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According to the widely accepted scenario, the world population will grow by 50 per cent by 2050. In addition, global
GDP will be four times bigger and consume twice as much energy as today. How will we survive in the energy-hungry
world?

"Change or die" would be a short rule for Estonian energy. Our opportunity and threat at the same time is our lack of
decisions regarding the framework for our energy future. We still have not decided where we will get 75 per cent of the
energy we will need in less than 10 years.

European energy policy is a policy against climate change. EU energy policy is driven by goals to raise energy
efficiency by 20 per cent, reduce greenhouse gas emissions by 20 per cent, and increase the share of renewable energy
sources in the EU to 20 per cent by 2020.

Wishing to simultaneously reduce Europe's greenhouse gas emissions and its dependence on imported fuels, the
solution will have to be either renewable energy sources or nuclear energy.

Gas, which emits the least amount of carbon dioxide among the most common fossil fuels, like oil and coal, is running
low in Europe. Relying on gas would mean increasing dependence on third countries. Unfortunately, many European
countries are opting for the easy way out and building their energy supply on the politically "correct" gas plants.

In 2000, while Schroeder was chancellor, Germany passed the decision to close the German nuclear plants before the
end of their lifespan. Italy, too, has proclaimed itself free of nuclear energy. And what is the picture we see now? These
two countries are the closest to Gazprom of all of Europe's great economies. One is tied to the North Stream project and
the other to the South Stream project. Without their own energy sources, they need to find them elsewhere.

The largest proven state gas reserves are in the possession of the Russian Federation, which is the world's largest gas
manufacturer. Because Russia is willing to supply and because Europe has a heavy demand, one way or another the two
will find each other.

Either through pipes or as liquid gas. There has been a thorough discussion in Estonia on the risks associated with the
North Stream gas pipeline, but not on the planned so-called Baltic export terminal for Russian liquid gas, which would
serve the North Sea's Stockmann gas field. What kind of risks will it bring if gigantic liquid gas tankers are sailing the
narrow Gulf of Finland?

The percentage of renewable energy sources in EU-27 is about 8-9 per cent of the total primary energy balance. And
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even if the goal to get 20 per cent of all energy from renewable energy sources is achieved by 2020, it is still rather an
additional option than a principal solution.

The basic solution has to be nuclear energy. This is the answer to the present and, above all, to future fossil fuel prices,
which respond to the ambitions regarding the reduction of greenhouse gas emissions, as well as energy dependence.
This would guarantee energy to the European economy in the global competition for reasonable prices.

Altogether, if we will not invest in the development of nuclear energy in Europe, the only solution that responds to the
goal to reduce carbon dioxide while satisfying the rising demand for energy are gas plants. More than half of the energy
production capacity necessary before 2030 has not yet been built in Europe.

Estonia's energy policy will limit to applying to the EU for exemptions from the general approach, because we have
large oil shale reserves that cause high emissions in energy production. So far, we have not had any success applying for
those exemptions.

Our energy policy for the near future is, therefore, the EU energy policy, which means fighting climate change.

Estonian electricity production is based about 92 per cent on oil shale, which within the framework of the EU energy
policy cannot continue in the same manner. According to an agreement with the EU, all dust-burning boilers in the
Narva power stations must be closed by 2016.

But problems will emerge even sooner. With the EU accession agreement, we accepted two more obligations: to reduce
the amount of sulphur dioxide to the maximum of 25,000 tons (in 2005 approx 74,000) and to be able to reduce the
amount of oil shale ash, for which there is no solution at present, by 2012.

Additionally, by 2013 at the latest, the electricity market will open. Eesti Energia [Estonian energy provider] will have
to buy carbon dioxide emission quotas at auction. Reading the third internal energy market package, which will
probably be passed during France's presidency of the EU, and considering the issues listed above, the establishment of
the energy economy's future on oil shale seems increasingly questionable.

One thing is clear - in the energy-hungry world Estonia must not base its energy supply on Russian gas in the future.
And not just because of possible supply difficulties, but also to avoid political dependence on Russia. But gas will
inevitably remain one of our energy sources.

In order to diversify gas imports, it will be necessary to establish an import terminal in the Baltic Sea, in addition to the
liquid gas export terminal Russia is planning to build near St Petersburg. Why not in Muuga or Paldiski?

If the North Baltic free electricity market were integrated and based on sufficiently powerful connections, it would be
economically attractive to bring liquid gas to our region also from the Gulf of Mexico or from North Africa and to
produce electricity and heat from it.

The emergence of such an alternative gas supply system would definitely have a better chance if the gas markets in
Estonia and the Baltics were free so that other providers could enter the markets besides Eesti Gaas [Estonian gas
provider], which is under the influence of Gazprom. In view of this, it is totally incomprehensible to me why the
government's position is to apply for exemptions from the gas market directive in order to maintain Gazprom's
domination of the Estonian gas market.

To sum up. It is in Estonia's interest to develop a common Nordic-Baltic free electricity market based on powerful
connections as soon as possible. This would enable us, over the long term, to avoid economically unsound investments,
to create new possibilities for energy production in Estonia, and to bring nuclear energy strongly to the market,
alongside fossil fuels.
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Oil shale will not disappear. It is necessary to contribute to the development of renewable energy sources. Liquid gas
could open new opportunities in the conditions of a free market, but it is not possible to get by without nuclear energy.
The first presumption to achieve all this is to completely open our own electricity (and gas) market within the EU and to
split the vertically integrated energy monopolies.
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