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Text of report by private Estonian newspaper Postimees, part of the Eesti Meedia group,

[Interview with Margus Kaasik, board member of Estonian state-owned power company Eesti Energia, by Andrus
Karnau; place and date not given: "Eesti Energia Wants To Take Out Another Big Loan"]

Eesti Energia is planning to take out a long-term loan of 500 million euros next year, which will exhaust the company's
borrowing capacity. Also, the opening up of the energy market and big risks associated with the construction of a new
oil-shale fueled power plant will make credit rating agencies reconsider Eesti Energia's credit rating.

[Karnau] Margus Kaasik, board member of Eesti Energia, you recently announced that you will take out a huge loan of
500 million euros for three years!

[Kaasik] It is a mind-blowingly large amount of money. As a result of international negotiations, we arrived at an
agreement with five banks. As a single financing transaction, it may very well be among the largest transactions ever
conducted in Estonia. We are very satisfied with terms of the loan, considering the fact that financial markets are
already shaky. We are not going to use the loan to finance long-term investments; it is a liquidity line to be used for two
purposes.

Credit rating agencies require us to have enough money deposited in our bank account to cover expenditure over the
next 12 months or to have a binding agreement providing us with a liquidity line, which will cover the costs. The
expenditure include investments, dividends due, loan repayments, and any other payments which will be due. The
expenses due during 12 months must be covered by an amount exceeding the expenses by 1.2 times.

[Karnau] Why are the terms so tough?

[Kaasik] Credit rating agencies establish such requirements because a company would be bankrupt if something
happened on financial markets and the company could not get a loan, although they had counted on getting one.
Companies do not go bankrupt because of financial losses, but because they lack resources to pay their bills. [We] must
have liquid assets because loan markets have recently been relatively volatile.

Earlier we invested 200-300 million euros a year, and covered the investments from our cash flows. Also, we had a lot
of liquid assets; for example, we received a considerable amount when we sold Elering [power grid operator], so the
liquidity requirement was met. We have spent the money now, and the volume of investments has increased: this year, it
is 500 million euros, and also next year, it will be approximately 500 million euros.

The first purpose of the loan is to cover our cash flow, and secondly, it will afford us more flexibility. At some point,
we need to acquire long-term resources by taking out a loan or issuing bonds. We will use 300 million euros of the
credit, or a maximum of 400 million euros, and then we will conduct a long-term financing transaction. It is cheaper to
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have a liquidity line than take out a long-term loan right away.

[Karnau] How high is the interest rate?

[Kaasik] It is very low. The trading margin of our long-term bonds is fluctuating on the market depending on emotions;
the margin is about 2-3 percent plus EURIBOR [Euro Interbank Offered Rate]. The margin of the liquidity line is less
than 1 percent. It is quite good, and we are satisfied with it. It is important that, in addition to domestic banks, we
received a number of offers from foreign banks, too. It shows that our loan market is significantly larger than two or
three banks in Estonia.

[Karnau] Fortum [Estonian subsidiary of Finnish energy company] recently successfully issued eurobonds, so did
Elering, and VKG [Viru Keemia Grupp, an Estonian holding group of oil-shale industry, power generation, and public
utility companies] renewed a loan agreement; it means that banks are willing to give loans to our energy sector.

[Kaasik] Risks in the energy sector are smaller than in other areas.

[Karnau] When will you take a long-term loan?

[Kaasik] Next year we are going to need money, be it in the form of a long-term loan or bonds. The amount depends on
our long-term investment program and loan capacity, but we could take out a loan of approximately 500 million euros.

[Karnau] Will it exhaust the company's loan capacity?

[Kaasik] It will use up a great part of our loan capacity, but we expect our results to improve and increase our loan
capacity.

[Karnau] On top of that, the government has promised to increase the company's share capital by 150 million euros;
what will that money and 500 million euros be spent on?

[Kaasik] Next year, our expenditure will be approximately 650 million euros, including investments, loan repayments,
and dividends (66 million euros). Our own cash flow will be between 200-300 million, so the additional amount we will
need is considerable. It is not that we will borrow 500 million euros every year, but we can use the loan to cover a
considerable part of our investments next year and the year after that. An oil-shale fueled power plant in Narva
[north-east Estonia] will cost 640 million, and it cannot be built in two years; then there are a couple of small wind
farms, the distribution network with 100 million a year, and completing the construction of a shale oil plant, which all
require considerable amounts of money.

[Karnau] Will you start the construction of another oil plant as soon as the first one is completed next year?

