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Distinguished Mayor,

Secretary General of the Nordic Council
Ambassadors, Scientists, Experts, City Planners
Ladies and Gentlemen,

In recent years it has been encouraging to witness how increasing
awareness of the global threat imposed by irreversible climate change has
stimulated innovation and new technologies, created a challenging vision
of how we must fundamentally alter our way of life, our energy systems
and our economies.

Many people are asking: In all honesty, can it be done? How will
each and every nation manage such a fundamental transformation? Can
our countries achieve what is undoubtedly the most daunting challenge
facing mankind in modern times?

In this respect, Iceland can serve both as an example and an
inspiration, a proof of how it is possible, within the lifetime of one
generation, to move from being predominantly dependent on fossil fuels
to become one of the leading clean-energy countries in the world — and
now developing ambitious plans to achieve even more: to base the traffic
system and also the fishing fleet on clean energy sources, as has already
done in the case of electricity production and space heating.



In the early years of my life, oil and coal provided over 80% of the
energy consumed in Iceland. | was brought up in a fishing community in
north-western Iceland where there was no other energy resource. Now,
however, Iceland produces close to 100% of its electricity from clean
energy resources, geothermal and hydro, and almost 90% of homes and
workplaces are heated with geothermal hot water. The remaining
challenge is the transport system and the fishing fleet: to switch our car
fleet from combustible fuel to electric power and to keep looking for a
sustainable way to power our fishing vessels.

This will be a major opportunity for the green energy industry in a
country which ranks among the highest per-capita producers of electricity
in the world. Since our production costs are among the lowest, it makes
perfect sense to embark on replacing most of the private car fleet with
battery-powered vehicles. The electrical infrastructure is well developed;
all producers share one national grid and delivery is reliable.

The latest developments in car manufacturing may help us to
achieve this goal. Also, the current global financial and economic crisis
might paradoxically even provide a favourable framework for it, for
example by encouraging the American car industry to base its revival on
more forward-looking policies. This would echo the way the oil crisis in
the 1970s gave impetus to the development of geothermal power in
Iceland, making us explore alternative and profitable clean energy
solutions.

It would indeed be of great advantage for my country if we could
switch to electric cars on a large scale. One estimate indicates that the
total annual energy cost of a small electric car in Iceland would be about
the same as fuelling a petrol-powered car two or three times — a cost
reduction of 80-90%.

Although the cost of batteries is still very high, making the initial
investment greater for the car-owner, the running cost will be very low.
Also, we can reasonably expect the initial investment cost to drop rather
sharply in the immediate future as the technology and the markets mature.
Furthermore, a switch to electric cars in my country would immediately
result in a substantial environmental gain, since our car fleet currently
releases a very large amount of CO, , per head of population, compared to
other European countries.

The power utility Reykjavik Energy envisages that perhaps a half of
the cars in the capital could be powered by non-fossil fuels by the end of
2013. It has taken many steps to encourage this development, not only by
offering free electricity for cars but also by actively participating in the
international development of hydrogen cars. Users of electric cars now
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draw free electricity for their vehicles by plugging them into a specially
designed post in Reykjavik’s main shopping centres.

The city of Reykjavik has also decided, through this energy utility
company, to sponsor research into the critical parameters involved in
replacing a large part of the city car fleet with electric cars. One project
aims at creating a model to assist in the relevant decision-making process,
to define possible scenarios in implementing the general use of electric
cars, and to study factors such as the environmental impact, the load on
the electric infrastructure and the economic consequences for consumers,
the business sector and the national economy. Another project aims to
shed light on how both companies and municipal authorities could switch
to electric cars, how car pooling using employer-sponsored green cars
could work in practice and how electric cars would perform under the
stress of heavy use in the sometimes tough climate of Iceland.

We have also followed with interest how several other nations are
taking steps to enable electric car production to enter the market. To
reduce CO, emissions, the United Kingdom will offer a subsidy of what
amounts to 5,700 euros to anyone switching from fossil fuel to an electric
car as from 2011. Similar consumer grants or subsidies have been decided
in the United States and in China. In some other countries, purchases of
green cars are supported by a discount of sales tax or other benefits.

