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S GETTING
EENER.

Renewable raw materials will be used to
produce even better diesel fuel in the future,
using advanced new technology.

deserve to
xed less, believes

. Neste
resident, HSE.




L]
RISTO RINNE, PRESIDENT & CEO >>Vle

believes that people’'s
biggestadventure
comes when they
push themselves
that*bit further.

Helping the world
with (bio)diesel

MORE DIESEL CARS came on to the
roads than gasoline-powered equiv-
alents in Western Europe for the first
time ever last year - in line with a
trend towards diesel that has been
growing for some time.

DIESEL ENGINES have always had a reputation for durability, but they've
also been criticized in the past for their poor acceleration and pollution,
with good reason. Today's diesel engines, though, are highly efficient, and
offer low mileage figures and tailpipe emissions, as well as great torque
and driveability. Everyone can appreciate their good mileage performance,
especially given the rise in fuel prices that we've seen over the last couple of
years. Improvements in engine technology and diesel fuel properties have
both contributed to lower tailpipe emissions.

REDUCING OUR DEPENDENCE on oil is something that interests more and
more of us in the industrial world and elsewhere. People are becoming
concerned about how the ownership of reserves are being concentrated
in anincreasingly smaller number of hands, while longer term the general
concern is about how long oil will last. The need to mitigate climate change
is also becoming an increasingly important issue. Switching from fossil fu-
els to fuels based on renewable resource is a very effective way of help-
ing here.

TAILPIPE EMISSIONS are one of the factors contributing to global warm-
ing, and diesel vehicles are the fastest way of reducing the latter. Moving to
renewables-based diesel will only further help.

Neste Oil will start up two new diesel lines at its Porvoo refinery in 2007.
Line 4 will produce a million tons of sulfur-free diesel fuel a year from
heavy fuel oil, which has become a low-value problem product for many
refiners as demand for it has declined. A little later, we will start up our
first NExBTL Renewable Diesel plant. Based on our own proprietary tech-
nology, the plant will use vegetable oil and animal fat as feedstock to pro-
duce a very advanced fuel - and one that numerous tests by independent
researchers and engine manufacturers have shown can beat the best con-
ventional diesel fuel hands down. NExBTL Renewable Diesel will be the
first true quality biodiesel anywhere. Dieselization clearly means clean-
er traffic - a perfect fit to Neste Qil’s strategy. That is why we at Neste Qil
have been investing in diesel production.
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WHAT'S THE RIGHT FUEL FOR THE TIME OF YEAR?
Sulfur-free diesel fuel is designed for vehicles fitted with oxida-
tion catalytic converters and particulate filters. Emission lim-
its recently approved by the EU will make particulate filters a
must in diesel vehicles as of 2009.

“It’s also been proposed that particulate filters should be made
compulsory for older vehicles as well, but that’s difficult from a technical
point of view. Filters often have to be carefully tailored to an engine,” ex-
plains Development Manager Seppo Mikkonen.

Neste Oil’s sulfur-free summer diesel grades (DIR-0/10 and DIR-5/15)
and winter grades (DIR-15/25 and DIR-29/34) are available at service sta-
tions and unmanned outlets at the appropriate time of year. Arctic grade
DIR-40/44 is only needed when the temperature really plummets, and is
normally only on sale in Lapland.

HOW ABOUT EMISSION LEVELS?

Sulfur-free fuel offers clear advantages for distribution trucks

and buses in urban areas. Sulfur-free diesel has less odor impact,

both as a fuel and in the form of tailpipe emissions than conven-

tional diesel. It also has less of an impact on health, as emissions

contain less polyaromatic hydrocarbons (PAH). This lower level
of environmental impact affects all vehicles, both old and new.

LET'S TALK PRICES
Producing higher-quality fuels always costs more. To ensure
that the upward pressure on prices at the pump does not im-
pact drivers, lower-emission diesel fuel is taxed at a lower rate
in a number of countries, such as Finland, Sweden, Denmark,
Britain, and Germany.

Legislation introduced in Finland in 2004 requires that sulfur-free diesel
fuel can contain sulfur a maximum of 0.001% by weight. Sulfur-free con-
tent reduces the tax levied on diesel by €0.0265/1 compared to standard die-
sel. Neste Oil now produces solely sulfur-free diesel fuel; its NExBTL Re-

newable Diesel is also sulfur-free. |

! PRODUCTS - Information, comparisons, and test results

OXIDATION CATALYTIC
CONVERTER

Uses rare metals such as platinum and
palladium as catalysts for oxidizing traces of
exhaust emissions. A unit can cut CO and
HC emissions by up to 90%.

PARTICULATE
FILTER

Particulate matter collected is burned
at between 400 °C and 500 °C when
a vehicle is in motion or stationary.

CLOUD POINT

The temperature at which the paraffin-chain
hydrocarbons in a petroleum product begin
to crystallize as it cools. These paraffins
redissolve when the temperature of the
product climbs above the cloud point.
Too high a cloud point limits the usability u
of a fuel at low temperatures, as paraffin
crystals can block fuel filters.
[

CETANE NUMBER [

A number used to measure the ignition

quality of a diesel fuel. When fuel is injected

into the combustion chamber, it ignites after -
a brief delay under the influence of the high “
pressure and temperature present. If a fuel

has a high cetane number, the delay is short

and combustion efficient. In the case of _—
fuels with a low cetane number, a fuel " -
ignites after a longer interval, giving higher 3

levels of tailpipe emissions, noise, and
engine knock. The cetane number of diesel
fuels is generally 51-55, while that of
gasoline and alcohols is lower, at 0-20.

COLD FILTER
PLUGGING POINT
(CFPP)

The lowest operating temperature of a fuel
in a well-constructed, properly maintained /
vehicle, based on empirically collected
standardized data. CFPP can range from

a few degrees below a fuel's cloud point to
over 15 °C below.
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VEHICLES ARE

COMING!

I h eEuropean Union has announced
that it wants to target average CO,
emissions for new cars of a maximum of 120 g/

km by 2012 at the latest. This will require
gasoline-powered cars to achieve mileage figures

of 5 1/100 kilometers, and die
100 kilometers. Many ne

approaching this t
smaller i
“Autom

lcars 4.5/
L cars are already
rmance, and

ady achieved it.
Ive manufacturers have the potential

to achieve these targets, but the problem lies
with consumers’ expectations. That's why it's
important that we should shift from taxing the
purchase price of vehicles to taxing their use,”
says Pentti Rantala, the Managing Director of
the Finnish Central Organisation for Motor Trade

and Repairs.

The high average age of the vehicles on the
road in Finland is a problem in reducing traffic
fuel consumption and emission levels, as is the

relatively low proportion of diesel cars. The only

other country in Europe where vehicles are more |

than 10 years-old on average is Norway.
Diesel cars are most popular in Europe in

Belgium, where they account for 72.6% of all

cars, followed by France (69.1%], and Austria

(64.7%). Europe reached an average figure of 50%

in 2006, when sales of new diesel car reached a
record 20.3% in Finland.

Olli Lindroos, of the Finnish Vehicle Admi-
nistration (AKE), does not believe that the extra
annual license fee levied on diesel cars is the
real issue."The annual license fee, fuel costs,
insurance premiums, service costs, tires, and
purchase price of larger cars are all higher than
those of smaller vehicles, but people are still
buying increasing numbers of larger cars. The
environmental impact of cars simply does not
seem to be important when people buy a car.”

See: www.nesteoil.fi > media
- publications = Refine Online

Fuels should
be selected according
. to ambient tempera-
& ture conditions.
All the fuels listed
contain less than
0.001% sulfur
by weight.

CHOOSE

Diesel fuels

Cloud point
= lowest reliable
storage temperature

CFPP

= indicative figure for
the lowest temperature
at which a vehicle will
run if its fuel has been
stored appropriately

SUMMER
GRADE
(1.9.-30.4.)
DIR-0/10 DIR-5/15 DIR-15/25
0 =5 =18
-10 ={g =725
=51 =51 =51

T h 1 6 -liter

e n diesel
engine of the Citroén Xsara
Picasso recently won the car
the 2007
award. First announced in
2000, the Xsara Picasso had the
lowest consumption of any car
in the test group. Consumption
accounts for 50% of the points
in the award, as it affects
both the environment and
drivers’ wallets. Other criteria
include tailpipe emissions,
performance, noise, interior
design, and safety features.

WINTER
GRADE
DIR-29/34 DIR-40/4é
-40
-29
-34 4t
>51 >51



ett
qua

remium quality, performance match-
ing or exceeding automotive manufac-
turers’ expectations, low tailpipe emis-
sions, excellent combustion, and good
performance even in the cold, are
what NExBTL Renewable Diesel is all
about,” according to Vice President, Product Devel-
opment Ari Juva.

