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MANAGEMENT REPORT

Management's commentary: The results were anticgat It is positive that in the current
economic situation, the EBITDA continued to increasCompared to the same period last year,
turnover was affected by a decrease in the intencection fees charged between mobile
operators.

Significant financial indicators

Eesti Telekom Group

Change, HY1 HY1 Change,
Q22008 Q22007 g/o 5008 2007 %3/0

Total revenues, million EEK 1,567 1,582 -1.0 3,051 3,079 -0.9
EBITDA, million EEK 613 590 3.8 1,189 1,133 5.0
Margin, % 39.1 37.3 39.0 36.8
EBIT, million EEK 468 468 0.1 904 892 1.4
Margin, % 29.9 29.6 296 29.0
EBT, million EEK 487 479 1.7 939 919 2.2
Net profit for the period, million EEK 101 108 -6.4 553 548 1.0
EPS, EEK 0.73 0.77 -5.2 400 3.95 1.3
CAPEX, million EEK 184 184 -0.2 303 301 0.5
Net gearing, % -14.3 -23.3
ROA, % 31.3 30.7
ROE, % 46.5 46.8
Mobile communications segment

Change, HY1 HY1 Change,

Q22008 Q22007 E,’/O 5008 2007 g/o

Total revenues, million EEK 938 1,001 -6.3 1,813 1,864 -2.8
EBITDA, million EEK 365 376 -3.0 694 706 -1.7
Margin, % 38.9 37.6 38.3 379
EBIT, million EEK 299 322 -7.1 565 600 -5.9
Margin, % 31.8 32.1 31.2 322
EBT, million EEK 309 325 -5.0 582 612 -4.9
Net profit for the period, million EEK 87 76 14.7 360 362 -0.7
CAPEX, million EEK 71 79 -10.1 128 128 0.6
ROA, % 45.3 52.4
ROE, % 76.7 91.3
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Broadband services segment

Change, HY1 HY1 Change,

Q22008 Q22007 gm 2008 2007 gh
Total revenues, million EEK 804 734 9.6 1,568 1,431 9.6
EBITDA, million EEK 246 219 12.1 493 434 13.4
Margin, % 30.6 29.9 314 304
EBIT, million EEK 173 158 9.6 349 313 11.7
Margin, % 215 21.5 223 218
EBT, million EEK 176 156 12.4 353 310 14.0
Net profit for the period, million EEK 43 35 21.9 220 188 16.8
CAPEX, million EEK 108 98 10.4 164 162 1.4
ROA, % 24.4 18.2
ROE, % 40.2 30.6
IT services segment

Change, HY1 HY1 Change,

Q22008 Q22007 %’/0 5008 2007 g/o
Total revenues, million EEK 87 75 15.6 166 183 -9.3
EBITDA, million EEK 7 3 1775 11 5 144.3
Margin, % 8.1 3.4 6.6 2.4
EBIT, million EEK 1 -3 N/A -1 -6 -80.1
Margin, % 1.2 -4.2 -0.7 -3.3
EBT, million EEK 1 1 46.0 -2 1 N/A
Net profit for the period, million EEK 1 1 46.0 -2 1 N/A
CAPEX, million EEK 5 7 -36.4 10 12 -14.3
ROA, % 4.6 7.1
ROE, % 17.4 12.9

Sales revenues, operating costs and profits

The second quarter results of the Eesti Telekormusifor 2008 corresponded to the expectations of the
management board@he Group’s salesrevenuesreached 1,567 million EEK in the second quarte2@38
(2nd quarter 2007: 1,582 million EEK), and was ity affected by the reduction in interconnectfees

(As of 5 November 2007, the state regulator fixadrdaerconnection fee of 1.66 EEK instead of therfer
2.50 EEK in mobile phone networks).

The consolidated turnover of the mobile communicatins services segmemas 938 million EEK in the
second quarter of 2008, decreasing by 6% comparetheg same period in 2007 (2nd quarter 2007:
1,001 million EEK). The reduction of revenues wasised by a drop in interconnection revenues based o
the reduction in interconnection fees, which wasigiéy compensated by a certain increase in thalmer of
call minutes incoming to the network, an increasenbbile data communications, and growth in thein

of subcontracting services. In addition, the rewsnueceived from the retailing and wholesaling of
telecommunications goods decreased in the secantkgqeompared to a year ago, while the repair afite
equipment increased, which is caused by changesnisumer behavior.

At the end of the second quarter of 2008, the thaise of AS EMT was 9 thousand more than at theoén
the second quarter of last year, reaching 755 #mlsctive SIM cards (July 2007: 746 thousand gards
Compared to a year ago, the number of contractliahts has increased by 30 thousand, reaching
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480 thousand by the end of the second quarter @,20hile at the same time the number of pre-paid c
users has decreased by 21 thousand during theg/@&6 thousand by the end of the second quaridil. E
assesses its market share of active SIM cards 4G%e The penetration of active cards in EstoniHlB%.

The level of call minutes initiated by EMT cliergightly increased compared to the second quaftéast
year.

Pursuant to the resolution of the CommunicationarBalated 21 March 2006, the termination fee facevo
calls in the mobile phone networks (interconnecfis) for AS EMT, Elisa Eesti AS and Tele2 Eesti &8
the period 1 July 2006 to 30 June 2007 was fixe2i@h EEK per minute, and pursuant to the resoiatiof
the Communications Board dated 20 June and 22 2008, was fixed at 1.66 EEK for the period 1 July
2007 to 30 June 2008. Since Elisa Eesti AS and2TEksti AS disputed the decisions in court, anthé
course of provisional legal protection, the validitf the aforementioned administrative act was sndpd,
the interconnection fees of all three mobile operatremained at 2.50 EEK until 5 November 2007.
On 5 November 2007, the ruling of the Tallinn CitdDourt came into force, whereby the provisioregdl
protection was cancelled and all three mobile dpesawere obligated to apply interconnection feés o
1.66 EEK. Litigation by Elisa Eesti AS and Telehathe Communications Board is continuing, and ENIT
participating in the litigation as a third partyVith its resolution of 25 March 2008, the CompetitiBoard,
which is the legal successor to the Communicati®werd, established a fee of 1.37 EEK per minutetfer
termination of voice calls in the mobile phone natkg of AS EMT, Elisa Eesti AS and Tele2 Eesti AS
between 1 July 2008 and 30 June 2009.

The revenues received from mobile Internet contintee demonstrate very rapid growth. In the second
quarter of this year, the revenues from AS EMT rmbata communications increased by more than 50%
compared to same period in 2007. At the same tineeyolume of data that was forwarded increasedraé
times. In June 2008, the users of AS EMT mobil@a d@mmunications numbered 150 thousand, i.e. eight
thousand users more than at the same time last Jé&&r increase in the popularity of mobile data
communications is based on the dynamic expansiamef3G coverage area, which allows clients to use
high-quality and rapid data communications at speggproaching ADSL at conveniently manageable grice
By the end of last year, 3G coverage extended thelEstonian county seats and many other citielstlaeir
vicinities. The installation of new 3G stations ftire expansion of foreign and domestic coverage is
proceeding at a faster pace than earlier. In afdiEMT has the only EDGE network in Estonia witital
communications speeds of up to 200 kbit per set¢baticovers the entire GSM coverage area. As of the
second quarter, EMT reduced its roaming fees fta dammunications in various European countriesoup
fourfold in order to further promote clients’ oppamities to use the Internet and to speed up tbethr of
data communications.

A regulation of the European Parliament and Coumgiillies to AS EMT, as it does to other mobile apms

in the European Community, which specifies thavfaSeptember 2007 the rate per minute for outgeimdy
incoming calls made within the borders of the Eeap Community cannot exceed the established price
ceiling. Therefore, the revenues received from tiagnelients in the second quarter decreased by stimo
10%.