[Kaasik] No investment decision has yet been made, but it seems rational; if the plant starts operating properly and we
can solve financing issues, then we would like to build (a new one). The oil plant will be operational in the second half
of next year, and it would be possible to start with the construction of the next plant early in 2013. Any subsequent
investment will require both borrowed resources, and our own.

[Karnau] You intend to spend 70 million euros on foreign projects. Will it all be spent on the oil-shale fueled power
plant in Jordan?

[Kaasik] We have two projects in Jordan, a shale oil plant and power plant projects, and then there is the US project. All
projects are in their initial stages.

[Karnau] In other words, 70 million will be spent on groundwork?

[Kaasik] On geological surveys, drawing up blueprints, and tests. We have a partner in Jordan, and our share in total
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costs is 65%. Perhaps things will turn out better, but it may happen that the budget will increase.

[Karnau] If preliminary surveys suggest that there is no point in proceeding with the construction, the 70 million will
just have been paid for the experience.

[Kaasik] I would not say that. There might be several reasons why we cannot come up with an attractive enough
business plan. This may have an effect on involving investors, and the attitude of governments might change. It is
difficult to predict. The current oil price and our costs now do not suggest that the projects may fail.

[Karnau] Is it true that, within coming months, you must make a decision about participating in the Lithuanian nuclear
power plant project?

[Kaasik] Lithuanians are negotiating with their strategic investor (GE Hitachi Nuclear Energy). The actual project may
be ready some time within the first six months of next year; the business project should be ready by then, terms agreed
on, and the serious preparation of the project, including work on technical aspects and financing, can start. It would also
include specifying the price of the reactor, drawing up blueprints, and other such things. It will still be a long way to the
actual construction of the plant and a final investment decision, but a stage of detailed analysis will require significantly
more resources. At the moment, Eesti Energia is not covering the cost of its contribution.

[Karnau] Plane tickets to Vilnius?

[Kaasik] Plane tickets, our office hours and commitment. The costs are low at the moment, but next year we will have
to accept a share and start covering actual costs. Those are small compared with the construction costs of the nuclear
power plant, but still considerable. [A decision about] Eesti Energia participating [in the project] will mean contributing
tens of millions of euros within two or three years, but not more than 50 million euros.

[Karnau] Does it mean that the final investment decision will be made in 2014?

[Kaasik] Lithuanians would like us to decide earlier, but 2014 is a realistic time for the decision to be made.

[Karnau] It has been estimated that Eesti Energia would invest one billion euros.

[Kaasik] The magnitude of the investment would be something like that when we consider the share we might want.
The magnitude will be one billion, although the cost is somewhat unclear.

[Karnau] Where will you get the money?

[Kaasik] It is a good question. Financially, the most complicated period of time for us will last until the end of 2015,
while we build a power plant and invest in the [shale] oil industry. That will be the most difficult time. Our investments
will decrease and our cash flows will increase considerably once these projects are completed. The construction of the
nuclear power plant will last at least until 2020. Most of the construction work will be done after we have made our
more significant investments, but that will mean the need to increase our equity capital.

After all, participating in the Lithuanian nuclear power plant project is a decision for the Estonian state to make; if the
state wants to participate in the project, it will allocate money; if not, the state will refrain from doing it. The project
may require state guarantees, so financing of the project will depend on the state.

[Karnau] Estonia's energy market will be fully opened in 2013; how will it affect your cash flows?

[Kaasik] It will depend on market prices and the price of CO2 quotas. CO2 quotas, which we currently use to produce
electricity for our closed market, cannot be used on open markets. We will have larger profits, if open market prices are
higher [than closed market prices].
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Today, one megawatt hour costs approximately 30 euros on the closed market; forecasts suggest that a megawatt hour
would cost 45-50 euros on open markets, but CO2 currently costs 11-12 euros a ton.

Considering our CO2 content, we need to multiply the cost by 1.2, which means that the 15-euro price difference would
mostly cover the CO2 cost. The price will not rise because of opening of the market, but because our current price does
not include the "magnificent European climate policy."

Plans

Eesti Energia's investment program 2011-2020

- Production of electricity 1,005 million euros

- An oil-shale fueled power plant in Narva and a garbage incinerator plant in Iru [near capital city Tallinn]

- The national power grid 823 million euros

- Substations, landlines, remote electricity meters

- Shale oil industry 271 million euros

- New Enefit plant [based on Enefit shale oil technology]

- Oil-shale mining 247 million euros

- Modernizing mining equipment

- Groundwork for foreign projects 68 million euros

- Surveys of Jordanian and US oil-shale deposits, drawing up blueprints
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