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MANAGEMENT REPORT

In the given economic situation, 2008 first quarter results for Eesti Telekom Group were
gladdening for the strong increase in EBITDA and EBIT. Despite the significant reduction in
interconnection fees between mobile operators at the end of 2007, the mobile communications
services segment was able to maintain its sales revenues compared to the same period last year.
Both mobile data revenues and number of users showed strong growth. The broadband services
segment has seen continued growth in the number of permanent Internet connections and the
users of triple packages. Several important tenders were won by the I T services segment.

Significant financial indicators

Eesti Telekom Group

Q1 2008 Q12007 Change, %

Total revenues, million EEK 1,484 1,497 -0.8
EBITDA, million EEK 576 542 6.3
Margin, % 38.8 36.2
EBIT, million EEK 436 424 2.8
Margin, % 29.4 28.4
EBT, million EEK 452 440 2.8
Net profit for the period, million EEK 452 440 2.8
EPS, EEK 3.27 3.18 2.9
CAPEX, million EEK 119 117 15
Net gearing, % -29.5 -35.6
ROA, % 31.2 29.6
ROE, % 43.0 44.0

Mobile communications segment

Q1 2008 Q1 2007 Change, %

Total revenues. million EEK 874 863 1.3
EBITDA, million EEK 329 330 -0.2
Margin, % 37.6 38.2
EBIT, million EEK 266 279 -4.5
Margin, % 30.4 32.3
EBT, million EEK 273 286 -4.7
Net profit for the period, million EEK 273 286 -4.7
CAPEX, million EEK 57 48 17.9
ROA, % 44.5 47.7
ROE, % 75.4 78.7
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Broadband services segment

Q1 2008 Q1 2007 Change, %

Total revenues, million EEK 764 697 9.5
EBITDA, million EEK 247 215 14.7
Margin, % 32.3 30.8
EBIT, million EEK 176 155 13.9
Margin, % 23.1 22.2
EBT, million EEK 177 153 15.7
Net profit for the period, million EE 177 158 157
CAPEX, million EEK 56 64 -12.3
ROA, % 24.3 20.2
ROE, % 39.1 314

IT services segment

Q1 2008 Q1 2007 Change, %

Total revenues, million EEK 79 108 -26.6
EBITDA, million EEK 4 2 100.9
Margin, % 4.9 1.8
EBIT, million EEK -2 -3 -19.5
Margin, % -2.9 -2.6
EBT, million EEK -3 0 N/A
Net profit for the period, million EEK -3 0 N/A
CAPEX, million EEK 5 5 19.8
ROA, % 25 5.6
ROE, % 4.0 6.6

Sales revenues, operating costs, and profit

The results of the Eesti Telekom Group for thet fingarter of 2008 corresponded to the expectatidribe
management board. The sales revenues of the Gnatlne ifirst quarter of 2008 reached 1,484 millideke
(1*' quarter 2007: 1,497 million EEK), and is primasiffected by the reduction in interconnection fegesof
5" of November 2007 the state regulator fixed theraonnection fee in mobile phone networks at EG&
instead of the former 2.50 EEK).

In the mobile communications services segmenthe consolidatedurnover reached 874 million EEK,
increasing by 1% compared to the same period oif 200 quarter 2007: 863 million EEK). The modest
growth was caused by the reduction in interconoactrevenues resulting from the decrease in
interconnection prices, which was compensated emptimcipal activity side by the growth of the nunigall
minutes for calls initiated from and completedhie hetwork, the growth of mobile data communicatiand
the growth of the volume of subcontracting services

Compared to a year ago, the number of contractliahts had increased by 36 thousand, reaching
473 thousand by the first quarter of 2008, whikethe same time, the number of active users ofpprd-
cards decreased by 47 thousand to 278 thousand lgehe end of the first quarter. As opposed ® th
previous year, an aggressive client recruitmentpzagm did not take place in the first quarter od&ao find
new card users. EMT assesses its market sharetio¢ &M cards as 47%. The estimated penetration of
active cards in Estonia is 118%.

The increase in revenues was most affected bynttrease in the number of call minutes initiatedET
clients, which, in the first quarter of 2008, inesed by 3% compared to the same period in 2007.
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Pursuant to the resolution of the CommunicationarBalated 21 March 2006, the termination fee facevo
calls in the mobile phone networks (interconnecfes) for AS EMT, Elisa Eesti AS and Tele2 Eesti 88
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 22 200&, was fixed at 1.66 EEK for the period
1 July 2007 to 30 June 2008. Since Elisa Eesti AdTele2 Eesti AS disputed the decisions in cauntl in
the course of provisional legal protection, theidigt of the aforementioned administrative act was
suspended, the interconnection fees of all threbilm@perators remained at 2.50 EEK until 5 Novembe
2007. On 5 November 2007, the ruling of the Tall®incuit Court came into force, whereby the prosisil
legal protection was cancelled and all three modyilerators were obligated to apply interconnectéms of
1.66 EEK. Litigation by Elisa Eesti AS and TeleBhathe Communications Board are continuing, andTEM
is participating in the litigation 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 R&Kminute for the termination of voice calls iolile
phone networks for the period 1 July 2008 - 30 20@9, which is four cents lower than was statethin
resolution’s earlier prognosis.

