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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 EUR 100.1 101.1 -1.0 195.0 196.8 -0.9
EBITDA, million EUR 39.2 37.7 3.8 76.0 724 5.0
Margin, % 39.1 37.3 39.0 36.8
EBIT, million EUR 29.9 29.9 0.1 57.8 57.0 1.4
Margin, % 29.9 29.6 296 29.0
EBT, million EUR 31.1 30.6 1.7 60.0 58.7 2.2
Net profit for the period, million EUR 6.5 6.9 -6.4 354 35.0 1.0
EPS, EUR 0.05 0.05 -5.2 0.26 0.25 1.3
CAPEX, million EUR 11.8 11.8 -0.2 19.4 193 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 EUR 60.0 64.0 -6.3 115.8 119.1 -2.8
EBITDA, million EUR 23.3 24.0 -3.0 443 45.1 -1.7
Margin, % 38.9 37.6 38.3 379
EBIT, million EUR 19.1 20.5 -7.1 36.1 384 -5.9
Margin, % 31.8 32.1 31.2 322
EBT, million EUR 19.7 20.8 -5.0 37.2 391 -4.9
Net profit for the period, million EUR 5.6 4.8 14.7 23.0 231 -0.7
CAPEX, million EUR 4.6 5.1 -10.1 8.2 8.2 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 EUR 514 46.9 9.6 100.2 915 9.6
EBITDA, million EUR 15.7 14.0 12.1 315 27.8 134
Margin, % 30.6 29.9 314 304
EBIT, million EUR 11.1 10.1 9.6 223 20.0 11.7
Margin, % 215 21.5 223 218
EBT, million EUR 11.2 10.0 124 226 19.8 14.0
Net profit for the period, million EUR 2.7 2.2 21.9 141 12.0 16.8
CAPEX, million EUR 6.9 6.3 10.4 105 104 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 EUR 5.6 4.8 15.6 106 11.7 -9.3
EBITDA, million EUR 0.5 0.2 177.5 0.7 0.3 144.3
Margin, % 8.1 3.4 6.6 2.4
EBIT, million EUR 0.1 -0.2 N/A -0.1 -0.4 -80.1
Margin, % 1.2 -4.2 -0.7 -3.3
EBT, million EUR 0.0 0.0 46.0 -0.1 0.0 N/A
Net profit for the period, million EUR 0.0 0.0 46.0 -0.1 0.0 N/A
CAPEX, million EUR 0.3 0.4 -36.4 0.6 0.7 -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 boar@he Group’s sales revenueseached 100.1 million EUR in the second quarte2Qfi8
(2nd quarter 2007: 101.1 million EUR), and was iy affected by the reduction in interconnectiees

(As of 5 November 2007, the state regulator fixadrderconnection fee of 0.11 EUR instead of thenfer
0.16 EUR in mobile phone networks).

The consolidated turnover of the mobile communicatins services segmemnas 60.0 million EUR in the
second quarter of 2008, decreasing by 6% comparetheg same period in 2007 (2nd quarter 2007:
64.0 million EUR). The reduction eévenueswas caused by a drop in interconnection revenassdon the
reduction in interconnection fees, which was plyticompensated by a certain increase in the nurobeall
minutes incoming to the network, an increase in iteattata communications, and growth in the volurfie o
subcontracting services. In addition, the revenueseived 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 #mausictive 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 quaridi. 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 fixeddl 2 EUR per minute, and pursuant to the resaolatif
the Communications Board dated 20 June and 22 200@, was fixed at 0.11 EUR 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 opematremained at 0.16 EUR 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
0.11 EUR. Litigation by Elisa Eesti AS and TeleRhathe Communications Board is continuing, and EMT
is participating in the litigation as a third partywith its resolution of 25 March 2008, the Conilpat
Board, which is the legal successor to the Comnatioics Board, established a fee of 0.09 EUR pewutain
for the termination of voice calls in the mobileople networks of AS EMT, Elisa Eesti AS and Tele3tEe
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 timeeyolume 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 expansiahef3G 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 adiEMT 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 apmas

in the European Community, which specifies thavfaSeptember 2007 the rate per minute for outgeimdy
incoming calls made within the borders of the Eaap 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
51.4 million EUR (2% quarter 2007: 46.9 million EUR). The greatest reseincrease resulted from the sale
of subcontracting services, which increased by 213%8.6 million EUR, compared to the same pertosl t
last year. Revenues from subcontracting servicesapity grew due to the sales volumes of increased
brokered sub-services. Revenues from domestictreaibit increased by 124% in the last quarter dwed t
revenues from international call transit by 231%eTevenue increase from call transit was also gy
related to increases of the minute volumes of thEaentracting service. At the same time, the regsrfor

call services earned from end consumers decregséthluue to the drop 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 proghstfolio. 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 irtte& 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
1.23 EUR to 2.24 EUR. Among the Elion DigiTV therpeackage, 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 rklio
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 segmentached 5.6 million EUR in the second quarter od&0
(2nd quarter 2007: 4.8 million EUR). Compared te same quarter of last year, sales revenues imctdns
16%, whereas IT services increased by 14% and Fthaadise by 18%.

