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MANAGEMENT REPORT

GENERAL INFORMATION

The principal activity of Eesti Telekom Group, tharent company of which is AS Eesti Telekom (regt&in
number 10234957; address: Valge 16, 19095 Tallisrthe provision of telecommunications services.

Since 1999, the shares of AS Eesti Telekom have kisked on the Tallinn and London securities merke
(OMX: ETLAT / LSE: EETD).

The structure of the Eesti Telekom Group as of 32008:

o

[

Elion EnterprisesAS ASEMT AS MicroLink Eesti
Elion Esindus AS 4 . EMT Esindused AS ITKoolituskeskuse OU
100% ’ 100% 82,87%
AS EsData L .. ASMobile Wholesale . BiTAService Management Ol
100% P 100% - 100%
As Sertifitseerimiskeskus ] SerendaInvest 00U o IT Protraining Latvia SIA
Elion25% / EMT 25% ’ 51% ' 100%
ol Voicecom < ProTraining Academy UAB
26% 100%

Changes in the structure of the Eesti Telekom Grqu

In October 2008, AS MicroLink Eesti acquired thejonidy participation in the IT Training Center. &h
acquisition of the training company gives MicroLimkth the opportunity to provide high-quality trang and
consultation services to both clients and partimevsrious cooperation projects in all three Battzintries.

Ownership structure of AS Eesti Telekom

During the fourth quarter of 2008, there were rgniicant changes in the structure of the AS E&stekom
shareholders. The Eesti Telekom majority sharelhol@diaSonera AB (through Baltic Tele AB) continues
own 60.12% of the company’s shares.

As of the end of the fourth quarter, the ratio refety traded shares converted to GDRs was 12.7 f%hdSe,
12.91% were converted into GDRs traded on the Lor&tock Exchange.
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As of 31 December 2008, the 10 largest shareholdekS Eesti Telekom were:

31 December 2008 Changed compared
'i:?&ﬁ'i'eosf Participation 1030 gg&t}ember

Baltic Tele AB 82,936,299 60.12% 0
Ministry of Finance 33,346,464 24.17% 0
Estonian Development Fund 4,138,636 3.00% 0
SEB clients 2,864,734 2.08% 1,477,025
Deutsche Bank (GDR accounts) 2,264,220 1.64% -767,577
ING Luxembourg S.A. 2,055,783 1.49% 40,000
Clearstream Banking Luxembourg S.A. clients 584,976  0.42% -26,860
UniCredit Bank Austria AG 496,386 0.36% -224,984
Mellon Treaty Omnibus 392,152 0.28% 0
State Street Bank and Trust Omnibus Accoun 335,945 0.24% 335,945

AS Eesti Telekom shares

In the fourth quarter of 2008, the price of AS E@slekom shares decreased by 38.10%. The share afithe
beginning of the quarter was 6.30 EUR and 3.90 HEtfhe end of the quarter. The highest and lowestes
prices during the reporting period were 6.50 EUR 8B4 EUR respectively. The turnover for the répgr
period was 21 million EUR.

The price of AS Eesti Telekom shares in the fogdhrter of 2008 has moved on higher levels thannthexes
of OMX Tallinn and OMX Tallinn 10 tradeable shares.

Baltic market indexes
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BUSINESSACTIVITIES

Management commentary: The 2008 fourth quarter results met expectations. One can also be
satisfied with the results for the year since EBITDA increased compared to last year. Market
sharesremained stable for the year and thenumber of contractual mobile communications
clients, mobile data communications connections, triple packages and DigiTV
clients demonstrated sound growth.

Significant financial indicators

_Eesti Telekom Group

Q42008 Q4 2007 Change, 12mos. 12mos. Change,

% 2008 2007 %
Total revenues, million EUR 100.5 100.3 0.2 395.6 400.2 -1.1
EBITDA, million EUR 33.9 36.8 -7.9 150.1 149.3 0.5
Margin, % 33.8 36.7 37.9 37.3
EBIT, million EUR 24.7 28.4 -12.9 113.3 117.6 -3.7
Margin, % 24.6 28.3 28.6 29.4
EBT, million EUR 25.6 29.1 -12.1 116.6 120.3 -3.1
Net profit for the period, million EUR 25.5 29.1 -12.1 91.9 96.6 -4.8
EPS, EUR 0.18 0.21 -11.9 0.66 0.70 -4.7
CAPEX, million EUR 18.0 224 -20.0 48.2 55.1 -12.5
Net gearing, % -19.9 -25.2
ROA, % 29.7 31.7
ROE, % 44.6 46.8