Neste Oil’'s Next Generation Biomass To Liquid
Renewable Diesel is produced by hydrogenating fat-
ty acids from vegetable oil and animal fat into par-
affin-chain hydrocarbons.

By starting commercial production of the
new product, Neste Oil will become a ma-
jor European biofuel producer on a market
that saw some six million tons of biodie-
sel produced in 2006, mainly in Ger-
many, Italy, and France.

Production elsewhere in Euro-
pe is based on older esterification
technology, typically using oil-

seed rape, however.

N

BIODIESEL! T
A series pf articles
on the birth of a new fuel.

Part 1: b
Production technology Y ===
See the Web edition: -m] :
wwwihesteoil:com = |

media = publications > [ [

Refine Online - =3
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A new plant producing
high-quality renewable diesel
Is due to-start up at Neste Oil’s
Porvoo refinery this summer
<and will be the first facility
of its type anywhere.
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“The quality of
» RME- or rape methyl
. ester-based biodiesel is
not all that great, and
this was one of the
reasons why we decided to
develop a more advanced
technology,” says Juva.
Compared to NExBTL, RME
combusts less completely, is more un-
reliable in terms of storage, and does
not perform well at low temperatures.
“RME’s production costs have also risen,
with the sharp rise in the world price of oil-
- seed rape in recent years.”

A STRONGER PRODUCTION BASE IN EUROPE. A
wide range of cheaper feedstocks can be used in producing
NEXBTL Renewable Diesel in contrast. The resulting product is
very consistent and has attracted a lot of international attention.

Work has already started on a second, similar-sized plant alongside
the first NExBTL plant at Porvoo, and this is expected to be complet-
ed at the end of 2008. Talks are also under way on plants elsewhere
with a number of potential partners.

The demand for biodiesel in Europe is growing rapidly. Current EU
environmental targets are aimed at ensuring that biofuels will account

for 5.75% of traffic fuels by 2010, 10% by 2020, and 25% by 2030.

“Achieving the target set for 2020 will require over 30 million tons
of biofuel production annually. That's seven to eight times our total
diesel output at Porvoo,” says Juva.

In addition to environmental considerations, the .
EU also wants to cut the Community’s reliance on s, | S’
crude oil and reduce the pressure on crude prices. -
Biodiesel will not solve traffic fuel problems at the
drop of a hat, however. Diesel vehicles are becoming
increasingly popular in the Nordic region, and will need
to become even more widely used. Over half of new regis- §
trations in Central Europe are already accounted for by die-
sel vehicles. Tax incentives will have an impor_(-m_fn. L )

lay in reinforcing this'dévelopment. | 5
= A,




THE DIESEL

first b developing i
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at the beginning of the 1990s when it became clear
that esterification-based techniques were incapable
of producing product of sufficient quality. Initial-
ly, the focus was on seeing whether tall oil would
make a good feedstock. Although tall oil eventual-
ly proved too expensive, work on it generated some
useful know-how.

Neste Oil’s current President & CEO Risto Rinne
launched a wide-ranging biodiesel assessment at the
beginning of 2002, led by a team headed by Jyr-
ki Ignatius. The aim was to see how the challeng-
es linked to the EU’s renewable fuels goals could
best be met.

“We went through the various biofuel produc-
tion processes and technologies that had been de-
veloped around the world, looking at their strengths
and weaknesses,” remembers Ignatius.

“It soon became clear that the quality of the fuel

needed to be improved if it was to have
long-term commercial potential. We
wanted to bring an oil refining perspec-
tive to the equation and develop a quality
product suitable for a wide range of con-
ditions and one that would fit in with our
clean fuels strategy.”

Working together with R&D and Neste
Jacobs, the Biofuels Unit led by Ignatius
began looking for a solution to the qual-
ity challenge and a component suitable
for a competitive new biodiesel.

The solution the group hit upon was
an isoparaffin hydrocarbon. Tests quickly
showed that this approach resulted a bet-
ter product than the esterification process
used in first-generation biodiesel.

“Our large-scale production approach
differs from the esterification-based, es-
sentially small-scale approach currently
used in Europe. In addition to a unique
new technology, we also developed a
unique business concept around it as
well.”

The innovation was patented as
NExBTL technology, and forms the ba-
sis for Neste Oil’s biodiesel strategy. As
part of the latter, Neste Oil has formed
a new Biodiesel division and announced
its intention of becoming one of the
world’s leading players in the field.

Vegetable oils
and animal fat

Acid

Caustic

Water




Sludge

-1 Water

Pretreatment

Water |||
1 NExBTLunit D Biofuel gas /
Biogasoline f

Although the core technology now exists,
development work has not stopped.

“Production will start this summer, but
we're already working on ways of extending
the feedstock base and our technology,” ex-
plains Ignatius.

A number of large oil companies have al-
so announced their intention of investing in
biodiesel development.

“This type of work takes time, though, and
we believe that we have at least a three-year
lead on our competitors at the moment.”

Neste Oil’s Biodiesel division is already
looking 10 and 20 years into the future and
at what types of renewable feedstocks could
be used further down the road alongside to-
day’s vegetable oil and animal fat.

“There’s increasingly strong demand for
biodiesel, as both the oil and the automotive
industry are becoming increasingly interest-
ed in biofuels. We're in a very strong position
though, as we've already solved the quality-
related problems associated with first-gener-
ation biodiesel,” says Ignatius.



GENERATIONS
OF DIESEL

DUCTION OF BIODIESEL from natural oils began in the
s. First-generation biodiesel is based on the esterification of
ly oilseed rape; while ethanol is produced from cereals.
este Oil's NExBTL Renewable Diesel is a second-generation
duct based on hydrogenating vegetable oil and animal fat from
variety of sources. Production will begin at the Porvoo refinery
in summer 2007.

Third-generation biodiesel will be based on syngas produced
by gasifying biomass and converting it into fuel using Fischer-
Tropsch synthesis.

THE FIRST GENERATION. Mainly based on oilseed rape. As
vegetable oil is unsuitable as a fuel as such, it is esterified with al-
cohol to produce enhanced viscosity and low-temperature prop-
erties.

The process typically uses methanol, with which the fatty acids
in the vegetable oil react to form fatty acid methyl ester or FAME,
resulting in biodiesel and glycerin.

A maximum of 5% biodiesel produced from rape methyl es-
ter (RME) can be blended with conventional diesel fuel at the

moment.
DEVELOPMENT OF
| generation Il generation Il generation
2000 2007 2015

Vegetable oil

Raw B e Vegetable oil
material P and animal fat
etc.)
Process Esterification Hydrotreating
Biohydrocarbon
Wil RME biodiesel NEXBTL
produc Renewable
Diesel
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RME-based biodiesel does not match fossil fu-
el-based diesel in terms of quality, however. Ox-
ygen created during the esterification process, for
example, can cause corrosion. The combustion
properties of first-generation biodiesel are also far
from ideal, and it is a poor performer at low tem-
peratures, and does not store very well either.

THE SECOND GENERATION. Neste Oil has de-
veloped a renewable diesel production technology
that can use vegetable oil and animal fat to pro-
duce a hydrocarbon-based diesel fuel.

Fatty acids derived from the feedstock are con-
verted chemically into an isoparaffin hydrocar-
bon. Water is first used to remove impurities, and
then the fatty acids are converted into isoparaffin
with the help of hydrogenation and oxygen con-
tent eliminated using water extraction.

The resulting component can be blended di-
rectly with conventional diesel fuel or sold as
such.

The hydrocarbon resulting from the hydroge-
nation process is essentially a synthetic diesel fu-
el.

NExBTL Renewable Diesel is significantly
better in terms of quality than first-generation
biodiesel. It combusts well, has a lower boiling
range than normal diesel, its cold performance
properties can be regulated, and it does not con-
tain aromatics or oxygen.

The range of feedstocks that can be used to pro-
duce NExBTL Renewable Diesel is also much
wider than that suitable for producing first-gen-
eration fuel.

THE THIRD GENERATION. Work is now un-
der way on gasifying biomass to process a third-
generation biodiesel. This process is based on first
gasifying biomass to produce syngas that can then
be subjected to Fischer-Tropsch synthesis to pro-
duce biodiesel, methanol, or dimethyl ester. Suit-
able syngas can also be produced from natural gas
and coal, as well as biomass.