The revenues received from mobile Internet continieeshow very rapid growth. In the first quartérthus
year, EMT revenues from mobile data communicatexteeded the revenues for the same period in 2007 b
more than 60%. At the same time, the transmitteéa dalumes increased tenfold. In March 2008, thalver

of EMT mobile data communications users was 16@ghnd, or 55 thousand more users than a year ago.
The increase in the popularity of mobile data comitations is caused, on the one hand, by the inttizh

of new data communications packages based on nydies in the summer of 2007, and on the other hand
by the dynamic expansion of the 3G coverage aré&hnallows the clients to use high-quality andhhig
speed data communications at conveniently conbiellarices. The rapid development, especially & th
private segment, has been accompanied by an EMTnktt startup package, which includes a free high-
speed 3.5G modem for loyal customers signing uphEMT Internet 399 package. This provides thentl
with an opportunity to use Estonia’s 3G networkhwihe largest coverage area and provides Internet
connections with speeds approaching those of Al3®condly, the number of mobile Internet users leas b
positively affected by the establishment of a pde#ing of 9 EEK per day for the use of EMT SunfPd his

has made using the Internet on their mobile phaffesdable for many customers.

A regulation applies to AS EMT, as it does to othehbile operators in the European Community, which
specifies that as of September 2007 the rate peutmifor outgoing calls made within the bordersthaf
European Community cannot exceed the maximum pstablished by the European Community. Therefore,
the revenues received from roaming clients haveedsed by 20%.

The revenues for the mobile communications servisegment from retailing and wholesaling
telecommunications merchandise increased in teBedirarter of 2008 compared to the same perio®@y 2
thanks primarily to a wider range of available namndise.

The sales revenues for the broadband services segrhéncreased by 10% compared to the same period
last year, reaching 764 million EEK *(lquarter 2007: 697 milion EEK). The greatest iase was
demonstrated by domestic interconnection servighigh increased by 73% during the year. The gromal
primarily based on the increases in call transitines from the networks of fixed network. Revenfrem
international call services increased by 27% coegbdo 2007, primarily as a result of an increas¢hin
number of calls initiated from mobile networks.

Similarly to previous quarters, the trend in broaub services, whereby clients are replacing indiafid
services with packages of integrated services,irnoed in the last quarter. Compared to last yeas, t
broadband services segment revenues from conndetigrfor integrated services grew by 35%. The rrmb
of triple package users increased by 5,100, regch#6 thousand as of 31 March (31 March 2007: 29.8
thousand). At the end of the first quarter, Eli@d63.2 thousand IP and cable TV clients (31 M&@bi:
32.4 thousand). The popularity of the triple paekdms been significantly enhanced by the offerihg o
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supplemental services. Since the introduction ef ibmote video rental service last year, the deledf
available films, TV series and programs has cotistaxpanded.

In the first quarter, the total number of Elioneclis with permanent Internet connections increaged, 400
connections, reaching 167.5 thousand by the erdasth (31 March 2007: 148 thousand). The company
assesses its market share based on clients witapent connections to be 55%. In addition to the sh
integrated solutions, the growth of permanent cotioes is based on the WiMax base stations thae wer
completed in Voru, Parnu and Rapla Counties in draatyrin the course of the Kilatee 3 continuationjemt.

Based on the significant ratio of the increasehi@ volume and revenues from integrated solutiams, t
revenues from monthly fees for call connections laternet connections fell by 10% and 14% respebtiv

In the first quarter, the call revenues of the dimnd services segment increased by 10% compartbe to
same period in 2007. As mentioned above, the groeghlted primarily from an increase in the voluafe
domestic call transit and international calls atid from mobile networks. At the same time, th# ca
revenues earned from end consumers in the lastequamtinued to decrease. Compared to the sanmdper
in 2007, the revenues earned from domestic calicees decreased by 10.5% due to a reduction in tminu
volumes.

Elion assesses its market share for call minutiéatied in the fixed network to be 81% (March 2083%).
The market share for local call minutes is 82.9M&rch 2007: 84%), 66.4 % for international call otigs
(March 2007: 65%) and 71.2% for call minutes madmobile phones (March 2007: 69%).

By the end of the first quarter, the number of Eloactive call interfaces reached 470 thousand\aich
2007: 465 thousand interfaces). The increase inirtarfaces is primarily based on the constantrgetic
activities directed at keeping existing clients finding new ones. In March, Elion started prongliPrivate
Client VolIP call services, which are based on WiNareless Internet connections. In order to usePvodll
services, clients must acquire IP-telephones @dépters to connect an ordinary phones.

As a result of the general cooling of the Estoréaonomy, the retail sales of broadband servicemsey
telecommunications and IT merchandise decreastmtifirst quarter by 4% compared to last year.

Sales revenues for the IT services segmergached 79 million EEK in the first quarter of 2008 quarter
2007: 108 million EEK). Whereas the sales reverafebe IT services segment increased by 17% and the
sales revenues for IT merchandise was 52% lesSdhdlne same period last year. The latter is chlgethe

fact that in the % quarter of 2007, MicroLink Eesti ordered and ifisththe base infrastructure solution
necessary for the Schengen information system, hwbamprised a noteworthy part of the hardware and
software sales revenues for the given period.

The greatest impact on the sales results for imfresire solutions in the first quarter of this yeas caused
by a significant reduction in announced public pirements compared to the first quarter of 2007, taed
postponement of the order of workstation computergshe Ministry of Justice into the second halftbé
year.

The most important procurements won in the firsrtgr included servers for the Health Insurancedramd
the Ministry of Defense, the disk array for theealth project, and the expansion of Eesti Energaaisting
disk array.

In the IT services segment, the growth of salegmaes took place as anticipated based on the se@a
ongoing services. The most important contracts lcoled during the first quarter included the maiatere
of Empower Eesti’s central system and workstatiomputers, the hosting of the URRAM information
system of the Ministry of Culture, and the hostafghe information system of the Estonian Privateest
Union.
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The most important keyword during the first quaiteproject business was continuation of the wanklee
e-health project. The project will be completedime of this year.