The sales revenues for the broadband services segméncreased in the second quarter by 10% reaching
804 million EEK (2 quarter 2007: 734 million EEK). The greatest rexeincrease resulted from the sale of
subcontracting services, which increased by 214%6anillion EEK, compared to the same period &t |
year. Revenues from subcontracting services priyngrew due to the sales volumes of increased leake
sub-services. Revenues from domestic call transieased by 124% in the last quarter and the regefnam
international call transit by 231%. The revenueréase from call transit was also primarily related
increases of the minute volumes of the subconitr@aérvice. At the same time, the revenues forseallices
earned from end consumers decreased by 7% due tivdp in minute volumes.
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In the second quarter, the total number of Elidents with permanent connections increased, regchin
168 thousand by the end of June (30 June 2007thth®and). The company estimates that its marketesh
based on clients with permanent connections is 55%.

At the end of May, OU Viru Net, a 100% subsidiafyEtion, was merged with the parent company Elion
Enterprises. Viru Net was the leading provider mktnet services in East-Viru County, specializimghe
provision of services to multi-story buildings. &ipthe merger of the companies, Elion will initiae
broader program to introduce and develop the leteim multi-story buildings in East-Viru County, by
combining Viru Net's knowledge of the client segrmand its long-term experiences in the area witbrzd
systematic solutions, high quality and broad progostfolio. Essentially, the merger of the compamif

not result in any changes for the current clients.

Similarly to earlier quarters, the trend in conimttfees for broadband services is continuing, whgrthe
clients are replacing individual services with coelgnsive service packages. Compared to last tfear,
revenues for the broadband services segment irmted from the connection fees for service package
The number of triple-package users increased b§04if2 the quarter, reaching 62.8 thousand as afuB@

(30 June 2007: 36.4 thousand). By the end of tlwerske quarter, Elion had 67.7 thousand IP and cable
television clients (30 June 2007: 39.5 thousantg popularity of the triple package has been Sicaritly
helped by the range of additional services beimyiged, such as video rental, the volume of whichlded

in the second quarter compared to the first quafiee marketing campaign promoting free films also
increased the rental of paid films. Compared tb yaar, Elion’s video rental fees increased by 20a%e
second quarter. In April three new channels - &ys@hannel, Toon Disney, and Playhouse Disney ewer
added to the Elion DigiTV children’s package, whigsulted in a price increase for the package from
20 EEK to 35 EEK. Among the Elion DigiTV theme pagk, the children’s package with over
4,000 subscribers is one of the most popular.

Based on the significant increase in the volumerardnues of service packages, the revenues fromthigo
fees for call connections and Internet connectionshe last quarter fell by 10% and 18% respectivel
compared to the same period of last year.

By the end of the second quarter, the number obnEi active call interfaces totaled 472 thousand
(30 June 2007: 468 thousand interfaces), remastaige at the same level for the last three quarter

Elion assesses its market share for call minutéiated in the fixed network to be 81% (June 2087%).
The market share for local call minutes is 83% €JAA07: 84%), 66% for international call minutesn@
2007: 65%) and 71% for call minutes made to matiilenes (June 2007: 69%).

In May, Elisa Eesti AS announced its decision tseahe termination fee for calls in its fixed weic
communications network by 45%. Based on an apmicdrom Elion Enterprises, the Competition Board
started a proceeding to examine the justificatmrtlie price increase.

The general cooling of the Estonian economy anckldestion of the pace retail sales growth, the rElio
Group’s retail sales of telecommunications and l@rechandise decreased in the second quarter by 22%
compared to last year. At the same time, due tocaessful marketing campaign at the second hatlfief
quarter, the retail sales at Elion outlets demauestr signs of renewed acceleration.

Sales revenues for the IT services segmerdgached 87 million EEK in the second quarter of@(®nd
quarter 2007: 75 million EEK). Compared to the saynarter of last year, sales revenues increasedbby;
whereas IT services increased by 14% and IT medibaty 18%.

Significant impact on the sales results for infrasiiure solutions was exerted by several largeysssnents
that were realized in the second quarter, includiegprocurement for the desktop computers foiMiméstry
of Justice, the disk massif for the e-health progeganized by the Ministry of Social Affairs, teervers at
the Estonian Informatics Center, and several ssfulgsrojects in financial institutions.
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During the second quarter, the keyword in the mtofrisiness was the continuation of work relateth&o
e-health project (patient portal, digital picturesd digital prescriptions). Implementation con&duof
important projects at Estonian Post (document mamagt, the implementation of service desk softwarke)
the Tax and Customs Board (document managementhealNorth-Estonian Regional Hospital (identity
management), and at the Labor Market Board (softwlavelopment).

The management of the central system and workmlan®uters at Empower Eesti were taken over in the
second quarter; 250 new users were connected tdediieation Department’'s school and kindergarten
project, and numerous new service contracts wegreediwith business clients. Several public pratiergs
(Ministry of Social Affairs, Tallinn City Governménalso took place in the second quarter, the texfl
which will be announced in the third quarter.

The operating costs of the Eesti Telekom Groudecreased by 3% in the second quarter of 2008 a@dp
to the same period last year, reaching 960 mili&kK (2nd quarter 2007: 994 million EEK).

The operating costs in the mobile communications sgces segmentdecreased by 8% compared to the
second quarter of 2007, to 576 million EEK (2ndrtgra2007: 626 million EEK). The greatest decreaas
the drop in interconnection prices based on intameation costs. The operating costs related tdirgtand
wholesaling also decreased, which correspondsetdribp in sales turnovers.

The operating costs in the broadband services segmnteincreased by 9% compared to the same period in
2007, reaching 563 million EEK (2nd quarter 20075 Smillion EEK). Two-thirds of the increase in
operating costs resulted from the sales volumesiloontracting services and the growth of direletsseosts
based on the increased minute volumes for domastidnternational call transit. The other princigedwth
factors for operating costs were salary costs hedaxes related thereto, which increased by 9%peoed to
last year. At the same time, based on the redudiicall volumes, the direct sales costs relatedomestic
call services decreased by 41%. As a result oflemsdles volumes, sales costs for retail mercisangiso
decreased by 22%.

The operating costs in the IT services segmeiricreased by 10% in the second quarter, reachingiBon
EEK (2nd quarter 2007: 73 million EEK).

The Eesti Telekom Group EBITDAIn the second quarter of 2008 reached 613 milliaK Ewvhich was 4%
more than in the second quarter of 2007 (2nd quaAe7: 590 million EEK). The EBITDA in the mobile
communications services segment decreased in tumdeuarter by 3% compared to the same period last
year. EBITDA in the broadband services segmentaed by 12% and the corresponding indicator iiTthe
services segment in the second quarter of 20087wailion EEK (2nd quarter 2007: 3 million EEK). &h
Group’s EBITDA margin in the second quarter of 2008 39%, which is somewhat higher than the margin
for the corresponding period in 2007.

The Group’s depreciation costgeachedl45 million EEK in the second quarter of 2008, @asing by 18%
compared to the same period in 2007 (2nd quar@r: 223 million EEK).

In the second quarter, tigesti Telekom Groupearned afeBIT of 468 million EEK, thereby remaining at
the same level as last year (2nd quarter 2007: Mdii®>n EEK). The Group’s(net) financial revenues
increased in the second quarter by 46% reachingiion EEK (2nd quarter 2007: 14 million EEK). the
second quarter, the Eesti Telekom Group eapreetax profits of 487 million EEK (2nd quarter 2007:
479 million EEK).