Mobile communications segment

Q42008 Q4 2007 Change, 12mos. 12mos. Change,

% 2008 2007 %
Total revenues, million EUR 57.8 63.3 -8.7 235.3 249.5 -5.7
EBITDA, million EUR 21.6 18.7 154 90.4 88.7 1.9
Margin, % 37.4 29.6 38.4 35.5
EBIT, million EUR 17.8 15.0 18.1 74.1 74.7 -0.9
Margin, % 30.7 23.7 31.5 30.0
EBT, million EUR 18.3 15.3 20.1 75.8 75.7 0.2
Net profit for the period, million EUR 18.3 15.3 20.1 61.7 59.8 3.2
CAPEX, million EUR 6.3 8.5 -25.5 19.0 21.1 -9.9
ROA, % 45.8 46.8
ROE, ¥% 76.C 80.€
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Broadband services segment

Q42008 Q4 2007 Change, 12mos. 12mos. Change,

% 2008 2007 %
Total revenues, million EUR 52.8 49.9 5.8 209.6 190.7 9.9
EBITDA, million EUR 12.0 13.6 -11.8 59.3 56.3 5.3
Margin, % 22.8 27.3 28.3 29.6
EBIT, million EUR 7.1 9.3 -23.9 40.5 40.2 0.6
Margin, % 13.4 18.6 19.3 21.1
EBT, million EUR 7.0 9.3 -25.3 40.4 46.0 -12.2
Net profit for the period, million EUR 7.0 9.3 -25.3 31.9 38.3 -16.7
CAPEX, million EUR 10.6 13.7 -23.0 27.3 32.8 -16.6
ROA, % 18.6 22.6
ROE, % 31.6 37.2

IT services segment

Q42008 Q4 2007 Change, 12mos. 12mos. Change,

% 2008 2007 %
Total revenues, millioEUR 8.4 5.9 43.: 23.7 23.2 1.€
EBITDA, million EUR 0.5 0.6 -22.2 1.3 15 -12.9
Margin, % 5.9 11.0 5.6 6.5
EBIT, million EUR 0.1 0.2 -58.2 -0.3 0.1 N/A
Margin, % 1.2 4.0 -1.1 0.4
EBT, million EUR 0.1 0.2 -57.5 -0.3 0.5 N/A
Net profit for the period, million EUR 0.1 0.2 -62.7 -0.3 0.5 N/A
CAPEX, million EUR 1.1 0.2 N/A 1.9 2.1 -7.6
ROA, % -4.2 2.5
ROE, % -9.9 35

Sales revenues, operating costs and profits

The fourth quarter results of the Eesti Telekom uprdor 2008 corresponded to the expectations of the
management board. Ti&oup’s sales revenuesncreased by 0.2% to 100.5 million EUR in the faugquarter

of 2008 compared to the same period of the preweas (4 quarter 2007: 100.3 million EUR). The modest
increase in sales revenues were primarily affebiedhe reduction in interconnection fees (for trezigd of

1 July 2008-30 June 2009, the state regulator fexednterconnection fee of 0.09 EUR instead of frener
0.11 EUR) and the reduction in revenues receiveth the sale of telecommunications and IT merchandis

In the fourth quarter of 2008, the consolidatechdwer of the mobile communications services segment
reached 57.8 million EUR, decreasing by 9% comparedhe fourth quarter of 2007 {4quarter 2007:
63.3 million EUR). The reduction of revenues wasseal by a drop in interconnection revenues basettheon
reduction in interconnection fees, which was pHytieompensated by a certain increase in the nurobeall
minutes incoming to the network, an increase in ileotfata communications, and growth in the volunfie o
subcontracting services. In addition, the revenueseived from the retailing and wholesaling of
telecommunications goods decreased in the fourinteucompared to a year ago, which is caused aypges in
consumer behavior.