MicroLink Eesti also won two important document rageament procurements - Estonian Post and the
Tallinn City Government - the results of which Wik reflected in subsequent periods.

The operating costs of the Eesti Telekom Groupecreased by 5% in the first quarter of 2008 cosghéo
the same period in 2007, reaching 913 million EEKduarter 2007: 957 million EEK).

The operating costs in the mobile communications sgces segmentincreased by 2% compared to the
first quarter of 2007 reaching 547 million EEK'(uarter 2007: 535 million EEK). The largest inaresare
in the operating costs related to retailing and legaling, which have increased in connection wita t
growth of trade sales turnovers.

The operating costs in the broadband services segnieéncreased by 8% compared to the same period last
year, reaching 520 million EEK {iguarter 2007: 482 million EEK). More than half iherease in operating
costs resulted from the growth of direct salescbssed on increased volumes of internationalseallices

and domestic interconnection services. The secondipal growth factor that is related to operaticmsts
was personnel costs, which increased by 13.1% cadfa the previous year. At the same time, thectlir
sales costs related to domestic call servicedjel8% due to the reduction in call volumes.

The operating costs in the IT services segmedecreased in the first quarter by 29%, reachingniflon
EEK (1° quarter 2007: 106 million EEK).

The Eesti Telekom Group EBITDA in the first quarter of 2008 reached 576 millionkgEvhich is 6%
more than in the first quarter of 2007 (fjuarter 2007: 542 million EEK). EBITDA in the mtbi
communications services segment remained in tis¢ dwarter at the same level as at the same pgriod
2007. EBITDA in the broadband services segmenessed by 15% and the corresponding indicatoren th
IT services segment increased approximately twibe. Group’s EBITDA margin in the first quarter dd®
was 39%, which is slightly higher than the corresfing period in 2007.

The Group’s depreciation costreached 140 million EEK in the first quarter of 800ncreasing by 19%
compared to the same period in 2007 qiarter 2007: 118 million EEK).

In the first quarter, thEesti Telekom Groupearned aEBIT of 436 million EEK, which is 3% more than in
the first quarter of 2007 {dquarter 2007: 424 million EEK). The Groufiset) financial revenuesincreased
by 14% in the first quarter and reached 17 millEK (I quarter 2007: 15 million EEK).

In the first quarter of 2008, thgesti Telekom Group net profit was 452 million EEK (% quarter 2007:
440 million EEK). The profit per share was 3.27 E@R quarter 2007: 3.18 EEK).

Balance sheet and cash flows

As of 31 March 2008, the Eesti Telekom Group badasiveet totaled 5,342 million EEK (31 December 2007
5,023 million EEK). Compared to the beginning of trear, fixed assets have decreased by 24 milli€g, E
thereby bringing the depreciated value at the dntieofirst quarter to 2,726 million EEK. In thresonths,

the Group’s current assets have increased by 3#®miEEK, reaching 2,616 million EEK by the end of
March (31 December 2007: 2,273 million EEK). Themeiated value of cash and cash equivalents ds wel

as short-term financial investments has increased@20® million EEK, reaching 1,411 million EEK byeth
end of the period. The increase is caused by agfrositive cash flow from operations in the fijgarter.

As of 31 March 2008, the Eesti Telekom Group equiis 4,766 million EEK, which is 452 million EEK
more than at the end of 2007 (31 December 200144 3llion EEK). The increase in equity is basediost

8
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quarter profit. The Group’s long-term obligatiorfs26 million EEK remained at the same level ashaténd

of the year (31 December 2007: 25 million EEK). Bhert-term obligations decreased by 132 milliorKEE

to 551 million EEK (31 December 2007: 683 milliorE). The decrease is caused by a reduction of
indebtedness to suppliers in the mobile commuminatiand broadband services segments. The net flebt o
the Eesti Telekom Group at the end of the firstrigmavas -1,408 million EEK and the net debt toigqu
ratio was -30% (31 December 2007: -1,087 milliorKedthd -25%).

The Eesti Telekom Group three-month cash flow fiagrerations was 447 million EEK (3 months of 2007:
358 million EEK). The Group’s cash flow from invesnts was 550 million EEK (3 months of 2007:
782 million EEK). The cash flow into tangible anatangible fixed assets in the first three months wa
119 million EEK (3 months of 2007: 117 million EEKJhis year, the mobile communications services
segment has invested 57 million EEK in three mor{thsnonths of 2007: 48 million EEK). In mobile
communications, in addition to the constant develept of the GSM network, a large development fiets
the implementation of technologies supporting tsgeed data communications. In the first quartes, th
project for implementing EDGE data communicatiomsail GSM base stations was completed. Therefore,
EDGE with speeds of up to 200 kbit per second aameotly be used in all EMT GSM coverage areas.
During the three months of 2008, the investmentbénbroadband services segment reached 56 midltit

(3 months of 2007: 64 million EEK). The principaarp of the investments continued to be directed at
improving the quality of services, developing netkveesources, and improving the availability ofrpanent
Internet connections and DigiTV. At the beginnin§ March, Elion’s international network node in
Amsterdam was completed, which was created basednged to increase the reliability of connectiaith
London and Frankfurt. The establishment of the Asmtetm network node allows Elion to better distrébut
network traffic among various foreign connectiomsl @0 provide clients with increasingly rapid accés
various Internet networks. The new network nodeblsaan Elion call communications network to be
developed. Elion already had international netwmokles in London, Frankfurt, Helsinki (two), Rigavd,
Vilnius, St. Petersburg, and Moscolm. the first quarter of 2008, similarly to the saperiod of last year, the
IT services segment invested 5 million EEK primafdr the expansion of the infrastructure necesfaryhe
provision of services.