Potential raw materials in Finland for this pro-
cess could include forest harvesting waste, bark,
canary grass, and waste-based materials. |



BIODIESEL PRODUCTION

e SYNGAS TECHNOLOGY can be
used to produce new alternatives
2006 2005 O U R WAY for biofuels. These will be essential,
Germany 2681 1669 O as the current amount of arable land
F RWA R D in Europe is simply insufficient to

Italy 857 396 produce enough raw materials for
France 775 492 future needs.

. “The technology we're developing can use a variety of wood-based
Great Britain 445 51

biomass, straw, or canary grass, which makes it more versatile in
Spain 224 73 terms of feedstocks than Neste Oil's NExBTL process,” says Project
. Manager Esa Kurkela of VTT Technical Research Centre of Finland.

Czech Republic 203 133 “While the end-product of both processes is the same, | don’t see
Poland 150 100 them as competitors, more as complimentary to each other.”

Raw material fed into the VTT process is initially gasified to produce
a syngas containing hydrogen and carbon monoxide. This syngas
Austria 134 85 is then processed into diesel fuel with the help of Fischer-Tropsch
synthesis, a process that was used to produce liquid fuel in Germany in

Portugal 146 1

Slovakia 87 78 the 1930s, and more recently in South Africa.
Belgiun 85 0 “Purifying syngas is critical to a quality diesel fuel. Syngas technol-
ogy opens up new opportunities for the forest products industry, in
Denmark 81 71 particular, as pulp and paper mills could use the steam produced as
Greece 75 3 a byproduct of gasification as an energy source.”
Sweden 59 1 A pulp or paper mill w9uld makg a natural partner for VIT's o
technology concept, as this type of integration would also offer logistics
Estonia 20 7 benefits in terms of raw materials.
st . 17 8 Neste Qil has been involved from the start in the three and half-year
ovenia project on syngas and ultraclean fuel gas funded by Tekes, the Finnish
Hungary 12 0 Funding Agency for Technology and Innovation, and coordinated by VTT.
. . The first demonstration plant is due to be completed in 2009.
Lithuania 10 7
Latvia 8 5
Malta 3 2
Cyprus 2 1
Finland 0 0 k]
== PROGRESSING WELL
Ireland 0 0
Luxemburg 0 0 PRODUCTION is beginning to ramp
up at the new plant being built to
Holland 0 0

produce NExBTL Renewable Diesel at
the Porvoo refinery. The first delive-
ries of vegetable oil and industrial-
grade animal fat arrived at the

TOTAL

refinery in February. Test runs of the
new pre-treatment unit have been
completed, and operations will start
at the unit in March.

Pipework installation at the facility
and tank farm is continuing. All unit
training has now been completed,
and construction and installation
work has been accident-free. %

¢ Biodiesel production increased by 65% in
2005 compared to 2004, when production took place in only
11 countries in Europe. Source: European Biodiesel Board
¢ Biodiesel accounted for 85% of European
biofuel production in 2004, according to AMFI
(Advanced Motor Fuels) statistics.
¢ Biodiesel is mainly produced in Europe, while ethanol is
the fastest-growing alternative fuel in the US and Brazil.

"




“WE NEED A STRATEGY
FOR BIOMASS USE”

BIOFUELS HAVE A LOT OF ECONOMIC POTENTIAL, according to
Jouni Tolonen, an energy and climate change expert with the Confederation
of Finnish Industries EK, and he argues that Finland needs a national strate-
gy on how best to use biomass in the future.

“Biofuels clearly have a lot of potential, as demand for them is growing all
the time, and the EU wants biofuels to account for 10% of traffic fuel usage
by 2020.”

What is important now, according to Tolonen, is to push ahead with new-
generation fuels that offer lower production costs and a better energy and
greenhouse gas balance.

“The broader the feedstock base, the better too, as there's only a limited
amount of biomass available for producing traffic fuels. We need a clear na-
tional strategy on biomass usage, as the same raw material is also used by
the forest products industry and in generating energy.”

He supports the idea of tax incentives to encourage the use of biofuels on
the road.

“Higher costs are a particular problem for freight in terms of competitive-
ness. If road users are simply required to use biofuels, without any conside-
ration given to the costs involved, these additional costs will become a bur-
den for road users.”

Biofuels also offer a useful way of reduced traffic-related emissions.

“Although road traffic does not come under the EU's emission trading
scheme, we need to reduce emissions not only through areas covered by
emission trading but also elsewhere as well, if we are to meet our climate
change obligations.”

12

OPENS IN
ST. PETERSBURG

ANEW TYPE of ‘service plus’ distribution outlet
was opened in St. Petersburg in December last
year. Personnel are available to fill up vehicles
if requested, and drivers can buy cigarettes,
soft drinks, and other products at the station’s
checkout.

Drivers can also fill up their screen wash and
check their tire pressure at the station.

Located on the main road to Moscow, Neste
Shushary has proved popular with drivers and
sales have developed positively.

EXPERTS
IN HELSINKI

ChemBiac

CHEMBIO FINLAND 07 will bring together a
cross-section of specialist in the fields of chem-
istry and biotechnology in Helsinki between
March 27 and 29 this year. Neste Oil will have
its own stand (6f41).

People intending visiting can check out the pro-
gram and register at www.chembiofinland.fi.
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PARTNERING
WITH WWF
TO PROTECT
THE BALTIC

WWF FINLAND and Neste Oil are to
continue working together to protect
the Baltic and promote sustainable ener-
gy generation in 2007 and 2008. A new
partnership agreement was announced
recently at an event on NExBTL Renew-
able Diesel in Helsinki.

The WWEF’s Operation Mermaid is aimed at improving the protection
of the Baltic’s most endangered habitats and species, halting the spread of
entrophication, and preventing oil spills and the use of hazardous chemi-
cals harmful to the environment. Neste Oil has been an Operation Mer-
maid partner since it was launched.

“We want to see all Finnish harbors equipped with escort tugs to help
prevent oil spills, like those used by Neste Oil with its tankers,” says Timo
Tanninen, the CEO of WWF Finland.

“We also want to ensure that the palm oil used as a feedstock for NExBTL
Renewable Diesel is produced in an ecologically, socially, and economically

PA\UVAYRIGIN
OPERATIONS
STATOIL

has acquired Neste Oil's aviation
fuel business based at Riga International Airport from

SIA Neste Latvija, subject to the approval of the Latvian
authorities. The divestment forms part of Neste Oil's
strategy of focusing on its core businesses.

Sales of petroleum products in Latvia will continue
unaffected. Neste Oil currently has 38 Neste A24
unmanned outlets in the country, and is Latvia’s
second-largest fuel distributor.

sustainable way,” says Neste Oil’s Feedstocks Manager Kaisa Hietala.

CRUDE PRICES

PEAKED IN THE SUMMER

CRUDE PRICES in 2006 peaked
during the summer, at over USD 78/
bbl, as a result of the crisis in Leba-
non and a shutdown in production
in Alaska. Political tension in Nige-
ria, Iranian moves to enrich urani-
um, and terrorist strikes against tar-
gets in northern Iraq also contribut-
ed to higher prices.

Overall world oil demand in
2006 reached 84.4 million bbl/d,
up 0.9 million bbl/d on 2005. De-
mand in China rose by nearly 8%.
Production in non-OPEC coun-
tries grew very little, while OPEC
production remained at close to

30 million bbl/d until production
cuts were imposed at the end of the
year. Although the growth in Rus-
sian output slowed, Russian pro-
duction still reached a new record
of 9.65 million bbl/d.

Crude prices dropped signifi-
cantly in the fall, as a result of high
inventories, unseasonably warm
weather, and a calmer internation-
al situation; and crude closed the
year at around USD 60/bbl. High
crude price have gradually begun to
reduce consumption, although eco-
nomic growth continues to keep de-
mand strong.

PRODUCTION
TO BEGIN SOON

COMMISSIONING WORK on the new diesel line at
the Porvoo refinery is well under way, and the line is
expected to start up in April. Mechanical completion
was achieved in December 2006.

The project has cost over €700 million and will in-
crease Neste Oil’s sulfur-free diesel fuel capacity by
over a million tons a year and cut the refinery’s out-
put of heavy fuel oil. Thanks to the new facility, the
refinery will have the capability to switch over com-
pletely to heavier, sourer crude input.