At the end of 2008, the client base of AS EMT wak thousand more than a year earlier, reaching,
779 thousand active SIM cards (December 2007: ié6sand cards). Compared to a year ago, the nuofiber
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contractual clients has increased by 18 thousaathing 487 thousand by the end of 2008, whilhatsame
time, the number of pre-paid card users has desmiehdy more than four thousand during the year to
292 thousand at the end of the 2008. EMT assessamiket share of active SIM cards to be 47%.édtienated
penetration of active cards in Estonia is on 12T%e number of call minutes initiated by EMT cliestsowed

an increase of 1% compared to the last quarte@@7 2

Pursuant to the resolution of the CommunicationarBothe termination fee for voice calls in the if@phone
networks (interconnection fee) for AS EMT, ElisaskeAS and Tele2 Eesti AS for the period 1 July 200
30 June 2007 was fixed at 0.13 EUR per minute hednterconnection fee was fixed at 0.11 EUR ferpkriod
1 July 2007 to 30 June 2008. Since Elisa Eesti A& Tele2 Eesti AS disputed the decisions in camnd, in the
course of provisional legal protection, the validitf the aforementioned administrative act was sndpd the
interconnection fees of all three mobile operatersained at 0.16 EUR until 5 November 2007. On Sexiaber
2007, the ruling of the Tallinn Circuit Court carmgo force, whereby the provisional legal protestivas
cancelled, and from the given date, all three neobperators undertook to implement interconnectéms of
0.11 EUR. The litigation with Tele2 concluded at #nd of December to the benefit of the latter. litrgation
Elisa Eesti AS is continuing and EMT is participgtiin the litigation as a third party. For the pérbetween
1 July 2008 and 30 June 2009, the Competition Boatdch is the legal successor to the Communication
Board, established a fee of 0.09 EUR per minuta@Hfertermination of voice calls in the mobile phavedworks
of AS EMT, Elisa Eesti AS and Tele2 Eesti AS.

On 12 July 2008, the Competition Board announced market analysis results, based on which they fan
declare ProGroup Holding OU an undertaking witiiigant market power in the market for the teration of
voice calls in its mobile phone network, in additim AS EMT, Elisa Eesti AS and Tele2 Eesti AScéwling
to the resolution plan, within the framework of tiréce control obligation, the given companies Ww#l obligated
to apply benchmark-based interconnection feesdbiaespond to the average in the European courtdtigag
the next three years, which will make 0.09 EUR mémute the maximum tariff to be applicable as ojuly
20009.

The revenues received from the mobile Internetioaoat to demonstrate very rapid growth. In the tpgrter

of 2008, the revenues from AS EMT mobile data comigations exceeded the revenues for the same pefiod
2007 by more than a third. At the same time, tHame of data that was forwarded increased sevienakt As

of December 2008, the users of AS EMT mobile dataraunications numbered 168 thousand, i.e. 7 thausan
users more than at the same time last year. Theadse in the popularity of mobile data communicetiis based
on the rapid expansion of the 3G coverage areaay,odost data communications takes place in the&®ork,
which allows clients to use high-quality and ramldta communications at speeds approaching ADSL at
conveniently manageable prices. Since EMT is thé aperator in Estonia that provides EDGE data
communications throughout its GSM coverage ares thvestments in new base stations during theriasths

of the year were primarily direct at expanding exé and internal 3G coverage in cities. At the sdaime, the
constant improvement of the GSM network continues.

A regulation of the European Parliament and Couagjllies to AS EMT, as it does to other mobile af@s in

the European Community, which specifies that asSeptember 2007 the rate per minute for outgoing and
incoming calls made within the borders of the Eeap Community cannot exceed the price ceiling éshedul

by regulation. In addition, in the third quarteis@bunt contracts for roaming services came intcefdhat
reduced both revenues and costs from roaming Tdesefore, for the year as a whole, the revenuesived
from roaming clients have decreased by almost 13%.

The sales revenues ftite broadband services segmeritcreased by 6% in the fourth quarter comparedh¢o t
same period of the previous year reaching 52.9aniEUR (4" quarter 2007: 49.9 million EUR). The greatest
revenue increase resulted from the sale of intienmatinterconnection and subcontracting servibes increased
by 105% and 53% respectively. The increase in neegrirom international interconnection servicesilted
primarily from the significant increase of volumfes incoming international call minutes. The reverincrease
from subcontracting services is also related to ghmvth of minute volumes and the increase in hrede
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subservices. At the same time, the revenues fbserlices earned from end consumers decreased%ydie
to the drop in minute volumes.

Based on the significant increase in the relatimpdrtance of the volume and revenues of comprelessirvice
packages, the revenues from monthly fees for @aihections and Internet connections decreasedeirast
quarter by 11% and 13% respectively. At the same tithe revenues earned from the sale of comprizleens
service packages considerably exceeded the givereak®. The revenues in the broadband segment from
connection fees for comprehensive service packamesased in the fourth quarter by 51%. In additithe
other business revenues of the group increased3omillion EUR as a result of the revaluation ofwerks that
were acquired for free.