The hydrogen project in which Reykjavik Energy has been a key
player is aimed at demonstrating the feasibility of running hydrogen
buses and private cars in a modern city. A hydrogen fuelling station, the
first of its kind in the world, was opened some time ago in Reykjavik, and
three buses using hydrogen were successfully operated for a number of
years. The primary participants in this project were: Daimler-Benz (later
Chrysler), Hydro and Shell and smaller fuel-cell cars from both Mercedes
Benz and Toyota, powered by hydrogen, have been in use in the city
since 2007,when the hydrogen fuel station was opened to the general
public. It is now possible to rent a hydrogen-powered Hertz car in
Reykjavik and travel around our magnificent country as a green-energy
tourist.

Iceland has also made an agreement with Mitsubishi Heavy
Industries to do a feasibility study of the production of DME or di-methyl
ester. This compound is thought to be a suitable fuel for ships. If it turns
out to be so, it could revolutionize our fishing industry, reducing
emissions dramatically, and it would get us out of the current trap of
having to import roughly one kilogramme of expensive oil for every two
kilogrammes of fish we catch.



In recent years we have observed how Japanese manufacturers have
taken the lead in producing energy-efficient cars. We have also seen
manufacturers in India enter the production of electric vehicles. It is
important to have locations where the development of such a new traffic
system can be tested. Iceland is well positioned to serve in this capacity in
terms of our target of reducing dependence on fossil fuels, helped by
sustainable energy production and our well-developed electricity
infrastructure.

In fact, Mitsubishi Motors has already concluded that Iceland
provides an excellent opportunity to test the commercial marketing of
electric cars. Last year within the Driving Sustainability Conference
Mitsubishi signed an agreement with the Government of Iceland on the
testing of a fleet of electric Mitsubishi i-MiEVs and the development of a
service network and infrastructure for these cars. We are also seeing
Tesla cars arriving in Iceland, and the local car fleet includes a new Ford
Explorer which is a combined electric-battery and fuel-cell hydrogen-
powered vehicle.

Many of us believe it to be realistic to aim at replacing our entire car
fleet with electric and other green energy cars within the next 10 — 20
years. It is estimated that the annual savings from such transformation,
from eliminating completely imported fuel for the Icelandic car fleet
would exceed 12 billion Icelandic kronas which is a formidable sum with
respect to the national budget and definitely would improve the economic
position of families as well as individuals.

However, even the use of electric cars all over the world will not
make a fundamental contribution to the battle against climate change if
the electricity used is generated by fossil fuel. As has been said: “Electric
cars are only as green as the electricity they run on.” The key question, if
we want to focus on global warming, is therefore primary energy
production. In this respect, Iceland may be a useful case to study since the
efficiency of primary energy production and transmission over a national
grid must be taken into consideration within the new global paradigm.

Although Iceland is now dealing with serious economic challenges
following the collapse of the banking system, the energy sector is, and
will remain, a major pillar both in our recovery and our contribution to
the global clean energy revolution, a revolution which must take place in
the next five to ten years if we are to succeed in preventing our children
and grandchildren from inheriting a world of climate-related disasters.

Iceland is proud to present itself as a laboratory for the development
of a green energy future, a laboratory where the transformation of an
entire national energy system can be observed and the development of
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green driving, electric cars and other associated technologies can be
tested. The Government, the Reykjavik City Council and other municipal
authorities, energy companies, universities and research institutions are
all very supportive of this vision.

As regards green driving, Iceland also offers the combination of a
cosmopolitan capital and long-distance driving to rural destinations, all
connected into a national electric grid which enables the drivers to
recharge their vehicles virtually anywhere in the country. The changing
weather, the volatility of the winter and the variety of the summer storms
and heavy rains and the availability of rough roads as well as modern
highways also help to make the testing of electric cars in Iceland realistic
and effective.

It is a confirmation of our national ambition in this respect that for
each of the past two years, Iceland has hosted these international
conferences, “Driving Sustainability” and here we are again welcoming a
forum where prominent experts and policymakers share the podium with
city planners, technological visionaries and representatives of car
companies and other relevant corporations.

It gives me great pleasure to welcome you all, to thank the visionary
people who continue to bring these conferences together and thus
facilitate a productive dialogue on how we can together create a better
world.



