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MANAGEMENT REPORT

Management's commentary: Customer growth in mobjiliand broadband segment. EBITDA
continued to be stable. Compared to the same pelmst year, turnover was affected by a
decrease in the interconnection fees charged betwambile operators.

Significant financial indicators

Eesti Telekom Group

032008 Q3 2007 Change, 9mos. 9mos. Change,

% 2008 2007 %
Total revenues, million EUR 100.1 103.1 -2.9 2951 299.8 -1.6
EBITDA, million EUR 40.2 40.1 0.1 116.2 1125 3.3
Margin, % 40.1 38.9 39.4 37.5
EBIT, million EUR 30.8 32.2 -4.4 88.6 89.2 -0.7
Margin, % 30.7 31.2 30.0 29.8
EBT, million EUR 31.0 32.5 -4.6 91.0 91.2 -0.2
Net profit for the period, million EUR 31.0 32.5 -4.6 66.4 67.5 -1.7
EPS, EUR 0.22 0.23 -4.6 0.48 0.49 -1.5
CAPEX, million EUR 10.9 134 -18.6 30.3 32.7 -7.4
Net gearing, % -13.1 -20.1
ROA, % 30.8 30.7
ROE, % 45.9 45.8

Mobile communications segment

Q32008 Q32007 Change, 9mos. 9mos. Change,

% 2008 2007 %
Total revenues, million EUR 61.7 67.1 -8.0 1776 186.2 -4.7
EBITDA, million EUR 24.5 24.9 -1.6 68.8 70.0 -1.7
Margin, % 39.6 37.0 38.7 37.6
EBIT, million EUR 20.2 214 -5.4 56.3 59.7 -5.7
Margin, % 32.7 31.8 31.7 32.1
EBT, million EUR 20.3 21.3 -4.8 57.5 60.4 -4.9
Net profit for the period, millic EUR 20.2 21.: -4.E 43.Z 44~ -2.€
CAPEX, million EUR 4.5 4.4 0.8 12.7 12.6 0.6
ROA, % 43.9 52.2
ROE, % 74.5 87.3
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Broadband services segment

Q32008 Q3 2007 Change, 9mos. 9mos. Change,

% 2008 2007 %
Total revenues, million EUR 56.6 49.3 14.8 156.9 140.8 114
EBITDA, million EUR 15.8 14.9 5.7 47.3 42.7 10.7
Margin, % 27.9 30.3 30.1 30.3
EBIT, million EUR 11.1 11.0 11 334 30.9 8.0
Margin, % 19.6 22.2 21.3 22.0
EBT, million EUR 10.9 16.9 -35.7 33.4 36.7 -8.9
Net profit for the period, million EUR 10.9 16.9 -35.7 25.0 29.0 -13.9
CAPEX, million EUR 6.2 8.7 -28.0 16.7 19.0 -12.0
ROA, % 19.9 21.8
ROE, % 33.5 35.9

IT services segment

Q32008 Q3 2007 Change, 9mos. 9mos. Change,

% 2008 2007 %
Total revenues, million EUR 4.7 5.8 -19.0 15.3 17.5 -12.5
EBITDA, million EUR 0.1 0.6 -79.8 0.8 0.9 -6.0
Margin, % 2.5 10.1 5.3 5.0
EBIT, million EUR -0.3 0.2 N/A -0.4 -0.1 -161.8
Margin, % -5.9 4.3 -2.3 -0.8
EBT, million EUR -0.3 0.2 N/A -0.4 0.3 N/A
Net profit for the period, million EUR -0.3 0.2 N/A -0.4 0.3 N/A
CAPEX, million EUR 0.2 1.2 -79.2 0.9 1.9 -53.9
ROA, % -2.6 3.4
ROE, % -7.0 4.4

Sales revenues, operating costs, and profit

The Eesti Telekom Group trends of the first twortera of 2008 also continued in the third quarfdre
sales revenuef the Group in the third quarter of 2008 reacli®®.1 million EUR (3rd quarter 2007:
103.1 million EUR), and is primarily affected byetlheduction in interconnection fees (for the peffiain

1 July 2008 to 30 June 2009, the interconnecti@s f@ mobile phone networks were fixed at 0.09 EUR
instead of the former 0.11 EUR).

In the mobile communications services segmenthe consolidatedurnover reached 61.7 million EUR,
decreasing by 8% compared to the third period &72@Brd quarter 2007: 67.1 million EUR). The drop i
total revenues was caused by a reduction in inbection revenues resulting from the decrease in
interconnection prices, which was partially com@ged by growth in the number of terminated call utés,

the growth of mobile data communications, and ttosvth of subcontracted services volumes. In addlitio

the third quarter the revenues received from thegliry and wholesaling of telecommunications mardfise
decreased compared to a year ago, which is caysgtbinges in consumer behavior.

At the end of the third quarter of 2008, the EMiEt base was 18 thousand users more than at thef ¢ime
third quarter of last year, reaching 777 thousartive SIM cards (September 2007: 759 thousand kards
Compared with a year ago, the number of contractliahts has increased by 19 thousand, reaching
484 thousand by the third quarter of 2008, whiléhat same time, the number of active users of pié-p
cards decreased by one thousand during the ye&93ahousand by the end of the third quarter. EMT
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assesses its market share based on active SIM toab#s47%. The estimated penetration of activescar
Estonia is 122%. The increase in the call minutégated by EMT clients remained at 1% compareth®
third quarter of last year.

Pursuant to the resolution of the CommunicationarBpa termination fee for voice calls in the melghone
networks (interconnection fees) for AS EMT, Elisesk AS and Tele2 Eesti AS for the period 1 Julg&@6

30 June 2007 was fixed at 0.13 EUR per minute,fanthe period 1 July 2007 to 30 June 2008 wadifixe
0.11 EUR. Since Elisa Eesti AS and Tele2 Eesti Aspuded the decisions in court, and in the coufse o
provisional legal protection, the validity of thdosementioned administrative act was suspended, the
interconnection fees of all three mobile operatm@mained at 0.16 EUR until 5 November 2007. On
5 November 2007, the ruling of the Tallinn Circ@burt came into force, whereby the provisional lega
protection was cancelled and all three mobile dpesawere obligated to apply interconnection feés o
0.11 EUR. Litigation by Elisa Eesti AS and Tele2mthe Communications Board is continuing, and EMT
participating in the litigation as a third partifor the period of 1 July 2008 — 30 June 2009, tbmtition
Board, which is the legal successor to the Comnatioics Board, established a fee of 0.09 EUR peutain
for the termination of voice calls for AS EMT, Hisesti AS and Tele2 Eesti AS in their mobile phone
networks.