The Eesti Telekom Group cash flow from financing\aiies in the first three months was less thamillion
EEK, similarly to the first quarter of 2007.

Ownership structure of AS Eesti Telekom

In the first quarter of 2008, the majority sharelen| TeliaSonera AB (through its subsidiary Baltede AB)
increased its share in AS Eesti Telekom. TeliaSo@equired an additional 1,197,400 AS Eesti Telekom
shares, thereby increasing its participation td B%.

The increase in the participation of TeliaSoneduced the ratio of freely traded shares (shardsditanot
belong to TeliaSonera AB, the Estonian state, erQbvelopment Fund). As of the end of the firstrtpra
the ratio of freely traded shares was 12.7% oftth@ number of shares. Of these, 19.81% were atetve
into GDRs trades on the London Stock Exchange.

As of 31 March 2008, the 10 largest shareholdefsSrEesti Telekom were:

Number of securities Participation

Baltic Tele AB 82,936,299 60.12%
Ministry of Finance / State Treasury 33,346,464 24.17%
Estonian Development Fund 4,138,636 3.00%
Deutsche Bank Trust Company (GDR accounts) 3,4%2,50 2.52%

ING Luxembourg S.A. 1,818,330 1.32%
Danske Bank clients 1,367,436 0.99%
Skandinaviska Enskilda Banken AB clients 1,311,850 0.95%
Bank Austria Creditanstalt AG clients 1,028,730 0.75%
Clearstream Banking Luxembourg clients 601,149 0.44%
Skandinaviska Enskilda Banken finnish clients 352,956 0.26%
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Shareholders’ general meeting

The regular general meeting of AS Eesti Telekonmredi@ders will take place on 22 May 2008 at 12 pm i
Tallinn at Valge 16. Starting on 28 April 2008, t2@07 annual report and draft resolutions for theegal
meeting will be available on the Internet at hftpaiw.telekom.eeand at Eesti Telekom at Valge 16, Tallinn
on workdays from 10 am to 2 pm. Questions relatethé general meeting can be submitted through the
AS Eesti Telekom website, by telephone at 6 311 @t By e-mail to mailbox@telekom.ee

Dividends

The Management Board of AS Eesti Telekom will makeroposal at the shareholders’ general meeting to
distribute and pay our 1,449 million EEK or 10.50ERer share as dividends, based on the number of
dividend-paying shares, or 137,954,528 shares.

In 2007, 1,311 million EEK was distributed as desidls among the shareholders, or 9.50 EEK per share.

Definitions

Net debt— Long- and short-term interest-bearing borrowjrigss 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

10
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CONSOLIDATED QUARTERLY DATA

In million of Estonian kroons (EEK)

Q107 Q207 Q307 Q407 Q108

Sales 1,497 1,582 1,612 57C 1,484
OPEX (957) (994) (992) (1,004 (913
Other revenue/expenses, net 2 2 7 11 5
EBITDA 542 590 627 57€ 57¢€
Depreciation and amortisation (118) (123) (124) 2§13 (140
EBIT 424 468 504 444 43€
Income / expenses from associates - (2) (1) ) 1 (2
Other net financing items 15 14 6 12 17
Profit before tax 440 479 509 45k 452
Income tax on dividends - (371) - - -
Net profit for the perio 440 108 509 45k 452
Minority interest 2 1 2 2 1
EBITDA margin, % 36.22% 37.31% 38.91% BB%  38.83%
EBIT margin, % 28.36% 29.55%  31.24% 2% 2937%
Net margin, 9 29.38% 6.8% 31.55% 29.0% 30.4%
Total assets 5,175 4,392 4,508 03: 5,342
- Non-current assets 2,390 2,453 2,536 75, 2,72¢€
- Current assets 2,785 1,939 1,972 272, 2,61¢€
- Cash and cash equivalents and short-
term investments 1,627 785 780 oan, 1411
Equity and liabilities 5175 4,392 4,508 085 5,342
- Equity 4,553 3,351 3,860 314 4,76€
- Provisions 34 31 31 33 31
- Non-current liabilities 8 7 2 1 1
- Interest-bearing borrowings 3 2 2 1 1
- Current liabilities 580 1003 616 674 542
- Interest-bearing borrowings 3 2 2 3 3

11
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CONSOLIDATED INCOME STATEMENT

In thousand of Estonian kroons (EEK)

Notes | Quarter | Quarter 2007
2008 2007
Net sale 21,23 1,48481 1,49651¢ 6,26100Z
Cost of production 2.1 (831®5) (851181,  (3,542791
Gross profit 65368€ 645337 2,71811
Sales, administrative, and research &
development expenses 2.1 (232, (222964, (900011,
Other operating revenues 2.1 2886, 3127 28114
Other operating expenses 2.1 554, (1056 (6336
Operating profit 436435 424444 1,8397¢
Finance income A1 1565z 4862¢€
Finance costs 2.1 (584 (550 (2342
Finance income, net 187 1510z 46284
Net income / (expenses) from associated
companies 2.1 (%580 203 (3817
Profit before tax 451922 43975C 1,884t
Income tax on dividends - - (370897,
Net profit for the period 2.1 451922 439,75( 1,51154¢
Attributable to:
Equity holders of the parent 2.1 58], 43806¢ 1,50509¢
Minority interest 2.1 271 1681 645(
451,22 43975C 1,51154¢
Earnings per share for profit attributable to
the equity holders of the parent during the
reporting period (expressed in EEK) 7 (d)
Basic earnings per share 273. 318 101
Diluted earnings per share 273. 318 101
EBITDA 2.1 576352 542082 2,33626C
Depreciation, amortization and write-downs 2.1 (139917, (117638 (496,82)