The total number of Elion clients with permanentetnet connections increased by 3,500 connectioribd
fourth quarter, reaching 175.4 thousand by the @hBecember (31. December 2007: 163.1 thousand. Th
company assesses that Elion’'s market share basdbeopermanent connections of private clients hats n
changed and continues to be 54%.

As the result of an active marketing campaign, rthenber of Elion triple-package users increasedndutine
quarter by 5,800, reaching 76.1 thousand as of &deMber (31 December 2007: 53.5 thousand). Byrttieof
the fourth quarter, Elion had 82.5 thousand IP eatule television clients (31 December 2007: 57cusand).
Elion assesses that the company’s market shateeicable coverage market was 26% by the end ofdhe
(31 December 2007: 19%), which, in the given markenfers the greatest increase in 2008, in alstdums.

In December, Elion signed a contract with the nofipBaltic Authors and Distribution Associationathwill
guarantee the clients reception of 10 Russian-aggurV channels, including the rights for transimittthe
Pervdi Baltiiski Kanal, which is the most popul&iaonel among the local population, on Elion’s DMIT

As of the middle of December, Elion is the firstistonia to offer games as a new content servids internet-
based DigiTV. Each of the games can be orderearatgy or as a theme package. During the firgethmonths
of 2009, Elion will introduce three game packagethe market—for small children, older children awllilts.

By the end of fourth quarter, the number of Elioatgive call interfaces totaled 469 thousand (3tebeber
2007: 482 thousand interfaces), remaining stalileeasame level during the year.

Elion assesses its market share for call minutggted in the fixed network to be 80.5% (DecemB807:
81%). The market share for local call minutes i%8®ecember 2007: 83%), 66% for international nadhutes
(December 2007: 64%) and 71% for call minutes ntadeobile phones (December 2007: 72%).

In December the Supreme Court decided not to HearTele 2 Eesti AS appeal in cassation regardieg th
establishment of price controls for mobile unitasBd on the decision, Elion renewed its claim agdiele2
Eesti AS for the refund of overpaid interconnecfiees totaling 2.2 million EUR from 2006-2007.

Based on 2007 cost information and the requiremeintse Competition Board, as of 1 December 200&nE
reduced the monthly fee for rental of copper paird selected copper pairs by 0.19 EUR on averagj¢harfees
for broadband access by 9-16% depending on spédmdpfice changes do not have any significant impact
Elion’s results.

As a result of the general cooling of retail safethe Estonian economy, the retail sales of tefenanications
and IT merchandise by the Elion group decreasetBBf in the fourth quarter compared to last year.

The 2008 fourth quarter results for tfieservices segmeninclude the consolidated data from the companies of
the IT Training Center Group that was acquired @toDBer 2008.
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In the fourth quarter of 2008, the sales revenuwstlie IT services segment reached 8.4 milion EUR
(4™ quarter 2007: 5.9 million EUR). Compared to thensaperiod of the previous year, the sales revenues
increased by 43%, whereas sales revenues for Micssr(including IT training) increased by 6% ard |
merchandise by 89%

In the fourth quarter, the sales turnover for igfiracture solutions was significantly higher thanttie same
period of the previous year (4.3 million EUR vs3 2nillion EUR). The reason is the Tiger's Leap pmj

Within the framework of the given project, an ordexs placed for more than four thousand HP lappopduced
for schoolteachers. The transaction totaled 2.RBamiEUR.

During the fourth quarter in the project businessrk was completed on the development projectsttier
e-health digital prescription and Statistical Oéfic KUNDE information system. Work continues ore th
Estonian Post document management project, NotibnEEsRegional Hospital identity management progead
Ergo Insurance archiving solution.

In the field of permanent services during the fouguarter, AS MicroLink Eesti won three procurensent
organized by the Ministry of Social Affairs for higy information services. Within the framework thlese
procurements, MicroLink Eesti will host and manaige Ministry of Social Affairs information systenmd the
register with information on those on file as unéypd and job seurers as well as information onpifoeision
of labor market services, and the register of thesding with pharmaceuticals.

The operating costs of the Eesti Telekom Groumcreased by 5% in the fourth quarter of 2008 carag to the
same period of 2007, reaching 67.1 million EUR ¢diarter 2007: 64.2 million EUR).

The operating costs in thmobile communications segmentlecreased by 11% compared to the last quarter of
2007 to 36.3 million EUR (2 quarter 2007: 40.8 million EUR). The greatest dase was in interconnection
costs caused by the drop in interconnection pri€he. operating costs related to retailing and wsalleg also
decreased, which corresponds to the drop in medibasales turnovers.