On 17 June of this year, AS Eesti Telekom agaird pa shareholders record-breakidiyidends of
1,449 million EEK from the profits (2007: 1,311 hwh EEK). In order to enable the payment of divide

to the shareholders of AS Eesti Telekom, AS EMTdghe parent company dividends of 820 million EEK
(2nd quarter 2007: 885 million EEK) and Elion Epréses paid 500 million EEK (2nd quarter 2007:
430 million EEK). The payment of the dividends veesompanied bincome tax payable on the dividends

8
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totaling 386 million EEK (2nd quarter 2007: 371 lioih EEK), of which AS EMT paid 222 million EEK
(2nd quarter 2007: 250 million EEK) and Elion Eptéses paid 133 million EEK (2nd quarter 2007:
121 million EEK).

In the second quarter of 2008, thet profit for the Eesti Telekom Group was 101 million EEKdZXjuarter
2007: 108 million EEK). The revenue per share w#&8 EEK (2nd quarter 2007: 0.77 EEK).

Balance sheet and cash flows

As of 30 June 2008, the Eesti Telekom Group balaheet totaled 4,515 million EEK (31. December 2007
5,023 million EEK). Compared to the beginning of tyear, fixed assets had increased by 6 million EEK
thereby bringing the depreciated value at the drnitieosecond quarter to 2,756 million EEK. The G¥'su
current assets have decreased during the firshaixhs of 2008 by 514 million EEK, reaching 1,75®iom
EEK by the end of June (31 December 2007: 2,27BomiEEK). Cash and cash equivalents, as well as th
balance of short-term financial investments, hagerelsed by 602 million EEK, in connection with the
dividends paid out in June.

As of 30 June 2008, the Eesti Telekom Group equitg 3,412 million EEK, which is 903 million EEK ks
than at the end of 2007 (31 December 2007: 4,31MomEEK). The decrease in equity is related te th
payment of a dividend totaling 1,449 million EEKt the same time, equity has been increased byfa pfo
553 million EEK in the first six months of 2008. A$the end of June, the Group had long-term ohitiga
of 26 million EEK (31 December 2007: 25 million EEKhe increase in short-term debt obligations Itesu
from the income tax liabilities of 386 million EEt¢sulting from the payment of dividends.

The net debt of the Eesti Telekom Group at thedrtie second quarter was -486 million EEK andrtae
debt to equity ratio was -14% (31 December 200,082 million EEK and -25%).

The Eesti Telekom Group cash flow from operationghie first six months of 2008 was 1,143 millionkEE
(first six months of 2007: 1,010 million EEK). Theroup’s cash flow from investment activities was
399 million EEK (first six months of 2007: 666 nilh EEK). The cash flow into the acquisition of gisie

and intangible fixed assets in the first six montlas 303 million EEK (first six months of 2007: 3@1llion
EEK). In the second quarter of this year, the neobdmmunications segment has invested 71 millioK EE
(2nd quarter 2007: 79 million EEK). In mobile commizations, in addition to the constant developnunt
the GSM network, a developmental priority was thgplementation of technologies to support high-speed
mobile data communications. In the second quafte2008, the investments into the broadband services
segment totaled 108 million EEK (2nd quarter 2098: million EEK). The majority of the investments
continue to be made to improve the quality of smwi(for instance, the acquisition of NGN serviceters
and the expansion of the IP core network) as veetha improvement of permanent Internet connectorms
DigiTV accessibility (implementation of GPON teclogy, acquisition of xXDSL equipment). In the sedon
quarter of 2008, the IT services segment investedllbn EEK into fixed assets (2nd quarter 2007niflion
EEK). The investments in the second quarter of yesir included the purchase of the AS MicroLink
trademarks that were acquired in the course ofrtbeger of the parent company AS MicroLink and Elion
Enterprises that occurred within the framework EBstekom Group’s structural changes.

An important event for MicroLink Eesti during thec®nd quarter was moving to the Ulemiste Technology
Campus on June $0Almost 300 square meters of space in the newdimgjlwill be the location of a
demonstration center for information technologyt feainique in Estonia, where Estonian enterprasewell
foreign visitors will have the opportunity to seahinformation technology solutions work in praetic

In the first six months of this year, the Eesti ékaim Group cash flow into financial activities was
1,450 million EEK, of which 1,449 million EEK wased to pay dividends (in the first six months 0020
these amounts were 1,311 million EEK and 1,31lianiEEK respectively).
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Ownership structure of AS Eesti Telekom

During the second quarter of 2008, there were guifsiant changes in the structure of the AS Eeslekom
shareholders. The AS Eesti Telekom majority shddemoTeliaSonera AB (through Baltic Tele AB)
continues to own 60.12% of the company’s shares.

As of the end of the second quarter, the ratioreélf traded shares converted to GDRs was 12.71%. O
these, 18.93% were converted into GDRs traded®hdhdon Stock Exchange.

As of 3 July 2008, the 10 largest shareholdersSne&sti Telekom were:

Number of securities Participation

TeliaSonera AB 82,936,299 60.12%
Republic of Estonia 33,346,464 24.17%
Estonian Development Fund 4,138,636 3.00%
Deutsche Bank Trust Company (GDR accounts) 3,379,43 2.41%
Ing Luxembourg S. A. 1,818,330 1.32%
Danske Bank clients 1,370,739 0.99%
Skandinaviska Enskilda Banken AB clients 1,329,850 0.96%
Bank Austria Creditanstalt AG clients 910,626 0.66%
Clearstream Banking Luxembourg clients 580,336 .42
Mellon Treaty Omnibus 392,152 0.28%

Shareholders’ general meeting

The regular general meeting of AS Eesti Telekonk fglace on 22 May 2008. The general meeting apjgrove
the 2007 annual report and the proposal for theiloligion of dividends. The AS Eesti Telekom shaldbrs
were paid dividends of 10.50 EEK per share or al tot 1,449 million EEK for the last financial yedrhe
dividends were paid out on 17 June 2008 basedelisthof shareholders, which was fixed as of 6eJaB08

at 23:59. Accumulated earnings of 981 million E®&re not distributed.

The option to repurchase AS Eesti Telekom sharasewiend for another five year, i.e. until 22 M&1.2.

The general meeting recalled the current SuperyiBoard of AS Eesti Telekom and elected the folluyvi
members for the new Supervisory Board: Anders Gyldars Gunnar Klasson, Jorgen Latte, Tarmo
Porgand, Juri Raatma, Mats Salomonsson and Aate The members of the Supervisory Board may be
paid 11,000 EEK per month for their services amddairman may be paid 20,000 EEK per month.

The general meeting chose AS PricewaterhouseCod@egyscode 10142876) as the Eesti Telekom auditor
for the 2008 financial year. The execution of theidng services and payment for services will odoased
on a contract to be concluded with the auditing gany.

Shareholders’ extraordinary general meeting

An extraordinary general meeting of the AS Eestekem shareholders took place on 26 June 2008. The
general meeting recalled Anders Gylder, a currezinber of the AS Eesti Telekom Supervisory Board, an
elected Bjorn Lindegren as a new member of the iSiguey Board.

10
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Changes in the structure of the Eesti Telekom Group
On 1 June 2008, OU Viru Net merged with Elion Epiises. Viru Net has been an Elion subsidiary sthee

end of 2004. The purpose of the given change wasd#velopment and broader provision of Internet
services.