The revenues received from mobile Internet continweshow very rapid growth. In the third quartéthas
year, EMT revenues from mobile data communicatexteeded the revenues for the same period in 2007 b
half. At the same time, the volumes of transmittath volumes redoubled. In September 2008, the auofb
mobile data communications users was 153 thouseanidh is 34 thousand more than last year. The asze

in the popularity of mobile data communications@ised by the rapid expansion of the 3G coveragg ar
which allows the clients to use high-quality angtspeed data communications at conveniently clieibte
prices. The installation of new 3G base statiomgle expansion of external and internal coveragriwed

at an accelerated tempo primarily in vacation istr In addition, EMT is the only one in Estongagrovide
EDGE data communications at speeds up to 200 kibppaghout its GSM coverage area.

A European Parliament and Council of Europe regriaapplies to AS EMT, as it does to other mobile
operators in the European Community, pursuant tehyhas of September 2007 the rate per minute for
outgoing calls made or calls terminated within bBueders of the European Community cannot exceed the
maximum price established by the regulation. Initeatd in the third quarter, discount contracts foaming
service came into force causing reductions in lloghrevenues from and costs of roaming. Theretbie,
revenues received from roaming clients in the thirdrter decreased by almost 25%.

The sales revenues for the broadband services segrhéncreased in the third quarter by 15%, reaching
56.6 million EUR (3rd quarter 2007: 49.3 million RY The largest increase in revenues came fromsdtee

of subcontracted services, which increased by 140%.3 million EUR. Revenues from subcontracted
services grew primarily due to increases in mirugieimes and significant increases in the salesmeguof
brokered sub-services. In the last quarter, reveimereased from international interconnection isessby
65%, which included an increase of 215% in the mees for international call transit. At the sanmesj the
revenues for call services earned from end consudemreased by 10% due to the drop in minute vadume

In the third quarter, the total number of Elionedlis with permanent connections increased by
3,600 connections, reaching 172 thousand (30 Séegtef007: 157 thousand). The company estimates that
its market share based on clients with permanemiexions is 54%.

In the last quarter, the trend in connection femsbiroadband services continued of the clientsacipd
individual services with comprehensive service pagls. Compared to last year, the revenues for the
broadband services segment increased 26% fromotieection fees for service packages. As a resudt of
successful marketing campaign, the number of tijalekage users increased during the quarter by0,7,50
reaching 70.3 thousand as of Septembdt (30 September 2007: 44.8 thousand). By the erttieothird
quarter, Elion had 75.4 thousand IP- and cableviggten clients (30 September 2007: 48.4 thousand).
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To guarantee the continued popularity of the triptekage, as of September, Elion is the only tsiewi
service provider in Estonia to provide digiTV tdyah Russian. All the Elion digiTV menus, scheekilfor

the Russian-lanauge channels and most popular iBst@nd international channels, screen notices and
introduction of the films offered for video rentate also available in Russian. Also many well-known
Russian films have been added to the digiTV vidatal selection. The goal of the innovations isntake
digiTV even more user friendly for Russian-speakiclggnts and to provide clients with diversified
entertainment.

As of October 1st, two new channels were addetddetion digiTV basic package, diversified the deoof
channels in the theme packages, and equalized din¢hin fees of all the theme packages, exceptHer t
Entertainment theme package to 2.24 EUR per month.

Based on the significant increase of the ratichefwolume and revenues of the comprehensive pasktge
revenues from monthly fees for call connections kmernet connections in the last quarter fell igdland
13% respectively compared to the same period ofylear. At the same time, the revenue earned fien t
sale of comprehensive packages considerably extleedsven decrease.

By the end of the third quarter, the number of EBoactive call interfaces totaled 471.3 thousand
(30 September 2007: 470.2 thousand interfacespingmg stable at the same level for the last fawartgrs.

Elion assesses its market share for call minutéated in the fixed network to be 80.4% (SeptemP@d7:
82%). The market share for local call minutes i868&Geptember 2007: 84%), 67% for international call
minutes 67% (September 2007: 65%) and 70.8% fdmualutes made to mobile phones (September 2007:
69.5%).

Pursuant to the resolution of the Competition Bpasdof 1 August 2008, Elion reduced the monthéy fta
the rental of copper pairs by 0.13 EUR and theatdiae for selected copper pairs by 0.19 EUR, wihiat
not significant effect on Elion’s results. In Julhe Competition Board also terminated the procegdi
investigating the fees for the wholesale servicElmfn’s permanent lines and approved the fees.

In August, the Competition Board approved all therently valid regulated prices (interconnectioadefees
for copper pair access, and fees for broadbandskce

Sales revenues for the IT services segmentached 4.7 million EUR in the third quarter of 00
(3rd quarter 2007: 5.8 million EUR). Compared te 8ame period last year, sales revenues decregsed b
19%, whereas the sales revenues for IT servicesinexh the same and decreased by 37% for IT
merchandise.

Several large procurements in the private sectoarfte and energy fields) affected the sales edait
infrastructure solutions. In the third quarter, thaptops for Teachers” procurement organized leyTlger's
Leap Foundation was won by a bid from AS MicroLiBksti. Within the framework of the procurement,
4,000 teachers will get new laptop computers. TRdaptops will be delivered within this calendaagerhe
cost of the transaction is more than 2.2 millionREU

In the third quarter, all the large projects in fhm®ject business continued—the e-health projeatiépt
portal, digital pictures and digital prescriptiong§stonian Post's document management project,tiaad
North-Estonian Regional Hospital identity managenpeoject.