13




PEKKA TUOVINEN

Vice President, HSE | Born February
13,1956 in Mikkeli | Education M.Sc.
[Environmental sciences) | Career worked

as a university lecturer, regional government

civil servant, head of environmental affairs
for the City of Helsinki, and research
manager and head of environmental affairs
for Neste (and Fortum) | Motto Our future

is built on environmental work. | Family wife

and three children | Hobbies cooking, the

outdoors, fishing, and managing the Pantterit

junior basketball team |
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OPTIMISTIC

IS AN

AF WEQ/I,‘AKE A MESS,

IT°"S OUR JOB TO CLEAN IT UP,

IS WHAT HE SAYS. NESTE OIL'S
NExBTL RENEWABLE DIESEL IS

A GOOD EXAMPLE OF WHAT THE
COMPANY MEANS WHEN IT TALKS |
ABOUT CLEANER FUELS, “'w

AS IT WILL CUT GREENHOUSE GAS
EMISSIONS BY 40-60%.
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he sun has almost a spring feeling about it as

it shines through the windows of the office of

Neste Oil’s Vice President, HSE Pekka Tuovinen.

It is so bright, in fact, that Tuovinen has to get

up and adjust the blinds, which leads the con-
versation around to the subject that has caused so much de-
bate in Finland this year: the late winter. It was not until late
January that the winter arrived in earnest.

If nothing else, this should have convinced even the most
skeptical that something really is going on in terms of cli-
mate change, says Tuovinen.

“The unseasonably high temperatures we saw in December
are completely in line with a steadily worsening greenhouse
effect. Climate models point to extreme conditions spread-
ing around the globe.”

The use of fossil fuels exploded during industrialization
and has grown ever since, not least today as more and more
countries industrialize — and this has been identified as a ma-
jor cause of climate change.

The situation raises a lot of worrying questions: what will
happen to the world’s agriculture, will we run out of water,
will whole areas of the world become uninhabitable?

Although Tuovinen monitors environmental developments
as an integral part of his work, you could not call him a pes-
simist.
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“Ever since I studied environmental pro-
tection back in the mid-1970s, I've always
thought that if man creates problems, it’s
his job to clean them up.”

But do not get him wrong. He does not
believe that technology has the answer to
all of our problems. What is most impor-
tant, he says, is the desire to do something
about them. If nothing else wakes up de-
cision-makers, money certainly will in the
end, he says.

“When we start seeing enough major
storms and hurricanes, floods, and dry
spells, life will simply start to get a lot hard-
er for many of us — and that’s when climate
phenomena will take on a tangible price
that we can’t help but react to.”

TOO QUICK OFF THE MARK. Oil refining
is a very challenging business from an envi-
ronmental point of view, according to Pek-
ka Tuovinen.

“You've always got to perform well, and
you need to know your stuff and be sensi-
tive to the right issues, especially when talk-
ing to stakeholders.”

Tuovinen is proud of Neste Oil’s record
on the environment. We cannot survive
without fuels today, and the fuels we use
should be as clean and efficient as possib-
le, he says, which is the approach that
Neste Oil has followed.

“We've been pioneers here. How many
people remember that Neste had an envi-
ronmental protection unit back at the end

of the 1960s?”
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In some ways, it is easy for Tuovinen to be
satisfied, as cleaner fuels continue to lie at
the very heart of Neste Oil’s strategy.

“Of course, this type of product develop-
ment costs money, but we've always been
something of an oddball in the industry, as
we've never tried to postpone environmen-
tal-related investments.”

Longer term, there is not much sense in
doing so, in any case. Outdated products
are not likely to interest anyone, and no one
wants to invest in old-technology plants.

PEKKA TUOVINEN’S
ADVICE TO FINLAND'S
NEW GOVERNMENT

— Remember that we have a great
engine for positive climate change:

— NExBTL Renewable Diesel reduces
greenhouse gas emissions by

Let’s ensure that there’s
a market for it in Finland.

— Let’s continue to foster a solid base
for technological research and
development, as know-how and
innovations are critical to success
in today’s rapidly changing world.

the diesel. Let’s make it more popular.

40-60% compared to fossil fuel diesel.

JABLE TO TALK ABOUT
{E ENVIRONMENT.”

Being a pioneer included only ordering
tankers with a double hull or a double bot-
tom from the 1970s onwards.

“Many of our customers were against the
whole idea, and we had to endure a lot of
criticism. But we were 30 years ahead of our
time, as double hulls are now becoming a
statutory requirement.”

EVEN CLEANER FUELS HAVE BEEN
CRITICIZED. “Even the European oil re-
fining industry’s own HSE organization ar-
gued for some time that it didnt
make sense to produce sulfur-free
i fuels, for example. We've always ar-
© gued that it does, and we've invest-
' edin it too.”

; Highlighting the environmental
i dimension of its products and tech-
+  nology has been a very deliberate
© move for Neste Oil from a market-
' ing point of view as well. And it has
i yielded results.

: “We got a big order from West-
© ern Europe recently to top up emer-
' gency fuel stocks with product with
i a guaranteed long ‘environmental
i shelf life’, and that’s just what our
. sulfur-free diesel fuel offers. If you
' don’t win the choice contracts like
i this, someone else will come and
i take them from in front of your
! nose in any case. You've got to have
¢ the courage of your convictions, be-
' cause then you'll win financially as
boowell”



NO SKELETONS ALLOWED. Even Neste

Oil, however, has not invented all the tech-
nologies and built all the plants it will ever
need. And this year will see some major ad-
vances in terms of the environment.

Take the new diesel line at Porvoo, for ex-
ample, which will produce sulfur-free diesel
fuel from heavy fuel oil.

“The plant’s quite an eye-opener, as a unit
like this was considered an impossibility, both
technically and financially speaking, as little as
20 years ago. But we've made it happen, and
again as one of the first anywhere. The plant is
so good that virtually whatever kind of bottom
product you feed in at one end, you'll get pre-
mium-quality end-product out at the other.”

Neste Oil will begin producing renewable
diesel at Porvoo this summer; and construc-
tion work has started on a second unit, due to
be completed at the end of next year.

Neste Oil is beginning to be seen as a true
technology pioneer in the industry.

“We've been working on a number of proj-
ects with other oil companies in Europe to use
our technology on a wider basis, in countries
such as Austria. Not very many people 20 years
ago would have imagined that a small Nordic
company would become so sought after for its
industry-leading technology in oil refining.”

Neste Oil’s expertise is not only in demand
in Europe, either.

“We're keen to know the operations and
views of the partners we work with. Vegetable
oils and surplus fats represent important future
raw material inputs for our renewable diesel
plants, which is why we joined the Roundtable
on Sustainable Palm Oil found by the WWF
and other non-governmental organizations to
promote sustainable agriculture in this area. We
don’t want any skeletons in our cupboard.”

Tuovinen is convinced that high ethical
standards will become increasingly important
to consumers in the future.

“A lot of people say they support environ-
mentally friendly products, but when it comes
down to it they often select the cheapest in-
stead. I'm sure, though, that over the next 10
years the number of enlightened consumers
will be significantly larger than it is today.” |

new

TWO NEW

A NEW 75,000 DWT, 1A ice class product tanker,
the M/T Stena Poseidon, joined the Neste Oil
fleet in January and its sister vessel, the M/T
Palva, in February. The new tankers will handle
petroleum product deliveries to North America.

To be manned by Finnish crews of 16, the ships
have been built at the Brodosplit shipyard in Split
in Croatia and were christened there by Board
members Maarit Toivanen-Koivisto (Palva) and
Ainomaija Haarla (Stena Poseidon). The ships
are owned by a joint venture between Concordia
Maritime and Neste Shipping Oy.

GETTING THE BIOFUEL
MESSAGE ACROSS

organized by Finland’s Youth Academy will
focus on environmental issues and biofuels
this fall. Neste Oil and the Academy will
cooperate on promoting young people’s
awareness and understanding of the
importance of project skills, accountability,
and long-term perspectives at school and in
hobbies. Funding will be available through

the national Homma scholarship program.

RECOMMENDED LUBRICANTS

A new Web-based service has been opened at
www.neste.fi to provide drivers with information on
which Neste Oil lubricants and car chemicals are best
suited for their cars, vans, trucks, buses, and agri-
cultural machinery. The database includes recommen-
dations for over 200 marques and over 12,500 types of
application. The service also provides assistance on
vehicle-specific oil change and inspection intervals.
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Ilderness

ADVENTURE

A snowmobile trip in the wilds
around Ruka and Kuusamo

is not something that anyone
will easily forget.



PAAVO HAMUNEN, ARTO WIIKARI AND LEENA SVANBERG
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dd is on fire! Don't bring any
T h e Sa u n a guests here. When we've
got the fire out, we can
see what's salvageable.”
Surprises and excitement are a specialty of Rukapalvelu, based at the
Ruka ski resort in Kuusamo in northeastern Finland, but they do not
normally include sauna fires. A little bit of ingenuity saw the company’s
team get over the setback, though.

“We found a reserve sauna stove in our stores and set up an army tent
to create an improvised sauna. Our guests loved the experience, and ev-
eryone was happy,” remembers Rukapalvelu’s Managing Director, Ari
Alander.