The operating costs in throadband services segmenicreased during the last quarter by 12% compared t
the same period in 2007, reaching 41.1 million E4Rquarter 2007: 36.8 million EUR). 45% of the inaedn
the operating costs resulted directly from the éase of direct sales costs caused by the increathe isales
volumes of services. 37% of the increase in cdkts Ifillion EUR) is related to efficiency projecsd other
one-time expenditures made for the improvementetivark resources and service quality. The thirdnpry
growth factor for operating costs was personnetsctizat increased by 9% compared to the previoas. ye
Almost half of the increase in personnel costs (GilBon EUR) was also of a nonrecurrent nature egldted to
efficiency projects and the reorganization of work.

The operating costs in tH& services segmenincreased by 51% in the fourth quarter comparethéosame
period in the previous year, reaching 7.9 milliddFE (4" quarter 2007: 5.3 million EUR). The operating sost
for the quarter were affected by increased costsrapanying the consolidation of the IT Training @epas an
independent company, whereby the operating cosiSd¥licroLink Eesti increased by 9%.

The Eesti Telekom Group EBITDA decreased in the fourth quarter of 2008 by 8%,hiegc33.9 million EUR
(4" quarter 2007: 36.8 million EUR). The Group's EBIADnargin in the fourth quarter of 2008 was 34%,
which was somewhat lower than the margin in theesmponding period of 2007. The EBITDA in the mobile
communications services segment increased by 15#teirfourth quarter compared to the same periotthen
previous year reaching 21.6 million EUR"(@uarter 2007: 18.7 million EUR) in connection wikie decrease of
the interconnection prices between telecommunicat@perators and the reduction in the relative mapoe of
merchandise with lower profitability. At the sammé, the EBITDA margin for the mobile communicaton
services segment was negatively impacted by aiomeqrovision of 4.0 million EUR. The EBITDA for ¢h
broadband services segment decreased by 12% foutth quarter of 2008 compared to the same peridde
previous year, reaching 12.0 million EUR"@uarter 2007: 13.6 million EUR) due to the one-ticosts related

10
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to the efficiency projects. The EBITDA for the I€rgices segment in the fourth quarter of 2008 waallion
EUR (4" quarter 2007: 0.6 million EUR).

The Group’s depreciation costsreached 9.2 million EUR in the fourth quarter of080increasing by 9%
compared to the same period in 2007 ¢arter 2007: 8.4 million EUR). The depreciati@sts for the mobile
communications service segment increased by 0JbmEUR in the fourth quarter of 2008 compared shene
period in 2007 (4 quarter 2007: 3.7 million EUR). The depreciationtiie broadband services segment has
increased by 0.6 million EUR compared to the samwod in the previous year, reaching 5.0 million FEU
(4™ quarter 2007: 4.3 million EUR). Depreciation castghe IT services segment reached 0.4 million BOR
the fourth quarter of the 2008, decreasing by 1% pared to the same period in 2007.

In the fourth quartethe Eesti Telekom GroupearnedEBIT of 24.7 million EUR, which was a decrease of 13%
compared to the same period in the previous yéaggdrter 2007: 28.4 million EUR). In the fourth otea, the
Eesti Telekom Group earnede-tax profits of 25.6 million EUR (4 quarter 2007: 29.1 million EUR).

In the fourth quarter of 2008, theet profit for the Eesti Telekom Groupwas 25.5 million EUR (4 quarter
2007: 29.1 million EUR). The earnings per shareani8 EUR (4 quarter 2007: 0.21 EUR).

The 2008 consolidated sales revenues for the EeSélekom Group reached 395.6 million EUR, decreasing
by 1% compared to 2007 (2007: 400.2 million EURe sales revenues for the broadband services ségme
increased significantly reaching 209.6 million EYR07: 190.7 million EUR). The sales revenues fur t
mobile communications services segment in 2008 @883 million EUR (2007: 249.5 million EUR). Thales
revenues for the IT services segment increased¥byd@ring the year and reached 23.7 million EUR {200
23.4 million EUR).

The Group’s operating costsreached 247.0 million EUR in 2008, decreasing 2#amared to the previous year
(2007: 252.2 million EUR).

In 2008,the consolidated EBITDA totaled 150.1 million EUR, increasing 1% compatedhe previous year
(2007: 149.3 million EUR). The EBITDA margin incesal somewhat, reaching 37.9% in 2008 (2007: 37.3%).
The depreciationfor 2008 was 36.8 million EUR (2007: 31.7 milli&uR).