In the field of regular services, AS MicroLink Eeston two important public procurements in the dhir
quarter—the procurement for the purchase of a mg&mnvironment for digital prescriptions organitsdthe
Ministry of Social Affairs (provision of service dng four years at a total cost of 2.3 million EU&)d the
procurement for the hosting service for the regisité plans organized by the Tallinn City Planning
Department (provision of services during three gedra total cost of 0.1 million EUR). The procussrinfor
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IT maintenance services organized by the MinistriBocial Affairs was cancelled and will be orgawnize
again.

The operating costs of the Eesti Telekom Groudecreased by 5% in the third quarter of 2008 coethto
the same period in 2007, reaching 60.1 million HBRI quarter 2007: 63.4 million EUR).

The operating costs in the mobile communications sdgces segmentdecreased by 12 % compared to the
third quarter of 2007 reaching 37.4 million EURd3uarter 2007: 42.4 million EUR). Interconnectomsts
have decreased the most in connection with deatdaserconnection prices. The operating costs edlab
retail and wholesale trading have also decreashkithwis in line with the decrease in the salesduen for
trading. In connection with the decrease in thergtnnection fees between telecommunications apsrat
and a decrease in the relative importance of lofitability, the operating profit margin has incseal.

The operating costs in the broadband services segmencreased by 18% in the last quarter compared to
the same period in 2007, reaching 40.8 million H3RI quarter 2007: 34.7 million EUR). Of the incsean
operating costs, 84% resulted directly from anedase in the direct sales costs of subcontractadcesy
international interconnection fees and increaségssaolumes for triple packages. Another primargvgh
factor for operating costs was personnel costsghvlricreased by 10% compared to last year. Astme
time, the direct sales costs for call servicest @nsumers decreased by 43% based on the redotiall
volumes. Due to smaller sales volumes, sales tmststailing also decreased by 16%.

The operating costs in the IT services segmendecreased in the third quarter by 12%, reaching
4.6 million EUR (3rd quarter 2007: 5.2 million EUR)

The Eesti Telekom Group EBITDAIN the third quarter of 2008 reached 40.2 milliddRE which is slightly
more than in the third quarter of 2007 (3rd quag2607: 40.1 million EUR). EBITDA in the mobile
communications services segment decreased inrgtejtiarter by 2% compared to the same period/&at
EBITDA in the broadband services segment increagelo and in the IT services segment the increase w
0.1 million EUR in the third quarter of 2008 (3rdagter 2007: 0.6 million EUR). The Group’s EBITDA
margin in the third quarter of 2007 was 40%, whikklightly higher than the margin for the corresging
period in 2007.

The Group’s depreciation costreached 9.4 million EUR in the third quarter of 80thcreasing by 19%
compared to the same period in 2007 (3rd quart@7:2D.9 million EUR).

In the third quarter, thEesti Telekom Groupearned afeBIT of 30.8 million EUR, which decreased by 4%
compared to the same period last year (3rd quag@er: 32.2 million EUR). The Groupet) financial
revenuesdecreased 27 % in the third quarter reaching OllBomEUR (3rd quarter 2007: 0.4 million EUR).
In the third quarter, the Eesti Telekom Group edipre-tax profits of 31.0 million EUR (3rd quarter 2007:
32.5 million EUR). On 1 July 2007, Elion Enterpsssold its shares in AS MicroLink Eesti to AS Eesti
Telekom. The Group’s internal unrealized profitfrthe sale of the shares was 6.0 million EUR.

In the third quarter of 2008, thHeesti Telekom Groupnet profit was 31.0 million EUR (3rd quarter 2008:
32.5 million EUR). The profit per share was 0.22FE{3rd quarter 2007: 0.23 EUR).

Balance sheet and cash flows

As of 30 September 2008, the Eesti Telekom Groufanibae sheet totaled 287.6 million EUR
(31 December 2007: 321.0 million EUR). Compareth®beginning of the year, fixed assets have iseta
by 1.2 million EUR, thereby bringing the deprecihtalue at the end of the third quarter to 176.Bioni
EUR. In nine months, the Group’s current assete ll@ereased by 34.6 million EUR, reaching 110.Tanil
EUR by the end of September (31 December 200731d8lion EUR). The depreciated value of cash and
cash equivalents as well as short-term finanalestments has decreased by 37.1 million EUR in
connection with the dividends paid out in June thredincome tax on dividends paid in July.
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As of 30 September 2008, the Eesti Telekom Grouptegvas 249.1 million EUR, which is 26.7 million
EUR less than at the end of 2007 (31 December 2BI%.7 million EUR). The equity has decreased due t
the payment of dividends.

At the end of September, the Group had long-terhigations totaling 1.7 million EUR (31 December Z00
1.6 million EUR) and short-term debt obligations 3.8 million EUR (31 December 2007: 43.7 million
EUR).

The net debt of the Eesti Telekom Group at the adrithe third quarter was -32.5 million EUR and tret
debt to equity ratio was -13% (31 December 2009.:5-énillion EUR and -25%).

The Eesti Telekom Group nine-month cash flow frgmerations in 2008 was 85.5 million EUR (9 months of
2007: 78.8 million EUR). The Group’s cash flow franvestments was -4.3 million EUR (9 months of 2007
9.7 million EUR). The cash flow into tangible anatangible fixed assets in the first nine months was
30.3 million EUR (9 months of 2007: 32.7 million BY During the nine months of 2008, the mobile
communications services segment has invested 1#liGmEUR (9 months of 2007: 12.6 million EUR). In
mobile communications, in addition to the cons@exelopment of the GSM network, a large development
field was the implementation of technologies supipgrhigh-speed data communications. During thst fir
nine months of 2008, the investments in the broadis&rvices segment reached 16.7 million EUR (9Sthson
of 2007: 19.0 million EUR). The majority of the @stments continue to be made to improve the quality
service for the triple package, increase acceggibéind to develop the necessary network resou(tBesore
and fiber-optic cable networks). During the ninentis of 2008, the IT services segment investecrilifbn
EUR into fixed assets (9 months of 2007: 1.9 millEUR).