The company organizes trips, meals, corporate events, and a full range
of leisure services year-round. A range of accommodation can handle
up to 150 guests overnight. Guests come from all over Europe, Rus-
sia, and Finland.

“The company’s grown from a one-man business 20 years ago to one
employing 40 people today. Everyone does what they're best at, from
whitewater rafting to servicing our snowmobiles. We also work close-
ly with other people in the locality who are experts in everything from
training husky teams to herding reindeer,” says Ari.

A FRIEND IS NEVER FAR AWAY. “Hi there.
Sorry to bother you and all, but we've been
skiing for hours and were about ready for
a break, but wouldn’t you know it, we're
not sure where we are any more! You
got any idea?”

The business executives staying at
Rukapavelu’s forest lodge enjoyed the op-
portunity of showing off their local knowl-
edge, and the ski party was able to set off
again. =
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Neste Oil’s Kaija Lind
and Rukapalvelu’s Ari
Alander meet a number
of times a year.

“The wilderness is all about relaxing and shak-
ing off the stress of everyday life,” says Jokke
Kimiriinen, the founder of Rukapalvelu. “En-
joying a feeling of adventure is important, and
sharing time out informally with partners is an
excellent way of doing just that for businessmen,
for example.”

Firing up a sauna stove, cooking supper over
an open fire, or exchanging snapshots of your
kids while resting alongside foaming rapids are
an excellent way of getting to know people in
a way that is just a bit different from the ev-
eryday.

“It’s a rewarding business to be in and provides
a good source of employment to people in this
part of the world, and helps keep our local com-
munities vibrant. Businesses like ours, local gov-
ernment, and local politicians all need to work to-
gether to make it a success.”

INTO THE SMALL HOURS. Jokke Kimiriin-
en learnt how to keep guests happy from a young
age.

“My mother used to put skiers and walkers up,
and it was us kids’ job to keep them entertained.
We used to take people fishing with us, or berry-
ing, or out milking the animals.”

Rukapalvelu’s first wilderness camps were based
on the family’s old farm. Jokke was joined on these
by his two brothers, Jorkke and Erkki.

“Today, we've got a full range of locations to of-
fer, from a sauna bus to a wilderness spa, wilder-
ness cabins, and a fully equipped underground
dugout near the Russian border.”

Guests also have the chance to cross the bor-
der into Russia to explore the beautiful remote
landscape or listen to a choir of locals singing an-
cient songs.

Biolubrication is good for nature. “All of our
150 snowmobiles are on the move during our
peak season in February and March, and we
need to fill up the main fuel tank at our de-
pot once a week to keep up with demand,” says
Eki Karja-lainen, one of Rukapalvelu’s wilder-
ness guides.

“We supply Rukapalvelu with both fuel and lu-




SNOWCross

Janne Tapio has won

two years in a row, in 2004 and 2005.

ideal for
seeing winter landscapes
that you can't really see any
other way. That’s what real-
ly makes it so exciting”, says
Janne Tapio alongside his LYNX R-evo.

Janne has been involved with snow-
mobiles since the age of six, and compet-
ed for 18 years. Today, he’s also involved
in developing new models for the LYNX
plant based at Rovaniemi.

“Durability and reliability are key fea-
tures users need to be able to expect of a
snowmobile, whether it’s for a day out or
a competition. The routes you find in Fin-
land are often pretty bumpy and that de-
mands a lot of the machines.”

A seated position is recommended for
extended periods on the level, but stand-
ing is better for hills and bumpy terrain.
This helps protect drivers’ backs from ex-
cess impact and gives people greater vis-
ibility as well.

“Driving is a very physical activity, and
in addition to training, I also run, visit
the gym regularly, ski, mountain bike,
and swim to keep fit. Good back and
stomach muscles are important, even
for the occasional driver. And snowcross
tracks are good places to hone your driv-

ing skills.”

A typical snowcross competition involves
around 20 competitors, who leave the start
line together and test their skills against
each other over a kilometer-long circuit

full of tight turns and jumps. The fast-

est drivers get through 20 laps in about
20 minutes.

The engines and transmissions of com-
petition machines need to be finely tuned
to give the performance needed. The best
fuels and lubricants are also essential.
Competition machines are powered by
two-stroke engines that use between 25
and 30 liters of fuel over 100 kilometers.

“I'm a great believer in Neste Futu-
ra gasoline and Neste 2-T Super Racing
lubricants. I've always found they deliv-
er, however tough the competition. But
they can’t help if a driver forgets to tighten
down the fuel cap or fill up! That's always
down to the driver,” he laughs. |
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bricants, and have worked with them for 11
years now,” explains Neste Oil’s Kaija Lind.
“That includes premium-grade gasoline and
bio-based lubricants. The Rukapalvelu site al-
so includes a Neste A24 unmanned outlet.”

Kaija visits Ruka a couple of times a year

to meet both her contacts at Rukapalvelu and
others in the area.

“These meetings are important, as the bet-
ter you know your partners, the smoother
things work,” says Kaija. |

KUUSAMO

- 800 km.northeast of Helsinki

- 5,808 km?

- population 17,200

-> Shares a 400-kilometer
border with Russia

- Overnight accommodation
for 36,000, of which 16,000
in Ruka itself
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Guide Eki
Karjalainen

DON'T LET THE
THROTTLE

here are over 18,000 kilometers

of designated snowmobile routes

and tracks in Finland, and over
115,000 registered snowmobiles.

Around 500 snowmobile accidents
a year take place, and 12 people lost
their lives last year. The most danger-
ous spots are thin ice on lakes, and
the most serious accidents usually
occur when snowmobiles collide or fall
through the ice.

“We would probably avoid the major-
ity of these accidents if drivers stayed
off the bottle. The same limits cover
snowmobile drivers as normal drivers.
50 milligrams per 100 milliters of
blood is already too much,” says Reijo
Kongas of the Rovaniemi Police.

Snowmobiles are restricted to
marked routes on Metsahallitus
(Forest Commission), public, private,
and association land. Diverging from
these routes requires the permission
of the relevant landowner.

“Drivers should respect nature and
other people at all time to maximize
safety,” says Erkki Turtinen of Metsa-
hallitus. “Thanks to product develop-
ment work, snowmobile emissions are
half what they were in the 1990s, and
their exhaust sound levels are a lot
lower too.”

6 TIPS FOR DRIVERS

—> Helmets are compulsory

—> Snowmobiles typically cost
between €7,000 and €10,000,
and need to be registered and
insured. Driving on Metsahallitus
land requires a permit.

—> 15-year-olds can drive off-road

—> The speed limit on marked routes
is 60 km/h, 80 km/h on ice,
and 40 km/h when towed

—> Snowmobile are not allowed
on roads, except to cross

—> Don't litter, create unnecessary
noise, or hinder other people.
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Social developments and energy usage have traditionally gone hand in hand, and
the world’s most successful countries have always been the largest users of energy,
virtually without exception. Developing countries use under 10% per capita of the
energy used by industrialized countries, and the poorest countries just 1%. The world
sourced its energy on a global basis long before the whole concept of globalization was
born. Access to abundant energy has always made favorable economic development r
possible after periods of war. If we tried to be self-sufficient in energy, a country like il ™
Finland would be condemned to a basic peasant economy.

Energy has become a valuable, strategic commodity. For many, it is a symbol of
strength and power. How long our energy reserves will last has become a standard
subject of debate between the great powers of the world and for many
countries’ national agendas. When following what the media write about
energy, you can't avoid concluding that energy is often used to advance
some very partisan causes. The energy ‘threat offers a convenient
‘enemy’.

The energy economy is faced with a number of mega challenges that
need to be resolved sustainably - including reducing our emissions of
greenhouse gases, eliminating energy poverty, and cutting our depen-
dence on oil. Fossil fuels have been the world’s most important source
of energy for over a century, and no major change is likely here. Even if
the days of cheap oil are behind us, relatively cost-effective fossil fuels
look set to be available for long into the next century.