During the last year, the Eesti Telekom Group eafRIT of 113.3 million EUR (2007: 117.6 million EUR).
On 1 July 2007, AS Microlink sold its shares of M&roLink Eesti to AS Eesti Telekom. The Group’seémal
unrealized profit from the sale of shares totalédréillion EUR.

The Eesti Telekom Group earnednat profit of 91.9 million EUR in 2008 or 0.66 EUR per shgg907:
96.6 million EUR or 0.70 EUR per share).

Balance sheet and cash flows

As of 31 December 2008, the Eesti Telekom Grouariuza sheet totaled 319.6 million EUR (31 Decembéi72
321.0 million EUR). Compared to the beginning & {fear, the fixed assets have increased by 11liémHEUR,
the balance of which reached 187.1 million EURH®y ¢énd of the year (31 December 2007: 175.7 milHOR).
The Group’s current assets have decreased by iiéghnkEUR during the year, reaching 132.5 milli&uR by
the end of December (31 December 2007: 145.3 milBOR). Cash and cash equivalents, as well asalaabe
of short-term financial investments, have decredsed4.6 million EUR in connection with the dividispaid
out in June and the income tax on the dividendd pat in July.

As of 31 December 2008, the Eesti Telekom Grouptequas 274.6 million EUR, which is 1.1 million EUR
less than at the end of 2007 (31 December 2007.7278lion EUR). The decrease in equity is relatedhe
payment of dividends.

11
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As of the end of December, the Group had long-tebtigations of 2.1 million EUR (31 December 2007:
1.6 million EUR) and short-term debt obligations4@9 million EUR (31 December 2007: 43.7 milliob[E).
The net debt of the Eesti Telekom Group at theddrile fourth quarter was -54.5 million EUR and tiet debt
to equity ratio was -20% (31 December 2007: -69lbam EUR and -25%).

The Eesti Telekom Group cash flow from operation2008 was 126.7 million EUR (2007: 121.6 milliobIE).
The Group’s cash flow used in investment activitire2008 was 36.3 million EUR (2007: 33.1 milliotR).
The cash flow into the acquisition of tangible anthngible fixed assets in 2008 was 48.2 millionRE(2007:
55.1 million EUR). In 2008, the mobile communicaticsegment invested 19.0 million EUR (2007: 21.Higni
EUR). In mobile communications, in addition to ttenstant development of the GSM network, a devetopai
priority was the implementation of technologiestgport high-speed mobile data communications0082the
investments into the broadband services segmealetb27.3 million EUR (2007: 32.8 million EUR). The
majority of the investments were made in orderdueatop the necessary network resources (IP cordilaed
optic cable networks) and to improve the triplevigsr packages and increase its availability. In&08e IT
services segment invested 1.9 million EUR intodiessets (2007: 2.1 million EUR).

In 2008, the Eesti Telekom Group cash flow intoafioial activities was 92.6 million EUR, of which
93.1 million EUR was used to pay dividends (in 2083.8 million EUR and 83.8 million EUR respectiygel

Definitions

Net debt— Long- and short-term interest-bearing borrowjigss 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 I taverage equity for the same period

12
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EestiTelekom

CONSOLIDATED QUARTERLY DATA

In million of EUR

Q4 07 Q1 o¢ Q208 Q308 Q4 08
Sales 100.3 oa. 1001 1000 100.5
OPEX (64.2) (58.3) (61.4) (601) (67.1)
Other revenue/expenses. net 7 0. (0¢8] o ® 0.5
EBITDA 363 36.8 38. viloy) 33.9
Depreciation and amortisation (8.4) (8.9) (9.3) {0. 9.2)
EBIT 28 21 29 308 24.7
Income / expenses from associates (0.1) (0.2) (0.2) - -
Other net financing items 80. 1 13 (0¢] 0.8
Profit before tax 2. 28 31 310 25.6
Income tax on dividends - (24.7)
Net profit for the perio 291 289 6 310 25.5
Minority interest Q. oL (0] oL 0.0
EBITDA margin. % 36.72% 38.83% 39.13%  40.12% 33.75%
EBIT margin. % 28.26% 29.37% 29.87%  30.74% 24.61%
Net margit. % 28.98% 30.45% 6.48%  30.98% 25.42%
Total assets 341. 3414 288 2876 319.6
- Non-current assets 175. 1742 1761 1760 187.1
- Current assets 135. 1672 1124 1107 1325
- Cash and cash equivalents and short-
term investments 89. 9@ 312 3% 55.2
Equity and liabilities 320. 3414 288 2876 319.6
- Equity 275. 3046 2180 2491 274.6
- Provisions ?. 2 13 20 1.8
- Non-current liabilities 0.1 00 (01 oL 0.6
- Interest-bearing borrowings 10. (00] (0] (0] 0.4
- Current liabilities 43. 347 686 366 42.7
- Interest-bearing borrowings 20. ® @ oL 0.3
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AS EESTI TELEKOM CONSOLIDATED INTERIM REPORT