12
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CONSOLIDATED BALANCE SHEET
In thousand of Estonian kroons (EEK)

Notes 31 March 31 Decembe 31 March
200¢ 2007 200/

ASSETS
Non-current assets
Property, plant and equipment 3 2,822, 2,405114 2,05110¢
Intangible fixed assets 3 208] 216)11 20653¢€
Investments in associates 22,5 744, 132z 175(C
Other financial fixed assets 10F; 115)5¢ 11478<
Total non-current assets 2.2 2,726034 2,749%0¢€ 2,38B7¢
Current assets
Assets classified as held-for-sale 258, 1732 107¢
Inventories 6 18479¢ 187/7: 13:)7:
Trade and other receivables 1,086, 99203¢ 1,02814
Short-term investments 272 69404( 163171
Cash and cash equivalents 1,883, 39677¢ 1,46401C
Total current assets 2.2 2,61592% 2,273062 2,785044
TOTAL ASSETS 2.2 5,341957 5,02266¢ 5,174922
EQUITY AND LIABILITIES
Capital and reserves attributable to equity
holders of the parent 7
Share capital 1,384k 1,37%4E 1,37%4E
Share premium 35601¢ 35@)1¢ 35@)1¢
Statutory legal reserve 1855 13705t 13705t
Retained earnings 2,430] 92462 2,23831
Net profit for the perio 450651 1,505%)9¢ 438)6¢
Total capital and reserves attributable to
equity holders of the parent 2.2 4,75353C 4,30287¢ 4,54641¢
Minority interest 2.2 12751 1148C 6711
Total equity 4,766281 4,31435¢ 4,55312¢
Non-current liabilities
Interest bearing loans and borrowings 8 74¢ 134z 56¢
Retirement benefit obligations 9 o R3¢ 773¢
Provisions 10 2®37 2072 2047
Non-interest bearing liabilities - - 515C
Total non-current liabilities 2.2 2469C 2525¢E 35%0:
Current liabilities
Trade and other payables 54092¢ 6700M8¢ 577197
Interest bearing loans and borrowings 8 256( e 571
Retirement benefit obligations 485€ 2814 86&
Provisions 10 H41 W73 5357
Total current liabilities 2.2 55098€ 683054 58&29(
Total liabilities 57567€ 70830¢ 62179z
TOTAL EQUITY AND LIABILITIES 2.2 5,341957 5,02266¢ 5,174922
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CONSOLIDATED CASH FLOW STATEMENT
In thousand of Estonian kroons (EEK)

| Quarter | Quarter
Notes e e
Operating activities
Net profit for the perio 451927 43975C
Adjustments for:
Depreciation, amortisation and impairment of fixeed
intangible assets 3 13917 11763¢
(Profit) / loss from sales and discards of fixeseds (2964 (8)
Net (income) / expenses from associated companies 168C (203)
Provisions (1830 (1,926)
Financial items (25536 (21,323)
Miscellaneous non-cash items 64 (317)
Cash flow before change in working capital 563252 533%11
Change in current receivables 4664 (122,869)
Change in inventories (4104 667¢
Change in current liabilities (131516 (74,508)
Change in working capital (13®56 (190,698)
Cash flow after changes in working capital 432297 34291z
Interest received 1645¢ 1579¢
Interest paid (1463 (331)
Cash flow from operating activities 2.2 44729% 35838C
Investing activities
Intangible and tangible fixed assets acquired 3 (118306; (117,063)
Intangible and tangible fixed assets divested 3232 12¢€
Net change in intere-receivables short maturities B, 901622
Net cash changes of other l-term receivables (P®6! (2,984)
Cash flow from investing activities 2.2 55(R4¢€ 781701
Cash flow before financing activities 997541 1,140081
Financing activities
Repayment of finance lease liabilities 8 (590 (454)
Cash flow used in financing activities 2.2 (590 (454)
Cash flow for the year 29 996051 1,139%27
Cash and cash equivalents at beginning of year 2.2 39677¢ 32440t
Cash flow for the year 2.2 99@®51 1,139%27
Effect of foreign exchange rate changes 2.2 153 (22)
Cash and cash equivalents at end of period 2.2 1,39382 1,46401C
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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¢ 137,95 925,38 1,309,44. 4,108,349 5,030 4,113,37!
Net profit for the 206
transferred to retained earnings - 1,309,44.  (1,1309,4483 - - -
Net profit for the perio - - 43806¢ 43806¢ 1,681 439,75C
31 March 2007 1,37B4E 35601¢ 137,95! 2,234831 43806¢ 4,54641¢ 6,711 4,553]2¢
31 December 2007 1,334t 35601¢ 13795E 924,28 1,508)9¢ 4,3087¢ 1148C 4,31435¢
Net profit for the 207
transferred to retained earnings - 1,50509¢ (1,505098; - - -
Net profit for the perio - - 4551 45051 1271 451922
31 March 2008 1,378B4E 35601¢ 13795E 2,429861 450,61 4,753%3C 12751 4,766281
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1. Accounting policies and measurement basis used imgparation of interim financial
statements

The consolidated interim financial statements i@ first quarter period ending 31 March 2008 aepared in
accordance with the International Financial AccogStandards, as adopted by the European Unioludes
IAS 34. In all material respects, the same accagntirinciples have been followed as in the preparanf
financial statements for 2007.

The functional currency of AS Eesti Telekom is &0 kroon (EEK). The financial statements are gme=d
in thousand of Estonian kroons (EEK), unless ingidatherwise.