Definitions

Net debt— Long- and short-term interest-bearing borrowjngss cash and cash equivalents and short-term
investments

ROA —Net profit for the last four quarters divided by thverage total assets for the same period

ROE — Pre-tax profit for last four quarters divided Ine taverage equity for the same period

11
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CONSOLIDATED QUARTERLY DATA

In million of Estonian kroons (EEK)

Q207 Q307 Q407 Q108 Q208

Sales 1,582 1,612 B7C 1484 1,567
OPEX (994) (992) (1004, (913,  (960)
Other revenue/expenses, net 2 7 11 5 7
EBITDA 590 627 57€ 57€ 613
Depreciation and amortisation (123) (124) (132 (140,  (145)
EBIT 468 504 444 43€ 468
Income / expenses from associates (2) (1) (1) (2) (1)
Other net financing items 14 6 12 17 20
Profit before tax 479 509 45¢E 452 487
Income tax on dividends (371) - - - (386)
Net profit for the perio 108 509 45k 457 101
Minority interest 1 2 2 1 -
EBITDA margin, % 37.31% 38.91% 36.72% 38.83% 39.13%
EBIT margin, % 29.55% 31.24% 28.26% 29.37% 29.87%
Net marin, % 6.8% 31.55% 29.0% 30.4% 6.5%
Total assets 4,392 4,508 5,02% 5,342 4,515
- Non-current assets 2,453 2,536  2,75( 2,72¢ 2,756
- Current assets 1,939 1,972 2,27¢ 2,61¢ 1,759
- Cash and cash equivalents and short-
term investments 785 780 1,091 1,411 489
Equity and liabilities 4,392 4,508 5,02: 534z 4,515
- Equity 3,351 3,860 4,31« 4,76¢ 3,412
- Provisions 31 31 33 31 28
- Non-current liabilities 7 2 1 1 2
- Interest-bearing borrowings 2 2 1 1 -
- Current liabilities 1,003 616 674 54 1,074
- Interest-bearing borrowings 2 2 3 3 2

12
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I QUARTER CONSOLIDATED INCOME STATEMENT
In thousand of Estonian kroons (EEK)
Notes Il Quarter Il Quarter
200¢ 2007
Net sale 2.1(a) 1,566,0¢ 1,582417
Cost of production 2.1(a) (881,242) (8WBL
Gross profit 68546€ 71233¢€
Sales, administrative, and research & development
expenses 2.1(a) (224,265) (24647
Other operating revenues 2.1(a) 008, 3137
Other operating expenses 2.1(a) (1,267) (276
Operating profit 467934 46755C
Finance income 20627 13922
Finance costs (588 (218
Finance income, net 2.1(a) 2003¢ 1370t
Net income / (expenses) from associated companies 2.1(a) (800 (2012
Profit before tax 48717: 47924:
Income tax on dividends (385,721) (880,
Net profit for the period 2.1(a) 101452 10834¢
Attributable to:
Equity holders of the parent 2.1(a) BIE, 106862
Minority interest 2.1(a) 137 1482
101452 10834¢€
Earnings per share for profit attributable to the
equity holders of the parent during the reporting
period (expressed in EEK) 7 (e)
Basic earnings per share 073 077
Diluted earnings per share 73. 077
EBITDA 2.1(a) 613,08 59044¢
Depreciation, amortization and write-downs 2.1(a) (145,144) (12396
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| HALF YEAR CONSOLIDATED INCOME STATEMENT

In thousand of Estonian kroons (EEK)

Notes | HY 2008 | HY 2007 2007
Net sale 2.1(b), 2.3 3,0588¢ 3,07893¢ 6,26100Z
Cost of production 2.1(b) (1,7¥B7, (1,721262,  (3,542791
Gross profit 1,33915Z 1,35767% 2,71811
Sales, administrative, and research &
development expenses 2.1(b) (248, (469611 (900011,
Other operating revenues 2.1(b) 284, 6264 28114
Other operating expenses 2.1(b) (2821, (2332 (6336
Operating profit 90436¢ 891994 1,8397¢
Finance income e 2957¢ 4862¢€
Finance costs (1172 (768 (2342
Finance income, net 2.1(b) 3720¢ 2830¢ 46,28¢
Net income / (expenses) from associated
companies 2.1(b) (2480, (1809 (3817
Profit before tax 93909t 91899¢ 1,88244t
Income tax on dividends (3831 (370897, (370,897
Net profit for the period 2.1(b) 553374 548)9¢ 1,511,54
Attributable to:
Equity holders of the parent 2.1(b) OF, 544932 1,50509¢
Minority interest 2.1(b) 40€ 3164 645(C
553374 548)9¢€ 1,51154¢
Earnings per share for profit attributable to
the equity holders of the parent during the
reporting period (expressed in EEK) 7 (e)
Basic earnings per share 004. D5 101
Diluted earnings per share 400 P5 1m™1
EBITDA 2.1(b) 1,18%43C 1,13252¢ 2,33626C
Depreciation, amortization and write-downs 2.11), (289)61) (240534, (496,28)
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF YEAR 2008
INTERIM REPORT
CONSOLIDATED BALANCE SHEET
In thousand of Estonian kroons (EEK)

Notes 30 June 31 Decembe 30June

200¢ 2007 2000

ASSETS
Non-current assets
Property, plant and equipment 3 2,432,08. 2,405114 2,118,02!
Intangible fixed assets 3 206,87 216)11 199,68!
Investments in associates 22,5 10,94: 132z 15,43¢
Other financial fixed assets 106,04: 1159)5¢ 119,47!
Total non-current assets 2.2 2,755,94. 2,749%0¢€ 2,452,62.
Current assets
Assets classified as held-for-sale - 1732 2,23t
Inventories 6 170,82( 187/7: 161,46
Trade and other receivables 1,099,76 99203¢ 990,36!
Short-term investments 69404( 123,39:
Cash and cash equivalents 488,85( 39677¢ ®1,72:
Total current assets 2.2 1,759,43 2,276z 1,939,17!
TOTAL ASSETS 2.2 4,515,37! 5,02266¢ 4,391,80:
EQUITY AND LIABILITIES
Capital and reserves attributable to equity
holders of the paren 7
Share capital 1,379,54! 1,37%4E 1,379,54!
Share premium 356,01t 35@)1¢ 356,01
Statutory legal reserve 137,95! 1375t 137,95!
Retained earnings 980,83t 92462 924,26:
Net profit for the perio 551,96t 1,505%)9¢ 544,93.
Total capital and reserves attributable to
equity holders of the parent 3,406,32; 4,30287¢ 3,342,71.
Minority interest 22,7 5,357 1148( 8,19/
Total equity 3,411,67' 4,31435¢ 3,350,90
Non-current liabilities
Interest bearing loans and borrowings 8 67 134z 2,18:
Retirement benefit obligations 9 2,69¢ R3¢ 3,73t
Provisions 10 21,20: 20673 20,27«
Non-interest bearing liabilities 1,92( - 5,14¢
Total non-current liabilities 2.2 25,88« 2525¢E 31,34(
Current liabilities
Trade and other payables 1,071,66 6700M8¢ 1,000,241
Interest bearing loans and borrowings 8 2,44 Z[7e 2,45¢
Retirement benefit obligations 9 1,001 2814 4,68¢
Provisions 10 2,70( W73 2,17(
Total current liabilities 2.2 1,077,81 683054 1,009,55!
Total liabilities 1,103,69 70830¢ 1,040,89
TOTAL EQUITY AND LIABILITIES 2.2 4,515,37! 5,02266€ 4,391,80:
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF  YEAR 2008
INTERIM REPORT
CONSOLIDATED CASH FLOW STATEMENT
In thousand of Estonian kroons (EEK)
Notes | HY 2008 I HY 2007
Operating activities
Net profit for the perio 553374 548)9¢€
Adjustments for:
Depreciation, amortisation and impairment of fixeed
intangible assets 3 289)61 240,34
(Profit) / loss from sales and discards of fixeseds (6957 (9,552)
Net (income) / expenses from associated companies 28( 180¢
Provisions (5667 (5,113)
Financial items (55909 (47,036)
Income tax on dividends 385172 370824
Miscellaneous non-cash items 9C (2,472)
Cash flow before change in working capital 158,198 1,09709C
Change in current receivables (99289 (102,431)
Change in inventories RBTE (18,812)
Change in current liabilities 7,18 (23,257)
Change in working capital (82,231 (144,500)
Cash flow after changes in working capital 106962 95259(
Interest received 6%4¢ 5892
Interest paid (472 (732)
Cash flow from operating activities 2.2 1,143]1 3¢ 1,01045C
Investing activities
Intangible and tangible fixed assets acquired 22,3 (302847, (301,456)
Intangible and tangible fixed assets divested 8691 11924
Net change in intere-receivables short maturities e, 968924
Net cash changes of other l-term receivables (=R9 (13,464)
Cash flow from investing activities 2.2 39858¢ 66592¢
Cash flow before financing activities 1,54172¢F 1,67637¢
Financing activities
Proceeds from non-convertible debts 8 - 196
Repayment of finance lease liabilities 8 (1,315 (899)
Dividends paid 7(d) (1,448%23 (1,310,568)
Cash flow used in financing activities 2.2 (1,449838 (1,311,271)
Cash flow for the year 29 91887 365107
Cash and cash equivalents at beginning of year 2.2 39677¢ 32440t
Cash flow for the year 2.2 9R87 365,10
Effect of foreign exchange rate changes 2.2 18t 25
Cash and cash equivalents at end of period 2.2 48885( 689537
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF  YEAR 2008 INTERIM REPORT