FOR THE IV QUARTER AND WHOLE 2008 YEAR

EestiTelekom

IV QUARTER CONSOLIDATED INCOME STATEMENT

In thousand of EUR

IV Quarter IV Quarter
2008 2007
Net sale 10051z 10031¢€
Cost of sales (60349 (59201
Gross profit 40163 4111¢
Selling, marketing, administrative and research &
development expenses (15944 (13402
Other operating revenues 744 84¢
Other operating expenses (230 (171
Operating profit 2473¢ 28391
Finance incom 791 79¢
Finance costs 43 (34)
Finance income, net 834 76&
Net income / (expenses) from associated companies (6) (89)
Profit before tax 25561 29067
Income tax on dividends and on income (12) -
Net profit for the period 2554¢ 29067
Attributable to:
Equity holders of the parent 26¢ 28961
Minority interest 43 10¢€
2554¢ 29067
Earnings per share for profit attributable to the equity
holders of the parent during the reporting period
(expressed in EUR)
Basic earnings per share 018 (074)
Diluted earnings per share 10. 21
EBITDA 3391¢ 36837
Depreciation, amortization and write-downs (9,185 (8446
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AS EESTI TELEKOM CONSOLIDATED INTERIM REPORT

FOR THE IV QUARTER AND WHOLE 2008 YEAR

EestiTelekom

YEAR CONSOLIDATED INCOME STATEMENT

In thousand of EUR

200¢ 2007

Net sale 39558¢ 400151
Cost of sales (225,777) (226,426)
Gross profit 169811 17372~
Selling, marketing, administrative and research &
development expenses (57,972) (57,521)
Other operating revenues 2001 1797
Other operating expenses (543 (404,
Operating profit 113297 117597
Finance income 3527 310¢
Finance costs (56) (150
Finance income, net A#71 295¢
Net income / (expenses) from associated companies (182 (244
Profit before tax 11658€ 120311
Income tax on dividends and on income @46 (23,705)
Net profit for the period 9192z 9660¢
Attributable to:

Equity holders of the parent Bas 96194

Minority interest 21¢ 412

91927 9660¢€

Earnings per share for profit attributable to the equity
holders of the parent during the reporting period
(expressed in EUR)

Basic earnings per share 660. 0zC

Diluted earnings per share 660. 0zC
EBITDA 15008¢ 14931¢
Depreciation, amortization and write-downs (36,791) (31,718)
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AS EESTI TELEKOM CONSOLIDATED INTERIM REPORT

FOR THE IV QUARTER AND WHOLE 2008 YEAR

EestiTelekom

CONSOLIDATED BALANCE SHEET
In thousand of EUR

31 Decembe 31 Decembe
200¢ 2007

ASSETS
Non-current assets
Property, plant and equipment 16554z 15371%
Intangible fixed assets 1466¢ 13807
Investments in associates 67€ 85¢
Other financial fixed assets 620C 7352
Total non-current assets 187087 17573z
Current assets
Assets classified as hfor-sale - 111
Inventories 10861 1198¢
Trade and other receivables 66491 6346C
Short-term investments 3195¢ 44357
Cash and cash equivalents 2320¢€ 2535¢
Total current assets 132514 14527¢
TOTAL ASSETS 319601 32100¢
EQUITY AND LIABILITIES
Capital and reserves attributable to equity holders
of the parent
Share capital 8816¢ 8816¢
Share premium 2275% 2275:%
Statutory legal reser 8,817 8,817
Translation reserve 1 -
Retained earnings 62,59¢ 59,071
Net profit for the perio 91,70 96,194
Total capital and reserves attributable to equity
holders of the parent 274041 275004
Minority interest 51¢ 738
Total equity 274554 275737
Non-current liabilities
Interest bearing loans and borrowings 37t 85
Retirement benefit obligations 13¢ 20¢
Provisions 144z 1321
Nor+-interest bearing liabilities 177 -
Total non-current liabilities 213: 1614
Current liabilities
Trade and other payables 4239¢ 4288t
Interest bearing loans and borrowings 25¢ 17¢
Retirement benefit obligations 6€ 30¢
Provisions 19C 28€
Total current liabilities 42914 43657
Total liabilities 45047 45271
TOTAL EQUITY AND LIABILITIES 319, 601 32100¢
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AS EESTI TELEKOM CONSOLIDATED INTERIM REPORT