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

In the opinion of the Company’s Management Bodrd, financial statements give a true and fair viéwhe
financial position of the Company.

These financial statements are not audited.

This consolidated statement is signed by the manageboard for public disclosure on 22 April 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 andds related thereto. The companies belonging i® th
business segment are AS EMT, EMT Esindused AS, ABilg 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, reérg
and sales related services and goods. The compaeli@sging to this business segment are Elion Briges
AS, AS Elion Esindus, AS EsData and Viru Net OU.

Managed | T-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 enamte; 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. cbinepany belonging to this business segment is
AS MicroLink Eesti. Also AS MicroLink belonged up 80 June 2007 to this business segment. Frowf 1
July 2007 AS MicroLink merged with Elion Enterprisas.

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

Segment turnover represent inter-company incomeeapéenses of the three above-mentioned segmergs. Th
inter-company turnovers between the companies bilgrto the same segment are eliminated in thigrtep

All assets of AS Eesti Telekom Group are locateHstonia.
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2.1 Primary reporting format — business segments

In thousand of Estonian kroons (EEK)

MOb”e. . Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
| Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter
2008 2005 200¢ 2007 200¢ 2007 2008 2001 200¢ 2007 200¢ 2007
Net sale 73663¢ 769384 69184z 64478¢€ 5570C 8234¢ - - - - 1,484181 1,49651¢
Inter-segment net sales 137584 93582 7196¢€ 52652 23434 25527 4552 - (237538,  (171,761) -
Cost of production (464465 (476823 (332154,  (304,914) (3814, (69444, - - 93¢ - (830,495) (85181
Inter-segment cost of production (67330 (49647 (145167 (109,800) (871 (4206, - - 21776€ 163652 -
Gross profit 3424 2¢ 336,86 28648¢ 282724 3904¢ 3422t 4552 = (18832 (8,108) 65368¢€ 645337
Sales, administrative and researc
development (72664 (57411 (100,225)  (123,261) (@97 (36366, (7687, (4617, (1309 (1,309) (221,982) (22964
Inter-segment sales, administrative
and research & development (5250 (2350 (12892 (4,829) (529, (835 (100 (94) 1971 810€ -
Other operating revenues 299C 2907 298( 48 31t 172 - - - - 628E 3127
Inter-segment other operating
revenues - - - - 1 - - - (1) - -
Other operating expenses (1342, (983) (186) 162 (4) 9) (22) 2 - - (1,554) (1,056)
Operating profit / (loss) 26616z  27865¢  176]6¢€ 15462C (2265) (2813) (3257, (4713 (371) (1,309) 43643t 424444
Other finance income, net 742: 7354 1927 (1,303) (323) K 814C 598¢ - - 17167 1510z
Income / (expenses) from
subsidiaries and associated (884, 241 (796) (38) - - - - - - (1,680) 202
Net profit / (loss) for the period 272701 286254 177297 15327¢ (2588 25C 488 127€ (371) (1,309) 45192z 43975C
Attributable to:
Equity holders of the parent 27143C 28457¢ 177297 15327¢ (2588, 25C 488¢ 127¢ (371) (1,309) 450651 43806¢
Minority interest 1271 1681 - - - - - - - - 1271 1681
272701 286254 177297 15327¢ (2588 25C 488¢ 127¢€ (371) (1,309) 451922 43975C
EBITDA 329041 329804 24665¢ 215037 3902 194z (3250, (4701, - - 576352 542082
Depreciation, amortization and
write-downs (62879 (51145 (70493 (60,417) (867, (4755) ) (12) (371) (1,309) (139,917) (11838
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2.2

Other information by business segments

In thousand of Estonian kroons (EEK)

MOb'Ie. . Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
31 March, 31 March, 31 March, 31 March, 31 March, 31 March, 31March, 31 March, 31 March, 31 March, 31 March, 31 March,
1Q 200¢ 1Q 2007 1Q 200¢ 1Q 2007 1Q 200¢€ 1Q 2007 1Q 2008 1Q 2007 1Q 2008 1Q 2007 1Q 200¢€ 1Q 2007

Nor-current assets (except
investments in subsidiaries &
associates) 98364 87952¢ 1,62071C 1,38500€ 5054(C 4148¢ 15¢€ 24z 55822 6616¢ 2,714292 2,37242¢
Investments in subsidiaries
and associates 56§ 945¢ 517¢ 467437 - - 1,4288: 1,31738% (1,428384, (1,776,829) 1142 1745C
Current assets 1,364, 1,37737¢ 1,267584 71235E 48014 470684 516671 614854 (580493 (390,227) 2,6182¢ 2,785044
Total assets 2,3577¢ 2,26636( 2,89346¢ 2,56479¢ 98554 51217¢ 1,94521C 1,93247¢  (1,953055, (2,100,888) 5,34957 5,174922
Equity attributable to equity
shareholders of the parent 1,984, 1,843714 2,22902€ 2,09274¢€ 2811z 40130< 1,93289C 1,91931€ (1,310756, (1,710,661) 4,7583C 4,54641¢
Minority interest 1251 6711 - - - - - - 1251 6711
Nor-current liabilities 285t 3080z 15€ 31€ 57¢ 63€ - 374¢ - - 289C 35502
Current liabilities 448]1¢ 38513¢ 664287 47173€ 69862 110234 1232C 9414 (642299 (390,227) 5508¢ 58629C
Total shareholders' equity
and liabilities 2,35777¢ 2,26636C 2,89346< 2,56479¢ 98554 512]17: 1,94521C 1,93247¢  (1,953055; (2,100,888) 5,34957 5,174922
Net cash from/ (used it
operating activities 318302 28156€ 13351C 11776¢ 20¢ (35,103) (828 (5851, - - 4429z 35838C
Net cash from/ (used it
investing activities (5207, (48,456) (6889 (67211, (5474, (4,254) 6589t 89534z 17128 628( 55024¢ 781701
Net cash from/ (sed in)
financing activities (336, 387¢ 16362 (37412 340€ 39362 - (17123 (6,280) (590) (454)
Exchange rate differences in
cash and cash equivalents - - 152 (33) - - - 11 - - 152 (22)
Net increase/ (decrease) in
cash and cash equivalents 285< 23698¢ 86137 1311z (1859 5 653767 889502 - - 997104 1,13960%
CAPEX 57,52 4846< 5618C 6402E 5474 456¢ - - - 1180€ 117062
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2.3 Secondary reporting format - geographic segments