The Eesti Telekom Group cash flow from financing\diies in the first nine months was 93.1 milli&UR,
from which 93.1 million EUR was used to pay dividsn(9 months of 2007: 83.8 million EUR and
83.8 million EUR respectively).

Ownership structure of AS Eesti Telekom

In the third quarter of 2008, no significant chasmgeccurred in the shareholder structure of AS Eesti
Telekom. TeliaSonera AB, the major shareholder estETelekom (through Baltic Tele AB), continues to
own 60.12% of the company’s shares.

As of the end of the third quarter, 12.71% of thalt shares were freely traded. Of these, 17.29% we
converted into GDRs traded on the London Stock Brgh.

As of 30 September 2008, the largest shareholdekS &esti 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) 3,031,79 2.20%
ING Luxembourg S. A. 2,015,783 1.46%
Skandinaviska Enskilda Banken AB clients 1,387,709 1.01%
Danske Bank clients 1,070,739 0.78%
Bank Austria Creditanstalt AG clients 721,370 0.52%
Clearstream Banking Luxembourg clie 611,83¢ 0.44%
New York Mellon Treaty Omnibus Bank 392,152 0.28%
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Changes in the structure of the Eesti Telekom Group

In August, AS MicroLink Eesti decided to acquirengjority share in the IT Koolituskeskuse (Training
Center) OU. The transaction will most probably lsenpleted in October. The acquisition of the tragnin
company will provide MicroLink with the opportunityo provide high-quality training and consulting
services to clients and partners in various codjoergrojects. The company also planning to stesviding

its services in the three Baltic countries agaid #re client base of the IT Koolituskeskus, alonithvits
sales units in Latvia and Lithuania, provide betigportunities for growth in these markets.

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

10
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CONSOLIDATED QUARTERLY DATA
In million of EUR
Q3 07 Q4 07 Q1 o¢ Q2 0¢ Q308
Sales 103.1 100.3 94. 100.1 100.1
OPEX (63.4) (64.2) (58.3) (61.4) (60.1)
Other revenue/expenses, net 0.t 0.7 0.3 04 0.2
EBITDA 40.1 36.¢ 36.¢ 39.2 40.2
Depreciation and amortisation (7.9 (8.4) (8.9 (9.3 (9.4
EBIT 2.2 29.4 27.¢ 29.9 30.¢
Income / expenses from associates - (0.1) (0.1) 0.1) -
Other net financing items 0.4 0.8 11 1.2 0.2
Profit before tax 325 30.1 28.¢ 31.1 31.C
Income tax on dividends - - - (24.7)
Net profit for the perio 325 30.1 28.¢ 6.5 31.C
Minority interest 0.1 0.1 0.1 0.C 0.1
EBITDA margin, % 38.9% 36.72% 38.83% 39.28 40.12%
EBIT margin, % 31.2% 28.26% 29.37% 287% 30.74%
Net margin, 9 31.5% 28.98% 30.45% 6.48% 30.98%
Total assets 288.1 321.( 341.¢ 288.¢ 287.¢
- Non-current assets 162.1 175.% 174.% 1761 176.¢
- Current assets 126.( 145.% 167.2 112.¢ 110.7
- Cash and cash equivalents and short-
term investments 49.¢ 69.7 90.2 31.z 32.¢
Equity and liabilities 288.1 321.( 341.¢ 288.¢ 287.¢
- Equity 246.7 275.7 304.¢ 218.( 249.1
- Provisions 2.C 2.1 2.C 1.8 2.C
- Non-current liabilities 0.1 0.1 0.C 0.1 0.1
- Interest-bearing borrowings 0.1 0.1 0.C 0.C 0.C
- Current liabilities 39.4 43.1 34.7 68.€ 36.t
- Interest-bearing borrowings 0.1 0.2 0.2 0.2 0.1

11
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Il QUARTER CONSOLIDATED INCOME STATEMENT
In thousand of EUR
Notes Il Quarter 1l Quarter
200¢ 2007
Net sale 2.1(a) 10@8¢ 103054
Cost of production 2.1(a) (56,028) (27,6
Gross profit 4406( 4583¢
Sales, administrative, and research & development
expenses 2.1(a) (13,508) (1405
Other operating revenues 2.1(a) 344 54¢
Other operating expenses 2.1(a) (133) (84)
Operating profit 30763 32197
Finance income 284 41¢
Finance costs (24) (67)
Finance income, net 2.1(a) 26( 351
Net income / (expenses) from associated companies 2.1(a) (17) (39)
Profit before tax 3100¢ 3250¢
Income tax on dividends -
Net profit for the period 2.1(a) 3100¢ 3250¢
Attributable to:
Equity holders of the parent 2.1(a) oz, 3240t
Minority interest 2.1(a) 86 104
3100€ 3250¢
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 022 023
Diluted earnings per share 2. 23
EBITDA 2.1(a) 4015C 4009¢
Depreciation, amortization and write-downs 2.1%), (9,387) @99

12
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EestiTelekom

IRST NINE

THE FIRST NINE MONTHS CONSOLIDATED INCOME STATEMENT

In thousand of EUR

9 months tc 9 months tc
Notes 30 Septembe 30 Septembe 2007
2008 2007
Netsales 2.1(b), 2.3 29B67¢€ 29933¢ 400151
Cost of production 2.1(b) (1828 (167225, (226426
Gross profit 129%64¢ 13261C 17372t
Sales, administrative, and research &
development expenses 2.1(b) 0283, (44119 (57521
Other operating revenues 2.1(b) 2517, 94¢ 1797
Other operating expenses 2.1(b) (313 (233 (404
Operating profit 88564 8R0¢€ 117597
Finance income 13€ 230¢ 310¢
Finance costs (99) (116 (150
Finance income, net 2.1(b) 2637 2192 25¢
Net income / (expenses) from associated
companies 2.1(b) (176 (155 (244,
Profit before tax 9102t 91244 120311
Income tax on dividends 2.1(b) @32 (23705, (23705;
Net profit for the period 2.1(b) 66373 6753¢ 9660¢€
Attributable to:
Equity holders of the parent 2.1(b) 165, 6723¢ 96194
Minority interest 2.1(b) 17€ 30¢€ 412
66373 6753¢ 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 480. 7] 040
Diluted earnings per share 48). M9 0zC
EBITDA 2.1(b) 11617C 11247¢ 14931¢
Depreciation, amortization and write-downs 2.1%), (27606, (23272 (31718
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND THE F IRST NINE
MONTHS 2008 INTERIM REPORT