EestiTelekom

STATEMENT OF CHANGES IN OWNERS’ EQUITY
In thousand of Estonian kroons (EEK)

: . Minority Total
Attributable to equity holders of the Company interest equity
Issuec Share Statutory Retainec Net profit for Total
capital premium legal reserve earnings the period
31 December 2006 1,334t 35601¢ 137,95 925,388 1,309,44. 4,108,349 5,030 4,113,379
Net profit for the 206
transferred to retained earnings - - - 1,309,44.  (1,1309,4483 - - -
Dividends paid (Note 7 d) (1,310,568 - (1,310,568 - (1,310,568
Net profit for the perio - - - - 544,93. 544,93. 3,16¢ 548,09t
30 June 2007 1,379,54 35601¢ 137,95! 924,26 544,93 3,342,71. 8,19 3,350,90
31 December 2007 1,334t 35601¢ 13795E 92426 1,508)9¢ 4,3087¢ 1148C 4,31435¢
Net profit for tte 2007
transferred to retained earnings - - - 1,50509¢ (1,505098; - - -
Dividends paid (Note 7 d) - - - (1,448,523 - (1,448,523 (7,531) (1,456,054
Net profit for the perio - - - - 55196€ 55196¢€ 140¢ 55374
30 June 2008 1,3794¢ 35601¢ 13795¢ 980,83 55196¢€ 3,406322 5357 3,41167¢
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED II QUARTER AND | HALF  YEAR 2008
INTERIM REPORT

NOTES TO FINANCIAL STATEMENTS

1. Accounting policies and measurement basis used imgparation of interim financial
statements

The consolidated interim financial statements fog second quarter and the first half year periodingn
30 June 2008 are prepared in accordance with teenltional Financial Accounting Standards, as tetbpy
the European Union, includes IAS 34. In all malergspects, the same accounting principles have bee
followed as in the preparation of financial statetador 2007.

The functional currency of AS Eesti Telekom is B&io kroon (EEK). The financial statements are gmésd
in thousand of Estonian kroons (EEK), unless ingidatherwise.

The financial statements are prepared on the fgatarost basis except for certain financial instemts that are
stated at their fair value.

These financial statements are not audited.

This consolidated statement is signed by the manageboard for public disclosure on 17 July 2008.

2. Segment information

Four major segments, mobile telecommunication, disaad, managed IT-services and other activities, ar
distinguished in the consolidated financial statetsie

Mobile telecommunications— this segment operates mobile networks and sgstemd deals with the
producing, marketing, and selling of services anddy related thereto. The companies belonging i® th
business segment are AS EMT, EMT Esindused AS, ASBils Wholesale and Serenda Investment OU.

Broadband— this segment operates the national telecommiimisanetwork, with providing broadband and
data communications services and related valueeaseerices as well as provision of production, retrg
and sales related services and goods. The compaeli@sging to this business segment are Elion Brisers
AS, AS Elion Esindus, AS EsData and up to 31 Ma@&®Wiru Net OU. From the*1Lof July Viru Net OU
merged with Elion Enterprises AS.

Managed IT-services- this segment operates IT services: system iatiegr and infrastructure solutions;
software development; ERP and business solutiats; c@ommunications and networking; central systans
data centre solutions; systems management and enaimte; end-user PC services and support; full IT
outsourcing, with providing IT services and relatedue-added-services as well as provision of prtdn,
marketing and sales related services and goods. cbnepany belonging to this business segment is
AS MicroLink Eesti. Also AS MicroLink belonged up 80 June 2007 to this business segment. Fronttbé 1
July 2007 AS MicroLink merged with Elion EnterprisasS.

Other activities— this segment covers the activities of the patentpany AS Eesti Telekom.

Segment turnover represent inter-company incomeeaxpénses of the four above-mentioned segments. The
inter-company turnovers between the companies belgrio the same segment are eliminated in thigrtep

Inter-company transactions were conducted on as-&ngth basis.

All assets of AS Eesti Telekom Group are locateHstonia.
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT
NOTES TO FINANCIAL STATEMENTS

2.1

a) Il Quarter income statement

In thousand of Estonian kroons (EEK)

Primary reporting format — business segments

Mobile
telecommunications

Broadband services Managed IT-services

Other activities

Eliminations Consolidated

Il Quarter Il Quarter Il Quarter

Il Quarter Il Quarter

Il Quarter Il Quarter Il Quarter

Il Quarter Il Quarter Il Quarter Il Quarter

200¢ 2005 200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2001 200¢ 2007

External net sales 78942C 866374 71345C 66339€ 6383¢ 52647 - - - - 1,56670¢ 1,582417
Inter-segment net sales 148852 134622 9093€ 70552 23167 2262¢ 377:¢ 29t (266729, (228099 - -
Total net sales 93827% 1,000997 80438¢ 73394¢ 8700¢ 7527¢ 3778 29t (266729, (228099, 1,566,708 1,582417
Cost of production (478,345)  (543,631) (365,034) (29039 (38802 (35411 - - 93¢ - (881,242) (870081
Inter-segment cost of production (82,871)  (62,281) (156,826) (14827, (5392 (5447 - - 208¢ 21645¢ - -
Gross profit 377057 39508¢ 28252¢€ 294182 42811 3441¢ 3778 29% (20701 (11644 68546€ 71233€
Sales, administrative and researc
development (73,700) (70,423) (100,565) (212902, (40413, (37061, (8277, (7951, (1310; (1310,  (224,265) (246647,
Inter-segment sales, administrative
and research & development (7,153) (4,293) (12,921) (843 (1445, (900) (124 (109, 2164z 1164& - -
Other operating revenues 388t 237¢€ 397¢ 79 137 431 - 251 - - 800C 3137
Inter-segment other operating
revenues - - - - 3 1 - - 3) 1) - -
Other operating expenses (1,349) (1,218) 10E (12) (16) (33) ()] (13) - - (1,267) (1276
Operating profit / (loss) 29874C 321527 173123 158004 1077 (3144, (4635, (7527, (371) (310, 467934 46755(
Other finance income, net 10472 4957 3074 (751) (328) 65,7 682C 584z - - 2003¢ 1370t
Income / (expenses) from
subsidiaries and associated (197) (1,053) (603) (959) - - 1,32000C  1,31500C  (1,320000° (1,315000' (800) (2012
Profit before taxation 30901€ 325431 175594 156294 74¢ 512 1,32218%  1,31331%  (1,320371 (1,316310 4871732 47924:
Income tax on dividends (222,059) (249,615) (132,911) (12282 - - (30751 - - (385,721) (370897
Net profit / (loss) for the period 86957 7581€ 42682 35012 74¢ 51 1,291434 1,31331f (1,320371 (1,316310 101452 10834¢
Attributable to:

Equity holders of the parent 8682C 74332 42,83 35012 74¢ 512 1,291434 1,31331% (1,320371, (1,316310 10131¢ 106862

Minority interest 137 1482 - - - - - - - - 137 1482

86957 7581¢€ 42682 35012 74¢ 51 1,291434 1,31331f (1,320371 (1,316310 101452 10834¢

EBITDA 364731  37606¢ 245934 219362 7041 2537 (4628, (7518, - - 61307€ 59044¢€
Depreciation, amortization and
write-downs (65,991)  (54,538) (72,811) (6358! (5964 (5681 (7) 9) (371) (1310 (145,144) (122896

19



AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT

NOTES TO THE FINANCIAL STATEMENTS

EestiTelekom

b) | Half Year income statement

In thousand of Estonian kroons (EEK)

MOb”e. : Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
| HY I HY I HY I HY I HY I HY I HY I HY I HY I HY | HY I HY
2008 2007 200¢ 2001 200¢ 2007 200¢ 2007 2008 2007 200¢ 2007
External net sales 1,526,05¢ 1,635,751 1,40529z 1,30818= 11953¢€ 13499t - - - - 3,05088¢ 3,07893t
Inter-segment net sales 286,43 228,20! 162904 123204 46601 4815€ 832% 29t (504267 (399,860) - -
Total net sales 1,812,491 1,863,96: 1,56819¢ 1,43138¢ 16613¢ 183151 832t 29t (504267, (399,860) 3,05088¢  3,07893%
Cost of production (942,810 (1,020,454 (697188 (595953 (73,616) (104855 - - 18717 - (1,711737, (1,721262,
Inter-segment cost of production (150,201 (111,928 (301993, (258527 (10,663) (853 - - 462857 38010¢€ - -
Gross profit 719,48! 731,58: 56901% 57690¢€ 8186C 68643 832% 29t (39533 (19,752) 1,33915z  1,35767%
Sales, administrative and researc
development (146,364 (127,834 (200790, (253163 (80,510) (7327, (15,964) (12,568) (2619, (2,619) (446247, (469611
Inter-segment sales, administrative
and research & development (12,403 (6,643 (25813 (11172 (2,974) (Z35) (224, (203) 41414 19752 - -
Other operating revenues 6,87t 5,282 695¢ 127 452 602 - 251 - - 1428t 6264
Inter-segment other operating
revenues - - - - 4 1 - - 4) @) - -
Other operating expenses (2,691 (2,201 (81) (74) (20) 142 (29) (15) - - (2821 (2332
Operating profit / (loss) 564,90: 600,18t  34928¢ 312624 (1,188) (®57, (7,892) (12,240) (742) (2,619) 90436¢ 891994
Other finance income, net 17,89¢ 12,31: 5001 (2054 (651) §2C 1496C 11831 - - 3720¢€ 2830€
Income / (expenses) from
subsidiaries and associated (1,081 (82) (1399 (997) - -1,32000C  1,31500C  (1,320000° (1,315,000) (2480 (1809
Profit before taxation 581,71 611685 352 89:. 30957< (1,839) 765 1,32706€  1,314591 (1,320742 (1,317,619) 93909¢ 918993
Income tax on dividends (222,059 (249615 (132911 (121282 - (30,751) - - - (385721 (370897
Net profit / (loss) for the period 359,65t 36207C  21998C 188291 (1,839) 765 1,296317  1,314591  (1,320742 (1,317,619) 553374 54809€
Attributable to:
Equity holders of the parent 358,25( 358906  21998C 188291 (1,839) 765 1,296317 1,314591 (1,320742) (1,317,619)  55196¢€ 54493
Minority interest 1,40¢ 3164 - - - - - - - - 1,48 3164
359,65¢ 36207C 21998C 188291 (1,839) 765 1,296317 1,314591 (1,320742 (1,317,619) 553374 54809¢€
EBITDA 693,77. 70586¢ 49259: 43439¢ 10942 447¢ (7,878) (12,219) - - 1,18%43C 1,13252¢
Depreciation, amortization and
write-downs (128,870 (105683, (143304, (121775 (12,131) (1836 (14) (21) (742) (2,619) (285061 (240534
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT
NOTES TO THE FINANCIAL STATEMENTS

2.2

In thousand of Estonian kroons (EEK)

Other information by business segments

MOb'Ie. . Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
30June  30June 30June 30June 30June 30June 30June 30June 30June 30June 30Juneg 30 June

11Q 2008 11Q 2007 11Q 2008 I1Q 2007 11Q 2008 I1Q 2007 11Q 2008 11Q 2007 11Q 2008 I1Q 2007 11Q 2008 Il Q2007
Nor-current assets (except
investments in subsidiaries &
associates) 9%BR7 90371& 1,64796¢€ 1,420807 4902E 42822 162 20C 55451 69641 2,745002 2,43718t
Investments in subsidiaries
and associates 36¢ 840¢ 457¢ 46647¢€ - - 1,4288: 1,31738= (1,428383, (1,776,828) 1042 1543€
Current assets 96G=E 842414 898901 64201¢ 6556¢ 437744 409434 635131 (519998 (618,129) 1,75931 1,93917¢
Total assets 1,90291 1,754534 2,55144C 2,529304 114594 48056€ 1,83798C 1,952714 (1,892930, (2,325,316) 4,5187¢ 4,39180z
Equity attributable to equity
shareholders of the parent 1,BVE  1,03304¢ 1,77170¢ 1,69297¢ 28862 40181¢€ 1,775801 1,92206= (1,311125, (1,707,189) 3,4082z 3,34271¢
Minority interest 857 8194 - - - - - - - 857 8194
Nor-current liabilities 233t 3032C 197¢C 384 57¢ 63€ - - - - 2884 3134C
Current liabilities 73524 682972 777761 83594E 8515% 78114 6217¢ 30651 (581805 (618,127) 1,07812 1,00955E
Total shareholders' equity
and liabilities 1,904291 1,754534 2,55144C 2,529304 114594 48056€ 1,83798C 1,952714 (1,892930; (2,325,316) 4,5187¢ 4,391802
Net cash from/ (used it
operating activities 72821 669804 381452 314192 (611) (504) 1,355/ 1,34195¢ (1,320000, (1,315,000) 1,1433€ 1,01045C
Net cash from/ (used it
investing activities (12898 (127,582) (15234, (176145, (9903, 731 74785(C 75187C (53826, 217054 39858¢ 66592¢
Net cash from/ (used it
financing activities (83657, (889,731) (54433, (236093, 8p4¢ 27178 (1,448523 (1,310568; 1,37382¢€ 1,09794€ (1,449838, (1,311271;
Exchange rate differences in
cash and cash equivalents - - 16¢ ) - - 1€ 28 - - 18E 25
Net increase/ (decrease) in
cash and cash equivalents (24B4 (347,509) (31946 (98049 (1865, 27402 655317 78328¢ - - 9972 365132
CAPEX 12840z 127684 16448: 162174 9942 1159¢ 1¢ - - - 30847 30145¢€
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT
NOTES TO THE FINANCIAL STATEMENTS

2.3 Secondary reporting format - geographic segments

In thousand of Estonian kroons (EEK)

The Group operates in one geographical segmerniastonly. All Groups’ customers are located inoBg@. Revenues from abroad are related to roaming
revenues.