In thousand of Estonian kroons (EEK)

The Group operates in one geographical segmermniasonly. All Groups’ customers are located inoB&. Revenues from abroad are related to roanewenues.

Mobile
telecommunications

Broadband services

Managed IT-services

Consolidated

| Quarter 2008 | Quarter 2007

| Quarter 2008 | Quarter 2007

| Quarter 2008 | Quarter 2007

| Quarter 2008 | Quarter 2007

Revenue
from
customers in
Estonia

Revenue
from
customers
outside
Estonia

Total
revenue

714,589 97.0% 742,447 96.5%

22,050 3.0% 26,937 3.5%

629,545 91.0% 585,341 90.8%

62,297  9.0% 59,445 9.2%

55,362 99.4% 80,670 98.0%

338 0.6% 1,678  2.0%

1,399,496 94.3%

1,408,458 94.1%

84,685 5.7% 88,060 5.9%

736,639 100% 769,384  100%

691,842 100% 644,786  100%

55,700 100% 82,348 100%

1,484,181

100% 1,496,518 100%
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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 first Quarter 2007

Opening net book amount 2,044,595 214,046
Additions 116,345 718
Reclassification (1,346) 1,346
Reclassification to assets classifies as held-dte-s (305) -

Disposals (116) -

Depreciation charge (108,064) (9,574)
Closing net book amount 2,051,109 206,536
At 31 March 2007

Cost 8,917,432 406,038
Accumulated depreciation (6,866,323) (199,502)
Net book value 2,051,109 206,536
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 first Quarter 2008

Opening net book amount 2,405,114 216,011
Additions 118,229 577
Reclassification to assets classifies as held-dte-s (1,526) -

Disposals (267) (1)

Depreciation charge (129,521) (10,396)
Closing net book amount 2,392,029 206,191
At 31 March 2008

Cost 9,465,239 423,402
Accumulated depreciation (7,073,210) (217,211)
Net book value 2,392,029 206,191
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4. |Investments in subsidiaries

Country Ownership interest  Principal activity Owner

of incorporatiol

31 March
2008

31 December
2007

Elion Enterprises AS Estonia 100%

AS Elion Esindus Estonia 100%

AS EsData Estonia 100%

Viru Net OU Estonia 100%

AS MicroLink Eesti Estonia 100%

AS EMT Estonia 100%

EMT Esindused AS Estonia 100%

AS Mobile Wholesale Estonia 100%

Serenda Investment OU  Estonia 51%

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

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

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

100% Internet services oEEnterprises
AS

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.

100% Construction and operafi®Eesti Telekom
of mobile networks,
providing mobile
communication services
100% Retail sales of AS EMT
telecommunication
products and services

100% Wholesalmobile AS EMT
phones

51% Administration of AS EMT
communication portal
based in Estonia internet
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5. Investments in associates

Country of Ownership interest Principal activity Owner
incorporation
31 March 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 Quarter 2008, impairment for the int@res were in the total amount of 2,285 thousand BHEK

the first Quarter 2007, the value of the inventorieas not decreased) based on the estimated de€lthe
net realisation value below their acquisition cost.

7. Equity

a) Issued capital

31 March 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 wvecdividends as declared by the general meeting),aam
entitled to one vote per share at general meetihfee shareholders of the parent company.

b) Re-acquiring of shares

The Annual General Meeting of Shareholders, on 2% 207, authorized AS Eesti Telekom to acquire
within one year from the adoption of this resolatig.e. until 22 May 2008, AS Eesti Telekom ordinary
shares so that the total of nominal values of omares held by AS Eesti Telekom would not exceediihi¢ |

set by statutory regulations, and that the pricgabke per share would not exceed the highest price
paid for the ordinary shares of AS Eesti TelekomhenTallinn Stock Exchange on the day of acquiring the
shares. AS Eesti Telekom has to pay for the shapes fine company’s assets in excess of its shar¢atapi
capital reserves, and share premium. The amourtiarés to be acquired each time shall be deternoned
each occasion separately by a resolution of AS Hedtkom's Supervisory Council. As of 31 March 2008,
no 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 catedillosses, if the latter cannot be covered with
other unrestricted equity, and for increasing slcaptal.

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

22



EestiTelekom

AS EESTI TELEKOM CONSOLIDATED | QUARTER 2008 INTERI M REPORT
NOTESTO THE FINANCIAL STATEMENTS

d) 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 jor 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, thatedil
earnings per share equals to the basic earningshpes.