Significant impact on the sales results for infiasiiure solutions was exerted by several largeysssoents
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, tervers at
the Estonian Informatics Center, and several ssflgsrojects 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 softwark)
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 61.4 militiR (2nd quarter 2007: 63.5 million EUR).

The operating costs in the mobile communications sgces segmentdecreased by 8% compared to the
second quarter of 2007, to 36.8 million EUR (2ndrtgr 2007: 40.0 million EUR). The greatest demeas
was the drop in interconnection prices based @réohnection costs. The operating costs relateetading
and wholesaling also decreased, which correspanttt®tdrop in sales turnovers.

The operating costs in the broadband services segnteincreased by 9% compared to the same period in
2007, reaching 36.0 million EUR (2nd quarter 2082:9 million EUR). Two-thirds of the increase in
operating costs resulted from the sales volumesilbontracting 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 segmerihcreased by 10% in the second quarter, reaching
5.1 million EUR (2nd quarter 2007: 4.7 million EUR)

The Eesti Telekom Group EBITDA in the second quarter of 2008 reached 39.2 miltiR, which was

4% more than in the second quarter of 2007 (2ndteua007: 37.7 million EUR). The EBITDA in the
mobile communications services segment decreasedeirsecond quarter by 3% compared to the same
period last year. EBITDA in the broadband servisegment increased by 12% and the corresponding
indicator in the IT services segment in the seagualrter of 2008 was 0.5 million EUR (2nd quarte®20

0.2 million EUR). The Group’s EBITDA margin in tleecond quarter of 2008 was 39%, which is somewhat
higher than the margin for the corresponding peirc2007.

The Group’s depreciation costgeache®.3 million EUR in the second quarter of 2008, @asing by 18%
compared to the same period in 2007 (2nd quar@r:209 million EUR).

In the second quarter, tigesti Telekom Groupearned afEBIT of 29.9 million EUR, thereby remaining at
the same level as last year (2nd quarter 2007: 28lbn EUR). The Group’'qnet) financial revenues
increased in the second quarter by 46% reachingnillisn EUR (2nd quarter 2007: 0.9 million EUR the
second quarter, the Eesti Telekom Group eapredax profits of 31.1 million EUR (2nd quarter 2007:
30.6 million EUR).

On 17 June of this year, AS Eesti Telekom agaird pa shareholders record-breakidiyidends of
92.6 million EUR from the profits (2007: 83.8 milli EUR). In order to enable the payment of dividetal
the shareholders of AS Eesti Telekom, AS EMT pai parent company dividends of 52.4 million EUR
(2nd quarter 2007: 56.6 million EUR) and Elion Epteses paid 32.0 million EUR (2nd quarter 2007:
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27.5 million EUR). The payment of the dividends wascompanied byncome tax payable on the
dividends totaling 24.7 million EUR (2nd quarter 2007: 23.7llion EUR), of which AS EMT paid
14.2 million EUR (2nd quarter 2007: 16.0 million RY and Elion Enterprises paid 8.5 million EUR
(2nd quarter 2007: 7.8 million EUR).

In the second quarter of 2008, thet profit for the Eesti Telekom Group was 6.5 million EURd2Zjuarter
2007: 6.9 million EUR). The revenue per share was EUR (2nd quarter 2007: 0.05 EUR).

Balance sheet and cash flows

As of 30 June 2008, the Eesti Telekom Group balaheet totaled 288.6 million EUR (31. December 2007
321.0 million EUR). Compared to the beginning of flear, fixed assets had increased by 0.4 millloRE
thereby bringing the depreciated value at the dntieosecond quarter to 176.1 million EUR. The @fsu
current assets have decreased during the firstmginths of 2008 by 32.8 million EUR, reaching
112.4 million EUR by the end of June (31 Decemli#72 145.3 million EUR). Cash and cash equivalents,
as well as the balance of short-term financial #tvents, have decreased by 38.5 million EUR, imeotion
with the dividends paid out in June.

As of 30 June 2008, the Eesti Telekom Group equiéty 218.0 million EUR, which is 57.7 million EURsEe
than at the end of 2007 (31 December 2007: 275lfomEUR). The decrease in equity is related te th
payment of a dividend totaling 92.6 million EUR. #he same time, equity has been increased by # pfof
35.4 million EUR in the first six months of 2008s &f the end of June, the Group had long-term abitigs
of 1.7 million EUR (31 December 2007: 1.6 millioklB). The increase in short-term debt obligatiorssilts
from the income tax liabilities of 24.7 million EURSsulting from the payment of dividends.