CONSOLIDATED BALANCE SHEET
In thousand of EUR

Notes 30 Septembe 31Decembe 30 September

200¢ 2007 2007
ASSETS
Non-current assets
Property, plant and equipment 3 B4, 15371¢ 14128¢
Intangible fixed assets 3 52C 13807 1238¢€
Investments in associates 22,5 682 85¢ 947
Other financial fixed assets 612t 7352 477
Total non-current assets 2.2 176917 17573z 16209z
Current assets
Assets classified as held-for-sale - 111 98
Inventories 6 122¢€ 1198¢ 11214
Trade and other receivables 65534 6346( 6486¢
Short-term investments 1%9; 44357 26421
Cash and cash equivalents 488, 2535¢ 244C
Total current assets 2.2 11068¢< 14527¢€ 126041
TOTAL ASSETS 2.2 28760¢€ 32100¢ 288134
EQUITY AND LIABILITIES
Capital and reserves attributable to equity
holders of the parent 7
Share capital 8816¢ 8816¢ 8816¢
Share premium TRz 27758 272758
Statutory legal reserve 887 817 817
Retained earnings 63¢ 59071 59071
Net profit for the perio 66197 96194 67235
Total capital and reserves attributable to
equity holders of the paren 248624 275004 246043
Minority interest 22,7 42¢ 733 627
Total equity 249052 275737 24667C
Non-current liabilities
Interest bearing loans and borrowings 8 2 85 10t
Retirement benefit obligations 9 15€ 20¢ 224
Provisions 10 K37 1321 131C
Nor+-interest bearing liabilities 122 - 1
Total non-current liabilities 2.2 171¢ 1614 164C
Current liabilities
Trade and other payables 336, 4288t 3R3¢
Interest bearing loans and borrowings 8 117 17¢ 14€
Retirement benefit obligations 9 64 30¢ 30z
Provisions 10 30€ 28€ 13€
Total current liabilities 2.2 3633€ 43657 3824
Total liabilities 38554 4271 41464
TOTAL EQUITY AND LIABILITIES 2.2 28760¢€ 32100¢ 288134
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND THE F IRST NINE
MONTHS 2008 INTERIM REPORT
CONSOLIDATED CASH FLOW STATEMENT
In thousand of EUR
9 months tc 9 months tc
Notes 30 Septembe 30 September
2008 2007
Operating activities
Net profit for the perio 66,37 67,53¢
Adjustments for:
Depreciation, amortisation and impairment of fied
intangible assets 3 27,60¢ 237z
(Profit) / loss from sales and discards of fixesets (390 (964)
Net (income) / expenses from associated companies 17¢ 15E
Provisions (160 (328)
Financial items (4,654 (4,066)
Miscellaneous non-cash items (19 582
Cash flow before change in working capital 88932 8619C
Change in current receivables (1,39) (7,092)
Change in inventories 977 (2,097)
Change in current liabilities (6434 (2,884)
Change in working capital (&70 (12,073)
Cash flow after changes in working capital 80,162 74117
Interest received %H8E 473z
Interest paid (246 (81)
Cash flow from operating activities 2.2 85502 78/76¢
Investing activities
Intangible and tangible fixed assets acquired 2.2, (30,278 (32,684)
Intangible and tangible fixed assets divested 614 39¢
Net change in intere-receivables short maturities 72 43,47¢
Net cash changes of other l-term receivables 20z (1,494)
Cash flow from investing activities 2.2 (4,277 9,69
Cash flow before financing activities 81,22¢ 88,46
Financing activities
Proceeds from non-convertible debts - 12
Repayment of finance lease liabilities 8 (84) (87)
Dividends paid 7(d) (93,058 (83,761)
Cash flow used in financing activities 2.2 (93,142 (83,836)
Cash flow for the year 2.2 (11,917 4,627
Cash and cash equivalents at beginning of year 2.2 25,35¢ 20,73
Cash flow for the year 2.2 (11,917 4,62
Effect of foreign exchange rate changes 2.2 14 (13)
Cash and cash equivalents at end of period 2.2 13,45¢ 25,34
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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 - - - - 67,23: 67,23: 30€ 67,53¢
30 September 2007 88,169 22,753 8,817 59,07 67,23: 246,04: 627 246,67/
31 December 2007 88,169 22,753 8,817 59,07: 96,19 275,00 732 275,73
Net profit fcr the 2007
transferred to retained earnings - - - 96,19 (96,194 - - -
Dividends paid (Note 7 d) - - - (92577 - 9577, (481 (93058
Net profit for the perio - - - - 66197 66,191 17€ 66,37:
30 September 2008 88,169 22,753 8,81 62,68¢ 66,19° 248,62 42¢€ 249,05:
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AS EESTI TELEKOM CONSOLIDATED Il QUARTER AND THE F IRST NINE
MONTHS 2008 INTERIM REPORT

NOTES TO FINANCIAL STATEMENTS

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

The consolidated interim financial statements fog third quarter and the first nine months periodirg

30 September 2008 are prepared in accordance héthinternational Financial Accounting Standards, as
adopted by the European Union, includes IAS 34lllmaterial respects, the same accounting priesipave
been followed as in the preparation of financiatenents for 2007.

The functional currency of AS Eesti Telekom is B&o 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 fdatarost 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 mamageboard for public disclosure on 23 October 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 anddsg 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 valueeageeices as well as provision of production, reérig
and sales related services and goods. The compagli@sging to this business segment are Elion grisers
AS, AS Elion Esindus, AS EsData and up to 31 Ma9&Wiru Net OU. From the *1of 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@bmmunications 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. 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 incomeeapénses of the four above-mentioned segments. The
inter-company turnovers between the companies bilgrto the same segment are eliminated in thigrtep

Inter-company transactions were conducted on as-éngth basis.