MOb”e. . Broadband services Managed IT-services Consolidated
telecommunications
I HY 2008 I HY 2007 I HY 2008 I HY 2007 I HY 2008 I HY 2007 I HY 2008 I HY 2007
Revenue
from
customers in
Estonia 1,476,032 96.7% 1,571,330 96.1% 1,260,597 89.7% 1,187,657 90.8% 118,702 99.3% 132,269 98.0% 2,855,331 93.6% 2,891,256 93.9%
Revenue
from
customers
outside
Estonia 50,027 3.3% 64,428  3.9% 144,695 10.3% 120,525  9.2% 836  0.7% 2,726 2.0% 195,558  6.4% 187,679  6.1%
Total
revenue 1,526,059  100% 1,635,758  100% 1,405,292  100% 1,308,182  100% 119,538 100% 134,995 100% 3,050,889  100% 3,078,935  100%
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EestiTelekom
YEAR 2008

3. Tangible and intangible assets
In thousand of Estonian kroons (EEK)

Tangible asset

Intangible assets

At 31December 2006

Cost 8,859,076 403,974
Accumulated depreciation (6,814,481) (189,928)
Net book value 2,044,595 214,046
Changes in the | Half Year 2007

Opening net book amount 2,044,595 214,046
Additions 298,679 2,777
Reclassification (1,590) 1,590
Reclassification to assets classifies as held-dte-s (1,464) -

Disposals (389) -

Depreciation charge (221,806) (18,728)
Closing net book amount 2,118,025 199,685
At 30 June 2007

Cost 9,083,356 408,541
Accumulated depreciation (6,965,331) (208,856)
Net book value 2,118,025 199,685
At 31 December 2007

Cost 9,364,755 427,159
Accumulated depreciation (6,959,641) (211,148)
Net book value 2,405,114 216,011
Changes in the | Half Year 2008

Opening net book amount 2,405,114 216,011
Additions 296,291 6,556
Reclassification (7,239) 7,239
Reclassification to assets classifies as held-dte-s 1,746 -

Disposals (1,695) Q)

Depreciation charge (262,133) (22,928)
Closing net book amount 2,432,084 206,877
At 30 June 2008

Cost 9,606,517 435,128
Accumulated depreciation (7,174,433) (228,251)
Net book value 2,432,084 206,877
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4. Investments in subsidiaries

Country Ownership interest  Principal activity Owner
of incorporatiot

30 June 31 December
2008 2007
Elion Enterprises AS Estonia 100% 100% Network services fo AS Eesti Telekom
operators, data
communication and Interr
products, voice
communication solutions
and Internet content
services for business and
residential customers

AS Elion Esindus Estonia 100% 100% Retail sales of Elion Enterprises
telecommunication AS
products and services

AS EsData Estonia 100% 100% Operating and developmeElion Enterprises
of data communication, AS
Internet and cable
networks, and providing
related services; sale,
installation and
maintenance of equipment
related with this activities

Viru Net oUY Estonia - 100% Internet services Elion Enterprises
AS

AS MicroLink Eesti Estonia 100% 100% IT servicegstem AS Eesti Telekom
integration and
infrastructure solutions;
software development; EF
and business solutions; d.
communications and
networking; central syster
and data centre solutions;
systems management and
maintenance; end-user PC
services and support; full
outsourcing.

AS EMT Estonia 100% 100% Construction and operafi®Eesti Telekom
of mobile networks,
providing mobile
communication services

EMT Esindused AS Estonia 100% 100% Retail sales of AS EMT

telecommunication
products and services

AS Mobile Wholesale Estonia 100% 100% Wholesalmobile AS EMT
phones
Serenda Investment OU  Estonia 51% 51% Administration of AS EMT

communication portal
based in Estonia internet

1) From the T of June 2008 Viru Net OU merged with Elion Enter@sif\S.
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5. Investments in associates

Country of Ownership interest Principal activity Owner
incorporation
30 June 31 December
2008 2007
AS Estonia 50% 50% Providing Elion Enterprises AS —
Sertifitseerimiskeskus certification and 25%
related services AS EMT - 25%
0OU Voicecom Estonia 26% 26% Designing and AS EMT

providing software
for mobile related
services

6. Inventories
In the first half year 2008, impairment for the émtories were in the total amount of 2,808 thoudaBH (in

the first half year 2007, the value of the inver@®mwas not decreased) based on the estimatedieetlthe
net realisation value below their acquisition cost.

7. Equity

a) Issued capital

30 June 200 31 December 2007

Ordinary shares issuegar value 10 EEK per share,
fully paid 137,954,528 137,954,528

The holders of ordinary shares are entitled to vecdividends as declared by the general meeting) aa@
entitled to one vote per share at general meethtie shareholders of the parent company.

b) Re-acquiring of shares

The Annual General Meeting of Shareholders, on 2% #1808, authorized AS Eesti Telekom to acquire
within five years from the adoption of this resabuat, i.e. until 22 May 2013 (the same authority jathwas
obtained from last Annual General Meeting on 22 Mag@7, terminated on 22 May 2008), AS Eesti Telekom
ordinary shares so that the total of nominal vahfeswn shares held by AS Eesti Telekom would notexc
the limit set by statutory regulations, and that finice payable per share would not exceed theshkigirice
paid for the ordinary shares of AS Eesti TelekomhlenTallinn Stock Exchange on the day of acquiring the
shares. AS Eesti Telekom has to pay for the shaoes fine company’s assets in excess of its shar¢atapi
capital reserves, and share premium. The amourttasés to be acquired each time shall be deternaned
each occasion separately by a resolution of AS Hestkom's Supervisory Council. As of 30 June 2018,
shares have been re-acquired by AS Eesti Telekom.

c) Reserves

Reserves include:
e Obligatory legal reserve required by the CommerCiatle. Subject to the approval of the general
meeting, the reserve may be used for covering camedillosses, if the latter cannot be covered with
other unrestricted equity, and for increasing slcastal.

e Share premium — the positive difference betweerighige price and nominal value of issued shares
(issue premium).
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d) Dividends

Dividends in the total amount of 1,448,523 thousBB&d (2007: 1,310,568 thousand EEK) or 10.50 EEK per
ordinary share were disbursed to the equity holdetise parent in the first half year 2008 (200.BEEK).

On 1 July 2008, minority shareholders (Serenda snv@U minority shareholders) were paid dividends
totalling 7,531 thousand EEK (minority shareholdeesewnot paid dividends in 2007).

e) Earnings per share

Basic earning per share is calculated by dividimg profit of the year attributable to equity hoklef the
parent company by the weighted average numberdafany shares outstanding during the year.

Diluted earning per share is calculated based ofit @r loss attributable to the ordinary equitylders of the
parent company, and the weighted average numbeharfes outstanding, adjusted for the effects of all
dilutive potential ordinary shares. As the Grou mmt issued any potential ordinary shares, thatedll
earnings per share equals to the basic earningshpes.

