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Supporting Iran in implementation of an integrated energy efficiency market

Key insights from Irais Energy Balance

Figurel. Energy Supply and Consumptic2Q16(mtoe)

Electricity 67

L
Generation S’

[ Other Energy

-
i 47
: Sources r ‘
| 13 Non energy

' consumption**
e -

=
=

[ Agriculture
';_ Natural Gas 3 W \.I o
| s 23 YNy
i ‘E' 1.7 i1l
LB
i = *  Transport
: o 7
] =
1 -8
i T
: 2 e

7 s Industry

wow
n &

Residential, Public and
Commercial

.. * Lowerthan 1 mtoe

:\ Other energy sources (%) ** Non energy consumptions for natural gas, petroleum products and coal (in
other sources) include petrochemicalfeed stock, industrial processes use of
gaseous, liguid and solid hydrocarbons respectively

Threeimportant characteristicof Iran@ energybalance
stand out: selfsustainingsupply, high importance of
naturalgas,andsubstantialenergylosses

28%

Energyproduction betweenself-sustainingand trading

Themain sourcesof energyproductionin Iran are crude
oil! and natural gas,accountingfor 55 and 44 percent

23% 18% . a 5
respectively All other sources including coal, solar,
» Coal &Coal Products Combustible Renewables wind, nuclearand hydro, constituted only 1 percent of
= Hydro Wind and Solar total prod uction

! Nuclear

o ; ; Accordingto International EnergyAgency(IEA),Iran is
In January2019 Iran@ Ministry of Energypublishedits  he third largestproducerof natural gasin the world. At
latest energy balance (March 2016 to March 2017.  {he sametime, the countryis the world@ fourth largest
Energyproductionfor domesticuseand exportstotaled  consumerof natural gasas almost all of its supply is
394 mtoe in this period Figure 1 visualizesthe  consymed domestically. Besides crude oil and oil
compositionof total primary energysupply (247 mtoe,  productsexport, the trade of all other energysources,
production without exports) and final use (187 mto€).  jncluding natural gas, electricity and others,
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was nearly zero in 2016 Overall, energy imports in Iran
onlyaccountedfor 4 percentof energysupply.

Crude oil plays a key role in Iran®@ external trade, with
exports accountingfor about 60 percent of productionin
2016 Theremaining40 percentwere usedasinputsfor oil
products fabrication Of these products, 35 percent were
exported or used as international aviation and marine
bunkers In total, about a quarter of total crude oll

production was consumed domestically Nevertheless,

changesn international and foreign policiesaffect Iranian
crude oil exportsgravely The 2018 political shift led to a
significantdeclineof crudeoil productionin Iran (Figure2).

Keysourceof domesticenergyconsumption natural gas

Thefact that liquid fuels are more suitablefor export due
to their ease of trading has contributed to the gradual
replacementof natural gaswith oil productsfor domestic
spaceand water heatingand alsofor electricitygeneration
(Figure3).

Figure 2. Iran Petroleum and other Hydrocarbon Liguids
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Figure 3. Electricity Generation by Fuel Type
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Besides,advantagesstemming from availability, safety,
lower environmentaldamagesand lower power plantsQ
operation and maintenance costs of natural gas
compared to liquid fuels have supported this

development In 2016 the expansionof the gassupply
network raisedits coverageto more than 90 percent of

households At the sametime, natural gaswas also the

major sourceof electricitygenerationin Iran (85 percent),

supplementedby oil products (9 percent) and hydro (5

percent}.

Therewasa similardevelopmentin the transport sector.
the Governmentpromoted using natural gas instead of
gasoline in order to lower gasoline imports and the
correspondingsubsidies,as domestic consumer prices
(below 7 EURcent/I?) are far below international prices
However, low performance of CNGfueled motors and
acceleratedvear of the vehiclesystemssofar still impede
competitivenesf CNGover gasoline

Energylosses& inefficiencies untappedopportunities

In terms of final energyconsumption,the building sector
leads,at 66 mtoe, followed by industry and transport, at
44 and 43 mtoe respectivelyin 2016 Overall,the large
gap between final consumption (187 mtoe) and total
primary energy supply (247 mtoe, see above) points to
the hugelossesin the Iranianenergysystem Theoverall
efficiencyof the electricity sector¢ from fuel to plug ¢ is
about 26 percent Thus,through upgradingand modifying
existing power plants and grid lines, there is a high
potential in increasingefficiency A major obstacle to
increasingefficiencyin the power sectorare low internal
pricesof electricity (the highesttariff is 3 EURcent/kWhY,
hencethe opportunity costsare significant

A second source of huge energy loss is gas flaring.
Accordingto the World Bank,Iran is the third largestgas
flaring country in the world, with more than 17 bm3 (15
mtoe) in 2017. Zerodirect costsof flaring and a lack of
finance and technology,now amplified by the renewed
US sanctionsimposed on businessesengagedin Iran,
were major reasonsfor the inability to reducegasflaring
thus far. However, high opportunity cost of flared gas
(e.0. in caseof LNGexports 11 EURcent/m3), local air
quality improvement, and international agreementson
reducinggreenhousegasemissionge.g. ParisAgreement)
may supportattempts at greaterefficiencyin the future.
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*Read more:

- Iran Energy Balanc2016 http:/pep.moe.gov.ir(Farsi).

- Global Energy Statistical Yearbdulps://yearbook.enerdata.net

- The World Bank, the Global Gas Flaring Reduction Partnership (GGER),
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