
pipeline.

1) We visited the Ceyhan Terminal, where we had briefings on
construction and local impacts.

1) We traveled by boat through the Turkish Straits and had a
briefing from the General Secretary of the Turkish Maritime
Pilots Association.

2. Consultants: We also sent two consultants to the field during
September, and recently had a preliminary briefing on the results of
their nearly two-week visit.

a) On environmental issues we have engaged Richard Fuggle of
the University of Cape Town, a leading expert on energy
projects.

b) On social and land-acquisition issues we have engaged Daniel

Bates of Hunter College (CUNY), an expert on Turkey.

3. Follow-up: We continue to monitor those areas in which
recommendations were made in the first Interim Report. We plan to
remain fully engaged on these and other issues going forward,
including as necessary conducting further site visits and periodic
reporting, for the three-year duration of our mandate.

4. Next Report: The Panel is still digesting and analyzing the results of
the trip to Turkey and awaiting the consultants’ final reports. We plan
to issue another report in December.

B. Preliminary Reactions to Turkey Site Visit:

1. This document outlines our very preliminary reactions to the Turkish
site visit and briefly describes the principal areas that remain under
review. It should be borne in mind that fact-gathering is ongoing and
our analysis is as yet incomplete, so no firm conclusions have yet been
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formulated on the issues identified here. Comments are invited and
should be sent to cdap@caspsea.com.

The visit to Turkey did not change our view that the Caspian projects
are of immense strategic significance, both for the host countries and
for the world at large. For Azerbaijan and Georgia, the development of
Caspian energy resources represents an opportunity to diversify their
supply sources, to accelerate economic development, and to reinforce
nascent democratic institutions. The projects should give Turkey access
to a new supply of natural gas and establish that country as the western
outlet of the future east-west energy corridor, while at the same time
strengthening the already significant economic and social ties between
Turkey and the rest of Europe. In addition, the pipeline routing allows
for oil exports through Turkey directly to the Mediterranean Sea,
avoiding the need for additional tanker traffic through the economically
vital and environmentally sensitive Turkish Straits.

Our first Interim Report describes in some detail the challenges that we
believe exist in both Azerbaijan and Georgia to realizing the full
potential benefit of the Caspian projects. In our view, Turkey presents
its own challenges, which are shaped substantially by the different
structure of the project activities in that market. In contrast to
Azerbaijan and Georgia, where BP is working directly as the operator
in building and eventually running the pipeline, BOTAS plays a central
role in all aspects of the project in Turkey. This structure — which
grows out of the Lump Sump Turnkey Contract that was executed at
the outset of the project — creates unique challenges in areas such as
the environment, security, and land acquisition for BP and BTC to
ensure that the project standards are satisfied in Turkey. In our view,
BP’s and BTC’s relationship with BOTAS and its subcontractors is
perhaps the most significant challenge the project faces in Turkey.

1I. Areas under Review

A. Legal Regime Improvements

1.

The Panel recommended in the Interim Report that BP work with the
host governments to clarify a number of critical issues in the legal
regime governing the Projects.

We were very encouraged to learn of the recent Human Rights
Undertaking that emerged from BP’s discussions with a number of
NGOs, as well as the Citizen’s Guide to the HGAs/IGA that was
released at the same time. In this Undertaking:
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a) BTC has provided important clarifications regarding the scope
of the “economic equilibrium” provision, including an express
pledge that BTC will not use this provision to seek
compensation for actions required by a host government to
fulfill its obligations under international human rights,
environmental, and other treaties to which it is a party;

b) BTC clarified the rights of the host governments to regulate
project activities, confirming that the HGAs do not limit a host
government’s ability to regulate the human rights, health, safety,
and environmental aspects of the Project in accord with the
standards agreed for the Project, including international labor
and human rights treaties to which a host government is a party;

c) BTC acknowledged that the standards that apply to BTC and the
projects are dynamic and will evolve as international standards
evolve; and,

d) BTC recognized that the arbitration provisions of the HGAs do
not preclude private individuals from suing BTC in their
domestic courts for claims or remedies relating to loss or
damage that these individuals may have suffered as a result of
any breach by BTC of the applicable human rights, health,
safety, or environmental standards.

This Human Rights Undertaking largely addresses the key concerns
expressed in the Interim Report concerning the legal regime for the
projects.

B. Pipeline Security and Human Rights

l.

We plan in our next report to consider the arrangements for
pipeline/project security in all three host countries as well as the related
and broader human rights issues associated with the project.

We have been briefed on the issue of pipeline security by key project
officials, the Supreme Security Committee in Turkey, and key U.S.
government officials tracking security arrangements. These briefings
supplemented our meetings in Azerbaijan and Georgia on this topic
earlier this year.

We are still learning about the operational arrangements for security in
each of the three countries, including the safeguards and monitoring
arrangements that are in place or planned to help ensure the projects’
legal commitments are satisfied.
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In our view, the continuing challenge will be to operationalize these
important and unique commitments.

a) We understand that BP/BTC is continuing to work on
implementing the security protocols and procedures that have
been referenced in earlier documents.

b) The operational structure in Turkey (e.g., the role of BOTAS)
could complicate the effort in that market, if only because
BP/BTC is one step further removed from
construction/operation.

C) This structure might require new approaches to monitoring in all
three host countries, and close cooperation and coordination
with the governments that have lead responsibility for security.

Environment: Supplementing our own site visit and analysis, we are
receiving very useful input from our consultant and from NGOs on:

1.

2.

The Erzurum plain and resource management plans ;

Existing routing in the Posof Wildlife Protected Area and the Sarikamis
forest, where the project’s decisions to date appear sound although the
planned route has recently become a matter of some controversy;

Possible marine impacts at and near the Ceyhan terminal and the
efficacy or desirability of additional steps to address these impacts; and,

The importance of advance planning for reinstatement and the
challenges of ensuring that the Contractor Control Plans and other
commitments flow effectively down the construction chain.

Land Acquisition: Our social consultant has been focusing significantly on

the land-acquisition process in Turkey, which is complicated both by the land-
tenure system in that country and the primary role played by BOTAS as the
DSA (Designated State Authority) in the process:

1.

We have been learning about and analyzing the use of the new
expropriation law in the land-acquisition process.

We have been reviewing the consultation and negotiation process
associated with land-acquisition.

We have been reviewing the early feedback from the external expert
RAP monitoring panel.
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