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

[Report by business journalist Andrus Karnau: "New Shale Oil Production Plant Keeps Misfiring"]

Sandor Liive, chief executive officer of Eesti Energia [Estonian state-owned power company] said that the company has
failed to put their new shale oil production plant into operation due to technological problems and, therefore, the launch
of the plant has been postponed until the new year. Eesti Energia had hoped that the new plant would produce 50,000
tons of shale oil this year.

The problems at the plant have also foiled Eesti Energia's plans to produce enough diesel oil in East Viru County to
meet the needs of the whole country.

First Attempts

Experts have estimated that the plant being at a standstill for one month will cost the company approximately four
million euros. The postponement of the launch will also put the company's plans to take the world on hold because Eesti
Energia has plans to build shale oil production plants using a similar technology in Jordan and the United States, as well
as sell the technology all over the world from Kazakhstan to China.

"At first we must complete the plant in Estonia and launch it; it is the foundation for everything," Liive noted.

Jaanus Purga, board member of Eesti Energia's competitor Viru Keemia Grupp [VKG, an Estonian holding group of
chemical, energy and public utility companies] said that Eesti Energia would fail to keep their promise to produce a
million tons of shale oil in 2016 seeing that the production of such an amount of shale oil requires several plants which
use the new technology.

Purga noted that he did not have enough information to comment on the problems of the VKG's competitor but pointed
out that the introduction of a completely new technology would require more time than initial optimistic estimates
predicted.

Purga estimated that putting the plant into operation would take two to three years. "The concept of combining fluidized
bed combustion boilers and oil production is very good but coming up with working equipment will take time," Purga
noted. "The project will be feasible if there is enough time and money to take technical risks. A state-owned company
should have no shortage of funds."

Eesti Energia worked out Enefit 280 technology in cooperation with [German] engineering company Outotec. The
company has invested close to 200 million euros in the plant, which is twice as big as Eesti Energia's old plant. "Each
day the plant is not working certainly costs us," Liive admitted. "But it is not a big surprise that a new technology does
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not work right away."

Liive said that engineers have already made an attempt to launch the plant but they failed. He announced that, next
week, the engineers would make another attempt at getting the fluidized bed combustion boilers to work. "I do not rule
out the possibility that we will be able to produce the first batch of shale oil this year but the launch of the plant has
been postponed until next year," Liive said. First the engineers must get the boilers to work, which use the fluidized bed
combustion technology. Eesti Energia has already two operational energy blocks which use the fluidized bed
combustion technology; the new technology is environmentally friendlier than the old one. Liive said that the company
had had similar problems with getting the fluidized bed combustion boilers in the energy blocks to work.

Increasing Capital

This year, the Estonian government increased the capital of Eesti Energia by 150 million euros and intends to add
another 200 million next year. Approximately a half of the total amount will be spent on the construction of a new
oil-shale-fueled power plant. It remains unclear how much of the additional capital will be spent on the ambitious shale
oil production plant. Eesti Energia has made promises to start producing diesel oil.

It took the company more than 20 years to make the old plant, which had been built during the Soviet era, fully
operational seeing that the plant reached its full production capacity only a few years ago. It took so much time mostly
because neither Soviet industry leaders nor independent Eesti Energia took any interest in the shale oil production plant
as long as crude oil was cheap.

Shale oil production became profitable when the price of an oil barrel reached 60 US dollars, which motivated Eesti
Energia to focus on the old plant reaching its full production capacity.

Source: Postimees, Tallinn, in Estonian 29 Nov 12

LOAD-DATE: November 30, 2012

LANGUAGE: ENGLISH

PUBLICATION-TYPE: Transcript

Copyright 2012 British Broadcasting Corporation
All Rights Reserved

Page 2
Estonian power company faces technological problems with shale-oil plant BBC Monitoring Europe - PoliticalSupplied

by BBC Worldwide Monitoring November 30, 2012 Friday