The net debt of the Eesti Telekom Group at theafrtle second quarter was -31.1 million EUR andrte
debt to equity ratio was -14% (31 December 2009.:5-énillion EUR and -25%).

The Eesti Telekom Group cash flow from operatianshie first six months of 2008 was 73.1 million EUR
(first six months of 2007: 64.6 million EUR). Therdbp’'s cash flow from investment activities was
25.5 million EUR (first six months of 2007: 42.6llein EUR). The cash flow into the acquisition ahgible

and intangible fixed assets in the first six monthas 19.4 million EUR (first six months of 2007:
19.3 million EUR). In the second quarter of thisagethe mobile communications segment has invested
4.6 million EUR (2nd quarter 2007: 5.1 million EUR)Y mobile communications, in addition to the dans
development of the GSM network, a developmentabrityi was the implementation of technologies to
support high-speed mobile data communicationshéngecond quarter of 2008, the investments into the
broadband services segment totaled 6.9 million ERHI quarter 2007: 6.3 million EUR). The majoritf

the investments continue to be made to improveytladity of services (for instance, the acquisitcdrNGN
service routers and the expansion of the IP coteank) as well as the improvement of permanentrivge
connections and DigiTV accessibility (implementatiof GPON technology, acquisition of xDSL
equipment). In the second quarter of 2008, theefVises segment invested 0.3 million EUR into fixesets
(2nd quarter 2007: 0.4 million EUR). The investnseintthe second quarter of last year included tiretase

of the AS MicroLink trademarks that were acquiradhie course of the merger of the parent company AS
MicroLink and Elion Enterprises that occurred withthe framework Eesti Telekom Group’s structural
changes.

An important event for MicroLink Eesti during thec®nd quarter was moving to the Ulemiste Technology
Campus on June 20Almost 300 square meters of space in the newdingjlwill be the location of a
demonstration center for information technologyt fkainique in Estonia, where Estonian enterprésewell
foreign visitors will have the opportunity to semshinformation technology solutions work in praetic
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In the first six months of this year, the Eesti él@lm Group cash flow into financial activities was
92.7 million EUR, of which 62.6 million EUR was wkéo pay dividends (in the first six months of 2007
these amounts were 83.8 million EUR and 83.8 omlEUR respectively).

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 ratioreély traded shares converted to GDRs was 12.71%. O
these, 18.93% were converted into GDRs traded@hdndon 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 thigiloligion of dividends. The AS Eesti Telekom shalders
were paid dividends of 0.67 EUR per share or d tit®2.6 million EUR for the last financial yeafhe
dividends were paid out on 17 June 2008 basedelisthof shareholders, which was fixed as of 6eJaB08

at 23:59. Accumulated earnings of 62.7 million EW&re not distributed.

The option to repurchase AS Eesti Telekom sharesawgend for another five year, i.e. until 22 M&13.

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 703 EUR per month for their services and trercan may be paid 1278 EUR per month.

The general meeting chose AS PricewaterhouseCodgyscode 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 pany.

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 curreztnber of the AS Eesti Telekom Supervisory Board, an
elected Bjorn Lindegren as a new member of the Sigmey 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 EUR

Q207 Q307 Q407 Q108 Q208

Sales 101.1 103.] 100.: 94.9 100.1
OPEX (63.5) (63.4 (64.2] (58.3) (61.4)
Other revenue/expenses, net 0.1 0.t 0.7 0.2 0.4
EBITDA 37.7 40.2 36.8 36.8 39.2
Depreciation and amortisation (7.9) (7.9 (8.4) (8.9 (9.3
EBIT 29.9 33.8 28.4 27.9 29.9
Income / expenses from associates (0.1) 0.C (0.1) (0.1) (0.13)
Other net financing items 0.€ 0.4 0.8 1.1 1.3
Profit before tax 30.6 32.7 20.1 28.9 311
Income tax on dividends (23.7) 0.C 0.C 0.C (24.7)
Net profit for the perio 6.6 32.7 29.1 28.9 6.5
Minority interest 0.1 0.1 0.1 0.1 0.0
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 margin, 9 6.83% 31.55% 28.98% 30.45% 6.5%
Total assets 280.7 288.1 321.C 341.¢ 288.6
- Non-current assets 156.¢ 162.] 175.5 174.2 176.1
- Current assets 123.¢ 126.( 145.% 167.2 1124
- Cash and cash equivalents and short-
term investments 50.2 49.¢ 69.7 90.2 31.2
Equity and liabilities 280.7 288.1 321.C 341.« 288.6
- Equity 214.: 246.5 275.7 304.¢ 218.0
- Provisions 1.4 1.4 21 2.C 1.8
- Non-current liabilities 0.7 0.2 0.1 0.1 1.7
- Interest-bearing borrowings 0.1 0.1 0.1 0.1 0.0
- Current liabilities 64.4 39.7 431 34.7 68.9
- Interest-bearing borrowings 0.1 0.1 0.2 0.2 0.2