All assets of AS Eesti Telekom Group are locatedstonia.
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2.1

a) Il Quarter income statement

In thousand of EUR

Primary reporting format — business segments

Mobile

- Broadband services Managed IT-services Other activities Eliminations Consolidated
telecommunications
nQ InQ InQ 1nQ 1HQ InQ 1 Q nQ nQ nQ InQ InQ
200¢ 2001 200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2007 200¢ 2007
External net sales 47,70( 55,77: 49,46 44,08: 2,921 3,201 - - - - 100,08t 103,05:
Inter-segment net sales 14,01« 11,33¢ 7,171 5,24¢ 1,74¢ 2,562 241 13€ (23,175) (19,285) - -
Total net sales 61,71« 67,10¢ 56,63¢ 49,33 4,67 5,762 241 13€ (23,175) (19,285) 100,08t 103,05
Cost of production (29,763)  (35,915)  (24,302) (18,254 (2,023 (3,047 - - 60 - (56,028 (57,216)
Inter-segment cost of production (7,031 (5,547 (14,449) (12,417 (398) (248) - - 21,87¢ 18,21: - -
Gross profit 24,92( 25,64 17,881 18,66( 2,24¢ 2,46¢ 241 13€ (1,237) (1,073)  44,06( 45,83¢
Sales, administrative and researc
development (4,429 (4,062 (6,077) (7,447 (2,461 (2,097 (457) (415) 184 (84) (13,508 (14,105)
Inter-segment sales, administrative
and research & development (465) (348 (734) (575) (90) (143) (7) (6) 29€ 1,072 - -
Other operating revenues 30z 19: 12 33t 29 20 - - - - 344 54¢
Other operating expenses (129) (77) 2)( (6) (2) (1) - - - - (133 (84)
Operating profit / (loss) 20,20( 21,35! 11,08¢ 10,96 (275) 247 (223) (285) 25] (85) 30,76 32,19:
Other finance income, net 13¢ 9 (190) 2 17 (43) 332 38¢ - - 26C 351
Income / (expenses) from
subsidiaries and associated (14) (21) (3) 5,97( - - - - - (88 17 (39)
Net profit / (loss) for the period 20,32: 21,34: 10,89: 16,93¢ (292) 204 10¢ 98 (25) (6,073)  31,00¢ 32,50¢
Attributable to:
Equity holders of the parent 20,23t 21,23° 10,89: 16,93¢ (292) 204 10¢ 98 (25) (6,073)  30,92( 32,40¢
Minority interest 86 104 - - - - - - - 86 104
20,32: 21,34: 10,89:¢ 16,93¢ (292) 204 10¢ 98 (25) (6,073)  31,00¢ 32,50¢
EBITDA 24,45 24,85( 15,80: 14,947 11¢ 584 (223) (285) - - 40,15( 40,09¢
Depreciation, amortization and
write-downs (4,251 (3,497 (4,717) (3,980 (394) (337) - - (25) (85) (9,387 (7,899)
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b) The first nine months income statement
In thousand of EUR

MOb”e. . Broadband services Managed IT-services  Other activities Eliminations Consolidated
telecommunications
9mos. tt 9mos. tc 9mos. tc 9mos. tc I9mos. tt 9mos.tc 9mos.tc 9mos.tc 9mos.tc 9mos.tc 9 mos. tc 9 mos. tc
30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30Sept 30 Sept.
200¢ 2007 200¢ 2007 2008 2007 200¢ 2005 200¢ 2007 2008 2007
External net sales 14523z 160315 13928: 127691 10561 1182¢ - - - - 29507€ 29983t
Inter-segment net sales 32321 2592: 17582 13122 4727 564C 77¢ 15E (55403, (44841 - -
Total net sales 177554 18623¢ 156864 140814 1528¢ 1746¢ 77¢ 15E (55403, (44841, 29507€ 29983t
Cost of production (90,020) (101134 (68860 (56343 (6728 (9,748) - - 18¢ - (165428  (167225)
Inter-segment cost of production (16,631) (12701 (33750 (28940 (1079 (865) - - B6( 4250€ - -
Gross profit 70903 72403 54254 55531 7481 685€ 772 15E (3763 (2335 12964¢ 13261C
Sales, administrative and researc
development (13,783) (12232 (18910 (23628 (7607, (6,790) (1477, (1218, (251) (251) (828, (44119
Inter-segment sales, administrative
and research & development (1,258) (773) (384 (1289 (280 (254) (21) (19) 9a; 233E - -
Other operating revenues 74z 53C 457 345 58 59 - 16 - - 1257 94¢&
Other operating expenses (301) (217) 7 (11) (3) (4) 2) (1) - - (313 (233)
Operating profit / (loss) 56303 59711 3341C 3094¢€ (351 (133) (727, (1067, (71) (251) 884 8920€
Other finance income, net 127¢ 797 12¢ (129) (59) 38€ 128¢ 113¢ - - 2637 219z
Income / (expenses) from
subsidiaries and associated (83) (73) (93) P0E - - 84362 84044 (84363 (90032, (176 (155)
Profit before taxation 5749¢ 6043E 3344¢ 3672% (410 252 84924 84]11¢ (84434 (90283 9102¢ 91244
Income tax on dividends (14,192) (15953 (8495 (7752 - - (1965 - - (24652 (23705
Net profit / (loss) for the period 43307 44482 24951 28971 (410 258 8295¢ 84]11¢ (84434 (90283 66372 6753¢
Attributable to:
Equity holders of the parent 43131 4417¢ 24951 28971 (410) 252 8295¢ 8411€ (84434 (90283, 66197 67237
Minority interest 17¢ 30¢€ - - - - - - - - 17¢ 30€
43307 44482 24951 28971 (410 258 8295¢ 84]11¢ (84434, (90283 66372 6753¢
EBITDA 6879C 69962 47287 4270¢ 81¢& 871 (725, (1065, - - 11617C 11247¢
Depreciation, amortization and
write-downs (12,487) (10252, (13877 (11763, (1169 (1,004) 2) 2 (71) (251) (2606, (23272
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2.2 Other information by business segments