Politicians get green. Future energy supplies will be dependent on
political decisions. Market forces are simply incapable of guiding de-
velopments in a more sustainable direction without input from public
decision-makers. The latter are critical to creating demand for clean
energy, and in helping new technologies such as biofuels and wind power
really break into the market in Europe.
It is easy to feel powerless when faced with today’'s major energy questions, but
many of these problems are solvable with the
help of new technology. T h e
A global energy revolution would call for
wide-ranging international cooperation and
financial commitment, such as devoting 1%
of national GDP to energy investments. This
type of creative initiative would be sufficient to Of t h e fu t u re
generate new, profitable, clean, and sustainable
energy business. [ER LUND, PROFESS
We are at an important crossroads in Finland, as we are rapidly losing our posi- CED ENERGY SYSTEM
tion on the growing global market for clean energy technology. One reason for this KI UNIVERSITY
is the lack of a strong home market. Solutions based on our own expertise, such as HNOLOGY
renewable energy sources and efficient energy usage, typically receive little attention
in the energy debate. If we were to take full advantage of this type of know-how, we
could meet our additional energy needs competitively and cut emissions by nearly a
third by 2020. And on top of that, create a viable export industry as well; which only
goes to show that we need the courage of our convictions in the energy economy
of the future. |
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inter came to the southern coast of Finland with a ven-
geance not very many weeks ago. On board the Tempera,
the sea looks pretty uninviting under a leaden sky. Through
the snow squalls, the onlooker can just make out the out-
line of the tanker, which has come alongside and tied up
at Porvoo, helped by a friendly tug.
“I¢’s usually a very smooth operation, not much to see at all,” says the
Tempera’s master, Lauri Vuorinen.
This time is no exception. The Tempera’s crew makes it all seem so easy.

SAFETY IS OUR WATCHWORD. A sea of pipes and equipment cover the
deck of the tanker, which has become an ice rink thanks to the snow, wind,
and freezing temperatures. In conditions like these, even the most experi-
enced crew members need to keep their wits about them.

“You can never be too safe,” says Vuorinen. “And it’s important to set the
right example. If I ask the crew to don their hard hats and I don’t, I'm not
sending the right message at all.”

He is echoed by Neste Shipping’s Vice President, Erkki Kotiranta.

“Safety always needs to be the number-one priority, underpinning every-
thing we do.”

Crisis management capabilities are also an important part of everyday op-
erations. These are maintained by regular rescue and oil spill prevention ex-
ercises, like the ones which the Tempera has recently gone through, accord-
ing to Petra Karjalainen, who is part of the engine room crew and respon-
sible for maintenance and keeping things shipshape down below. >

i
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Length 252 m | Beam 44 m | Height above deck 22.5 m | Draught at full load 15.3 m | Machinery
21.7 MW or 29,500 hp | Displacement 106,034 dwt | Hold capacity 121,158 m® | Ice classification 1 A Super
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Reliable marine shipments rely on

a mix ofithe right human skills and

the right technology. Get the mix right
; and crude deliveries will run smoothly,

whatever the weather.




STERN FIRST. “The Tempera and her sister ship, the Mastera, are
unique,” explains Vuorinen.

The ships include a wealth of the latest technology. A sophisticat-
ed system monitors the stresses imposed on the ships’ extended dou-
ble hulls, and a large number of on-board functions feature built-in
redundancy to guarantee reliability. Advanced navigation systems and
electronic charts ensure everybody stays on course. And if the ice gets
too thick and threatens to slow things down, the officer on watch just
needs to hit the ‘handbrake’ and turn the ship around to ‘engage’ the
specially designed ice-breaking stern.

The Tempera is mainly employed in the Baltic and the North Sea,
but sometimes ranges further afield, most recently to Bilbao in north-
ern Spain at Christmas. The past week proved a pretty busy one as well,
as winter storms off the coast of Sweden held up docking and unload-
ing at Gothenburg on Sweden’s west coast.

Today, the ship is only carrying 25,000 tons of crude, just enough
to cover the bottoms of its tanks, so to speak, as its full load tops out
at 100,000 tons.

“The Tempera’s a fast ship to take on a cargo, and we can discharge
a full load in less than 24 hours,” says Vuorinen.

CHECKLISTS HELPS. Keeping an eye on the status of the ship’s car-
go is the responsibility of Chief Officer Harri Halmesvirta. When the
Mastera is ready to cast off; it will be the Tempera’s turn to discharge.
While the ship is waiting her turn, she replenishes her stores of drink-
ing water, something that has to be done every couple of weeks.
After discharging her cargo, the Tempera will leave for the Primorsk
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“THE BEST
TECHNOLOGY |
GREAT FOR GO

LONG-TER
PERFORMANGE."

terminal north of St. Petersburg, where she is due to take on 100,000
tons of crude for delivery to Lithuania.

“Everything important is noted down in checklists to ensure that
we really do remember them,” says Halmesvirta.

BEING A PROFESSIONAL. The size of the Tempera’s crew varies
between 15 and 20, depending on the time of year and the ship’s needs.
During the winter, for example, the crew is closer to 20 because of
the weather and the ice in the Baltic. It is also often close to that dur-
ing the summer as well, when maintenance work can be carried out
as the ship is under way. This flexibility is a valuable way of guarantee-
ing safety and keeping the tanker shipshape, says Vuorinen.

“Having the optimum number of crew on board ensures that every-
body performs at their best.”

The length of crew watches are carefully monitored; the only excep-
tions are the master and the chief engineer, who are responsible for the
ship overall.

“We've got a professional crew aboard the Tempera, and a very low lev-
el of turnover, as everyone likes the ship,” continues Vuorinen.

Training plays an important part in keeping everybody on their toes.



“Nobody just rolls out of the nearest bar to join the ship when we
cast off,” he laughs, dismissing people’s traditional views of the sail-
or’s life.

PRACTICE MAKES PERFECT. Second Mate Veli-Matti Rahja has
just rejoined the Tempera after six weeks off, and is being kept busy in-
troducing new crew member, Tapani Enbuska, to the ship’s routines
and checklists. The most important part of Enbuska’s induction, ac-
cording to Rahja, is to ensure that he knows the rescue and firefight-
ing instructions inside out.

An on-board safety meeting is held once a month, at which the crew
is always asked for suggestions for improving procedures.

Rahja says he enjoys the life at sea so much now that he cannot think
of anything that would get him into an office.

“It’s an all or nothing feeling. When we're working, we're working
100%, and when we're at home, we're at home 100%. We've got a great
feeling on board, and a crew who really know what they’re doing. You
need to be tough and able to stick it out too, as you can’t just bunk off,
like you can on land,” he grins.

NO COMPROMISE. “Legislation provides the basic minimum when
it comes to safety, but real safety comes from the work we do behind
the scenes,” explains Kotiranta. Innovations and a competitive edge do
not come from just doing things by the book.

“Using shielding gases, recovering vapors released when loading car-
goes, and using environmentally friendly paints are just some examples
of the latest progress we've made on board our ships.”

There is also a clear financial incentive in working for better safety,
as does concern about the threat of pollution in the Baltic. |

LAURI VUORINEN

G RA N D The Tempera’s master,
Lauri Vuorinen, has worked
for Neste Qil since 1975, and
been a skipper for 16 years.

“The work’s the most satisfying when everything runs
smoothly and everyone on board is happy too.”

Vuorinen remembers first feeling the pull of the sea
at the end of 1960s.

Despite such a long career, Vuorinen has never been
involved in an accident at sea.

“And | hope | never will, touch wood. I'll never forget
watching the sea of flames that engulfed two tankers
when they collided in the dark in the Humber estuary in
Britain some years back.”

Vuorinen would never like to be without a book on
board.

“Even though there’s not much time to read,
| always like to relax with a good book when | can, even
for a few minutes, it clears the mind wonderfully.”

Vuorinen became a grandfather for the first time
just after Christmas, but he has not yet had time to
see his daughter’s first-born.

“I'm certainly looking forward to seeing her when
| come to the end of my rotation.”
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NExBTL

[NEXT GENERATION
BIOMASS TO LIQUID]

NExBTL Renewable
Diesel?
NEXBTL is a premium-quality
diesel fuel produced from
renewable feedstocks using
Neste Oil proprietary technology.

How does NExBTL differ
2from conventional
biodiesel?
NExBTL offers comparable
characteristics to conventional
diesel fuel and does not suffer
from the quality limitations
associated with first-generation
biodiesel.

What'’s the difference
3 between first- and second-
generation biodiesel?
The quality of first-generation
biodiesel does not fully match
the requirements of automotive
and engine manufacturers, and
cannot be used in concentrations
above 5% of total fuel content.
Second-generation Biodiesel
offers quality that even exceeds
that of conventional diesel fuel.

1 What is Neste Oil’s

WHAT OTHER NESTE OIL PRODUCTS OR SERVICES WOULD YOU LIKE TO KNOW ABOUT?

When will NExBTL

4Renewable Diesel be
available?

Production will start in summer

2007 and Neste Oil aims to

launch the product later in the
year.

Can NExBTL Renewable

5 Diesel be used in normal
diesel vehicles?

Diesel fuel containing

NExXBTL can be used

without any restric-

tions, and offers

clear environ-

mental benefits.