12
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I QUARTER CONSOLIDATED INCOME STATEMENT
In thousand of EUR
Notes Il Quarter Il Quarter
200¢ 2007
Net sale 2.1(a) 100,31 10113€
Cost of production 2.1(a) (56,322) (55,609)
Gross profit 4380¢ 45527
Sales, administrative, and research & development
expenses 2.1(a) (14,333) (1364
Other operating revenues 2.1(a) 511 20C
Other operating expenses 2.1(a) (81) (82)
Operating profit 2990¢€ 29881
Finance income 131¢ 89C
Finance costs (38) (14)
Finance income, net 2.1(a) 128C 87¢
Net income / (expenses) from associated companies 1(a@)2. (52) (129
Profit before tax 31134 3062¢
Income tax on dividends (24,652) 235,
Net profit for the period 2.1(a) 6482 6923
Attributable to:
Equity holders of the parent 2.1(a) 478, 682¢
Minority interest 2.1(a) 8 94
6482 6923
Earnings per share for profit attributable to the
equity holders of the parent during the reporting
period (expressed in EUR) 7 (e)
Basic earnings per share 005 005
Diluted earnings per share 09. 005
EBITDA 2.1(a) 39,183 373¢€
Depreciation, amortization and write-downs 2.1(a) (9,277) (855
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF  YEAR 2008
INTERIM REPORT
| HALF YEAR CONSOLIDATED INCOME STATEMENT
In thousand of EUR
Notes | HY 2008 | HY 2007 2007
Net sale 2.1(b), 2.3 1908¢ 196,81 400151
Cost of production 2.1(b) (10920 (110009; (226426,
Gross profit 8558¢ 86772 17372E
Sales, administrative, and research &
development expenses 2.1(b) %28, (30014, (57521
Other operating revenues 2.1(b) 91z 40C 1797
Other operating expenses 2.1(b) (180 (149 (404
Operating profit 57801 57,09 117597
Finance income Vitsy) 1891 310¢
Finance costs (75) (49) (150
Finance income, net 2.1(b) 2377 1842 295¢
Net income / (expenses) from associated
companies 2.1(b) (159 (116 (244,
Profit before tax 6001¢ 5873t 120311
Income tax on dividends (B82) (23705; (23705]
Net profit for the period 2.1(b) 35367 3503C 9660¢
Attributable to:
Equity holders of the parent 2.1(b) 27, 3482¢ 96194
Minority interest 2.1(b) 90 20z 41z
35367 3503C 9660€
Earnings per share for profit attributable to
the equity holders of the parent during the
reporting period (expressed in EUR) 7 (e)
Basic earnings per share 260. @5 0z¢C
Diluted earnings per share R6 @5 07C
EBITDA 2.1(b) 7602C 72382 14931¢
Depreciation, amortization and write-downs 2.11), (1819 (15373 (31718
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF YEAR 2008
INTERIM REPORT
CONSOLIDATED BALANCE SHEET
In thousand of EUR