In thousand of EUR

Mobile
telecommunications

30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept. 30 Sept.,
9 mos. 200 9 mos. 200 9 mos. 200 9 mos. 200 9 mos. 200 9 mos. 200 9 mos. 208 9 mos. 200 9 mos. 208 9 mos. 200 9 mos. 200 9 mos. 200

Broadband services Managed IT-services Other activities Eliminations Consolidated

Non-current assets (except
investments in subsidiaries &

associates) 63,64: 58,66¢ 106114 9527¢ 295( 3554 9 12 3521 363¢ 17623¢ 16114¢€
Investments in subsidiaries

and associates 39z 51€ 28¢ 431 - - 920t 91307 (94205, (91,307) 682 947
Current assets 60,02 57,52 57507 78295 4737 4152 19954 3236C (31533 (46,288) 1168¢ 126041
Total assets 124,05¢ 116,70t 16391C 17400z 7687 7707 11416¢ 12367¢ (122217, (133,962) 2880€ 288134
Equity attributable to equity

shareholders of the parent 93,16: 87,26 12412¢ 12179¢ 4467 1722 113604 12294C (86735, (87,675) 24824 24604z
Minority interest 42¢ 627 - - - - - - - - 28 627
Nor-current liabilities 1,55¢ 1,58( 12¢ 19 37 41 - - - - T1€ 164C
Current liabilities 28,91: 27,23¢ 3965¢ 5219C 318< 5943 564 73¢ (35482, (46,287) 383€ 39824
Total shareholders' equity

and liabilities 124,05¢ 116,70t 16391C 17400z 7687 7707 114]16¢ 12367¢ (122217 (133,962) 2880€ 288134
Net cash from/ (used it

operating activities 54,66 49,15¢ 3169¢€ 3011C 20C (175) 83p¢ 84541 (84363, (84,864) 850z 7876¢
Net cash from/ (used it

investing activities (12,682 (12,567) (1936, (13022, (841) (1,933) Bt 1805C (3673 19167 (4277, 969¢E
Net cash from/ (used it

financing activities (53,309 (56,492) (3185, (11146, 189z 186€ (92577, (83761, 8803€ 65697 (93142, (83836,
Exchange rate differences in

cash and cash equivalents - - 11 (16) - - 3 3 - - 14 (13)
Net increase/ (decrease) in

cash and cash equivalents (11,330 (19,903) (2414 592€ 1252 (242) 198¢ 18833 - - (1203 4614
CAPEX 12,65 1257¢ 1674z 1902z 87¢ 1902 1 - - (820) 3p7¢ 32684
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2.3 Secondary reporting format - geographic segments Xeernal net sales)

In thousand of EUR

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

revenues.
Mobile_ . Broadband services Managed IT-services Consolidated
telecommunications

9 months to 9 months to 9 months to 9 months to 9 months to 9 months to 9 months to 9 months to

30 Sept. 2008 30 Sept. 2007 30 Sept. 2008 30 Sept. 2007 30 Sept. 2008 30 Sept. 2007 30 Sept. 2008 30 Sept. 2007
Customers
in Estonia 139,695 96.2% 153,678 95.9% 120,191 86.3% 115,580 90.5% 10,430 98.8% 11,475 97.0% 270,316 91.6% 280,733 93.6%
Customers
outside
Estonia 5,638 3.8% 6,637 4.1% 19,091 13.7% 12,111 9.5% 131 1.2% 354 3.0% 24,760 8.4% 19,102 6.4%
Total
revenue 145,233 100% 160,315 100% 139,282 100% 127,691 100% 10,561 100% 11,829 100% 295,076 100% 299,835 100%
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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 first nine months 2007

Opening net book amount 130,673 13,681
Additions 32,369 315
Reclassification (102) 102
Reclassification to assets classifies as held-dte-s (49) -
Disposals (48) -
Depreciation charge (21,560) (1,712)
Closing net book amount 141,283 12,386
At 30 September 2007

Cost 593,247 26,247
Accumulated depreciation (451,964) (13,861)
Net book value 141,283 12,386

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 first nine months 2008

Opening net book amount 153,715 13,807
Additions 29,824 454
Reclassification (565) 565
Reclassification to assets classifies as held-dite-s 111 -
Disposals (189) (6)
Depreciation charge (25,356) (2,250)
Closing net book amount 157,540 12,570
At 30 September 2008

Cost 623,530 27,940
Accumulated depreciation (465,990) (15,370)
Net book value 157,540 12,570
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4. Investments in subsidiaries

Country Ownership interest Principal activity Owner
of
incorporatior 30 Sept. 31 Dec.
2008 2007
AS EMT Estonia 100% 100%  Construction and operating AS Eesti Telekom

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 phones AS EMT

Serenda Investment Estonia 51% 51% Administration of AS EMT

ou communication portal based in

Estonia internet

Elion Enterprises AS Estonia 100% 100%Network services for operator AS Eesti Telekom
data communication and Interi
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 products aA$®
services

AS EsData Estonia 100% 100% Operating and dpwedat of Elion Enterprises

data communication, Internet AS
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 services: system integrati&® Eesti Telekom

and infrastructure solutions;
software development; ERP and
business solutions; data
communications and
networking; central systems and
data centre solutions; systems
management and maintenance;
end-user PC services and
support; full IT outsourcing.

1) From the ¥ of June 2008 Viru Net OU merged with Elion EntergsiAS.

2) AS Eesti Telekom invested an additional 2.9 milliddFEin AS Microlink Eesti, by increasing the
latter's share capital.
In August, AS MicroLink Eesti decided to acquire ajonéy share in the IT Koolituskeskuse
(Training Center) OU. The transaction will most priolgebe completed in October. The acquisition
of the training company will provide MicroLink witthe opportunity to provide high-quality training
and consulting services to clients and partnergaious cooperation projects. The company also
planning to start providing its services in thesthBaltic countries again and the client base®1th
Koolituskeskus, along with its sales units in Lataiad Lithuania, provide better opportunities for
growth in these markets.
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5. Investments in associates

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

providing software
for mobile related
services

6. Inventories
In the first nine months 2008, impairment for thedntories were in the total amount of 213.8 thoddaUR

(in the first nine months 2007, the value of theeimories was not decreased) based on the estidatéide
of the net realisation value below their acquisitimst.