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

| Quarter 2008 | Quarter 2007
Net profit attributable to equity holders of ther@many (EEK 450,651,000 438,069,000
The average number of ordinary shares 137,954,528 , 998528
EPS (in EEK) 3.27 3.18

e) 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):

| Quarter | Quarter
e 2007 S
Ordinary share highest price 125.02 168.51 168.51
Ordinary share lowest price 108.74 102.80 121.26
Ordinary share average price 116.35 127.69 134.95

8. Borrowings
In thousand of Estonian kroons (EEK)

31 March 200¢ 31 December 2007

Non-current 749 1,343
Current 2,560 2,778
3,309 4,121

The movements in the borrowings can be analyzedllasvt:

Opening balance 31 December 2007 4,121
Repayments of borrowings (590)
Other movements (222)
Closing balance 31 March 2008 3,309
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9. Retirement benefit obligations
In thousand of Estonian kroons (EEK)

31 March 200¢

31 December 2007

Non-current portion of retirement benefit obligations 3,004 3,239
Current portion of retirement benefit obligations ,85E 4,814
Total retirement benefit obligations 786( 8,053
31 December 2007 8,05:
Benefits paid in the reporting period (235
Interest accrued 42
31 March 2008 7,86(
10.Provisions
In thousand of Estonian kroons (EEK)
Site Terminatior Compensatic Guarante Othe Total
restoratio.  benefit: of the foleranc provisior provisjon:
expens provisior _Of technice
rovisior mfrastruptpn
P provisior
Non-current portion of provisions 20,358 - 579 - 20,937
Current portion of provisions - 1,980 239 422 2,641
Total provisions 20,358 - 1,980 818 422 23,578
At 31 December 2007 20,094 1,957 1,980 808 307 25,146
Additional provisions in the reporting
period 264 - - 32 266 562
Used provisions during the reporting
period - (1,957) - - (151) (2,108)
Decrease of provisions in the report
period - - - (22) - (22)
At 31 March 2008 20,358 1,980 818 422 23,578

11.Related party transactions

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

a) Name and relationship of related party

Name

Relationship with AS Eesti Telekono@r

Key management, supervisory council and their ikedat
List of associates is shown in Note 5

Enterprises of TeliaSonera AB Group

State Government (State Chancellery and ministries)
Companies where Supervisory Council members

of the Group have significant influence

agrwbdE

Parent compstmgreholder
Shareholder
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b) Key managements’ and supervisory councils’ remunet#n

The remunerations of key management and supervismmcil during the first Quarter 2008 and 2007 were
as follows (in thousand of Estonian kroons (EEK)):

| Quarter 2008 | Quarter 2007
Salaries and other short-term employee benefits 0917, 18,456
Other 37 106
17,134 18,562

c) Trading transactions
No impairment has been made in the first Quart@008 and 2007 for the receivables from relatetigsar

During the first Quarter 2008 and 2007, group comggaentered into the following transactions wilated
parties (in thousand of Estonian kroons (EEK)):

| Quatrter, | Quarter,
31 March 200¢ 31 March 2007
Telecommunication services provided
Associated companies 863 2,623
TeliaSonera AB 31,549 29,795
State Government (State Chancellery and ministries) 5,609 5,154
Companies where Supervisory Council members oGttoeip
have significant influence 146 113
38,167 37,685
Other sales
Associated companies 42 20
State Government (State Chancellery and ministries) 727 927
Companies where Supervisory Council members oGttoeip
have significant influence 30 6
799 953
Telecommunication services purchased
Associated companies 92 74
TeliaSonera AB 35,075 45,673
35,167 45,747
Other services purchased
Associated companies 13 72
State Government (State Chancellery and ministries) 7,766 5,497
Companies where Supervisory Council members oGttoeip
have significant influence 189 166
7,968 5,735
Financial income
State Government (State Chancellery and ministries) 4 5
Amount owed by related parties 372 150
Associated companies 372 150
TeliaSonera AB 20,411 16,673
State Government (State Chancellery and ministries) 2,461 2,636
Companies where Supervisory Council members oGttoeip
have significant influence 39 24
23,283 19,483
Amount owed to related parties
Associated companies 5 109
TeliaSonera AB 22,994 21,718
State Government (State Chancellery and ministries) 24 917
Companies where Supervisory Council members oGttoeip
have significant influence 34 19
Key management and supervisory council 7,317 14,304
30,374 37,067
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12.Contingencies

In thousand of Estonian kroons (EEK)

31 March 200¢ 31 December 2007
24,105 19,660

Key management termination benefits

Relations with the regulator

e Pursuant to the decision of the Communications @a@ted 21 March 2006, the fee for voice call
termination on mobile networks (interconnection) fer AS EMT, Elisa Eesti AS and Tele2 Eesti
AS for the period from 1 July 2006 to 30 June 2G@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 20B8ice Elisa Eesti AS and Tele2 Eesti AS
disputed the decisions in court and the validitytha# given legislative act was suspended in the
course of initial legal protection, the intercont@e 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. ddet disputes of Elisa Eesti AS and Tele2
with the Communications Board are continuing, ai@IEBMT 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
Anders Gylder

Lars Gunnar Klasson
Jorgen Latte

Tarmo Porgand

Jiri Raatma

Aare Tark

Chairman of the Supervisoryn€Cibu
Member of the Supervisory Colnci
Member of the Supervisory Cibun
Member of the Supervisory Council
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 FINANCIAL
STATEMENTS

The Management Board confirms the correctness and completeness of the consolidated financial statements of
AS Eesti Telekom Group for the third quarter and the first Quarter 2008 as set out on pages 3 to 27,

The Management Board confirms that:

I 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 the management report presents true and fair view of significant events that took place during the
accounting period and their impact to financial statements: and includes the description of major
risks and doubts for the parent company and consolidate companies as a group

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

|

/
Name Position J-éf_gﬂuf m‘/

i
i 0

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, 22 April 2008
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