Notes 30 June 31 Decembe 30June

200¢ 2007 2000

ASSETS
Non-current assets
Property, plant and equipment 3 135, 15371¢ 13536¢€
Intangible fixed assets 3 22 13307 12763
Investments in associates 22,5 69¢ 85¢ 987
Other financial fixed assets 756 7352 %3€
Total non-current assets 2.2 17613€ 17573z 156752
Current assets
Assets classified as held-for-sale - 111 142
Inventories 6 1M17 1198¢ 101¢
Trade and other receivables 280, 6346( 639t
Short-term investments 44357 887
Cash and cash equivalents 231, 2535¢ 42291
Total current assets 2.2 11244¢ 14527¢ 12393t
TOTAL ASSETS 2.2 288584 32100¢ 280687
EQUITY AND LIABILITIES
Capital and reserves attributable to equity
holders of the paren 7
Share capital (54518 8816¢ 8816¢
Share premium 2275z 27753 27753
Statutory legal reserve 887 817 817
Retained earnings 63¢ 59071 59071
Net profit for the perio 35277 96194 342¢
Total capital and reserves attributable to
equity holders of the parent 217704 275004 21363¢
Minority interest 22,7 34z 733 522
Total equity 21804¢ 275731 214161
Non-current liabilities
Interest bearing loans and borrowings 8 4 85 14C
Retirement benefit obligations 9 17z 20¢ 23¢
Provisions 10 135 1321 129¢
Non-interest bearing liabilities 12¢ - 32¢
Total non-current liabilities 2.2 1654 161« 2 00z
Current liabilities
Trade and other payables 68491 4288~ 63P2¢
Interest bearing loans and borrowings 8 15€ 17¢ 157
Retirement benefit obligations 9 64 30¢ 30C
Provisions 10 172 28€ 13¢
Total current liabilities 2.2 68884 43657 64524
Total liabilities 7053¢ 45271 6652¢€
TOTAL EQUITY AND LIABILITIES 2.2 288584 32100¢ 280687
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND | HALF  YEAR 2008
INTERIM REPORT
CONSOLIDATED CASH FLOW STATEMENT
In thousand of EUR
Notes | HY 2008 I HY 2007
Operating activities
Net profit for the perio 35367 3503C
Adjustments for:
Depreciation, amortisation and impairment of fixeed
intangible assets 3 1&1¢ 15372
(Profit) / loss from sales and discards of fixeseds (445 (612)
Net (income) / expenses from associated companies 15¢ 11€
Provisions (362 (327)
Financial items (%73 (3,006)
Income tax on dividends 2826 2370C
Miscellaneous non-cash items 5 (158)
Cash flow before change in working capital 7402z 70]11€
Change in current receivables (6346 (6,547)
Change in inventories 631 (1,202)
Change in current liabilities 45¢ (1,486)
Change in working capital (257 (9,235)
Cash flow after changes in working capital 68,76t 60881
Interest received 451 374t
Interest paid (158 (47)
Cash flow from operating activities 2.2 7305¢ 6457¢
Investing activities
Intangible and tangible fixed assets acquired 22,3 (19,355 (19,267)
Intangible and tangible fixed assets divested 55k 762
Net change in intere-receivables short maturities 47,91° 61,92t
Net cash changes of other l-term receivables (3,642 (860)
Cash flow from investing activities 2.2 25,47" 42 ,56(
Cash flow before financing activities 98,53! 107,13¢
Financing activities
Proceeds from non-convertible debts 8 - 13
Repayment of finance lease liabilities 8 (84) (57)
Dividends paid 7(d) (92,577 (83,761)
Cash flow used in financing activities 2.2 (92,661 (83,805)
Cash flow for the year 29 5,87: 23 33
Cash and cash equivalents at beginning of year 2.2 25,35¢ 20,73
Cash flow for the year 2.2 5,87 23,33¢
Effect of foreign exchange rate changes 2.2 12 2
Cash and cash equivalents at end of period 2.2 31,24 44,06¢
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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 EUR

: . 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 88,169 22,753 8,817 59,14 83,68¢ 262,57: 321 262,89:
Net profit for the 206
transferred to retained earnings - - - 83,68¢ (83,689 - - -
Dividends paid (Note 7 d) - - - (83,761 - (83,761 - (83,761
Net profit for the perio - - - - 34,82¢ 34,82¢ 202 35,03(
30 June 2007 88,169 22,753 8,817 59,07: 34,82¢ 213,63t 522 214,16:
31 December 2007 88,169 22,753 8,817 59,07: 96,19 275,00 732 275,73
Net profit for the 207
transferred to retained earnings - - - 96,19 (96,194 - - -
Dividends paid (Note 7 d) - - - (92577 - 9577, (481 (93058
Net profit for the perio - - - - 35,277 35,27: 90 35,36"
30 June 2008 88,169 22,753 8,81 62,68¢ 35,27° 217,70« 34z 218,04t
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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&no kroon (EEK). The presentation currency is Euro
(EUR). The financial statements are presenteddngand of Euros (EUR), unless indicated otherwise.

The financial statements are prepared on the fiatarost 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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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT

NOTES TO FINANCIAL STATEMENTS

EestiTelekom

2.1

a)

Primary reporting format — business segments

Il Quarter income statement

In thousand of EUR

Mobile
telecommunications

Broadband services Managed IT-services

Other activities

Eliminations

Consolidated

Il Quarter Il Quarter Il Quarter

II Qu arter Il Quarter

Il Quarter Il Quarter Il Quarter

Il Quarter Il Quarter Il Quarter Il Quarter

200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2007

External net sales 50,45:¢ 55,37 45,59¢ 42,40( 4,08( 336E - - - 100,13: 101,13t
Inter-segment net sales 9,514 8,604 5,811 4,50¢ 1,48( 1,447 241 18 (17,046 (14,579 - -
Total net sales 59,967 63,97t 51,40¢ 46,90¢ 5,56( 4,81% 241 19 (17,046 (14,579 100,13: 101,13t
Cost of production (30,572)  (34,745) (23,330) (18,601 (2,480 (2,263 - 60 - (56,322) (55,609
Inter-segment cost of production (5,297) (3,981) (10,023) (9,506 (344) (348) - 15,66¢ 13,83t - -
Gross profit 24,09¢ 25,24¢ 18,05¢ 18,80: 2,73¢ 2,201 241 19 (1,322 (744) 43,80¢ 45,52°
Sales, administrative and researc
development (4,7112) (4,501) (6,427) (8,303 (2,583 (2,369 (529 (508, (83) (83) (14,333) (15,764
Inter-segment sales, administrative
and research & development (457) (275) (826) (405) (92) (58) (8) @) 1,38: 74E - -
Other operating revenues 24¢ 151 254 5 9 28 - 16 - - 511 20C
Other operating expenses (86) 77) 7 2) 1) 2 1) 1) - - (81) (82)
Operating profit / (loss) 19,09: 20,547 11,06¢ 10,097 69 (200) (297, (481, (22) (82) 29,90¢ 29,88:
Other finance income, net 67C 31€& 19¢€ (48) (22) 23¢ 43€ 378 - - 1,28(C 87¢
Income / (expenses) from
subsidiaries and associated (13) (67) (39) (62) - - 84,36: 84,04« (84,363 (84,044 (52) (129
Profit before taxation 19,74¢ 20,79¢ 11,22: 9,981 47 33 84,50z 83,93¢ (84,385 (84,126 31,13¢ 30,62¢
Income tax on dividends (14,192) (15,953)  (8,495) (7,752 - - (1,965 - - (24,652) (23,705
Net profit / (loss) for the period 5,551 4,84% 2,72¢ 2,23% 47 33 82,530 83,93¢ (84,385 (84,126 6,482 6,921
Attributable to:

Equity holders of the parent 5,54¢ 4,751 2,72¢ 2,23t 47 33 82,530 8393¢€ (84,385 (84,126 6,47¢ 6,82¢

Minority interest 8 94 - - - - - - - 8 94

5,551 4,84% 2,72¢ 2,23 47 33 82,530 83,93¢ (84,385 (84,126 6,42 6,921

EBITDA 23,30¢ 24,03 15,71¢ 14,02( 45C 168 (295, (480, - - 39,18t 37,73t
Depreciation, amortization and
write-downs (4,217) (3,486)  (4,655) (3,923 (381) (363) 2 (1) (22) (82) (9,277) (7,855
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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 EUR

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 97,53 104544 8981¢ 8360¢ 764C 862¢ - - — - 19498¢ 196781
Inter-segment net sales 18,30° 1458E 10411 7874 297¢ 307¢ 532 19 (32228 (25,556) - -
Total net sales 115,84( 11912¢ 10022¢€ 9148¢ 1061¢€ 1170¢€ 532 19 (32228, (25,556) 19498¢ 196781
Cost of production (60,257 (65219 (44558 (38089! (4,705) (601 - - 12C - (109400 (110009,
Inter-segment cost of production (9,600 (7154, (19301 (16523, (681) (617) - - 29582 24294 - -
Gross profit 45,98 4675€ 36367 36871 5232 438¢ 532 19 (2526 (1,262) 8558¢ 86772
Sales, administrative and researc
development (9,354 (8170, (12833 (16181 (5,146) (493 (1,020) (803) (167) (167) (28520 (30014
Inter-segment sales, administrative
and research & development (793) (425) 650 (714) (190) (112) (14) (13) 2647 1262 - -
Other operating revenues 43¢ 337 44E 8 29 39 - 16 - - 91z 40C
Other operating expenses (172) (140) (5) (5) (1) (3) (2) (1) - - (180) (149)
Operating profit / (loss) 36,10: 3835¢ 22324 1997¢ (76) (380) (504 (782) (46) (166) 57,81 5700
Other finance income, net 1,14« 78¢ 31¢ (131) (42) 42¢ 95¢ 75€ - - 2377 1842
Income / (expenses) from
subsidiaries and associated (69) (52) (90) (64) - - 84362 84044 (84363 (84,044) (159) (116)
Profit before taxation 37,17¢ 39094 22558 19784 (118) 49 8481t 8401¢ (84409 (84,210) 6001¢ 5873¢E
Income tax on dividends (14,192 (15953 (8495 (7752, - - (1,965) - - - (24652 (23705,
Net profit / (loss) for the period 22,98¢ 23141 1405¢ 12032 (118) 48 8285C 8401¢ (84409 (84,210) 35367 3503C
Attributable to:
Equity holders of the parent 22,89¢ 2293¢ 1405¢ 1203z (118) 49 8285C 8401¢ (84409 (84,210) 35277 3482¢
Minority interest 9C 20z - - - - - - - - 9C 20z
22,98¢ 23141 1405¢ 12,032 (118) 49 8285C 8401¢ (84409 (84,210) 35367 3503C
EBITDA 44,33¢ 45113 31484 2776z 69¢ 287 (502, (780) - - 7602C 72382
Depreciation, amortization and
write-downs (8,236 (6755 (9160 (7783 (775) (667) (2 2 (46) (166) (18219 (15373
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND I HALF  YEAR 2008 INTERIM REPORT