How environ-
6 mentally friendly is
NExBTL?
NExBTLs greenhouse gas
emissions are 40-60% lower
than those of conventional fossil
fuel diesel during the product
life cycle. Tailpipe emissions are
also significantly lower. Tests
carried out by VTT Technical
Research Centre of Finland and
a number of automotive manu-
facturers have shown significant
reductions in NO,, particulate,
CO, and hydrocarbon emissions.

X

What feedstocks are used
7 in producing NExBTL?

NExBTL Renewable Diesel
can be produced from a wide
range of vegetable oil and/or
animal fat. The process is very
flexible in terms of feedstock. All
raw materials used are supplied
in line with the company’s strict
sustainability principles, which
can be consulted at Neste Oil's
website.

INFORMATION provided by
Ilmari Lastikka and Sami Oja
from Neste Oil's Biodiesel
division.




Full speed aheadin 2020?

The challenges in the workplace are
growing all the time: work itself is getting
more demanding, the work environment
more multidimensional, and competition
more international. And in the case of

the oil industry, things are getting greener
as well. Where can you find the experts

to make all of this a success in the future?

TEXT NANNA SARKKA | ILLUSTRATION JUSSI KORHONEN

ESTE OIL is set to recruit a large number of
people over the next few years.
“We’re going to see a lot of personnel turn-
over both before and after 2010,” says Harri
Turpeinen, Vice President, Development. “A lot of peo-
ple are going to be retiring, and our new strategy also calls
for bringing new experts into the organization.”

ON THE LOOKOUT FOR BIOLOGISTS. Neste Oil’s
growth strategy, which aims at making the company the
world’s leading producer of renewable diesel, will be the
single most important factor in recruitment.

“Know-how on renewable raw materials will become
increasingly important for us. We've already begun to
recruit a slightly different mix of people than is typical
for an oil company; such as people who understand the
natural sciences and biological processes.”
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Making sense
OF CHAOS!

Many people’s work environments are likely

to become increasingly complicated and involved
over the next 15 years. People will find themselves
working in different teams and networks, many of them
virtual ones as well. Job expectations will rise, as will
work loads - and the potential for chaos.

“Multiskilling and the ability to manage different sets
of expertise will be essential qualities,” believes Project
Manager Tuomo Alasoini of the Ministry of Labor. “Metaskills,
such as creativity, innovation, reflection, and learning will
be particularly valuable; as will IT know-how and under-
standing the ways of the virtual world.”

Leaderships and coordination are likely to become more
important.

“We will need vision-driven managers who have the
ability to communicate common values and mindsets,
and motivate people. In contrast to the mechanical work
typical of the industrial age, the jobs of the future will
require new levels of commitment and motivation.
Interpersonal management skills will also be
critical: coaching, supporting, and helping.

People really will be a critical resource,
and will need looking after.”
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Additional sales and marketing expertise will also be needed to market Neste
Oil’s new products, particularly through international networks. A global in-
vestment program will also call for an injection of additional project manage-
ment skills.

Neste Oil aims to continue to maintain its high level of conventional refin-
ing expertise as well.

“We don’t expect to see any areas of know-how disappear, as we'll still very
much be in the business of organic chemistry. Our processes will just get more
complicated, as our feedstock base becomes broader.”

UNDERSTANDING THE PLANT WORLD. “We’re doing a lot of ground-
work to prepare for implementing our updated strategy,” continues Turpein-
en. “Looking at what we’ll need and where we could face problems. One prob-
able bottleneck that we anticipate is the availability of cost-effective feedstocks.
Plants and yields will need to be more productive.”
Harri Turpeinen represented Neste Oil on the recent national Finnsight 2015
project, an initiative aimed at reviewing the science and technology-related
challenges likely to face Finland over the next 10 to 15 years. Energy efficien-
cy and environmental management were identified as potential competitive
strengths for Finland as part of this study.

GLOBAL COMPETITION FOR THE BEST TALENT. “Over the short term,
one of our most important challenges will be to ensure the successful transfer
of existing skills onwards when a lot of our skilled people come up for retire-
ment,” says Business Development Manager Hannu Kerinen.
Neste Oil has prepared for this by reviewing current competence levels.
“We went through our core competences a year ago, and now we're look-
ing at practical skills, and what we need to develop in the Group as a whole,
in our units, and among our people. We're aiming to improve our ability to re-
spond to changing needs by increasing job rotation, for example, and through
additional training.”
A lot of new people will be recruited as well. The priority here will be on re-
ally finding the best people for the right jobs.
“In the future, we're likely to see a growing number of companies competing
for the same talent,” says HR Coordinator Paivi Saarikko.




“And competition is becoming more inter-
national all the time,” continues HR Manager
Tuula Vajavaara.

“Research and consultancy positions are po-
pular at the moment, thanks to Finland’s high
educational standards. We could encounter
problems in recruiting people for production
jobs, though,” says Saarikko.

There is a good pool of applicants out there,
believes Harri Turpeinen.

“We get a lot of good applications when
we recruit, and Neste Oil clearly seems to be an
attractive employer. There’s perhaps a little bit
of a cause for concern in the fact that not so
many people are applying to study chemistry
and process technology at universities as be-
fore. We need to ensure that these subjects con-
tinue to generate sufficient enthusiasm.”

Neste Oil works with a number of universi-
ties and colleges.

“We organize visits and lectures, and we pro-
file Neste Oil in student publications and sup-
port student activities. Recruitment fairs are al-
so a good way to meet students, and even find
applicants directly,” says Saarikko.

EQUALITY OF OPPORTUNITY. Neste Oil re-
ceived a national award last year for the work it
has done in promoting equal opportunity. The
company is actively targeting reducing gaps in
salaries between men and women and increas-
ing the number of positions where there are
equal numbers of both sexes.

“We get a lot of men applying for technical
positions, but we've been very encouraged by

the growing number of women that are

interested in and have the physical
‘endurance’ for operator work, for
example,” continues Vajavaara.

Work at Neste Oil is becoming
increasingly international, and this
is also being reflected in personnel.
Thanks to the Internet, the com-
pany is becoming better known
further afield and applications
now come in from around the
world.

“Students surf the net a lot,
and those in our field contact us
to apply for training and diploma
positions,” says Saarikko.

STAYING ON. Although Neste Oil
is generally satisfied with the stan-
dard of education provided by uni-
versities and colleges, few students are

ready to take on responsible positions

straight away. The duties of chemists

engineers call for a lot of specialist knowledge
— which is why Neste Oil offers extensive in-

ternal training programs.

“These are a plus when we're competing for
good people. Applicants appreciate training

opportunities,” says Piivi Saarikko.

“An operator’s career, for example, involves

Simplifying things

Future technological and economic developments
will see two different strands of work emerge.

“Creativity and innovation will be essential in jobs

calling for special skills. In addition, there will be jobs

that don’t require extensive training, but which can’t

be automated or that we don’t want to automate, such

as care jobs,” says Mika Mannermaa, a researcher who
specializes in future studies.

The importance of time and place will decline. Work will
be done when and wherever makes most sense. In the
2020s, people will be able to take everything they need
along with them, on their laptop or equivalent.

Specialists will become even more specialist.
“We're likely to see the emergence of ‘simplification
consultations’ to help us survive in an increasingly
complicated world. After all, we already have per-
sonal trainers to ensure that we exercise correctly
and shopping advisers to ensure that we choose

the right color necktie.”
Understanding and accepting change
and diversity will become increasingly
important, as the world’s dimensions
increase and extend.

and

a lot of continuous learning,” says Turpeinen.
“And internal training is particularly important
in making the implementation of major chang-
es, such as our biodiesel strategy, a success.” |
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PHOTOS ESKO KESKI-OJA AND DAN PORGES
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TViFlin?

lina Vihild was bewitched by

the violin at the age of three,

when she saw some children

playing on the TV and fell for

the instrument straight away.
Luckily, her pianist grandmother under-
stood immediately and bought a child’s
violin for her to start on.

“I attended a music kindergarten and
began to take lessons. I used to go into
my parents’ bedroom first thing in the
morning to start off their day with a lit-
tle music,” Elina remembers.

By the age of 12, Elina Vihild was al-
ready playing as a soloist with Sinfonia
Lahti, and by the time she was 17 she was
one of the founding members of the Vir-
tuosi di Kuhmo chamber orchestra.

“Virtuosi di Kuhmo is very close to my
heart, and our series of concerts in Rita-
rihuone in Helsinki has been a dream
come true. Being part of a group like
this is a good counterbalance to my so-
lo work, when I also have to travel a lot
alone as well.”

A DECADE AHEAD. Last year saw Eli-
na’s concerts take in the US a number
of times, as well as Japan and countries
across Europe, and “Finland’s own main
festivals, including Naantali, of course.”