FOR THE IV QUARTER AND WHOLE 2008 YEAR

EestiTelekom

CONSOLIDATED CASH FLOW STATEMENT
In thousand of EUR

2008 2007
Operating activities
Net profit for the perio 91922 9650¢€
Adjustments for:
Depreciation, amortisation and impairment of fieedl
intangible assets 36791 3171¢
(Profit) / loss from sales and discards of fixeseds (845 (808
Net (income) / expenses from associated companies 182 244
Provisions (251 (180;
Financial items (2702 (2,983)
Income tax a7) -
Miscellaneous non-cash items (395, 36
Cash flow before change in working capital 12468E 12463¢
Change in current receivables (709 (4,889)
Change in inventories 687 (2,431)
Change in current liabilities Qa8 105z
Change in working capital (1970 (6,267)
Cash flow after changes in working capital 123p1E 11836¢€
Interest received 345¢€ B2¢
Interest paid (335 (132
Cash flow from operating activities 1263¢€ 12156C
Investing activities
Intangible and tangible fixed assets acquired (47506 (55,059)
Intangible and tangible fixed assets divested 653 944
Acquisition of business combinations net of casjuaed and
settlements of deferred consideration 548 (315
Net change in intere-receivables short maturities A, 23%31
Net cash changes of other l-term receivables (276 (2,305)
Cash flow from investing activities (3@72 (33,104)
Cash flow before financing activities 9064 8845¢€
Financing activities
Proceeds from non-convertible debts 57¢ 65
Repayment of finance lease liabilities (154 (116
Dividends paid (93058 (83,761)
Cash flow used in financing activities (9833 (83,812)
Cash flow for the year (2169 4644
Cash and cash equivalents at beginning of year 2535¢ 2073z
Cash flow for the year (2169 4644
Effect of foreign exchange rate changes 1€ (18)
Cash and cash equivalents at end of period 2320¢€ 2535¢
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EestiTelekom

AS EESTI TELEKOM CONSOLIDATED INTERIM REPORT FOR TH E IV QUARTER AND WHOLE 2008 YEAR

STATEMENT OF CHANGES IN OWNERS’ EQUITY

In thousand of EUR

: . Minority Total
Attributable to equity holders of the Company interest equity
Issuec Share Statutory Translation Retainec Net profit for Total
capital premium legal reservt reserve earnings the period

31 December 2006 8’/< 22753 8817 59,143 83,689 262,571 321 262,892
Net profit for the 206
transferred to retained
earnings - - - 83,689 (83,689) - - -
Dividends paid - - - (83,761) - (8313 - (83,761)
Total changes - - - - (72) (83,689) (83,761) - (83,761)
Net profit for the perio - - - - 96,194 96,194 412 96,606
31 December 2007 51851 22752 8317 59,071 96,194 275,004 73% 275,737
1 January 2008 886¢ 22752 8317 59,071 96,194 275,004 73% 275,737
Net profit for the 207
transferred to retained
earnings - - - - 96,194 (96,194) - - -
Dividends paid - - - - (92,577) - (92,577) (481 (93,058)
Changes arising on business
combinations - - - - (90) - (90) 42 (48)
Exchange differences arising
from translation of foreign
operations - - - 1 - - 1 - 1
Total changes - - - 1 3,527 (96,194) (92,666) (439) (93,105)
Net profit for the perio - - - - - 9170z 91708 21¢ 91927
31 December 2008 8!KE 22752 8817 1 62,598 91,703 21041 513 274554
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EestiTelekom

MANAGEMENT BOARD'S CONFIRMATION OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The Management Board confirms the correctness amgpleteness of the consolidated financial statermants
AS Eesti Telekom Group for the IV quarter and the 2908 year as set out on pages 3 to19.

The Management Board confirms that:

1 the accounting principles used in preparing tharfaial statements are in compliance with the
International Financial Reporting Standards as ttbpy the European Union;

2 the financial statements present a true and fawwf the financial position, the results of
operations and the cash flows of the Group;

3 Group companies are continuing their operatiors gsing concern.

Name Position Signature

Valdo Kalm Chairman of the Board

Leho Tamm Member of the Board

Valdur Laid Member of the Board

Enn Saar Member of the Board ... = — e e

Tallinn, 4 February 2009
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