NOTES TO THE FINANCIAL STATEMENTS

2.2 Other information by business segments

In thousand of EUR

MOb'Ie. . Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
30June, 30June 30June 30June 30June 30June 30June 30June 30June 30June 30June 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) 6, 42¢ 57,75¢ 105,32! 90,80¢ 3,13: 2,730 1C 13 3,54« 4,45; 175,43 155,76!
Investments in subsidiaries
and associates 407 537 29z 29,81« - - 91,29( 84,19¢ (91,290 (113,560) 69¢ 987
Current assets 57,87+ 53,84( 57,45( 41,03: 4,191 27,97: 26,16¢ 40,59: (33,235 (39,506) 112,44¢ 123,93!
Total assets 121,70t 112,13 163,06 161,65: 7,32¢ 30,71« 117,46 124,80: (120,981 (148,614) 288,58: 280,68
Equity attributable to equity
shareholders of the parent 72,92¢ 66,02+ 113,23 108,20( 1,84t 25,68: 113,49: 122,84 (83,796 (109,109) 217,70« 213,63t
Minority interest 34z 528 - - - - - - - - 34z 52¢
Nor-current liabilities 1,491 1,937 12€ 24 37 41 - - - - 1,65¢ 2,00z
Current liabilities 46,94¢ 43,65 49,70¢ 53,421 5,44 4,992 3,97« 1,95¢ (37,185 (39,505) 68,88¢ 64,52«
Total shareholders' equity
and liabilities 121,70t 112,13! 163,06 161,65 7,324 30,71« 117,46 124,80: (120,981 (148,614) 288,58 280687
Net cash from/ (used it
operating activities 46,41¢ 42,80° 24,37¢ 20,08: (39) (32) 86,66! 85,761 (84,363 (84,044) 73,05¢ 64,57¢
Net cash fom/ (used in)
investing activities (8,199 (8,154) (10,049 (11,258 (633) 47 47,79¢ 48,05: (3,440 13,87: 25,47¢ 42,56(
Net cash from/ (used it
financing activities (53,664 (56,864) (34,776 (15,089 552 1,737 (92,577 (83,761 87,80 70,17: (92,661 (83,805
Exchange rate differences in
cash and cash equivalents - - 11 - - 1 2 - - 12 2
Net increase/ (decrease) in
cash and cash equivalents (15,445 (22,211) (20,435 (6,266 (119) 1,752 41,88 50,06: - - 5,88¢ 23,33¢
CAPEX 8,20 8,161 10,51: 10,36¢ 63t 741 1 - - - 19,35¢ 19,267
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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 EUR

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

MOb”e. . Broadband services Managed IT-services Consolidated
telecommunications
| HY 2008 I HY 2007 I HY 2008 | HY 2007 I HY 2008 | HY 2007 I HY 2008 I HY 2007
Revenue
from
customers in
Estonia 94,336 96.7% 100,426 96.1% 80,567 89.7% 75,906 90.8% 7,587 99.3% 8,454 98.0% 182,490 93.6% 184,786 93.9%
Revenue
from
customers
outside
Estonia 3,197 3.3% 4,118 3.9% 9,248 10.3% 7,703 9.2% 53 0.7% 174 2.0% 12,498 6.4% 11,995 6.1%
Total
revenue 97,533  100% 104,544 100% 89,815 100% 83,609 100% 7,640 100% 8,628 100% 194,988 100% 196,781 100%
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EestiTelekom
YEAR 2008

3. Tangible and intangible assets
In thousand of EUR

Tangible asset

Intangible assets

At 31December 2006

Cost 566,198 25,819
Accumulated depreciation (435,525) (12,138)
Net book value 130,673 13,681
Changes in the | Half Year 2007

Opening net book amount 130,673 13,681
Additions 19,089 178
Reclassification (102) 102
Reclassification to assets classifies as held-dte-s (94) -
Disposals (25) -
Depreciation charge (14,175) (1,198)
Closing net book amount 135,366 12,763
At 30 June 2007

Cost 580,532 26,111
Accumulated depreciation (445,166) (13,348)
Net book value 135,366 12,763
At 31 December 2007

Cost 598,518 27,301
Accumulated depreciation (444,803) (13,494)
Net book value 153,715 13,807
Changes in the | Half Year 2008

Opening net book amount 153,715 13,807
Additions 18,937 418
Reclassification (463) 463
Reclassification to assets classifies as held-dte-s 112 -
Disposals (110) -
Depreciation charge (16,753) (1,466)
Closing net book amount 155,438 13,222
At 30 June 2008

Cost 613,967 27,810
Accumulated depreciation (458,529) (14,588)
Net book value 155,438 13,222

23



EestiTelekom

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

NOTES TO THE FINANCIAL STATEMENTS

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.

24



EestiTelekom
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NOTES TO THE FINANCIAL STATEMENTS

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 é@méories were in the total amount of 179 thousad® Kin

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

7. Equity

a) Issued capital

30 June 200 31 December 2007

Ordinary shares issuegar value 0.64 EUR 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 meethtige 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 TelekomhlanTallinn Stock Exchange on the day of acquiring the
shares. AS Eesti Telekom has to pay for the shaoes fihe 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 208,
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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NOTES TO THE FINANCIAL STATEMENTS

d) Dividends

Dividends in the total amount of 92,577 thousandRE(2007: 83,761 thousand EUR) or 0,671 EUR per
ordinary share were disbursed to the equity holdefsthe parent in the first half year 2008
(2007: 0.607 EUR).