When planning upcoming concerts,
Elina uses a 10-year diary. A soloist’s
career calls for long-term planning and
booking concerts years ahead, world-
wide. A popular violinist lives a cosmo-
politan life, by necessity.

Tall and blonde, Elina’s beauty could
well have opened up doors for her as a
model, but music has always been her
thing.

She enjoys traveling, but finds long
flights in particular rather stressful, es-
pecially when a concert is timed to begin
virtually as soon as she steps off the pla-
ne. Thanks to her dual American and
Finnish citizenships, her numerous visits
to the States are somewhat easier to orga-
nize, as she avoids visa and security issues
that non-US citizens can face, including

her husband, pianist Ralf Gothéni.

THE RED VIOLIN. John Corigliano’s
Red Violin Concerto has featured heav-
ily in Elina Vihild’s repertoire recently,
and is based on Corigliano’s score for the
film of the same name.

“It’s a truly great piece of music, and
Pve really grown to love it. It combines
much that is traditional with the com-
poser’s own unique, modern music lan-
guage.”

Although Elina gives many of her con-
certs as a solo artist, she sometimes “gets

Music is the lifeblood
and the magic of
Elina Vahala’s life.
And her Stradivarius
Is the apple

of her eye.

lucky” and gets invited to perform along- A
side her husband. One piece she particularly
likes performing is Aulis Sallinen’s Chamber
Concerto for violin, piano, and chamber or-
chestra, which Sallinen composed specially
for Elina and Ralf Gothéni.

“Aulis Sallinen dedicated the piece to us, as
he had us in mind from the time he started
composing the concerto. It’s a wonderful, pro-
found piece, and we'll be performing it again
this summer at the Naantali Music Festival.”

WORKING WITH A STRADIVARIUS. Five
years ago the Finnish Cultural Foundation
granted Elina Vihild use of a Stradivarius it
owns dating from 1678. She always carries it
in her hand luggage whenever she travels.
“Stradivariuses are very individual instru-
ments, and are very different from each oth-
er. Each one has its own character, and none




of them are easy to tame. The first year with
mine brought some very special challenges.
When I played in one style, something com-
pletely different came out of the instrument.
It was really quite a big process to get to know
each other!”

NAANTALI'S GREAT. Elina Vihili loves to
perform at the Naantali Music Festival. She is
particularly impressed by the ability of its ar-
tistic director, Arto Noras, to always come up
trumps when it comes to attracting artists to
the event, and artists who always like perform-
ing together.

S ERELELER
Jaakko Kuusisto
practising at Naantali
in summer 2005.

While enjoying everything that her career has
brought her, Elina is also very aware of the re-
sponsibility that it brings as well.

“When youve become part of a ‘club’ like
this, you have to give everything you can,
and work hard too. I also like to play my fa-
vorite pieces again and again, as I can always
finds something new about them. It’s wonder-
ful to bury myself in them and make new dis-
coveries.” |

Elina Vahala won first
prize at the Young Concert
Artists International
Auditions Competition in
New York in 1999, and
placed among the best in
the Hannover International
Violin Competition in

fall 2000.

YT

NAANTALI MUSIC
FESTIVAL, JUNE 5-17, 2007
This year’s Naantali Music
Festival will be the twenty-
eighth to date, and the program
will feature a wide range of
chamber music and concerts
by leading orchestras and
soloists. Neste Oil is among the
sponsors of the event, as it has
been from its inception.

www.naantalinmusiikkijuhlat.fi

Check out the online version

of the article at:
www.nesteoil.com = media

- publications = Refine Online

33



"CUSTOMERS
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Good morning...

It has been over a year since Neste Oil, as a newly
independent company, opened its own switchboard.
The focus during the first year of operations has been
on developing a core set of customer-friendly
services. Quality is as important running a switch-
board as it is elsewhere.

The duties of a switchboard have changed quite a lot
over the years. People see a switchboard today less as
simply somewhere that connects their calls and more
as a source of information and assistance on how to
reach the company’s locations, on events that it is
organizing, or email or Internet addresses.

“The switchboard is a portal through which people
can access the company’s people and its services,”
says Customer Service Manager .

A switchboard is an important interface for a
company, as it is often the first point of contact for peo-
ple, and people have high expectations of such an
interface.

“Customer calls are always challenging, as
everyone wants their needs met smoothly and
efficiently, whatever the time of day.”

Modern technology makes the job of customer
contact personnel a lot easier than it used to be.
Telephone directories are completely electronic today,
and provide a lot of extra information. Requests to call
a customer back are sent by SMS, and customers can
also be served via email.

“In the future, we could even see chat come into the
picture as one node of contact. The tools we use will
develop, there’s no doubt of that, but the bottom line
will always be quality of service.”

TEXT JATTA HYTONEN

REA LEHTONEN

Neste Oil's switchboard is manned
around the clock, and the target response
time for every call is five seconds.

A four-person team is responsible for
the switchboard during the day, and is
capable of serving callers in a number of
languages with a comprehensive range of
information.

“Our customer service personnel need
to know a lot of people across the Neste
Oil organization and understand how
things are structured and work,” says
Service Manager Rea Lehtonen. “Without
this type of knowledge, it's much harder
to provide the level of service we want to.
Our people need to be the eyes and ears
of the organization.

“Feedback so far has been very
positive. This has been confirmed by a
study carried out by Informatum recently,
which showed that customers are very
satisfied with the quality of our service.
Clear strengths include a helpful attitude
and a good team spirit.”



ROACE (AFTER TAX) LEVERAGE RATIO

25% 50%

TARGET: MINIMUM 15%

TARGET: 25-50%

Neste Oil recorded a comparable operating profit of €597
million, an increase of 5.7% on 2005.

19.7% Both the reported and comparable operating profit
exceeded the equivalent figures for 2005, despite weaker
reference refining margins, particularly in the fourth
quarter. The company’s net debt fell and its leverage ratio
fell to 25.6% compared to 33.0% in 2005. The Board of
Directors proposes paying a dividend of €0.90 per share,
equivalent to 37% of earnings per share.

Investments in 2006 totaled over €530 million.
Mechanical completion was achieved on the new diesel
line under construction at Porvoo, and the world’s first
NExXBTL Renewable Diesel plant will enter production in
summer 2007.

2008 2006 31DEC2005 31DEC 2006 Neste Oil's share was one of the most traded on the
Helsinki Stock Exchange on 2006, and traded between
a high of €29.95 and a low of €21.00 during the year.

DIVIDEND PROPOSAL €0,90/SHARE

50% Dividend KEY FIGURES
POLICY: asa
40% MINIMUM 33% proportion
of under-
lying profit

60%

30%

20% Dividend as

a proportion
of reported
10% EPS, €2.46

0%




key indicators

ROACE % =

DIVIDEND =

CONTACT INFORMATION:

FOR MORE FINANCIAL INFORMATION:
www.nesteoil.com = investors

comment

Result comes
in slightly below
expectations

Neste Oil's comparable operating profit for
the fourth quarter of 2006 came in slightly
below expectations, but was still quite a
good result given the state of the market.
The unseasonably warm weather had the
greatest negative impact on the company’s
Shipping business, with reduced ice pre-
miums, but this was counterbalanced by
better-than-expected results by Oil Retail
and Oil Refining.

JUHA ISO-HERTTUA
analyst
ABN Amro

WEAKER GASOLINE MARGINS from

the late summer onwards squeezed the Brent reference margin in the
fourth quarter, but high capacity utilization at the Porvoo refinery and
excellent base oil margins increased the company’s overall margin to
nearly USD 6, which was above-expectation.

THE GROWTH IN GLOBAL REFINING CAPACITY looks set to fall
short of the expected growth in petroleum product demand this year,
which can be expected to further exacerbate the supply and demand
balance. Market conditions appear likely to remain favorable for Neste
QOil for at least the next two to three years. Together with the startup of
the new diesel line, this will probably raise the company’s profitability.
We continue to consider the Neste Oil share an interesting investment,
particularly when the strong performance enhancement that will be
contributed by the new diesel line begins to be reflected in the share
price. The company’s good position on the biodiesel market will also
have a favorable impact on long-term prospects.

NESTE OIL'S SHARE PERFORMANCE, €
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30 SHARE =
Neste Oil is listed

25 on the Helsinki Stock
Exchange under

20 the symbol NES1V.
The ISIN code

15 is F10009013296.
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Our mission is to produce the world’s cleanest Puel For trafric.
We refine it ourselves and ensure it stays clean all the way
Eo your gas tank. The more you demand, the better For us. nESTE U'L
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