7. Equity

a) Issued capital

30 September 20C 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 wecdividends as declared by the general meetind),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% 1208, 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 TelekomhenTallinn 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 deternined
each occasion separately by a resolution of AS Hedékom's Supervisory Council. As of 30 September
2008, no shares have been re-acquired by AS Eesildral

c) Reserves

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

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

Dividends in the total amount of 92,577 thousand EQB07: 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 shareholdeesewnot paid dividends in 2007).

e) Earnings per share

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

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

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

200¢ 2007
[l Quarter
Net profit attributable to equity holders of ther@many (EUR 30,920,000 32,405,000
The average number of ordinary shares 137,954,528 , 988628
EPS(in EUR) 0.22 0.23
The first 9 months
Net profit attributable to equity holders of ther@many (EUR 66,197,000 67,233,000
The average number of ordinary shares 137,954,528 ,988528
EPS(in EUR) 0.48 0.49

f) Share information

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

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

9 months to 2007 9 months to
30 Sept. 2008 30 Sept. 2007
Ordinary share highest price 7.99 10.77 10.77
Ordinary share lowest price 6.10 6.57 6.57
Ordinary share average price 7.23 8.16 8.25
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8. Borrowings

In thousand of EUR

30 September 200

31 December 2007

Non-current 2 85
Current 117 178
119 263

The movements in the borrowings can be analyzedliasvs:

Opening balance 31 December 2007
Repayments of borrowings
Other movements

263
(84)
(60)

Closing balance 30 September 2008

119

9. Retirement benefit obligations
In thousand of EUR

30 September200¢

31 December 2007

Non-current portion of retirement benefit obligations 15€ 208
Current portion of retirement benefit obligations 64 308
Total retirement benefit obligations 22C 516
At 31 December 2007 51€
Benefits paid in the reporting period (302
Additional provisions 4
Interest accrued 2
AT 30 September 2008 22C
10. Provisions
In thousand of EUR
Site Terminatior Compensatic Guarante Othel Total
restoratio.  benefite of the toleranc proyisior proyisjon:
expens provisior Of technice
rovisior |nfrastru_c§urn
P provisior

Non-current portion of provisions 1,400 - - 37 - 1,437
Current portion of provisions - 132 127 9 38 306
Total provisions 1,400 132 127 46 38 1,743
At 31 December 2007 1,284 124 127 52 20 1,607
Additional provisions in the reporting
period 116 160 - 14 39 329
Used provisions during the reporting
period - (152) - (20) (21) (193)
At 30 September 2008 1,400 132 127 46 38 1,743
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11. Related party transactions

Transactions with related parties are transactiatis agsociates, shareholders, key management, membe
the Supervisory Council, their relatives and thempanies 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 iralat

2. List of associates is shown in Note 5

3. Enterprises of TeliaSonera AB Group Parent compstmgreholder
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’ remunerfizon

The remunerations of key management and Supervi@omyncil during the first nine months 2008 and 2007
were as follows (in thousand of EUR):

9 months tc 9 months tc

30 September 20C 30 September 2007

Salaries and other short-term employee benefits 262,7 2,595
Termination benefits 65 60
Other 30 23
2,821 2,678
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¢) Trading transactions

No impairment has been made in the first nine noofR008 and 2007 for the receivables from related
parties.

During the first nine months 2008 and 2007, groamganies entered into the following transactiongwi
related parties (in thousand of EUR):

9 months 9 months
30 September 20C 30 September 2007

Telecommunication services provided

Associated companies 180 244

TeliaSonera AB 6,998 7,017

State Government (State Chancellery and ministries) 1,255 1,087

Companies where Supervisory Council members oGttoeip

have significant influence 45 27
8,478 8,375

Other sales

State Government (State Chancellery and ministries) 135 371

Telecommunication services purchased

Associated companies 18 16

TeliaSonera AB 6,764 8,545
6,782 8,561

Other services purchased

Associated companies 3 14

State Government (State Chancellery and ministries) 1,395 603

Companies where Supervisory Council members oGttoeip

have significant influence 89 42
1,487 659

Amount owed by related parti

Associated companies 20 16

TeliaSonera AB 1,658 1,314

State Government (State Chancellery and ministries) 155 239

Companies where Supervisory Council members oGttoeip

have significant influence 5 3
1,838 1,572

Amount owed to related parti

Associated companies 1 2

TeliaSonera AB 1,076 1,392

State Government (State Chancellery and ministries) 1 8

Key management and Supervisory Council 915 838
1,993 2,240
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12. Contingencies

In thousand of EUR

30 September 200 31 December 2007
Key management termination benefits 1,609 1,256

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 2Q@5 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 JR@68. Since Elisa Eesti AS and Tele2 Eesti AS
disputed the decisions in court and the validitytlad given legislative act was suspended in the
course of initial legal protection, the intercontigt 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, 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 0.09 BpEIRminute 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 SupervisorZouncil of AS Eesti Telekom

Management Board:

Valdo Kalm
Leho Tamm
Valdur Laid
Enn Saar

Supervisory Council:

Mats Salomonsson
Lars Gunnar Klasson
Jorgen Latte

Bjorn Lindegren
Tarmo Porgand

Juri Raatma

Aare Tark

Chairman of the Management Board
Member of the Management Board
Member of the Management Board
Member of the Management Board

Chairman of the Supervisoryn€ibu

Member of the Supervisory Cibun
Member of the Supervisory Council
Member of the Supervisory Cadunc
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 nine months 2008 as set out on pages 3 to 30.

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;

35

the cash flows of the Group;

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

the financial statements present a true and fair of the financial position, the results of operations and

Name Position Signfiure
i
/
. - LA
Valdo Kalm Chairman of the Board PRRITRRHRIOI | 17 (RS
Leho Tamm Member of the Board I ol "},’ .....................

Valdur Laid

Enn Saar

Tallinn, 23 October 2008

Vo i 94
Member of the Board ..., . //V/ ............

Member of the Board P S o S N
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