On 1 July 2008, minority shareholders (Serenda snv@U minority shareholders) were paid dividends
totalling 481 thousand EUR (minority shareholdeesennot 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 gr 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 mt 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 EUR) 6,474,000 6,829,000
The average number of ordinary shares 137,954,528 ,998 528
EPS(in EUR) 0.05 0.05
| Half Year
Net profit attributable to equity holders of ther@many EUR) 35,277,000 34,828,000
The average number of ordinary shares 137,954,528 ,998528
EPS(in EUR) 0.26 0.25

f) Share information

AS Eesti Telekom shares are quoted in the main fifte@ NASDAQ 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 (EUR):

| HY 2008 2007 | HY 2007
Ordinary share highest price 7.99 10.77 10.77
Ordinary share lowest price 6.93 6.57 7.75
Ordinary share average price 7.40 8.16 8.41
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8. Borrowings

In thousand of EUR

30 June 200 31 December 2007

Non-current 4 85
Current 156 178
160 263

The movements in the borrowings can be analyzedllasvt:

Opening balance 31 December 2007 263
Repayments of borrowings (84)
Other movements (19)
Closing balance 30 June 2008 160
9. Retirement benefit obligations
In thousand of EUR
30 June200¢ 31 December 2007
Non-current portion of retirement benefit obligations 172 208
Current portion of retirement benefit obligations 64 308
Total retirement benefit obligations 23€ 516
At 31 December 2007 51€
Benefits paid in the reporting period (286
Additional provisions 4
Interest accrued 2
AT 30 June 2008 23€
10.Provisions
In thousand of EUR
Site Terminatior Compensatic Guarante Othel Total
restoratio.  benefite of thetoleranc:  provisior proyisjon:
expens provisior  ©f technice
rovisior |nfrastru_ct'urn
P provisior
Non-current portion of provisions 1,318 - - 37 - 1,355
Current portion of provisions - - 127 14 32 173
Total provisions 1,318 - 127 51 32 1,528
At 31 December 2007 1,284 124 127 52 20 1,607
Additional provisions in the reporting
period 34 - - 2 27 63
Used provisions during the reporting
period - (124) - 3) (15) (142)
At 30 June 2008 1,318 - 127 51 32 1,528
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11.Related party transactions

Transactions with related parties are transactidtis agsociates, shareholders, key management, membe
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’ remunet#n

The remunerations of key management and Supervidaumycil during the first half year 2008 and 2007 ave
as follows (in thousand of EUR):

| HY 2008 | HY 2007

Salaries and other short-term employee benefits 681,9 2,267
Termination benefits 42 60
Other 10 16
2,020 2,343
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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 EUR):

IHY, I HY,
30 June 200 30 June 2007
Telecommunication services provided
Associated companies 126 200
TeliaSonera AB 4,251 4,505
State Government (State Chancellery and ministries) 990 646
Companies where Supervisory Council members ottoeip
have significant influence 37 17
5,404 5,368
Other sales
Associated companies 6 2
State Government (State Chancellery and ministries) 141 211
Companies where Supervisory Council members oGttoeip
have significant influence 19 1
166 214
Telecommunication services purchased
Associated companies 12 10
TeliaSonera AB 4,451 5,790
4,463 5,800
Other services purchased
Associated companies 2 5
State Government (State Chancellery and ministries) 1,165 422
Companies where Supervisory Council members oGttoeip
have significant influence 54 28
1,221 455
Financial income
State Government (State Chancellery and ministries) 1 1
Amount owed by related parti
Associated companies 22 13
TeliaSonera AB 1,519 1,643
State Government (State Chancellery and ministries) 366 146
Companies where Supervisory Council members oGttoeip
have significant influence 5 3
1,912 1,805
Amount owed to related parti
TeliaSonera AB 1,411 1,816
State Government (State Chancellery and ministries) 16 1
Companies where Supervisory Council members oGttoeip
have significant influence 19 5
Key management and Supervisory Council 656 921
2,102 2,743
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12. Contingencies

In thousand of EUR

30 June 200. 31 December 2007

Key management termination benefits

1,651 1,256

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@i5 fixed at 0.13 EUR per minute and, pursuant
to the decisions of the Communications Board d@&@dJune and 22 June 2007, was fixed at
0.11 EUR for the period from 1 July 2007 to 30 J2668. Since 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 intercontig@t fees remained at 0.16 EUR 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 0.11 EUR as of that datee ddurt disputes of Elisa Eesti AS and Tele2
with the Communications Board are continuing, ail®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 0.09ngieute for the termination of voice calls in
mobile phone networks for the period 1 July 2038 June 2009.

13.Members of the Management Board and the SupervisorfCouncil 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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