The following data has been used in the ascertaihofdrasic and diluted earnings per share:

200¢ 2007
Il Quarter
Net profit attributable to equity holders of ther@many (EEK 101,315,000 106,863,000
The average number of ordinary shares 137,954,528 ,998 528
EPS(in EEK) 0.73 0.77
| Half Year
Net profit attributable to equity llders of the Company (EEK) 551,966,000 544,932,000
The average number of ordinary shares 137,954,528 ,988528
EPS(in EEK) 4.00 3.95

f) Share information

AS Eesti Telekom shares are quoted in the main figteeNASDAQ OMX Tallinn Stock Exchange and in
the main list of GDR-s on the London Stock Exchariggch GDR (Global Depositary Receipt) represents
three ordinary shares.

The information about the price of an AS Eesti Telekwdinary share on the NASDAQ OMX Tallinn Stock
Exchange is following (EEK):

| HY 2008 2007 | HY 2007
Ordinary share highest price 125.02 168.51 168.51
Ordinary share lowest price 108.43 102.80 121.26
Ordinary share average price 115.82 127.69 131.58
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8. Borrowings

In thousand of Estonian kroons (EEK)

30 June 200 31 December 2007

Non-current 67 1,343
Current 2,444 2,778
2,511 4,121

The movements in the borrowings can be analyzedllasvt:

Opening balance 31 December 2007 4,121
Repayments of borrowings (1,315)
Other movements (295)

Closing balance 30 June 2008 2,511

9. Retirement benefit obligations
In thousand of Estonian kroons (EEK)

30 June200¢ 31 December 2007

Non-current portion of retirement benefit obligations 2,69¢ 3,239
Current portion of retirement benefit obligations 1,001 4,814
Total retirement benefit obligations 3,69 8,053
At 31 December 2007 8,05:
Benefits paid in the reporting period (4,460
Additional provisions 62
Interest accrued 42
AT 30 June 2008 3,691

10. Provisions

In thousand of Estonian kroons (EEK)

Site Terminatior Compensatic Guarante Othel Total
restoratim  benefit: of the toleranc proyisior proyisjon:

expens  provisior _oftechnlca
infrastructur

il provisior
Non-current portion of provisions 20,622 - - 579 - 21,201
Current portion of provisions - - 1,980 217 503 2,700
Total provisions 20,622 - 1,980 796 503 23,901
At 31 December 2007 20,094 1,957 1,980 808 307 25,146
Additional provisions in the reporting
period 528 - - 33 429 990
Used provisions during the reporting
period - (1,957) - (45) (233) (2,235)
At 30 June 2008 20,622 - 1,980 796 503 23,901
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11.Related party transactions

Transactions with related parties are transactidtis agsociates, shareholders, key management, mgmbe
the Supervisory Council, their relatives and thepanies in which they hold majority interest.

a) Name and relationship of related party

Name Relationship with AS Eesti Telekono@r

1. Key management, Supervisory Council and their ikedat

2. List of associates is shown in Note 5

3. Enterprises of TeliaSonera AB Group Parent compsimgreholder
4. State Government (State Chancellery and ministries) Shareholder

5.

Companies where Supervisory Council members
of the Group have significant influence

b) Key managements’ and Supervisory Councils’ remunerfiéon

The remunerations of key management and Supervidauycil during the first half year 2008 and 2007 ave
as follows (in thousand of Estonian kroons (EEK)):

| HY 2008 | HY 2007
Salaries and other short-term employee benefits 7980, 35,466
Termination benefits 658 942
Other 152 244
31,600 36,652
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¢) Trading transactions
No impairment has been made in the first half yg&008 and 2007 for the receivables from relatzdigs.

During the first half year 2008 and 2007, group pamies entered into the following transactions wétlated
parties (in thousand of Estonian kroons (EEK)):

IHY, I HY,
30 June 200 30 June 2007
Telecommunication services provided
Associated companies 1,972 3,136
TeliaSonera AB 66,516 70,495
State Government (State Chancellery and ministries) 15,500 10,102
Companies where Supervisory Council members ottoeip
have significant influence 590 259
84,578 83,992
Other sales
Associated companies 86 28
State Government (State Chancellery and ministries) 2,208 3,295
Companies where Supervisory Council members oGttoeip
have significant influence 308 15
2,602 3,338
Telecommunication services purchased
Associated companies 184 160
TeliaSonera AB 69,643 90,594
69,827 90,754
Other services purchased
Associated companies 30 78
State Government (State Chancellery and ministries) 18,229 6,607
Companies where Supervisory Council members oGttoeip
have significant influence 840 440
19,099 7,125
Financial income
State Government (State Chancellery and ministries) 12 10
Amount owed by related parti
Associated companies 349 196
TeliaSonera AB 23,767 25,703
State Government (State Chancellery and ministries) 5,734 2,285
Companies where Supervisory Council members ottoeip
have significant influence 86 51
29,936 28,235
Amount owed to related parti
Associated companies 5 2
TeliaSonera AB 22,084 28,419
State Government (State Chancellery and ministries) 244 17
Companies where Supervisory Council members oGttoeip
have significant influence 297 74
Key management and Supervisory Council 10,263 14,413
32,893 42,925
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12. Contingencies

In thousand of Estonian kroons (EEK)

30 June 200. 31 December 2007

Key management termination benefits

25,830 19,660

Relations with the regulator

Pursuant to the decision of the Communications @aated 21 March 2006, the fee for voice call
termination on mobile networks (interconnection) felr AS EMT, Elisa Eesti AS and Tele2 Eesti
AS for the period from 1 July 2006 to 30 June 20@5 fixed at 2.05 EEK per minute and, pursuant
to the decisions of the Communications Board d2@dune and 22 June 2007, was fixed at 1.66
EEK for the period from 1 July 2007 to 30 June 20Biice Elisa Eesti AS and Tele2 Eesti AS
disputed the decisions in court and the validityth given legislative act was suspended in the
course of initial legal protection, the intercontae fees remained at 2.50 EEK until 5 November
2007. On 5 November 2007, the ruling of the Tall@incuit Court came into force, whereby the
initial legal protection was cancelled and all threnobile operators were obligated to apply
interconnection fees of 1.66 EEK as of that date. diet disputes of Elisa Eesti AS and Tele2
with the Communications Board are continuing, ailIEBMT is participating in the dispute as a third

party.

With its resolution of 25 March 2008, the CompetitiBoard, which is the legal successor to the
Communications Board, established a fee of 1.37 E&Knpnute for the termination of voice calls
in mobile phone networks for the period 1 July 2@08June 2009.

13.Members of the Management Board and the SupervisoryCouncil of AS Eesti
Telekom

Management Board:

Valdo Kalm - Chairman of the Management Board
Leho Tamm - Member of the Management Board
Valdur Laid - Member of the Management Board
Enn Saar - Member of the Management Board

Supervisory Council:
Mats Salomonsson -
Lars Gunnar Klasson -
Jorgen Latte -
Bjorn Lindegren -
Tarmo Porgand -
Juri Raatma -
Aare Tark -

Chairman of the Supervisoryn€ibu

Member of the Supervisory Cibun
Member of the Supervisory Council
Member of the Supervisory Cdluinc
Member of the Supervisory Council
Member of the Supervisory Council
Member of the Supervisory Council
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MANAGEMENT BOARD’S CONFIRMATION OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The Management Board confirms the correctness and completeness of the consolidated financial statements of
AS Eesti Telekom Group for the second quarter and the first half year 2008 as set out on pages 3 to 31.

The Management Board confirms that:

1 the accounting principles used in preparing the financial statements are in compliance with the
International Financial Reporting Standards as adopted by the European Union;

(]

the financial statements present a true and fair of the financial position, the results of operations and
the cash flows of the Group:

3 Group companies are continuing their operations as a going concern.

|
|
{

Name Position Signature ! r

X
Valdo Kalm Chairman of the Board

Leho Tamm Member of the Board

Valdur Laid Member of the Board

Enn Saar Member of the Board

Tallinn, 17 July 2008
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